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September 29,2006 

34^ 
t / 1 

o 
<r^to;22 

f ,? : 

Honorable Magalie R. Salas ^ 0 \ "1 li^. ^ ^ ^ 'ZiSm 
Sccrctaiy ^ c r̂.; § " " 0 
Federal Energy Regulatory Corximission ; | ^ " " ^ ^ ^ ^ 
888 Fiist Street, N.E. Room 1A ^ ^ l ^ \ 0 ^ 
Washington. D.C. 20426 g g^ i j 

Re: Settlement Agreement and Explanatory SUtcmcnt of the Settling 
Parties Rcsotving All Isiaes In PJM InterconnectioD L.L.C.. Docket 
Nos. ER05-1410>000 uid ^ 1 , and EL05-148-000 and ^ 1 

Dear Ms. Salas: 

PJM Interconnection, L.L.C. ("PJM**), pursuant to Rule 602 of the Commission's 
Rules, submits for filing, on behalf of itself and Ihe parties listed in the enclosed 
Settlement Agreement (collectively "Settling Parties**), an origina] and 14 copies of the 
settlement documents described below. 

I. Description of the Filing 

The Settlement Agreement filed herein resolves all issues regarding the 
implementation by PJM of a reliability pricing model (**RPM*') to replace PJM*s existing 
capacity obligafion rules, without the need for an evidentiary hearing or further 
proceedings. Therefore, the Settling Parties respectfully request that the Commission 
^iprove the Settlement Agreement, including ibt enclosed revised sheets of the PJM 
Open Access Transmission Tari£f (**PJM TarifT*), PJM Operating Agreement, and the 
enclosed new Reliability Assurance Agreement for tbe PJM Region ("RAA"), as set 
forth in Attachments A through F to the Settlement AgteemenL 

n . Documents Enclosed 

The Settling Parties submit the following settlement materials: 

I. E3q)lanatory Statement, including appendices containing supplemental 
affidavits of Mr. Andrew L. Ott, Mr. Joseph E. Bowring, and Mr. 
Benjamin F. Hobbs. on behalf of PJM; Mr. Paul Williams, on behalf of the 
Portland Cement Association; and Mr. Robert Stoddard, on behalf of 
Mirant. 

http://www.wn8liilnr.com
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2. Settlement Agreement, including appeixlices containing revised sheets to 
the PJM Tariff, Operating Agreement and RAA; 

3. Proposed Letter Order; and 

4. Certificate of Service. 

m . Comment Dates / 

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

IV. Request for Review and Waiver 

The Settlement Agreement provides diat the RPM construct shall replace PJM*s 
current capacity construct beginning on June 1, 2007, which is the firat day of tbe next 
annual Eklivery Year under tbe new capacity rules. To pennit this implementation date, 
PJM must conduct dte Base Residual Auction for die 2007-2008 Delivery Year in April 
2007; therefore, PJM and the market participants must begin to implement the necessary 
systems and business practice changes as soon as possible. To that end, tbe Settling 
Parties are asking the Commission to approve the Settlement Agreement by December 
22, 2006. To the extent necessary, waiver of the Commission's nodce requirements is 
requested. 

V. Service and Request for Waiver of Potting Requirements 

Pursuant to Rules 602(d) and 2010 (18 CF.R. §§ 385.602(d) & 2010), PJM has 
served, eidker by pq>er or electronic service, the settlement documents listed in section II 
above, on all the parties listed on the official service list compiled by the Secretary in this 
ptxKeeding, all PJM members, and all state commissions in the PJM Region. 

With regard to service on tbe PJM members and the state commissions, PJM 
requests waiver of the posting requirements, so as to permit electronic service rather than 
paper service. Waiver of pf̂ >ê  service is consistent with the Commission's decision to 
establish electronic service as die default mediod of service on service lists maintained by 
the Conunission Secretary for Commission proceedings.' While Order No. 653 did not 
amend the posting requirements, applicaticm of its rules to tariff filings would be 
consistent with the Commission's "efforts to reduce the use of paper in compliance with 
the Government Pq)erwoik Elimination AcL*^ Applying amended secdon 385.2010(f) to 

' ^ Electronic Notification of Commiasion limiances. Order No. 653, 110 FERC 
161,110 (2005). 

^ IcL at P 2, QSm ^ U,S.C. § 3504. 
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diis filing, PJM will post this fifing today to the FERC filings section of its internet site, 
htti)://www.pim.coni/documents/fero.htmL and send an e-mail to all PJM members and 
all state udlity regulatory commissions in die PJM Region^ alerting them that this filing 
has been made by PJM today and is available by following such link. Within one 
business day, PJM will send a second e-mail to tbe same list, containing a link Uiat takes 
the recipient directly to the filed document^ 

/ Respectfully submitted. 

Craig Glazer 
-fuLFy-

Barry S. Spector 
Vice President - Federal Oovemment Policy Paul M. Flynn 
PJM InteicomKcdon, L.L.C. 
1200 0 Street, N.W. 
Suite 600 
Washington, D.C. 20005 
(202) 393-7756 (phone) 
(202)393-393-7741 (fax) 
glazecfglpjm.com 

Jef&ey W. Mayes 
Senior Counsel 
PJM Interconnection, L.L.C. 
955 Jefferson Avenue 
Norristown, PA 19403 
(610) 66^8878 (phone) 
(610)666^281 (&x) 
mavesjfStpjm.com 

Wright & Talisman, P.C. 
1200 G Street. N.W. 
Suite 600 Washington, D.C. 20005 
(202) 393-1200 (phone) 
(202) 393-1240 (fax) 
flvnnfglwriehtlaw.com 

Attonicys for 
PJM Interconnection, LX.C. 

Encl. 
cc: Service List 

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

PJM anticipates that in unusual circinnstances, it may not be possible to post the 
document to its website on tbe day of filing, or to distribute an active link to the 
document witbin one business day. Consistent with §385.20i0(iX3), if a link to 
the document does not become avaihible Avithin two business days after filing, 
PJM will arrange for immediate service by other means. 

http://www.pim.coni/documents/fero.htmL
http://glazecfglpjm.com
http://flvnnfglwriehtlaw.com
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RELIABILITY ASSURANCE AGREEMENT 

RELIABILITY ASSURANCE AGREEMENT, dated as of this T' day of June, 
2007 by and among the entities set forth in Schedule 17 hereto, hereinafter referred to 
collectively as the "Parties" and individually as a "Party." 

WITNESSETH: 

WHEREAS, each Party to this Agreement is a Load Serving Entity within the PJM 
Region; 

WHEREAS, each Party is committing to share its Capacity Resources with the other 
Parties lo reduce the overall reserve requirements for the Parties while maintaining reliable 
service; and 

WHEREAS, each Party is committing lo provide mutual assistance to the other Parties 
during Emergencies; 

WHEREAS, each Party is committing lo coordinate its planning of Capacity Resources 
to satisfy the Reliability Principles and Standards: 

WHEREAS, the Parties previously have entered into similar commitments related to 
sub-regions of the PJM Region through the East RAA, the West RAA, or the South RAA; 

WHEREAS, the Parties desire, on a phased basis, to replace the East RAA, West RAA, 
and South RAA with a single reliability assurance agreement among all Load-Scr\'ing Entities in 
the PJM Region; and 

NOW THEREFORE, for and in consideration of the covenants and mutual agreements 
set forth herein and intending to be legally bound hereby, the Parties agree as follows: 

Issued By: Craig Glazer Effective: June 1. 2007 
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ARTICLE 1 - DEFINITIONS 

Unless the context otherwise specifies or requires, capitalized terms used herein shall 
have the respective meanings assigned herein or in the Schedules hereto for all purposes of this 
Agreement (such definitions to be equally applicable to both the singular and the plural forms of 
the terms defined). Unless oihcnvise specified, all references herein to Articles, Sections or 
Schedules, are to Articles, Sections or Schedules of this Agreement, As used in this Agreemenl; 

1.1 Agreement shall mean this Reliability Assurance Agreement, logelher with all 
Schedules hereto, as amended from time to time. 

1.2 Applicable Regional Reliability Council shall have the same meaning as in the 
PJM Tariff. 

1.3 Base Residual Auction shall have the same meaning as in Attachment DD to the 
PJM TarifT 

L4 Behind The Meter Generation shall mean a generating unit lhat delivers energy 
to load without u.sing the Transmission System or any distribution facilities (unless the entity that 
owns or leases the distribution facilities consented lo such use of the distribution facilities and 
such consent has been demonstrated to the satisfaction of the Office of the Interconnection; 
provided, however, lhat Behind The Meter Generation docs not include (i) at any lime, any 
portion ofsuch generating unit's capacity lhat is designated as a Capacity Resource or (ii) in any 
hour, any portion of the output of such generating unit that is sold to another entity tor 
consumption at another electrical location or into Ihe PJM Interchange Energy Market. 

1.5 Black Start Capability shall mean the ability of a generating unit or station to go 
from a shutdown condition to an operating condition and start delivering power without 
assistance from ihc power system. 

1.6 Capacity Emergency Transfer Objective ('*CETO*') shall mean the amount of 
eleciric energy lhat a given area must be able to import in order to remain within a loss ot load 
expectation of one event in 25 years when the area is experiencing a localized capacity 
emergency, as determined in accordance with the PJM Manuals, Without limiting the foregoing. 
CETO shall be calculated based in part on EFORp determined in accordance with Paragraph C of 
Schedule 5. 

L7 Capacity Emergency Transmission Limit (**CETL") shall mean the capability 
of the transmission system to support deliveries of electric energy to a given area experiencing a 
localized capacity emergency as determined in accordance with the PJM Manuals. 

Issued By: Craig Gla/.er Effective: June 1, 2007 
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1.8 Capacity Resources shall mean megawatts of (i) net capacity from existing or 
Planned Generation L^apaeity Resources meeting the requirements of Schedules 9 and 10 that are 
or will be owned by or contracted to a Party and lhat arc or will be committed lo satisfy lhat 
Party's obligations under this Agreement for a Delivery Year; (ii) net capacity from existing or 
Planned Generation Capacity Resources within the PJM Region not owned or contracted for by a 
Party which arc accredited to the PJM Region pursuant to the procedures set forth in Schedules 9 
and 10; and (hi) load reduction capability provided by Demand Resources or ILR that are 
accredited to the PJM Region pursuant lo Ihc procedures .set forth in Schedule 6. 

1.9 Capacity Transfer Righl shall have Ihe meaning specified in AUachmenl DD to 
the PJM Tariff. 

LIO Control Area shall mean an electnc power system or combination of electric 
power systems bounded hy interet)nncction metering and telemetry lo which a common 
generation control scheme is applied in order to: 

(a) match the power outpul of the generators within the eleciric power system{s) and 
energy purchased from entities ttutside the electric power sy.stem(s). with the load within the 
electric power syslem(s); 

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

(c) maintain the frequency of ihe electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and Applicable Regional 
Reliabilily Councils; 

(d) maintain power fiows on transmission facilities within appropriate limits to 
preser\'c reliability; and 

(e) provide sufficient generating capacity to maintain operating reser\'es in 
accordance with Good Utility Practice. 

1.11 Daily Unforced Capacity Obligation shall have the meaning set forth in 
Schedule 8 or. as lo an FRR Entity, in Schedule 8.1. 

LI2 Deliver)' Year shall mean a Planning Period for which a Capacity Resource is 
committed pursuant lo the auction procedures specified tn Attachment DD to the Tariff or 
pursuant lo an FRR Capacity Plan. 

LI3 Demand Resource shall mean a resource with a demonstrated capabilily to 
provide a reduction in demand or otherwise control load in accordance with the rcquircmcnls of 
Schedule 6 lhat offers and that clears load reduction capability in a Base Residual Auction or 
Incremental Auction or thai is committed through an FRR Capacity Plan. As set forth in 
Schedule 6, a Demand Resource may be an exisiing demand response resource or a Planned 
Demand Resource. 

Issued By: Craig Gla/er Rffectivc: June L 2007 
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1.14 Demand Resource Provider shall have the meaning specified in Attachment DD 
to Ihc PJM Tariff. 

LIS DR Factor shall mean (hal factor approved from lime lo time by the PJM Board 
used lo determine the unforced capaciiy value of a Demand Rcstmrce or ILR in accordance with 
Schedule 6. 

LI6 East RAA shall mean lhat certain Reliabilily Assurance Agreemenl among Load-
Serving Hntities in the PJM Region, PJM Rate Schedule FERC No. 27. 

1.17 Electric Cooperative shall mean an entity owned in cooperative form by its 
customers lhat is engaged in the generation, transmissi<jn, and/or distribution of electric energy. 

1.18 Electric Distributor shall mean an entity thai owns or leases with rights 
equivalent to ownership electric distribution facilities that are providing electric distributi<in 
ser\'ice lo electric load within the PJM Region. 

1.19 Emergency shall mean (i) an abnormal system condition requiring manual or 
automatic action to maintain system frequency, or to prevent loss of firm load, equipment 
damage, or tripping of system elements that could adversely affect the reliability of an electric 
system or the safety of person.s or property; or (ii) a fuel shortage requiring departure from 
normal operating procedures in order lo minimize the use ofsuch scarce fuel; or (iii) a condition 
lhal requires implementation of emergency procedures as defined in the PJM Manuals. 

1.20 End-L'sc Customer shall mean a Member that is a retail end-u.ser of electricity 
within the PJM Region. 

1.21 Facilities Study Agreement shall have the same meaning as in the PJM Variif 

1.22 FERC shall mean the Federal Energy Regulatory Commission or any successor 
federal agency, commission or department. 

L23 Firm Point-To-PoinI Transmission Service shall mean Firm Transmission 
Service provided pursuant to the rates, terms and conditions set forth in Part II of the PJM Tariff. 

1.24 Firm Transmission Service shall mean transmission service that is intended lo 
be available at all times to the maximum extent practicable, subject to an Emergency, an 
unanticipated failure of a facility, or other event beyond the control of the owner or operator ol" 
the facility or the Office of the Interconnection. 

L25 Fixed Resource Requirement Alternative or FRR Alternative shall mean an 
alternative method for a Party to satisfy its obligation to provide Unforced Capaciiy hereunder. 
as set forth in Schedule 8.1 to this Agreement. 

Issued By: Craig Glazer Effective: June 1.2007 
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1.26 Forecast Pool Requirement shall mean the amount equal lo one plus the 
unforced reserve margin (stated as a decimal number) for the PJM Region required pursuant to 
this Agreement, as approved by the PJM Board pursuant to Schedule 4.1. 

Taritf. 

Tariff. 

1.27 Forecast RTO ILR Obligation shall have the same meaning as in the PJM 

1.28 Forecast Zonal ILR Oblif;ation shall have the same meaning as in the PJM 

1.29 FRR Capacity Plan .shall mean a long-tenn plan for the commitment of Capacity 
Resources to satisfy the capacity obligations of a Party that has elected ihe FRR Altemative, as 
more fully set forth in Schedule 8.1 to this Agreement. 

L30 FRR Entity shall mean, for the duration ofsuch election, a Party that has elected 
the FRR Alternative hereunder. 

1.31 FRR Service Area shall mean (a) the service territory of an lOU as recognized 
by state law, rule or order; (b) the service area of a Public Power Kntity or Electric Cooperative 
as rccogni7ed by franchise or other stale law, rule, or order; or (c) a separately identifiable 
geographic area that is: (i) bounded by wholesale metering, or similar appn>priale multi-silc 
aggregate metering, that is visible to, and regularly reported to, the Office of the Inlerconnection, 
or that is visible to, and regularly reported to an Electric Distributor and such Electric Distributor 
agrees to aggregate the load data from such meters for such FRR Ser\'ice Area and regularly 
report such aggregated information, by FRR Service Area, to the Office of the Interconnection; 
and (ii) for which the ERR Entity has or assumes the obligation to provide capacity for all load 
(including load growth) within such area excluding the load of Single-Customer LSEs thai arc 
FRR Entities. In the event that the service obligations of an Electric Cooperative or Public 
Power Entity arc nol defined by geographic boundaries but by physical connections to a defined 
set of customers, the FRR Service Area in such circumstances shall be defined as all customers 
physically connected to transmission or distribution facilities of such Electric Cooperative or 
Public Power Entity within an area bounded by appropriate wholesale aggregate metering as 
described above. 

1.32 Full Requirements Service shall mean wholesale service to supply all of the 
power needs of a Load Serving Entity to serve end-users within the PJM Region that are not 
satisfied by its own generating facilities. 

1.33 Generation Capacity Resource shall mean a generation unit, or the right to 
capacity from a specified generation unit, lhat meets the requirements of Schedules 9 and 10 of 
this Agreement. A Generation Resource may be an exisiing Generation Resource or a Planned 
Generation Resource. 

1.34 Generation Owner shall mean a Member lhat owns or leases with rights 
equivalent to owncTship facilities for ihe generation of electric energy that arc located within the 

Issued By: Craig Glazer Effective: June 1, 2007 
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PJM Region. Purchasing all or a pt)rtion of the output of a generation facility shall not be 
.suHicicnt lo qualify a Member as a Generation Owner. 

1.35 Generator Forced Outage shall mean an immediate reduction in output or 
capacity or removal from service, in whole or in part, of a generating unit by reason of an 
Emergency or threatened Emergency, unanticipated failure, or other cause beyond the control of 
the owner or operator of the facility, as specified in the relevant portions of the PJM Manuals. A 
reduction in output or removal from sen'ice of a generating unit in response to changes in market 
condititms .shall not constitute a Generator Forced Outage. 

1.36 Generator Maintenance Outage shall mean the scheduled removal from service, 
in whole or in part, ola generating unit in order to perform repairs on specific components of the 
facility* if removal of the facility qualifies as a maintenance outage pursuant to the PJM 
Manuals. 

L37 Generator Planned Outage shall mean the scheduled removal from senice. in 
whole or in p ^ , of a generating unit for inspection, maintenance or repair with the approval of 
the Office of the Interconnection in accordance with ihc PJM Manuals. 

1.38 Good Utility Practice shall mean any of the practices, methods and acts engaged 
in or approved hy a significant portion of the electric utility industry during the relevant time 
period, or any of the practices, methods and acts which, in the exercise of reasonable judgment in 
light of the facts known at the time the decisitm was made, could have been expected to 
accomplish the desired result at a reasonable cost consislenl with good business practices, 
reliability, safety and expedition. Good Utility Practice is not intended to be limited to the 
optimum practice, method, or act to the exclusion of all others, but rather is intended to include 
acceptable practices, metht>ds. or acts generally accepted in the region. 

1.39 ILR Provider shall have the meaning specified in Attachment DD to the PJM 
Tariff 

1.40 Incremental Auction shall mean the First Incremental Auction, the Second 
Incremental Auction, or the Third Incremental Auction, each as defined in Attachment DD to the 
PJMTarifi: 

L41 Interconnection Agreement shall have the same meaning as in the PJM Tariff 

1.42 Interruptible Load for Reliability, or ILR, shall mean a resource with a 
demonstrated capability to provide a reduction in demand or otherwise control load in 
accordance with the requirements of Schedule 6 that is certified by PJM no later than three 
months prior to a Delivery Year. 

1.43 lOU shall mean an investor-owned utility with substantial business inleresl in 
owning and/or operating electric facilities in any two or more of the following three asset 
categories: generation, transmission, distribution. 

Issued By: Craig Gla/cr Htfcctivc: Junel.2(K)7 
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1.44 Load Ser\'ing Entity or LSE shall mean any entity (or the duly designated agent 
ofsuch an entity), including a load aggregator or power marketer, (i) serving end-users within 
the PJM Region, and (ii) that has been granted the authority or has an obligation pursuant to state 
or local law, regulation or franchise to sell electric energy to end-users located within the PJM 
Region. Load Serving Entity ,shall include any end-use customer that qualifies under state rules 
or a utility retail tariff to manage directly its own supply of electric power and energy and use of 
transmission and ancillary services. 

1.45 Locational Rcliabilit>' Charge shall mean the charge determined pursuant lo 
Schedule 8. 

1.46 Markets and Reliability Committee shall moan the committee established 
pursuant to the Operating Agreement as a Standing Committee of the Members Committee. 

1.47 Member shall mean an entity that satisfies the requirements of Sections 1.24 and 
11.6 of the PJM Operating Agreemenl. In accordance with Article 4 of this Agreement, each 
Party to this Agreement also is a Member. 

1.48 Members Committee shall mean the committee specified in Section 8 of the 
PJM Opcraiing Agreement composed of the representatives of all the Members. 

L49 NERC shall mean the North American Electric Reliability Council or any 
successor thereto. 

1.50 Network Resources shall have the meaning set forth in the PJM Tariff. 

1.51 Network Transmission Service shall mean transmission service provided 
pursuant to the rates, t^rms and conditions set forth in Part III of the PJM Taritf or transmission 
service comparable to such service that is provided lo a Load Serving Entity that is also a 
Transmi.ssion Owner (as that term is defined in the PJM Tariff). 

1.52 Nominated Demand Resource Value shall have the meaning specified in 
Attachment DD to the PJM Tariff 

1.53 Nominated ILR Value shall have the meaning specified in Attachment DD to the 
PJM Tariff 

1.54 Non-Retail Behind Ihe Meter Generation shall mean Behind the .Meter 
Generation lhat is used by municipal electric systems, electric cooperatives, and electric 
distribution companies to serve load. 

L55 Obligation Peak Load shall be the summation of the weather normalized 
coincident summer peaks for the previous summer of the end-users for which the Party was 
responsible on that billing day, as determined pursuant to Schedule 8 of this Agreement. 

Issued By: Craig Glazer Effective: June 1,2007 
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1.56 Office of the Interconnection shall tnean the employees and agents of PJM 
Interconnection, L.L.C.» subject to the supervision and tiversighl of the PJM Board, acting 
pursuant to the Operating Agreement. 

1.57 Operating Agreement of PJM Interconnection, L.L.C. or Operating 
Agreement shall mean lhal certain agreement, dated April 1. 1997 and as amended and restated 
June 2, 1997 and as amended from time to time thereafter, among the members of the PJM 
Interconnection, L.L.Cr. 

1.58 Operating Reserve shall mean the amount of generating capacity scheduled lo be 
available for a specified period of an operating day to ensure the reliable operation of the PJM 
Region, as specified in the PJM Manuals. 

1.59 Other Supplier shall mean a Member that is (i) a seller, buyer or transmitter of 
electric capacity or energy in, from or through the PJM Region, and (ii) is not a Generation 
Owner, Electric Distributor, Transmission Owner or End-Use Customer. 

1.60 Partial Requirements Service shall mean wholesale service to supply a specified 
portion, but nol all, of the power needs of a Load Serving Entity lo serve end-users within the 
PJM Region thai are not satisfied by its own generating facilities. 

1.61 Percentage Internal Resources Required shall mean, for purposes of an FRR 
Capacity Plan, the percentage of the LDA Reliability Requirement for an LDA lhat must be 
satisfied with Capacity Resources located in such LDA. 

1.62 Party shall mean an entity bound by the terms of this Agreement. 

1.63 PJM shall mean the PJM Board and the Office of the Inlerconnection. 

1.64 PJM Board shall mean the Board of Managers of the PJM Interconnection, 
L.L.C. acting pursuant to the Operating Agreement. 

1.65 PJM Manuals shall mean the instructions, rules, procedures and guidelines 
established by the Office of the Interconnection for the t>peration. planning and accounting 
requirements of the PJM Region. 

L66 PJM Open Access Transmission Tariff or PJM Tariff shall mean ihclaritf for 
transmission service within the PJM Region, as in effect from time to lime, including any 
schedules, appendices, or exhibits attached thereto. 

1.67 PJM Region shall have the same meaning as provided in the Operating 
Agreement. 

1.68 FJM Region Installed Reserve Margin shall mean the percent installed reserve 
margin for the PJM Region required pursuant lo this Agreement, as approved by the PJM Board 
pursuant to Schedule 4.1. 
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1.69 Planned Demand Resource shall mean a Demand Resource that docs not 
currently have the capability to provide a reduction in demand or to otherwise control load, but 
that is scheduled to be capable of providing such reiluction or control on or before the start of Ihc 
Delivery Year for which such resource is to be committed, as determined in accordance with Ihc 
requirements of Schedule 6. 

1.70 Planned Generation Capacit>- Resource shall mean a Generation Capacity 
Resource participating in the generation interconnection process under part IV, subpart A t>f the 
PJM Taritf, for which Interconnection Service is scheduled to commence on or before the first 
day of the Delivery Year for which such resource is to be committed, for which a Facilities Study 
Agreement has been executed prior to the Base Residual Auction for such Delivery Year, and for 
which an Interconnection Service Agreement has been executed prior to any Incremental 
Auciion for such Delivery Year. Notwithstanding the foregoing, for purposes of any Delivery 
Year for which the Base Residual Auction is conducted in calendar year 2007 and 2008 as part 
of the Transition in implementing the Reliabilily Pricing Model, a Planned Generation Capacity 
Resource shall include a Generation Capacity Resource scheduled lo be in service on or before 
the first day of such Delivery Year, for which a System Impact Study Agreement has been 
executed prior to the Base Residual Auciion for such Delivery Year A Generation Capacity 
Resource shall cease to be considered a Planned (jcncTation Capacity Resource as of the date 
that Interconnection Service commences, in accordance with Part IV of the PJM Tariff, as to 
such resource. 

1.71 Planning Period shall mean the 12 months beginning June 1 and extending 
through May 31 of the folkming year, or such other period approved by the Members 
Committee. 

1.72 Public Power Entity shall mean any agency, authority, or instrumentality of a 
state or of a political subdivision of a slate, or any corporation wholly owned by any one or more 
of the foregoing, that is engaged in the generation, transmission, and/or distribution of eleciric 
energy. 

1.73 Qualifying Transmission Upgrades shall have the meaning specified in 
Attachment DD to the PJM Tariff. 

1.74 Markets and Reliability Committee shall mean the committee established 
pursuant to the Operafing Agreement as a Standing Committee of the Members Committee. 

1.75 Reliability Principles and Standards shall mean the principles and standards 
established by NERC or an Applicable Regional Reliabilily Council lo define, among other 
things, an acceptable probability of loss of load due to inadequate generation or transmission 
capability, as amended from time to time. 

1.76 Required Approvals shall mean all of the approvals required for this Agreemenl 
to be modified or to be terminated, in whole or in part, including the acceptance for filing by 
FERC and every other regulatory authority with jurisdiction over all or any part of ihis 
Agreement. 
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1.77 Self-Supply shall have the meaning provided in Attachment DD to the PJM 
Tariff 

1.78 Single-Customer LSE shall mean a Party thai (a) serves only retail customers 
that are Affiliates ofsuch Party; (b) owns or controls generation facilities located at one or more 
of the retail customer loeation(s) that in the aggregate satisfy at least 50% of such Party*s 
Unforced Capaciiy obligations; and (c) .serves retail customers having (i) an Obligalion Peak 
Load al all locations of no less than 100 MW, where such peak load of each such location is no 
less than l0MW;or(ii) an Obligation Peak Load al each locafion served of no less than 25 MW. 

1.79 South RAA shall mean that certain Reliability Assurance Agreement among 
Load-Serving Entifics in the PJM South Region, on file with FERC as PJM Rate Schedule FHRC 
No. 40. 

1.80 State Consumer Advocate shall mean a legislatively created office from any 
State, all or any part of the territt>ry of which is within the PJM Region, and the District of 
Columbia established, inter alia, for the purpose af representing the interests of energy 
consumers before the utility regulatory commissions ofsuch states and the District of Columbia 
and the FERC. 

1.81 State Regulatory Structural Change shall mean as to any Party, a state law, 
rule, or order ihat. af\er September 30, 2006, initiates a program that allows retail electric 
consumers served by such Party to choose Irom among altemative suppliers on a competitive 
basis, terminates such a program, expands such a program lo include classes of customers or 
localities served by such Party thai were nol previously permitted lo participate in such a 
program, or that modifies retail electric market structure or market design rules in a manner lhat 
materially increases the likcithood that a substantial proportion of the customers ofsuch Party 
that arc eligible for reiail choice under such a program (a) that have nt)t exercised such choice 
will exercise such choice; or (b) thai have exercised such choice will no longer exercise such 
choice, including for example, without limitation, mandating divestiture of utility-owned 
generation or structural changes to such Party's default service rules lhat materially aftcct 
whether retail choice is economically viable. 

L82 Threshold Quantity shall mean, as lo any FRR Entity fiir any Delivery Year, the 
sum of (a) the Unforced Capacity equivalent (determined using the Pool-Wide Average EFORp) 
of the Installed Reserve Margin for such Delivery Year multiplied by the Preliminary Forecast 
Peak Load for which such FRR Entity is responsible under its FRR Capacity Plan for such 
Delivery Year, plus (b) the lesser of (i) 3% of the Unforced Capacity amount determined in (a) 
above or (ii) 450 MW. If the FRR Entity is not responsible for all load within a Zone, the 
Preliminary Forecast Peak Load for such entity shall be the FRR Entity's Obligation Peak Load 
last determined prior to the Base Residual Auction for such Delivery Year, limes Ihe Base FRR 
Scaling Factor (as deiermined in accordance with Schedule 8.1). 
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1.83 Transmission Facilities shall mean facilities thai: (i) are within the PJM Region; 
(ii) meet Ihc definition of transmission facilities pursuant to FHRC's L'niform System of 
Accounts or have been cla.ssified as transmi.ssion facilities in a ruling by FF.RC addressing such 
facilities; and (iii) have been demonstrated to the satisfaction of the Office of the Interconnection 
to be integrated with the PJM Region transmission system and iniegrated into the planning and 
operation of the PJM Region to serve all of ihe power and transmission customers within the 
PJ.M Region. 

1.84 Transmission Owner shall mean a Member thai owns or leases with rights 
equivalent to owntrship Transmission Facilities. Taking transmission service shall not be 
sufficient to qualify a Member as a Transmission Owner. 

1.85 Transmission Owners Agrcenient shall mean that certain Consolidated 
Transmission Owners Agreement, dated as of December 15, 2005 and as amended from lime to 
time, among transmission owners within the PJM Region. 

1.86 Unforced Capacity shall mean installed capacity rated at summer conditions lhat 
is not on average experiencing a forced outage or forced derating, calculated for each Capacity 
Resource on the 12-monlh period from October to September without regard to the ownership of 
or the contractual rights to the capacity of the unit. 

1.87 West RAA shall mean the "PJM West Reliability Assurance Agreement among 
the U>ad Serving Enfifies in the PJM West Region," on file with FERC as PJM Rate Schedule 
FERC No. 32. 

1.88 Zonal Capacity Price shall mean the price of Unforced Capacity in a Zone that 
an LSE that has not elected the FRR Altemative is obligated to pay for a Delivery Year as 
determined pursuant to Attachment DD to the PJM Tariff 

1.89 Zone shall mean an area within the PJM Region, as .set forth in Schedule 15, or as 
such areas may be (i) combined as a result of mergers or acquisitions or (ii) added as a result of 
the expansion of the boundaries of the PJM Region, A Zone shall include any Non-Zone 
Network Load (as defined in the PJM Tariff) located outside the PJM Region that is served from 
such Zone under Schedule II-A of the PJM Tariff. 
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ARTICLE 2 - PURPOSE 

This Agreement is intended to ensure that adequate Capacity Resources, including 
planned and existing Generation Capacity Resources, planned and existing Demand Resources, 
and ILR will be planned and made available to provide reliable service to loads within the PJM 
Region, to assist other Parties during Emergencies and to coordinate planning ofsuch resources 
consistent with the Reliability Principles and Standards. Further, it is the intention and objective 
of the Parties lo implement this Agreement in a manner consistent with the development of a 
robu.st competitive marketplace. To accomplish these objectives, this Agrtx'ment is among all of 
the Load Serving Entities within the PJM Region. Unless this Agreement is terminated as 
provided in Section 3.3, every entity which is or will become a Load Ser\'ing Entity within the 
PJM Region is to become and remain a Party to this Agreement or lo an agreemenl (such a.s a 
requirements supply agreement) with a Party pursuant to which lhal Party has agreed to acl as the 
agent for the Load Serving Entity for purposes of satisfying the obligations under this Agreement 
related to the load within the PJM Region of thai Load Serving Entity. Nothing herein is 
intended to abridge, alter or otherwise affect the emergency powers the Office of the 
Interconnection may exercise under the Operating Agreemenl and PJM Tariff, 

ARTICLE 3 - TERM AND TERMINATION OF THE AGREEMENT 

3.1 Term. This Agreement shall become effective as of June I, 2007 and shall 
govem (inforecd Capaciiy Obligations for the Planning Period beginning as of that date ('initial 
Delivery Year"), and for each Planning Period thereat^er, unless and until terminated in 
accordance with the terms hereof 

3.2 Transition Provisions. The East RAA, West RAA, and South RAA shall 
govem, in accordance with their terms now in effect or as hereafter validly amended, capacity 
requirements for each Planning Period through the end of the Planning Period ending May 31, 
2007. Subject to the termination provisions in each such agreement, the East RAA. West RAA. 
and South RAA shall terminate effective 11:59:59 p.m. on May 31, 2007. 

3.3 Termination, 

3.3-1 Rights to Terminate. This Agreement may be terminated by a vote in Ihe 
Members Committee to terminate (he Agreement by an affirmative Sector Vote as specified in 
the Operating Agreement and upon the receipt of all Required Approvals related to the 
termination of this Agreement, Any .such termination must be approved by the PJM Board and 
filed with Ihe FERC and shall become effective only upon the FERC's approval. 

3.3.2 Obligations upon Termination. Any provision of this Agreement lhat 
expressly or by implication comes into or remains in force following the termination of this 
Agreement shall survive such termination. The surviving provisions shall include, but shall not 
be limited to: (a) final .settlement of the obligations of each Party under Articles 8 and 12 of (his 
Agreement, including the accounting for the period ending with the last day of the month for 
vs'hich the Agreement is effective, (b) the provisions of this Agreement necessary to conduct final 
billings, collections and accounting with respect to all matters arising hereunder and (c) the 
indemnification provisions as applicable lo periods prior to such termination. 
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ARTICLE 4 - ADDITION OF NEW PARTIES 

Each Party agrees that any entity that (i) is or will become a Load Serving Entity, (ii) 
complies with the process and data requirements set forth in Schedule I, and (iii) meets the 
standards for interconnection set forth in Schedule 2 shall become a Party lo this Agreement and 
shall be listed on Schedule 16 of this Agreement upon becoming a party to the Operating 
Agreement, and execution of a counterpart of this Agreement. 

ARTICLE 5 " WITHDRAWAL OR REMOVAL OF A PARTY 

5.1 Withdrawal of a Party. 

5.1.1 Notice. Upon written notice to the Office of the Interconnection, any 
Party may withdraw from this Agreement, effective upon the completion of its obligations 
hereunder and the documentation by such Party, to the satisfaction of the Office of the 
Interconnection, lhat such Party is no longer a Load Serving F-ntity. 

5.1.2 Determination of Obligations. A Party's obligations hereunder shall be 
completed as of the end of the last monlh for which such Party's obligations have been 
set at the time said notice is received, except as provided in Article 13, or unless the 
Members Committee determines thai the remaining Parties will be able to adjust their 
obligations and commitments related to the performance of this Agreement consistent 
with such earlier withdrawal dale as may be requested by the withdrawing Party, without 
undue hardship or cosL while maintaining the reliability of the PJM Region. 

5.1.3 Survival of Obligations upon Withdrawal, (a) The obligations of a 
Party upon its withdrawal from this Agreement and any obligations of that Party under 
this Agreement al the time of its withdrawal shall sur\'ivc the withdrawal of the Party 
from this Agreement. Upon the withdrawal of a Party from this Agreement, final 
scltlement of the obligations of such Party under Articles 7 and 11 of this Agreement 
shall include the accounting through the dale established pursuant to Sections 5.1.1 and 
5.1.2. 

(b) Any Party that withdraws from this Agreement shall pay all costs and 
expenses associated with additions, deletions and modifications to communication, 
computer, and other affected facilities and procedures, including any filing fees, to effect 
the withdrawal of the Party from the Agreement. 

(c) Prior to withdrawal, a withdrawing Party de.siring to remain 
inlerconnected with the PJM Region shall enter into a control area to control area 
inlerconnection agreement with the Office of the Interconnection and the transmissi(m 
owner or Electric Distributor within the PJM Region wiih which its facilities are 
inlerconnected. 
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5.1.4 Regulator^- Review. Any withdrawal from this Agreement shall be filed 
with FERC and shall become effective only upon FERC's approval. 

5.2 Breach by a Party. If a Party (a) fails to pay any amount due under Ihis 
Agreement within 30 days after the due date or (b) is in breach of any material obligation under 
this Agreement, the OfVicc of the Interconnection shall cause a notice of such non-payment or 
breach to be sent to that Party. If the Party fails, wilhin 3 days of the receipt ofsuch notice 
(except as otherwise described below), to cure such non-payment or breach, or if the breach 
cannoi be cured within such time and if the Party does not diligently commence lo cure the 
breach within such fime and to diligently pursue such cure to completion, the Office of the 
Interconnection and the remaining Parties may, without an election of remedies, exercise all 
remedies available at law or in equity or other appropriate proceedings. Such proceedings may 
include (c) the commencement of a proceeding before the appropn'ate slate regulatory 
commission(s) to request su.spension or revocation of the breaching I*arty's license or 
authorization to serve retail load within the state(s) and/or (d) bringing any civil action or actions 
or recovery of damages that may include, but not be limited lo. alt amounts due and unpaid by 
the breaching Party, and all costs and expenses rea.sonably incurred in the cxcrci.sc of its 
remedies hereunder (including, but not limited lo, reasonable attorneys' fees), 

ARTICLE 6 - MANAGEMENT AD.MINISTRATION 

Except as otherwise provided herein, this Agreement shall be managed and administered 
by the Parties, Members, and Stale Consumer Advocates through the Members Committee and 
the Markets and Reliability C'ommillec as a Standing Committee thereof, except as delegated to 
Ihc Office of the Interconnection and except that only the PJM Board shall have the authority to 
approve and authorize the filing of amendments to this Agreement with the FERC. 

ARTICLE 7 - RESERVE REQUIREMENTS AND OBLIGATIONS 

7.1 Forecast Pool Rcquiremeni and Unforced Capacity Obligations, (a) The 
Forecast Pool Requirement shall be established xo ensure a sufficient amount of capacity to meet 
the foreca.st toad plus reserves adequate to provide for the unavailability of Generation Capacity 
Resources, load forecasting uncertainty, and planned and maintenance outages. Schedule 4 sets 
forth guidelines with respect lo the Forecast Pool Requirement. 

(b) Unless the Party and its customer that is also a Load Serving Entity agree that 
.such customer is to bear direct re.sponsibiIity for the obligations set forth in this Agreement, (i) 
any Party lhat supplies Full Requirements Service to a Load Serving Enfity within the PJM 
Region shall be responsible for all of that Ixiad Serving Entity's capaciiy obligations under this 
Agreement for the period of such Full Requirements Service and (ii) any Party that supplies 
Partial Requirements Service to a Load Serving Enfity within the PJM Region shall be 
responsible for such p<.>rtion of the capacity obligations of that lx)ad Serving Entity as agreed by 
the Party and the Load Serving Entity so long as the Load Serving Entity's full capacity 
obligation under this Agreement is allocated between or among Parties to this Agreement. 
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7.2 Responsibility to Pay Locational Reliability Charge. Except to the extent its 
capaciiy obligations arc satisfied through the FRR Altemative. each Party shall pay, as lo ihe 
loads il serves in each Zone during a Delivery Year, a Locational Reliability Charge for each 
such Zone during such Delivery Year. The Locational Reliabilily Charge shall equal such 
Party's Daily Unforced Capacity Obligation in a Zone, as determined pursuant to Schedule 8 of 
this Agreement, times the Final Zonal Capacity Price for such Zone, as detennined pursuant to 
Attachment DD of the PJM Tariff. 

7.3 LSE Option to Provide Capacity Resources. A Party obligated to pay a 
Locational Reliability Charge for a Delivery Year may partially or wholly offset amounts it must 
pay for suchcharge by offering Capacity Resources for sale in the Base Residual Auction or 
Second Incremental Auction, if such auction is held, applicable to such Delivery Year; provided 
such resources clear such auctitms. Resources olTered for sale in any such auction must satisfy 
the requirements specified in ihis Agreement and the PJM Manuals. Such a Party may choose to 
nominate a resource in the Base Residual Auction as Self-Supply, may choose to designate a 
price offer for such resource into any such auction, or may indicate in its offer that it wishes to 
commit such resource regardless of the clearing price, in which case the Party shall receive the 
marginal value of system capacity and the price adders for any applicable binding locational 
constraint in accordance with Attachment DD of the PJM Tariff Each such Party acknowledges 
lhat the clearing price it receives for a resource offered for sale and cleared, or Self-Supplied, in 
an auction may differ from the Final Zonal Capacity Price determined for the applicable Zone for 
the applicable Delivery Year, and that the Party shall remain responsible for the Uicalional 
Reliabilily Charge notwithstanding any such difference between Ihe Capacity Resource Clearing 
Price and the Final Ztmal Capacity Price. In addilion, such Parties recognize thai they may 
receive an allocation of Capacity Transfer Rights which may offset a portion of the Locational 
Reliability Charge, and that they may offset a portion of the Locational Reliability Charge by 
nominating ILR, or by offering and clearing Qualifying Transmission Upgrades in the Base 
Residual Auction. 

7.4 Fixed Resource Requirement Alternative. A Party that is eligible for the Fixed 
Resource Requirement Altemative may satisfy its obligations hereunder to provide Unforced 
Capacity by submitting and adhering to an FRR Capacity Plan and meeting all other terms and 
conditions ofsuch alternative, as set forth in this Agreement. 

7.5 Capacity Plans and Deliverability. Each Party elecling to provide Capacity 
Resources lo meet its obligations hereunder shall submit to the Oflice of the Interconnection its 
plans (or revisions to previously submitted plans), as prescribed by Schedule 7, or, in the case of 
a Party electing the FRR Alternative, as prescribed by Schedule 8.1, to install or contract for 
Capaciiy Resources. As set forth in Schedule 10, each Party must designate its Capacity 
Resources as Vetwork Resources or Points of Receipt under the PJM Tariff to allow firm 
delivery of ihc output of its Capacity Resources to the Party's load wilhin the PJM Region and 
each Party must obtain any necessary Firm Transmission Service in an amount sufficient lo 
deliver Capacity Resources from outside the PJM Region to the border of the PJM Region to 
reliably serve the Party's load within (he PJM Region. 
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76 Nature of Resources. Each Party electing to Self-Supply resources, or electing 
the FRR Altemative, shall provide or arrange for specific, firm Capacity Resources that are 
capablcofsupplyjng the energy requirements of it.s'own load on a firm basis without interruption 
for economic conditions and with such other characteristics that are necessary to support the 
reliable operation of the PJM Region, as set forth in more detail in Schedules 6, 9 and 10. 

7.7 Compliance Audit of Parties, (a) For the 36 monihs fr>llowing the end of each 
Planning Period, each Party shall make available the records and supporting information related 
to the performance of this Agreement from such Planning Period for audit. 

(b) The Office of the Interconnection shall cvaluale and deiermine the need for an 
audit of a Party and shall, upon a decision of the Members Committee to require such an audit, 
provide the Party or Parties to be audited with notice at least 90 days in advance of the audit. 

(e) Any audit of a Party ctmducled pursuant to this Agreement shall be performed by 
an independent consultant to be selected by the Office of the Interconnection. Such audil shall 
include a review of tbe Party's compliance with the procedures and standards adopted pursuant 
to this Agreement. 

(d) Prior to the completion of ils audit, the independent consultant shall review its 
preliminary findings with the Party being audited and, upon the completion of its audil, the 
independent consultant shall issue a final audil report detailing the results of Ihe audit, which 
final report shall be issued lo the Party being audited, the OtTice of ihc Interconnection and the 
Markets and Reliability Committee; provided, however, no confidential data of any Party shall 
he disclosed through such audit reports. 

(e) If, based on a final audit report, an adjustment is required lo any amounts due lo 
or from the Parties pursuant to Schedules 8,12, or 13. such adjustmeni shall be accounted for in 
determining the amounts due lo or from the Parties pursuant lo Schedules 8, 12, or 13 for the 
monlh in which the adjustment is identified. 
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ARTICLE 8 - DEFICIENCY, DATA SUBMISSION, AND EMERGENCY 
CHARGES 

8.1 Nature of Charges. Upon the advice and recommendations of the Members 
Committee, the PJM Board shall, subject to any Required Approvals, approve certain charges to 
be imposed on a Party for ils failure to satisfy its obligations under this Agreemenl. as set forth in 
Schedule 12. 

8.2 Determination of Charge Amounts. \ o later than April 1 of each year, the 
Members Committee shall recommend to the PJM Board such charges to be applicable under 
this Agreement during the following Planning Period and Schedule 12, which, upon approval by 
the PJM Board, shall he modified accordingly, subject to the receipt of all Required Approvals. 
The Markets and Reliability Committee may establish projected charges for estimating purposes 
only. 

8.3 Distribution of Charge Receipts. .All of the monies received as a result of any 
charges imposed pursuant to this Agreement shall be disbursed as provided in this Agreement. 

ARTICLE 9 - COORDINATED PLANNING AND OPERATION 

9.1 Overall Coordination. Each Party shall cooperate with the other Parties in the 
coordinated planning and operation of their owned or contracted for Capacity Resources lo 
obtain a degree of reliability consistent with the Reliability Principles and Standards. In 
furtherance ofsuch cooperation each Party shall: 

(a) coordinate its Capaciiy Resource plans with the other Parties to maintain reliable 
service to its own electric customers and Ihose of Ihc other Parties; 

(b) cooperate with the members and associate members of such Party's Applicable 
Regional Reliability Council to ensure the reliability of the region; 

(c) make available its Capacity Resources to the other Parties through the Office of 
the Interconnect it >n for coordinated operalit>n and to supply the needs of ihe PJM Region for 
Operating Reserves; 

(d) provide or arrange for Network Transmission Sen'ice or Firm PoinMo-Poini 
Transmission Service for service to the projected load of the Party and include all Capacity 
Resources as Network Resources designated pursuant to the PJM Tariff or Points of Receipt tor 
Firm Point-to-Point Transmission Service; 

(c) pnwide or arrange for sufficient reactive capability and voltage control facilities 
to meet Good Utility Practice and to be consistent with the Reliability Principles and Standards; 

{0 implement emergency procedures and take such other coordination actions as may 
be necessary in accordance with the directions of the Office of" the Interconnection in times of 
Emergencies; and 
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(g) maintain or arrange for Black Start Capabilily for a portion of its Capacity 
Resources at lca.st equal to that established from limc-lo-timc by the Office of the 
Interconnection. 

9.2 Generator Planned Outage Scheduling. Each Party shall develop, or cause fo 
be developed, its schedules of planned outages of its Capacity Resources. Such schedules of 
planned outages .shall be submitted to the Office of the Interconnection for cxiordination with the 
schedules of planned outages of other Parties and anticipated transmission planned outages. 

9.3 Data Submissions. Each Party shall submit to the Office of the Interconnection 
the data and other informatitm necessary for the performance of this Agreement, including ils 
plans for the addition, modification and removal of Capacity Resources, its load forecasts, and 
such other data set forth in Schedule 11. 

9.4 Charges for Failures to Comply, (a) An emergency procedure charge, as set 
forth in Attachment DD to the PJM Tariff, shall be imposed on any Party that fails to comply 
with the directions oftheOfTJce of the Jntcrconneelion pursuant lo Section 9,](f) 

(b) A data submission charge, as set forth in Schedule 12, shall be imposed on any 
Party lhat fails to submit the data, plans or other information required by this Agreemenl in a 
timely or accurate manner as provided in Schedule 11. 

9.5 Metering. Each Party shall comply with the metering standards for ihc PJM 
Region, as set forth in the PJM Manuals. 

ARTICLE 10 - SHARED COSTS 

10.1 Recording and Audit of Costs, (a) Any atsts related to the performance of this 
Agreement, including the costs of the Office of the interconnection and such other costs that the 
Members Committee determines are to be shared by the Parties, shall be documented and 
rea)rded in a manner acceptable to the Parties. 

(b) The Members Committee may require an audit of such costs; provided, however, 
the cosl records shall be available for audil by any Member or State Consumer Advocate, at the 
sole expense of such Member or Stale Consumer Advocate, for 36 m(mths following the end of 
the Planning Period in which the costs were incurred. 

10.2 Cost Responsibility, The costs determined under Seclion 10.1 (a) shall be 
allocated to and recovered from the Parties lo this Agreement and other entities pursuant to 
Schedule 9-5 of the PJM Tariff. 

ARTICLE 11 - BILLING AND PAYMENT 

11.1 Periodic Billing, Each Party shall receive a statement periodically setting forth 
(i) any amounts due from or lo lhat Party as a result of any charges imposed pursuant to this 
Aga'cment and (ii) that Party's share of any costs allocated to that Party pursuant fo Article 10. 
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To the extent practical, such statements are to he coordinated with any billings or statements 
required pursuant to the Operating Agreemenl or PJM Tariff. 

11.2 Payment. The payment terms and conditions shall be as set forth in the billing 
statement and shall, to the extent practicable, be the same as those then in effect under the PJM 
Tariff. 

11.3 Failure lo Pay. If any Party fails to pay its share of the costs allocated pursuant 
to Article 10. those unpaid costs .shall be allocated to and paid by the other Parties hereto in 
proportion to the sum of the Daily Unforced Capacity Obligations of each such Party for the 
billing month. The Office of the Interconnection .shall enforce collection of a Party's share of the 
costs. 

ARTICLE 12 - INDEMNIFICATION AND LIMITATION OF LIABILITIES 

12.1 Indemnification, (a) Each Party a f̂rees to indemnify and hold harmless each of 
the other Parties, its officers, directors, employees or agents (other Ihan PJM Interconnection, 
L.L.C, its board or the Office of the Interconnection) for all actions, claims, demands, costs. 
damages and liahililies asserted by third parties against the Party seeking indemnification and 
arising out of or relating to acts or omissions in connection wiih this Agreement of the Party 
from which indemnification is sought, except (i) to the extent lhal such liabilities result from the 
willful misconduct of the Party seeking indemnification and (ii) that each Party .shall be 
responsible for all claims of its own employees, agents and servants grtiwing out of any 
workmen's compensalii)n law. Nothing herein shall limit a Party's indemnity t)bligalions under 
Article 16of the Operafing Agreement. 

(b) The amount of any indemnity payment under this Seclion 12.1 shall he reduced 
(including, without limitation, retrt)aetively) by any insurance proceeds or other amounts actually 
recovered by the Party seeking indemnification in respect of the indemnified actions, claims, 
demands, costs, damages or liabilities. If any Party shall have received an indemnity payment in 
respect of an indemnified acfion, claim, demand, cost, damage, or liability and shall subsequently 
actually receive insurance proceeds or other amounts in respect of such action, claim, demand, 
cost, damage, or liability, then such Party shall pay to the Party thai made such indemnity 
payment the lesser of the amount of such insurance proceeds or other amounts actually received 
and retained or the net amount of the indemnity payments actually received previously. 

12.2 Limitations on Liability. No Party will be liable to another Party for any claim 
for indirect, incidental, special or consequential damage or loss of the other Party including, but 
not limited to, loss of profits or revenues, cost of capital or financing, loss of gotxiwill and cost 
of replacement power arising from such Party's carrying out, or failure to carry out, any 
obligations contemplated by this Agreement; provided, however, nothing herein shall be deemed 
to reduce or limit the obligafion of any Party with respect to the claims of persons or entities not 
a party to this Agreement. 

12.3 Insurance. Each Party shall obtain and maintain in force such insurance as is 
required of Load Serving Entities by the states in which il is doing business within the PJM 
Region, 

Issued By: Craig Glazer Effective: June L 2007 
Vice President, Federal Govemmenl Policy 

Issued On: September 29, 2006 



unofficial FERC-Generated PDF of 20061004-0158 Received by FERC OSEC 09/29/2006 in Docjcet*: ER05-14lO-Oo6 

PJ.M Interconnccfjon, L.L.C. Original Sheel No. 20 
Rate Schedule FERC No. 44 

ARTICLE 13 - SUCCESSORS AND ASSIGNS 

Ll.l Binding Rights and Obligation.*;. The rights and obligations created by this 
Agreement and all Schedules and supplements therett) shall inure to and bind the successors and 
assigns of the Parties; provided, however, no Party may assign its rights or obligations under this 
Agreement without the written consent of the Members Committee unless the assignee 
concurrcnlly becomes the Load Serving Entity with regard to the end-users previously served by 
the assignor. 

13.2 Consequences of Assignment. Upon the assignment of all of its rights and 
obligations hereunder to a successor consistent with tbe provisions of Section I3.L the assignor 
shall be deemed to have withdrawn from this Agreement. 

ARTICLE I4-NOTJCE 

Except as olher^vise expressly provided herein, any notice required hereunder shall be in 
wrt'ting and shall be sent: overnight ct)urier, hand delivery, telecopy or other reliable electronic 
means to the representative on the Members Committee of such Party at the address fr)r such 
Party previously provided by such Party to the other Parties. Any notice shall be deemed to have 
been given (i) upon delivery if given by overnight courier, hand delivery or certified mail or (ii) 
upon confirmation if given by facsimile or other reliable elecironie means. 

ARTICLE 15 - REPRESENTATIONS AND WARR.VNTIES 

15.1 Initial Representations and Warranties. Each Party represents and warrants lo 
the other Parties that, as of the date it becomes a Party: 

(a) the I*arty is duly organized, validly existing and in good standing under the laws 
of the jurisdiction where organized; 

(b) tlic execution and delivery by the Party of this Agreement and the performance of 
its obligations hereunder have been duly and validly authorized by all requisite action on the part 
of the Party and do not confiict with any applicable law or with any other agreement binding 
upon the Party, The Agreement has been duly executed and delivered by the Party, and this 
Agreement constitutes the legal, valid and binding obligation of the Party enforceable againsl it 
in accordance with its terms except insofar as the enforceability thereof may be limited by 
applicable bankruptcy, insolvency, reorganization, fraudulent conveyance, moratorium or other 
similar laws affecting the enforcement of creditor's rights generally and by general principles of 
equity regardless of whether such principles arc considered in a proceeding at law or in equity; 
and 

(c) there are no actions at law, suits in equity, proceedings or claims pending or, to 
the knowledge of the Party, threatened against the Party before or by any fcxieral, state, foreign 
or local court, tribunal or governmental agency or authority that might materially delay, prevent 
or hinder the performance by the Party of its obligations hereunder. 
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15.2 Continuing Representations and Warranties. Each Party represents and 
warrants to the other Parties that throughout the temi of this Agreemenl; 

(a) the party is a Load Sei^'ing Entity; 

(b) the party satisfies the requirements of Schedule 2; 

(c) the Party is in compliance with the Reliability Principles and Standards; 

(d) the party is a signatory, or its principals arc signatories, to the agreements set 
forth in Schedule 3; 

(c) (he Party is in good standing in the jurisdiction where incorporated; and 

(0 ihc Party will endeavor in good faith to obtain any corporate or regulatory 
authority necessary to allow the Party to fulfill its obligations hereunder. 

ARTICLE 16 - OTHER MATTERS 

16.1 Relationship of the Parties. This Agreement shall not be interpreted or 
construed to create any assoeiatitm. joint venture, (Jr partnership between or among the Parties or 
to impose any partnership obligation or partnership liability upon any Party. 

16.2 Governing Law. This Agreement shall be interpreted, construed and govemed 
by the laws of the State of Delaware. 

16.3 Severability. Each provision of this Agreement shall be considered severable and 
if tor any reason any provision is determined by a court or regulatory authority of competent 
junsdiction to be invalid, void or unenforceable, the remaining provisions of this Agreement 
shall continue in full force and effect and shall in no way be alTccted. impaired or invalidated, 
and such invalid, void or unenforceable provision shall be replaced with valid and enforceable 
provision or provisions which otherwise give effect to the original intent of the Invalid, void or 
unenforceable provision. 

16.4 Amendment. This Agreement may be amended only by action of the PJM 
Board. Notwithstanding the foregoing, an Applicant eligible lo become a Party in accordance 
with the procedures set forth in Article 4 shall become a Party by executing a counterpart of this 
Agreement without the need for execution ofsuch counterpart by any olher Party. The PJM 
Office of the Interconnection shall file with FERC any amendment to ihis Agreement approved 
by the PJM Board. 

16.5 Headings. The article and scciion headings used in ihis Agreement are for 
convenience only and shall not affect the construction or intcTpretation of any of the provisions 
of this Agreement. 

16.6 Confidentiality, (a) No Party shall have a right hereunder lo receive or review 
any documents, data or other information of another Party, including documents, data or other 
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information provided to the OfTiee of the Interconnection, to the extent such documents, data or 
information have been designated as confidential pursuant to the procedures adopted by the 
Office of the Interconnection or to the extent that they have been designated as confidential by 
another Party; provided, however, a Party may receive and review any composite documents, 
data and other information that may be developed ha.sed on such confidential documents, data or 
information if the compt>silc document does not disclose any individual Party's confidential data 
or information. 

(b) Notwithstanding anything in this Section to the contrary, if a Party is required by 
applicable laws, or in the course of administrative or judicial proceedings, to disclose 
information lhat is otherwise required to be maintained in confidence pursuant to this Section, 
that Party may make disclosure ofsuch information; provided, however, that as soon as the f*arty 
leams of the disclosure requiremcni and prior to making disclosure, lhat Party shall notify the 
affected Party or Parties of the requirement and the terms thereof and the affected Party or 
Parties may direct, al their sole discretion and co.sl, any challenge lo or defense against the 
disclosure requirement and the Party shall cooperate with such affected Parties lo the maximum 
extent practicable to minimize the disclosure of the information consistent with applicable law. 
Each Party shall cooperate with the affected Parties to obtain proprietary or confidential 
treatment ofsuch information by the person to whom such information is disclosed prior lo any 
such disclosure. 

(c) Any contract with a contractor retained to provide technical support or lo 
otherwise as.sist with the administration of this Agreement shall impose on (hat contractor a 
contractual duty of confidentiality that is consistent with this Secfion. 

16.7 Counterparts. This Agreement may be executed in any number of counterparts, 
each of which shall be an original but all of which together will constitute one in,strumcnt, 
binding upon all parties hereto, notwithstanding that all ofsuch parties may nol have executed 
the same counterpart. 

16.8 Ĵ o Implied Waivers. The failure of a Party to insist upon or enforce strict 
performance of any of the provisions of this Agreement shall not be construed as a waiver or 
relinquishment to any extent of such Party*s right to assert or rely upon any such provisions, 
rights and remedies in that or any other instance; rather, the .same shall be and remain in full 
force and effect. 

16.9 No Third Party Beneficiaries. This Agreement is intended to be solely for the 
benefit of the Parties and their respective successors and permitted assigns and is not intended to 
and shall not confer any rights or benefits on any third party not a signatory hereto. 

16.10 Dispute Resolution. Except as otherwise specifically provided in the Operating 
Agreement, disputes arising under this Agreement shall be subject lo the dispute resolution 
provisions of the Operating Agreement. 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by 
their duly authorized representatives. 

[Signatures! 
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SCHEDULE 1 

PROCEDURES TO BECOME A PARTY 

A. Notice 

Any entity thai is or will become a Load Serving Entity within the PJM Region and thus 
a Party to the Reliability Assurance Agreement shall submit a notice to the Office of the 
Interconnection together with (i) its representation that it has satisfied or will (prior to the date 
the Reliability Assurance Agreemenl is to bea>me effective as to lhat entity) satisfy the 
requirements lo become a Party, (ii) all data required to coordinate planning and operations 
within the PJM Region as applicable, in a format defined in the PJM Manuals, and (iii) a deposit 
in an amount to be specified that will be applied toward the ctists of the required analysis. 

The required notice, representations, data and deposit must be submitted in sufficient 
time lo conduct an analysis of the data submitted and to adjust the obligations of the Parties for 
the monlh in which the entity desires to become a Party: 

If the then existing boundaries of the PJM Region would be expanded by an entity 
becoming a Party, lhal entity shall submit the required notice, representation, data 
and deposit no later than when the entity applies for transmission service under 
the PJ.M Tariff. 

If an entity will scne load within the then exisfing boundaries of the PJM Region, 
lhat entity shall submit the required notice, representations, data and deposit as 
.soon as possible prior to the month (i) in which it is to begin serving loads within 
the PJM Region or (ii) in which any agency relationship through which the 
entity's obligations under this Agreement had been satisfied is terminated; 
provided, however, that such submission shall not be required sooner than any 
request for transmission service or any change in the designation of Network 
Resources or points of receipt and loads under the PJM Tariff as.soeialed with 
providing service to those loads. 

B. Analysis of Data 

The notice, representations and data submitted to the Office of the Interconnection arc to 
be analyzed in accordance with procedures consistent with this Agreement and the 
encouragement of reliable operation of the PJM Region. 

C. Response 

Upon completion of the analysis, the Office of the Interconnection will inform the entity 
of (a) the estimated costs and expenses a.ssociated with modifications to communication, 
computer and other facilities and procedures, including any filing fees, needed to include the 
entity as a Party, (h) the entity's share of any costs pursuant to Article 10. and (c) the earliest 
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date uptm which the entity could become a Party. In addition, a counterpart of the Agreemenl 
shall be forwarded for execution. 

D. Agreement by New Party 

After receipt of the response from the Office of the Interconnection, the entity shall 
identify ils representative to the Members Committee and Markets and Reliability Committee 
and execute the counterpart of the Agreement, indicating Ihe desired effective date; provided, 
however, such effective date shall be the first day of a monlh, may be no earlier Ihan the dale 
indicated in the response from the Office of the Interconnection and shall he no later than (i) the 
date on which the entity begins serving loads within the PJ.M Region or (ii) the termination date 
of any agency relationship through which its obligations under this Agreement had been 
satisfied. The executed counterpart of the Agreement, together with payment of ils share of any 
costs then due. shall be relumed as directed by the Office of the Interconnection. 
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SCHEDULE 2 

STANDARDS FOR INTEGRATING AN ENTITY INTO THE PJM REGION 

A. The following standards will be applied by the Office of the Interconnection to determine 
the eligibility of an entity to become a part of the PJM Region. For an entity to be 
integrated into the PJM Region it must possess generation and transmission attributes thai 
would enable the entity lo share its reserves with other entities in the PJM Region. 
Appropriate transmission and reliability studies are lo be perfonned to determine the 
adequate transmission capability necessary to integrate the entity into ihc PJM Region 
consi.stent with Good Utility Practice. 

B. In addition, the entity shall meet the following requirements lo he included in ihe PJM 
Region: 

1. All load, generation and transmission operating as part of the PJM Region's 
interconnected system must be included within the metered boundaries of the 
PJM Region. 

2. The entity will accept and comply with the PJM Region's standards with respect 
lo system design, equipment ratings, operating practices and maintenance 
practices as set forth in the PJM Manuals so that sufTicient electrical equipment. 
c(mlrol capabiUty. information and communication are available to the Office of 
the Interconnection for planning and operation of the PJM Region. 

3. rhe load, gcncratitm and transmission facilities of each entity shall be included in 
the telemetry to the Office of the Interconnection fix>m a 24-hour control center. 
Each system operator in these control centers must be trained and delegated 
sufTicient authority to lake any action necessary to assure that the system for 
which the operator is responsible is operated in a stable and reliable manner. 

4. Each eniiiy must have compatible operational communication mechanisms, 
maintained at its expense, lo interact with the Office of the Interconnection and 
for internal requirements. 

5. Each entity must assure the continued compatibility of its local system energy 
management system monitoring and telecommunications systems to satisfy the 
technical requirements of interacfing with the Office of the Interconnection as it 
directs Ihc operation of the PJM Region. 
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SCHEDULE 3 

OTHER AGREEMENTS TO BE EXECUTED BY THE PARTIES 

Any agreement for Network Transmission Ser\'iee or Firm Point-To-Point Service 
that is required under ihe PJM lariff for service consistent with the requirements 
of Section 9.1(d); and 

• The Operating Agreement. 
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SCHEDULE4 

GUIDELINES FOR DETERMINING THE FORECAST POOL REOUIREMENT 

A. Objective Of The Forecast Pool Requirement 

The Forecasi Pool Requirement shall be determined for the specified Planning Periods to 
establish the level of Capacity Resources lhat will provide an acceptable level of reliahility 
consistent with the Reliability Principles and Standards. 

B. Forecast Pool Requirement and PJ.M Region Installed Reserve Margin To Be 
Determined Annually 

No later than three months in advance of each Base Residual Auciion for a Delivery 
Year, based on ihc projections described in section C of this Schedule, and af̂ er consideration of 
the recommendation of the Members Committee, the PJM Board shall establish the Forecast 
Pool Requirement, including the PJM Region JnsialJed Reserve Margin for all Parties, including 
FRR Entities, for such Delivery Year. Unless otherwise agreed by ihe PJM Board, the Forecast 
Pool Requirement and PJM Region Installed Reserve Margin for such Planning Period shall be 
considcTcd firm and not subject to re-determination thereafter. 

C. Methodology 

Each year, the Forecasi Ptx>l Requirement for at least each of the next five Planning 
Periods shall be projected by applying suitable probability methods to the data and forecasts 
provided by the Parties and obtained from Electric Distributors, as described in Schedule 11, Ihc 
Operating Agreement and in the PJM Manuals. The projecfion of the Forecast Pool Requirement 
shall consider the following data and foreca.sts as necessary: 

t. Scast>nal peak load forecasts for each Planning Period as calculated by PJM in 
accordance with the PJM Manuals reflecting (a) load forecasts with a 50 perecnl 
probability of being too high or loo low and (b) summer peak diversities 
determined by the Office of the Interconnection from recent experience. 

2. Forecasts of aggregate seasonal load shape of the Parties which are consistent 
with forecast averages of 52 weekly peak loads prepared by the Parties and 
obtained from Electric Distributors for their respective systems. 

3- Variability of loads wilhin each week, due to weather and other recurring and 
random factors, a,s determined by the Office of the Interconnection. 

4. Generating unit capability and types for every existing and proposed unit. 

5. Generator Forced Outage rates for existing mature generating units, as determined 
by the Office of the Interconnection, based on data submiitcd by the Parties for 
their respective systems, from recent experience, and for immature and proposed 
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units based upon forecast rates related to unil types, capabilities and other 
pertinent eharacteri.stics, 

6. Generator Maintenance Outage factors and planned outage schedules as 
deiermined by the Office of the Interconnection based on forecasts and historical 
data submitted by the Parties for their respective systems. 

7. Miscellaneous adjuslmenls lo capacity due to all causes, as determined by the 
Office of the Interconnection, based on forecasts submitted by the Parties for their 
respective systems. 

8. Ihe emergency capacity assistance available as a funetiim of interconnections of 
the PJM Region with olher Control Arca,s, as limited by the capacity benefit 
margin considered in the determination of available transfer capability and the 
probable availability of generation in excess of load requirements in such areas. 

D, Capacity Benefit Margin 

Ihc capaciiy benefit margin initially shall be 3,500 megawatts. Periodically, in 
consultation with the Members Committee, Ihe Office t>f the Inlerconneetii>n shall review and 
modify, if necessary, the capaciiy benefit margin to balance extemal emergency capacity 
assistance and internal installed capacity reserves so as to minimize the total cosl of the capacity 
rcscncs of the Parties, consistenl with the Reliability Principles and Standards. I he Office of 
the Interconnection will refiect such modification prospectively in its development of the 
Forecasi Pool Requirement for future Planning Periods. 
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SCHEDULE 4.J 

DETERMINATION OF THE FORECAST POOL REOUIREMENT 

A. Based on the guidelines set forth in Schedule 4. the Forecast Pool 
Rcquiremeni shall be determined as set forth in this Schedule 4. i on an unforced capacity 
basis. 

FPR - (I + IRM/100) * (1- Pool-wide average KFORo'lOO) 
where 

average EFORn = the average c(juivalent demand forced outage rate for the 
PJM Region, stated in percent and determined in accordance with 
Seclion B hereof 

IRM - the PJM Region In.stalled Reserve Margin approved by the PJM 
Board for that Planning Period, stated in perccni 

B. The PJM Region equivalent demand forced outage rate ("average 
EFORD") shall be determined as the capacity weighted EFORD for all units expected (o 
serve loads wilhin the PJM Region during the Delivery Year, as determined pursuant to 
Schedule 5. 

oo 

Issued By: CraigGIazer Effecfive: June 1.2007 
Vice President, Federal Gt>vcmmcnt Policy 

Issued On: September 29, 2006 



Unofficial FERC-Generated PDF of 20061004-0158 Received by FERC OSEC 09/29/2006 in Docket*: ER05-1410-000 

PJM Interconnection, L.L.C. Original Sheel No. 31 
Rale Schedule FERC No. 44 

SCHEDULE 5 
FORCED OUTAGE RAIE CALCULATION 

A. The equivalent demand forced outage rate ("EFORD") shall be calculated as follows: 

EFORn(%)= {(li* FOH - fp • EFPOH) / (SH i ff* FOH){ • 100 

where 
f, - full outage factor 
fp = partial outage factor 
FOH - ftill forced outage hours 
EFPOH - equivalent forced partial outage hours 
SH ~ service hours 

B. Calculation of EFORu for individual Generafion Capacity Resources. 

For each Delivery Year, EFORD shall be calculated at least one month prior lo the start of the 
Third Incremental Auction for: (i) each Generation Capaciiy Resource for which a sell offer will 
be submitted in such Third Incremental Auction: and (ii) each Generation Capacity Resource 
previously committed to serve load in such Delivery Year pursuant to an FRR Capacity Plan or 
prior auctions for such Delivery Year. Such calculation shall be based upon such resource's 
scTvice history in ihc twelve (12) consecutive months ending September 30 last preceding such 
auction. Historical data shall be based on official reports of the Parties under rules and practices 
set forth in the PJM Manuals. Such rate shall also mclude (i) an adjustment, if any, for capacity 
unavailable due to energy limitations detemiined in accordance with definitions and criteria set 
forth in the PJM Manuals and (ii) any olher adjustments approved by the Members Commiticc lo 
adjust the parameters of a designated unit. For purposes of the calculations under this Paragraph 
B, outages deemed to be outside plant management control in accordance with NERC guidelines 
shall not be considered. 

1. The EFORi> of a unit in service twelve or more full calendar months prior lo Ihe 
calculation month shall be the average rate experienced by such unil during the 
twelve-month period specified above. Historical data shall be based on official 
reports of the Parties under mles and practices set forth in the PJM Manuals. 

2. The EFORn of a unit in service at least one full calendar monlh but less than the 
twelve-month period .specified above shall be the average of the EFORp experienced by 
the unit weighted by full monihs of service, and the class average rate for units with that 
capability and of that type wei(^tcd by a factor of [(twelve) minus (the number of months 
the unit was in service)]. Historical data shall be based on official reports of the Parties 
under rules and practices set forth in the PJM Manuals. 

C. Calculation of average HFORD for the PJM Region 

The forecasi average EFORo for the PJM Region in a Delivery Year shall be the average 
of the forced outage rates, weighted fi)r unit capability and expected time in service, 
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attributable to all of the Generation Capacity Resources within the PJM Region, that are 
planned to be in service during the Delivery Year, including Generation Capacity 
Resources purchased from specified units and excluding Generation Capacity Resources 
sold outside the PJM Region from specified units. Such rate shall also include (i) an 
adjustment, if any, for capacity unavailable due to energy limitations determined in 
accordance with definitions and criteria set forth in the PJM Manuals and (ii) any other 
adjustments developed by Ihc OtTice of IntcTconnection and maintained in the PJM 
Manuals to adjust the parameters of a designated unil when such parameters are or will 
be used to determine a future PJM Region reserve requirement and such adjustment is 
required to more accurately predict the future performance of such unit in lighl of 
extraordinary circumstances. For the purposes of thi.s Schedule, the average EFORu shall 
be the average of the capacity-weigh ted EFORi>s of all units commilicd to serve load in 
the PJM Region; and for purposes of Ihe EFORo calculations under this I*aragraph C. 
outages deemed lo be outside plant management control in accordance with NERC 
guidelines shall be considered. All rates shall be in percent. 

1. The EFORD of a unit not yet in service or which has been in service less than one 
full calendar year at the time of forecaiit shall be the class average rate for units 
wiih that capability and of that type, as estimated and used in the calculation of 
the Forecast Pool Requirement. 

2. rhe EFORi) of a unil in .service five or more full calendar years at the time of 
forecast shall be ihc average rate experienced by such unit during the five most 
recent calendar years. Historical data shall be based on official rept>rts of the 
Parties under mles and practices developed by the Office of Interconnection and 
maintained in the PJM Manuals. 

3. Ihe EFORp of a unil tn service at least one full calendar year but less Ihan five 
full calendar years at the time of the forecast shall be determined as follows: 

Full Calendar 
Years of Service 

1 One-fifth the rate experienced during the calendar year. 
plus four-fifths ihc class average rate. 

Two-fifths the average rale experienced during the two 
calendar years, plus three-fifths the class average rate. 

Three-fifths the average rale experienced during the three 
calendar years, plus two-fifths the class averaf^c rate. 

Four-fifths the average rate experienced during the four 
calendar years, plus one-fifth the class average rate. 
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SCHEDULE 6 

PROCEDURES FOR DEMAND RESOURCES AND ILR 

A. Parties can partially or wholly offset the amounts payable for the Locational Reliability 
Charge with Demand Resources or ILR lhat are operated under the direction of Ihc Office 
of the Interconnection. FRR Entities may reduce their capacity obligations with Demand 
Resources that arc operated under the direction of the Office of the Interconnection and 
detailed in such entity's FRR Capaciiy Plan. Demand Resources qualifying under the 
criteria set forth below may be offered for sale or designated as Self-Supply in the Base 
Residual Auction, included in an FRR Capacity Plan, or offered for sale in any 
Incremental Auction, for any Delivery Year for which such resource qualifies. In 
addition, resources qualifying under the criteria set forth below may be certified as ILR 
on behalf of a Party that has not elected the FRR Altemative for a Delivery Year no later 
than three months prior to the first day of such Delivery Year. Qualified Demand 
Resources and ILR may be provided hy a Demand Rest>urce Provider or ILR Provider, 
notwithstanding lhal such provider is not a Party to this Agreement. 

1. A Party must formally nofify, in accordance with the requirements of the PJM 
Manuals and paragraph G of this schedule as applicable, the OfTice of the 
Interconnection of the Demand Resource or ILR that it is placing under the 
direction of the Office of the Inlerconnection. 

2. A Party must agree to reserve, for interruption at the direction of the Office of the 
Interconnecfion, at Iea.st 10 intermptions per Planning Period. 

3. The Demand Resource or ILR must be available during the summer period of 
June through September in the corresponding Delivery Year to be certified, 
offered for sale or Self-Supplied in an auction, or included as Demand Response 
in an FRR Capacity Plan for the corresponding Delivery Year, 

4. A period of no more than 2 hours prior notifiealion must apply to interruptible 
customers. 

5. The initiation of load intermption, upon the request of the Office of the 
Interconnection, must be within ihe authority of the dispatchers of the Party. No 
additional approvals should be required. 

6. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered an emergency action and must be implementable 
prior to a voltage reduction. 

7. A Party must agree to reserve intermptions of at least 6-hour duration. As a 
minimum, such 6-hour duration for intermpfions should be available on weekdays 
during the 8-hour daily peak window for the appropriate season. There will be no 
credit given lo Parties who choose to provide interruption less than 6 htiurs and/or 
exclusive of the above time period. 
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X. An entity offering for sale, designating for self-.supply. or including in any FRR 
Capacity Plan any Planned Demand Resource must demonstrate, in accordance 
with standards and procedures set forth in the PJM Manuals, lhal such resource 
shall have the capabilily to provide a reduction in demand, or otherwise control 
load, on or before the start of the Delivery Year for which such resource is 
com mined. 

B. The Unforced Capacity value of a Demand Resource and ILR will be determined as: 

the product of ihc Nominated Value of the Demand Resource, or the Nominated Value of 
the ILR, times the DR Factor, times the Forecast Pool Requirement. The DR Factor is a 
factor established by the PJM Board with the advice of the Members Commiltec to refiect 
the increase in the peak load carrying capability in the PJM Region due to Demand 
Resources and ILR for ihe PJM Region divided by the total Nominated Value of Demand 
Resources and ILR in the PJM Region, The DR Factor will be detennined using an 
analytical program that uses a probabilistic approach to detemiine reliabilily. The 
determination of the DR Factor will consider the reliability of Demand Resources and 
ILR. the number of intermptions, and the total amount of load reduction. The detailed 
procedures used for calculating the DR Factor shall be set forth in the PJM Manuals. 

C. Demand Resources offered and cleared in a Base Residua) or Incremental Auction shall 
receive ihc corresponding Capacity Resource Clearing Price as determined in such 
auciion, in accordance with Attachment DD of the PJM Tariff 

D. Certified ILR resources shall receive the Adjusted Zonal Capaciiy Price, less the amount 
paid in CTR credits per MW of load in the Zone in which such rcstiurce is offered, in 
accordance with Aflachment DD of the PJM Tariff. 

E. The Party, Electric Distributor, Demand Resource Provider, or ILR Provider that 
establishes a contractual relationship (by contract or tariff rate) with a customer for load 
reductions is entitled to receive the compensation specified in sections C and D for a 
committed Demand Resource or certified ILR, notwithstanding that such provider is not 
the customer's energy supplier. 

F. Any Party hereto shall demonstrate lhat its Demand Resources or ILR performed during 
periods when load management procedures were invoked by the Office of the 
Intcrconnecnion. The OtVicc of the Interconnection shall adopt and maintain mles and 
pri>cedures for verifying the performance of such resources. Jn addition, committed 
Demand Resources and certified ILR that do not comply with the directions of the Office 
of the Interconnection to reduce load during an emergency shall be subject to the penalty 
charge set forth in Attachment DD to the PJM Tariff. 
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(j. Parties may elect to place Demand Resources associated with Behind The Meter 
Generation under the direction of Ihe Office of the Interconnection for a Delivery Year by 
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the 
Base Residual Auction for such Delivery Year. This election shall remain in effect for 
the entirely ofsuch Delivery Year. In ihe event such an election is made, such Behind 
The Meter Generation will not be netted from load for the purposes of calculating the 
Daily Unforced Capaciiy Obligations under this Agreement. 
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SCHEDULE 7 

PLANS TO MEET OBLIGATIONS 

A, Each Party that elects to meet its estimated obligations for a Delivery Year by Self-
Supply of Capacity Resources shall submit to the Office of the Inlerconnection, no Uter 
than one month prior to the start of the Base Residual Auction for such Delivery Year, its 
plans for such Opacity Resources, including (I) installation of C}eneration Capaciiy 
Resources (2) purchases, and (3) installation of Demand Resources or ILR. 

B. The Capacity Rest)urce plans of each Party shall indicate the nature and current .status of 
each resource, including the status of a Planned Generation Capacity Resource or 
Planned Demand Resource, the potential for deactivation or retirement of a Generation 
Capacity Resource or Demand Resource, and the status of commitments for each sale or 
purchase of capacity included in its plans. The Office of the lntere(mnection will review 
the adequacy of the submittals hereunder bolh as to timing and content. 

C- A Party that Self-Supplies Capacity Resources to satisfy its obligations for a Delivery 
Year must submit a Sell Offer as to such resource in the Base Residual Auciion for such 
Delivery Year, in accordance with AUachmcnt DD lo the PJM Tariff 

D. If, at any lime after the close of the Third Incremental Auction for a Delivery Year, 
including at any time during such Delivery Year, a Capacity Resource that a Party has 
committed as a Self-Supplied Capacity Resource becomes physically incapable of 
delivering capacity or reducing load, the Party may submit a replacement Capacity 
Resource to the Office of the Intcreonnection. Such replacement Capacity Resource (1) 
may nol be previously committed for such Delivery Year. (2) shall be capable of 
providing the same quantity of megawatts of capacity or load reduction as the originally 
committed Capacity Resource, and (3) shall be located in the same Locational 
Deliverability Area, if applicable, as the originally committed resource, in accordance 
with Attachment DD to the PJM Tariff, the Office of the Interconnection shall determine 
the acceptability of the replacement Capacity Resource. 
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SCHEDULES 

DETERMINATION OF UNFORCED CAPACITY OBLIGATIONS 

A. For each billing monlh during a Delivery Year, the Daily Unforced Capacity 
Obligation of a Party thai has not elected the FRR Altemative for such Delivery Year 

shall be determined on a daily basis for each Zone as follows; 

Daily Unforced Capaciiy Obligation = OPL x Final Zonal RPM Sealing Factor x FPR 

Where; 

OPL Obligalion Peak Load, defined as the daily summation of 
Ihe weather-adjusted coincident summer peak, last 
preceding the Delivery Year, of the end-users in such /one 
(net of operating Behind The Meter Generation, but not to 
be less than zen>) for which such Party was responsible on 
lhat billing day, as determined in accordance with the 
procedures set forth in the PJM Manuals 

Final Zonal RPM Scaling Factor ^ the factor determined as set forth in 
seclions B and C of this Schedule 

I'PR = the I"orecast Pool Requirement 

Netting of Behind the Meter Cieneration for a Party with regard to Non-Retail Behind the 
Meter Generation shall be subjecl to the following limitaiion: 

For the 2006/2007 Planning Period. 100 percent of ihe operating Non-Rctail Behind the 
Meter Generation shall be netted, provided thai the total amount of Non-Retail 
Behind the Meter Generation in the PJM Region does not exceed 1500 megawatts 
("Non-Retail Threshold"). For each Planning Period/Delivery Year thereafter, the 
N'on-Rctail threshold shall be proportionately increased based on load growih in 
the PJM Region but shall not be greater than 3000 megawatts. Load growth shall 
be detennined by the Office of the Interconnection based on the most recent 
forecasted weather-adjusted coincident summer peak for the PJM Region divided 
by the weather-adjusted coincident peak for the previous summer for the same 
area. After the load growth factor is applied, the Non-Retail Threshold will be 
rounded up or down to the nearest whole megawatt and ihc rounded number shall 
be the Non-Retail Threshold for the current Planning Period and the base amount 
for calculating the Non-Rctail Threshold for the succeeding planning period. If 
the Non-Retail Threshold is exceeded, the amount of operating Non-Retail 
Behind the Meier Generation that a Party may nel shall be adjusted according to 
the following formula: 
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Party Netting Credit - (NRT/ PJM NRBTMG) * Party Operating NRBTMG 

Where: NRBTMG is Non-Retail Behind the Meter Generation 

NRI is the Non-Rctail Threshold 

PJM NRBTMG is the total amount of Non-Retail Behind the Meter Generation in 
the PJM Region 

The total amount of Non-Retail Behind the Meter Generation that is eligible for netting in 
Ihe PJM Region is 3000 megawatts. Once Ihis 300O megawatt limit is reached. 
any additional Non'Rctail Behind Ihe Meter Generation which operates in the 
PJM Region will be ineligible for netting under this section. 

In addition, the Party NRBTMG Melting Credit shall be adjusted pursuant to Schedule 
of this Agreement, if applicable. 

A Party shall be required to report lo PJ.M such information as is required to facilitate the 
determination of its NRBTMG Netting Credit in accordance wiih Ihc procedures 
set forth in the PJM Manuals. 

B. Following (he Base Residual Auction for a DeUvery Year, the OfTice of the 
Interconnection shall determine the Base Zonal RPM Scaling Factor and the Ba,se Zonal 
Unforced Capacity Obligation for each Zone for such Delivery Year as follows: 

Base Zonal Unforced Capacity Obligation =̂  (ZWNSP * Base Zonal RPM Scaling Factor 
* FPR) + Forecast Zonal ILR Obligation 

and 

Base Zonal RPM Scaling Factor - ZPLDY/ZWTMSP x [RUCO / (RPLDY x FPR)] 

Where: 

ZPLDY -- Preliminary Zxjnal Peak Load Forecast for such Delivery Year 

ZWNSP = Zonal Weather-Normalized Summer Peak for the summer season 
concluding four years prior to the commencement ofsuch Delivery 
Year 

RUCO^ the RTO Unforced Capacity Obligalion satisfied in the Base 
Residual Auction for such Delivery Year. 

RPLDY = RTO Preliminary Peak Load Forecast for such Delivery Year. 
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For purposes of such dclerminalion. PJM shall determine the Preliminary RTO Peak 
Load I'orecast, and the Preliminary Zonal Peak Load Forecasts for each Zone, in 
accordance with the PJM Manuals for each Delivery Year no later than one month prior 
to the Base Residual Auction for such Delivery Year. PJM shall deiermine the Final 
RTO and Zonal Peak Load Forecasts in accordance with the PJM Manuals for each 
Delivery Year no later than one monlh prior to the Second Incremental Auction for such 
Delivery Year; provided, however, that if the Second Incremental Auction is not 
conducted, the Preliminary RTO and Zonal Peak Load Forecasts for Ihc Delivery Year 
shall be the Final RTO and Zonal Peak Load Forecasts, respectively, for such year. PJM 
shall determine the most recent Weather Normalized Summer Peak for each Zone no 
later than seven months prior to the start of the Delivery Year, and shall calculate Ihc 
RTO Weather Normalized Summer Peak as the sum of ihe Weather Normalized Summer 
Peaks for ail Zones. 

C- The Final RTO Unforced Capacity Obligation for a Delivery Year shall be equal to the 
sum of (i) the unforced capacity obligations satisfied through the Base Residual Auction 
and the Second Incremental Auction, if held, and (ii) the Foreea.st RTO ILR Obligation 
for such Delivery Year. The Final Zonal Unforced Capacity Obligation shall be equal to 
the sum of (i) the Base Zonal Unforced Capacity Obligalion, and (ii) the unforced 
capaciiy obligation satisfied in the Second Incremental Auction limes (the increase in the 
Final Zonal Peak Load Forecast from the Preliminary Zonal Peak Load Forecast divided 
by the increase in Ihc RTO Final Peak Load Forecast from the RTO Preliminary Peak 
Load Forecast). If a Second Incremental Auction is not conducted, ihe Final Zonal 
Unforced Capaciiy Obligalion shall be equal to the Base Zonal Unforced C'apacity 
Obligalion. The Final Zonal RPM Scaling Factor shall be equal to the Final Zonal 
Unforced Capacity Obligation divided by (FPR times the Zonal Weather Normalized 
Summer Peak for the summer concluding prior lo the commencement of such Delivery 
Year). 

D. 1, No later ihan five months prior to the start of each Delivery Year, the Electric 
Distributor for a Zone shall allocate the most recent Weather Normalized Summer Peak 
for such Zone to determine the Obligation Peak Load for each end-use customer within 
such Zone. 

2. During the Delivery Year, no later than 36 hours prior to the start of each 
operafing day, the Electric Distributor shall provide to PJM for each Party to this 
Agreement serving load in such Electric Distributor's Zone the Obligation Peak Load for 
all end-use customers ser^'ed by such Party in such Zone. The daily Unforced Capacity 
Obligation of a Party for such Operating Day shall not be subject to change thereafter. 

3. For purposes ofsuch allocations, the daily sum of the Obligation Peak Loads of 
all Parties serving load in a Zone must equal the Zonal Obligation Peak Load for such 
Zt)ne. 
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SCHEDULE K.t 

FIXED RESOURCE REOUIREMENT ALTERNATIVE 

A. The Fixed Resource Requirement ("FRR") Allemafive provides an altemative mean.s. 
undt^ the tenns and conditions of this Schedule, for an eligible Load-Serving Entity lo satisfy its 
obligation hereunder to commit Unforced Capaciiy to ensure reliable service to loads in the PJM 
Region. 

B. Eligibility 

1. Except as provided in subsection B.3 below, a Party is eligible to select the FRR 
Ailemative if il (a) is an lOU, Electric Cooperative, or Public Power Entity; and (b) demonstrates 
Ihe capability lo satisfy the Unforced Capacity obligation for all load in an FRR Service Area, 
including all expected load growth in such area, for the Icmi ofsuch Party's participation in the 
FRR Altemauve. 

2. A Party eligible under B. 1 above may select the FRR Altemative only as to all of 
its load in the PJM Region; provided however, lhat a Party may select the FRR Ailemative for 
only part of its load in the PJM Region if (a) the Party elects the FRR Alternative for all load 
(including all expected load growth) in one or more FRR Ser\ice Areas; (b) Ihe Party complies 
with the rules and procedures of the Office of the Interconncciion and all relevant Electric 
Distributors related to the metering and reporting of load data and settlement of accounts for 
separate FRR Service Areas; and (e) the Party separately allocates its Capacity Resources to and 
among FRR Service Areas in accordance with rules specified in the PJM Manuals. 

3. Single Customer LSEs as identified in accordance with subsection B.3.a below 
shall be eligible lo elect ihc FRR Alternative upon the terms and condifions of this Schedule and 
the following additional terms and amditions. The aggregate Obligalion Peak Load of all Single 
Customer LSEs electing the FRR Alternative in the PJM Region shall nol exceed 1000 MW. 

a) Single-Customer LSEs eligible for the FRR Alternative shall be limited to those 
that (i) signed that certain Settlement Agreement dated September 29, 2006 in 
FERC Docket Nos. ER05-MI0 and EL05-M8 (or is an entity that was a named 
member of an association or coalition that was a signatory lo such settlement and 
did not file or join in any comments opposing such settlement); and (ii) elected 
the FRR Alternative on or before April I, 2008. The Office of the 
Interconnection, as necessary, .shall establish and pt>st in the PJM Manuals open-
sea.son procedures to apportion the maximum allowed service under the FRR 
Altemative among interested Single-Customer LSEs. 

b) The Single-Customer LSE must install and maintain wholesale metering at each 
location that is monitored by, and regularly reported to, the Office of the 
Interconnecfion. 

c) Each Single-Customer LSE warrants that (i) il has and shall maintain and enforce 
the contract right during the term of its election of the FRR Altemafive to prohibit 
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ils retail cuslomer(s) from terminating service from the Single-Customer LSE and 
obtaining such service from a different LSE; and (ii) it has and shall maintain for 
such term Financial Security or a Corporate Guaranty, both as defined in 
Attachment Q to the PJM lariff. in an amount .sufficient to cover any charge 
assessed under subsection B.3.c. A Single-Customer LSE will not violate its 
requirement under Ihis subsection in the event thai the retail cu.stomer terminates 
its service from the Single-Cuslomer LSE and obtains service from an LSE lhat is 
an FRR Entity, provided lhat Ihe Single-Customer LSE assigns Capaciiy 
Resources to the LSE providing such service in an amount equal to the Daily 
Unforced Capaciiy Obligation related to such retail customer. 

d) Each Single-Customer LSE shall obtain from its retail customcr(s) and provide to 
the Office of the Interconnection and the entity designated under state law. order, 
or mle as such customer's default service provider or provider of last resort and 
the Electric Distributor a written statement agreeing lhat in the event such 
customer terminates its service from Ihc Single-Customer LSE and obtains such 
service from a Party that is nol an FRR Entity, then such customer's load shall be 
treated as ILR for the remaining duration of the period Ibr which such Single-
Customer LSE had elected the FRR Altemative. that for such purpose the Electric 
Distributor is authorized to obtain certification ofsuch load as ILR, and that ihe 
customer agrees to provide the Electric Distributor with all infomiation required 
for such certification. Nothing in this provision shall preclude such customer 
from using its owned or controlled generation to facilitate the intermptitm of its 
load as ILR, 

c) A Single-Customer LSE shall be assessed an Unauthorized I-oad transfer Charge 
in the event .such LSEs retail customer Icrminalcs its service from .such LSE and 
obtains service from a Party that has not elected the FRR Alternative, or in the 
event such load transfer occurs to a Party that has elected the FRR Altemative, 
but the Single-Customer LSE docs not transfer sufficient Capacity Resources as 
required by subsection B.3.c. Such charge shall equal two times the Cost of New 
Entry times the Daily Unforced Capacity Obligalion related lo such customer for 
the remaining duration of the period for which such Single-Customer LSE elected 
the FRR Alternative. 

f) Each Single Customer LSE shall provide to the Office of the Interconneclion an 
FRR Capacity Plan in accordance with this .schedule. Such FRR Capacity Plan, in 
addition to complying with all other applicable requirements of this Schedule, 
shall identify and rammit for at least five delivery years Capaciiy Resources 
sufficient lo satisfy such LSEs Daily Unfi>recd Capacity Obligations hereunder 
consisting of generation assets or physical supply contracts that qualify as a 
forward contract' or a 'commodity contract' under the U.S. Bankmptcy Code. 
Each Single-Customer LSE warrants that all generation assets and forward supply 
contracts included in ils FRR Capacity Plan shall be assigned to any successor-in-
interest of its retail eu.stomer(.s)'s a.ssets and operations 
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C. Election, and Termination of Election, of FRR Altemative 

1. No less than two monihs before the conduct of the Ba.se Residual Auciion for the 
first Delivery Year for which such election is to be effective, any Party seeking lo elect the IRR 
Alternative shall notify the Ollice of the Interconnection in writing of such election. Such 
election shall be for a minimum term of five consecutive Delivery Years. No later than one 
month before such Base Residual Auction, such Party shall submit its FRR Capacity Plan 
demonstrating its commilmcnl of Capacity Resources for the temi ofsuch election sufficient to 
meet such Party's Daily Unforced Capacity Obligation (and all other applicable obligations 
under this Schedule) for Ihe load identified in such plan. 

2. An FRR Entity may tenninate its election of the FRR Altemative effective with 
the commeneeineni of any Delivery Year following the minimum five DelivcTy Year 
commitment by providing written notice ofsuch termination lo the Office of the Interconnection 
no later than two months prior to the Base Residual Auction for such Delivery Year, An FRR 
Entity that has terminated ils election of the FRR Alternative shall not be eligible to re-elect the 
FRR Altemative for a period of five consecutive Delivery Years following the effective date of 
such termination, 

3. Notwithstanding subsections C. I and C.2 of this Schedule, in the event of a Stale 
Regulatory Structural Change, a Party may elect, or terminate its election of, the FRR 
Alternative effective as to any Delivery Year by providing written notice of such election or 
termination to the Office of ihc Interconnection in good faith as soon as the Party becomes aware 
ofsuch State Regulatory Stmctural Change but in any event no later than two months prior to the 
Ba.se Residual Auciion for such Delivery Year. 

4. To facilitate the elections and notices required by this Schedule, the Office of the 
loterconnectton shall post, in addition to the information required by Section 5.M(a) of 
Attachment DD to the PJM Tariff, the percentage of Capacity Resources required to be located 
in each Locational Deliverability Area by no later than one month prior lo Ihe deadline for a 
Party to provide such elections and notices. 

D. FRR Capacity Plans 

1. Each FRR Entity shall submit ils initial FRR Capacity Plan as required by 
sub.seclion CA of this Schedule, and shall annually extend and update such plan by no later than 
one month prior to the Base Residual Auction for each succeeding Delivery Year in such plan. 
Each FRR Capaciiy Plan shall indicate the nature and current status of each resource, including 
the status of each Planned Generation Capacity Resource or Planned Demand Resource, the 
planned deactivation or retirement of any Generation Capacity Resource or Demand Resource, 
and the status of commitments for each sale or purchase of capacity included in such plan. 

2. The FRR Capaciiy Plan of each FRR Entity lhat commits that it will not sell 
surplus Capacity Resources as a Capacity Market Seller in any auciion conducted under 
Attachment DD of the PJM Tariff, or to any direct or indirect purchaser that uses such resource 
as the basis of any Sell Offer in such auction, shall designate Capacity Resources in a megawatt 
quantity no less than the Forecast Pool Requirement for each applicable Delivery Year fimes the 
FRR Entity's allocated share of the Preliminar>' Zonal Peak Load Forecasi for such Delivery 
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Year, as determined in accordance with procedures sel forth in the PJM Manuals. If the 
FRR Emily is not responsible for all load within a Zone, the Preliminary Foreea.st Peak Load for 
such cniily shall be the FRR Entity's Obligalion Peak Load last determined prior lo the Base 
Residual Auction for such Delivery Year, times the Base FRR Scaling Factor. The FRR 
Capacity Plan of each FRR Enlity that does nol commit that it will not sell surplus Capacity 
Resources as set forth above shall designate Capacity Resources at least equal to the Threshold 
Quantity, fo the extent the FRR Entity's allocated share of the Final Zonal Peak Load Forecast 
exceeds the FRR Entity's allocated share of the Preliminary Ztmal Peak Load Forecast, such 
FRR Entity's FRR Capacity Plan shall be updated to designate additional Capacity Resources in 
an amount no less than the Forecast Pool Requirement times such increase; provided, however, 
any excess megawatts of Capacity Resources included in such FRR Emily's previously 
designated Threshold Quantity, if any, may be used to satisfy the capacity obligation tor such 
increased load. 

3. As lo any FRR Entity, the Base Zona] FRR Scaling Factor for each Zone in which 
it serves load for a Delivery Year shall equal ZPLDY/ZWNSP. where: 

ZPLDY - Preliminary Zonal Peak Load I-orecast for such Zx)nc for such Delivery 
Year; and 

ZWNSP = Zonal Weather-Normalized Summer Peak Load for such Zone for the 
summer concluding fitur years prior to the commencement ofsuch DelivcTy Year. 

4. Capacity Resources identified and commirted in an FRR Capacity Plan shall meet 
all requirements under this Agreement and the PJM Operating Agreement applicable to Capacity 
Resources, including, as applicable, requirements and milestones for Planned Generation 
Capacity Resources and Planned Demand Resources. A Capacity Resource submitted in an FRR 
Capacity Plan must be on a unit-specific basis, and may not include "slice of system" or similar 
agreements that arc not unil specific. An FRR Capacity Plan may include bilateral transactions 
that commit capaciiy for less than a full Delivery Year only if the resources included in such plan 
in the aggregate satisfy all obligations for all Delivery Years. All demand response, load 
management or similar programs on which such FRR Entity intends Io rely for a Delivery Year 
must be included in Ihe FRR Capaciiy Plan submitted three years in advance ofsuch Delivery 
Year and must satisfy all requirements applicable to Demand Resources, including, without 
limitation, those set forth in Schedule 6 to this Agreement; provided, however, that previously 
uncommitted Unforced Capacity from such programs may be used lo satisfy any increased 
capaciiy obligalion for such FRR Entity resulting from a Final Zonal Peak Load Forecasi 
applicable to such FRR Entity. 

5. For each LDA for which the Office of the Interconnection has established a 
separate Variable Resource Requirement Curve for any Delivery Year addressed by such FRR 
Capacity Plan, the plan must include a minimum percentage of Capacity Resources for such 
Delivery Year located within such LDA. Such minimum percentage ("Percentage Inlemal 
Resources Required") will be calculated as the LDA Reliabilily Requirement less the CEIL for 
Ihc Delivery Year, as determined by the RTEP process as .set forth in the PJM Manuals. Such 
requirement shall be expressed as a percentage of the Unforced Capacity Obligation based on the 
Preliminary Zonal Peak Load Forecast multiplied by the Forecast Pool Requirement. 
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6. An FRR Enlity may reduce such minimum percentage as to any LDA to the 
extent ihc FRR Kntity commits to a transmission upgrade thai increases the capacity emergency 
transfer limit for such LDA. Any such transmission upgrade shall adhere to all requirements for 
a Qualified Transmission Upgrade as set forth in Attachment DD to the PJM Tariff The 
increa.se in CETL used in the FRR Capaciiy Plan shall be lhat approved by PJM prior to 
inclusion of any such upgrade in an FRR Capacity Plan. The FRR Entity shall designate specific 
additional Capacity Resources located in the LDA from which Ihe CHTL was increased, lo the 
extent ofsuch increase, 

7. The Office of the Interconnection will review the adequacy of all submittals 
hereunder bolh as lo timing and content, A Party lhat seeks it) elect Ihe I'RR AJtemafive thai 
submits an FRR Capacity Plan which, upt>n review by the OfTice of Ihe Interconnection, is 
determined not to satisfy such Party's capacity obligations hereunder, shall not be permitted to 
elect the FRR Alternative, If a previously approved FRR Emily submits an FRR Capacity Plan 
that, upon rcview by the Office of the Interconneclion, is deiermined not to satisfy such Party's 
capacity obligations hereunder, the OfTice of Ihc Interconnection shall notify the FRR Eniiiy. in 
wrifing, of the insufficiency within five (5) business days of the submittal of the FRR Capacity 
Plan. If Ihc FRR Entity does not cure such insufficiency within fwc (5) business days after 
receiving such nolicc of insufficiency, then such FRR Entity shall be asse.s.sed an FRR 
Commitment Insufficiency Charge, in an amount equal lo two times the Cost of New Entry tor 
the relevant location, in S/MW-day, times the shortfall of Capaciiy Resources below the FRR 
Entity's capaciiy obligation (including any Threshold Quanliiy requirement) in such l-RR 
Capaciiy Plan, for the remaining term ofsuch plan. 

H. In a state regulatory jurisdiction that has implemented retail choice, the FRR 
Entity must include in its FRR Capacity Plan all load, including expected load growth, in the 
FRR Service Area, notwithstanding the loss of any such load lo or among altemative retail LSE.s. 
In the case of load reftccted in the FRR Capacity Plan thai switches lo an altemative retail LSE, 
where the state regulatory jurisdicfion requires switching customers or the LSE to compensate 
the FRR Entity for its FRR capacity obligafions, such state compensation mechanism will 
prevail. In the absence of a state compen.sation mechanism, the applicable aliemativc retail LSE 
shall compensate the FRR Entity at the capacity price in the unconstrained portions of the PJM 
Region, as determined in accordance with Attachment DD to the PJM I ariff, provided lhat the 
FRR Entity may, at any time, make a filing with FERC under Sections 205 of the Federal Power 
Act proposing to change the basis for compensation to a method based on the FRR Entity's cost 
or such other basis shown to be just and reasonable, and a retail LSE may at any time exercise its 
rights under Section 206 of the FPA. 

9. Notwithstanding the foregoing, in lieu of providing the compen.sation described 
above, such altemative retail LSE may, for any Delivery Year subsequent to those addressed in 
the FRR Emily's then-current FRR Capacity Plan, provide to the FRR Entity Capaciiy Resources 
sufficient to meet the capacity obligation described in paragraph D.2 for the switched load. Such 
(Capacity Resources shall meet all requirements applicable to Capacity Resources pursuant to this 
Agreement and the PJM Operating Agreement, all requirements applicable to resources 
committed lo an FRR Capaciiy Plan under this Agreement, and shall be committed to .service lo 
the switched load under the FRR Capacity Plan ofsuch FRR Entity, The alternative retail LSE 
shall provide the FKR Entity all information needed to fulfill these requirements and pennit the 
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resource to be included in ihe FRR Capacity Plan. The alternative retail LSE, rather than the 
FRR Entity, shall be responsible for any performance charges or compliance penalties related to 
the performance of the resources committed by such LSE to the switched load. For any Delivery 
Year, or portion thereof, the foregoing obligations apply to the aliemativc retail LSE serving the 
load during such time period, PJM shall manage the transfer accounting associated with such 
compensation and shall administer the collection and payment of amounts pursuant to the 
compensation mechanism. 

Such load shall remain under the FRR Capacity Plan until the effective date of any lermtnatitm 
t>f the FRR Alternative and, for such period, shall not be subject to Locational Reliability 
Charges under Section 7.2 of this Agreement. 

E. Conditions un Purchases and Sales of Capacity Resources by FRR Entities 

1. An FRR Fntily may not include in its FRR Capacity Plan for any Delivery Year 
any Capacity Resource that has cleared in any auciion under Attachment DD of the PJM fariff 
for such Delivery Year. Nothing herein shall preclude an FRR Enlity from including in its FRR 
Capacity Plan any Capacity Resource lhat has nol cleared such an auction for such Delivery 
Year, Furthermore, nothing herein shall preclude an FRR Entity from including in ils FRR 
Capacity Plan a Capacity Resource obtained from a ditfereni FRR Entity, provided, however. 
that each FRR Entity shall be individually resptmsible for meeting its capacity obligalit)ns 
hereunder, and provided further that the .same megawatts of Unforced (rapacity shall not be 
committed xo mt>re than one FRR Capacity Plan for any given Delivery Year. 

2. An FRR Entity that designates Capacity Resources in its FRR Capacity Plan for a 
Delivery Year based on the Threshold Quantity may offer to sell Capacity Resources in excess of 
that needed for the Threshold Quantity in any auction conducted under Attachment DD of the 
PJM Tariff for such Delivery Year, but may not offer tti sell Capacity Resources in the auctions 
for any such Delivery Year in excess of an amount equal to the lesser of (a) 25% limes the 
Unforced Capacity equivalent of the Installed Rcsen'e Margin fi)r such DeUvery Year multiplied 
by the Preliminary Forecast Peak Load for which such FRR Enlity is responsible under its FRR 
Capacity Plan for such Delivery Year, or (b) 1300 M W. 

3. An FRR Entity that designates Capacity Resources in its FRR Capaciiy Plan for a 
Delivery Year based on the Threshold Quantity may not offer to sell such resources in any 
Reliability Pricing Model auction, but, but may use such resources to meet any increased 
capacity obligation resulting from unanticipated growth of the loads in its FRR Capacity Plan, or 
may sell such resources to serve loads located outside the PJM Region, or to another FRR Entity, 
subject lo subsection E.I above. 

4. A Party that has selected the FRR Altemative for only part of its load in the PJM 
Regi(m pursuant (o Section B.2 of this Schedule that designates Capacity Resources as Self-
Supply in a Reliability Pricing Model Auction to meet such Party's expected Daily Unforced 
Capaciiy Obligation under Schedule 8 shall not be required, solely as a result of such 
designation, lo identify Capacity Resources in its FRR Capacity Plan based on the Threshold 
Quantity; provided, however, that such Party may not so designate Capaciiy Resources in an 
amount in excess of the lesser of (a) 25% times such Party's total expected Unforced Capacity 
obligafion (under both Schedule K and Schedule 8.1). or (b) 200 MW. A Party that wishes lo 
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avoid the foregoing limitaiion must identify Capaciiy Resources in ils FRR Capaciiy Plan based 
on the Threshold Quantity. 

F. FRR Daily Unforced Capacity Obligations and Deficiency Charges 

1. For each billing month during a Delivery Year, the Daily Unforced Capacity 
Obligation of an FRR Enfity shall be determined on a daily basis for each Zone as follows: 

Daily Unforced Capaciiy Obligation - OPL * Final Zonal FRR Scaling Factor * FPR 

where: 

OPL -Obligation Peak Load, defined as the daily summation of the weather-
adjusted coincident summer peak, last preceding the Delivery Year, of the 
end-users in such Zone (net of operating Behind The Meter Generation, 
but not to be less than zero) for which such Party was responsible on that 
billing day, as determined in accordance with the procedures set forth in 
the PJM Manuals 

Final Z<mal FRR Scaling Factor - FZPLDY/FZWNSP; 

FZPLDY Final Zonal Peak Load Forecast for such Delivery Year: and 

FZWNSP = Zonal Weather-Normalized Peak Load for the summer concluding 
prior to the commencement ofsuch Delivery Year 

2. An FRR Entity shall be assessed an FRR Capaciiy Deficiency Charge in each 
Zone addressed in such entity's FRR Capaciiy Plan for each day during a Delivery Year that it 
fails to satisfy its Daily Unforced Capacity Obligation in each Zone. Such FRR Capacity 
Deficiency Charge shall be in an amount equal lo the deficiency below such FRR Entity's Daily 
Unforced Capacity Obligation for such Zone times twice the Cosl of New Entry applicable to 
such Zone. 

3. If an FRR Entity acquires load that is not included in the Preliminary Zonal Peak 
Load Forecast such acquired load shall be treated in the same manner as provided in Sections 
H.l and H.2 of this Schedule. 

4. The shortages in meeting the minimum requirement wilhin the constrained zones 
and the shortage in meeting the total obligalion are first calculated. The shortage in the 
unconstrained area is calculated as the total shortage less shortages in constrained zones and 
excesses in constrained zones (the shortage is zero if this is a negative number). The Capacity 
Deficiency Charge is charged to the shortage in each zone and in the unconstrained area 
separately. This procedure is used to allow the use of capacity cxces.scs frtim constrained zones 
to reduce shortage in the unconstrained area and lo disallow the use of capacity excess from 
una)nstrained area to reduce shortage in constrained zones. 
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G. Capacity Resource Performance 

Any Capacity Resource committed by an FRR Entity in an FRR Capacity Plan for a 
Delivery Year shall be subject during such Delivery Year to the charges set forth in sections 7, 8, 
9, 10, 11, and 13 of Altachmc^nt OD to the PJM Tariff; provided, however, the Daily Deficiency 
Rate under sections 7, 8, 9, and 13 theret>f, and the charge rates under section 10 thereof, shall be 
the net Cost of New Entry. An FRR Entity shall have the same opportunities to cure deficiencies 
and avoid or reduce associated charges during the Delivery Year that a Market Seller has under 
Seclions 7 and 10 of Attachment DD to the PJM Tariff. An FRR Entity may cure deficiencies 
and avoid or reduce associated charges prior to the Delivery Year by procuring replacement 
Untbrccd Capacity outside of any RPM auction and eommiUing such capacity in its FRR 
Capacity Plan. 

II. Annexation of service territory by Public Power Entity 

1. In ihe event a Public Power Entity that is an FRR Entity annexes service territory 
to include new customers on sites where no load had previously existed, ihcn the incremental 
load on such a site shall be treated as unanticipated load growth, and such FRR Entity shall be 
required to commit sufficient resources to cover such obligation in the relevant Delivery Year. 

2. In the event a Public Power Entity that is an FRR Entity annexes service territory 
to include load from a Party that has nol elected the FRR Alternative, ihen; 

a. For any Delivery Year for which a Ba.se Residual Auciion already has 
been e<mdueted, such acquiring FRR Enlity shall meet its obligations for 
the incremental load by paying PJM for incremental obligations (including 
any additional demand curve obligation) at the Capacity Resource 
Clearing Price for the relevant location. Any such revenues shail be used 
to pay (Capacity Resources lhal cleared in the BRA for that LDA. 

b. For any Delivery Year for which a Base Residual Auction has nol been 
conducted, such acquiring FRR Enlity shall include such incremental load 
in ils FRR Capacity Plan. 

3. Annexation whereby a Party thai has not elected the FRR Altemative acquires 
load from an FRR enlity: 

a. For any Delivery Year for which a Ba.se Residual Auciion already has 
been conducted, PJM would consider shifted load as unanticipated load 
growih for purposes of determining whether to hold a Second Incremental 
Auction. If a Second Incremental Auction is held, FRR entity would have 
a must offer requirement for sufficient capacity lo meet the load obligalion 
ofsuch shifted load. If no Second Incremental Auction is conducted, the 
FRR Entity may sell the associated quantity of capacity into an RPM 
Auction or bilaterally. 
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b. For any DeUvery Year for which a Base Residual Auciion has not been 
conducted, the FRR Enlity that lost such load would no longer include 
such load in its FRR Capaciiy Plan, and PJM would include such shifted 
load in future BRAs. 

1. Savings Clause for State-Wide FRR Program 

Nothing herein shall obligate or preclude a state, acting eilher by law or through a regulatory 
body acting within its authority, from designating the Load Serving Entity or Load Serving 
Imtities that shall be responsible for the capacity obligalion for all load in one or more FRR 
Service Areas within such state according lo the terms and conditions of lhal certain Settlement 
Agreement dated September 29, 2006 in FERC Docket Nos. ER05-14I0 and E105-148- Ihe PJM 
Tariff and this Agreement. Each LSE subject to such state action shall become a Party lo this 
Agreemenl and shall be deemed lo have elected the FRR Alternative. 
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SCHEDULE 9 

PROCEDURES FOR 
ESTABLISHING THE CAPABILITY OF GENERATION CAPACITY RESOURCES 

A. Such mles and procedures as may be required to determine and demonstrate the 
capability of Generation Capaciiy Resources for the purposes of meeting a Load Serving 
Entity's obligations under the Agreemenl shall be developed by the Office of 
Interconnection and maintained in ihc PJM Manuals. 

B. The mles and procedures for dctcmiining and demonstrating the capability of generating 
units to serve load in the PJM Region shall be consistent with achieving uniformity for 
planning, operating, accounting and reporting purposes. 

C. The mles and procedures shall recognize the difference in types of generating units and 
the relative ability of units to maintain outpul at staled capability over a specified period 
of lime. Factors affecting such ability include, but arc not limited to. fuel availability. 
stream flow for hydro units, reservoir storage for hydro and pumped storage units, 
mechanical limitations, and system operating policies. 
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SCHEDULE to 

PROCEDURES FOR ESTABLISHING 
DELIVERABILITY OF GENERATION CAPACITY RESOURCES 

Generafion Capacity Re-sourccs must be deliverable, consistent with a lo.ss of load expectation as 
specified by the Reliabilily Principles and Standards, lo the total system load, including 
portion(s) of the system in the PJM Region that may have a capacity deficiency at any lime. 
Deliverability shall be demonstrated by either obtaining or providing for Network Transmission 
Service or Firm Point-To-Point fransmission Service within the PJM Region such that each 
Generafion Capacity Resource i.s cither a Network Resource or a Point of Receipt, rcspcclively. 
In addition, for Generation Capacity Resources located outside the metered boundaries of the 
PJM Region that are used fo meet an Unforced <rapacity Obligation, the capacity and energy of 
such Generation Capacity Resources must be delivered to the metered boundaries of the PJM 
Region through firm transmission service. 

Certification of deliverability means that ihc physical capability of the transmission network has 
been tested by the Office of the Interxx)nnection and found to provide lhat .service consistent with 
the assessment of available transfer capability as set forth in the PJM Tariff and, for Generation 
Resources owned or contracted for hy a Load Ser\ing Enlity, lhat the Load Serving Entily has 
obtained or provided for Network Transmission Service or Firm Poinl-lo-Poinl Transmission 
Service to have capacity delivered on a firm basis under specified lemis and conditions. 
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SCHEDULE 10.1 

LOCATIONAL DELIVERABILITY AREAS AND REQUIREMENTS 

I he capaciiy obligations imposed under this Agreement recognize the locational value of 
Capaciiy Rewurces. To ensure that such locational value is properly recognized and quantified, 
the Office of the Interconnection .shall follow the procedures in this Schedule. 

A. Following the Transition Period, as such tc-rm is defined in Attachment DD lo the Tariff, 
the Locational Deliverability Areas for the purposes of determining locational capacity 
obligations hereunder, but not necessarily for the puqxises of the Regional Transmission 
Expansion Planning Protocol, shall consist of Ihe following Zones (as defined in Schedule 15). 
combinations ofsuch Zones, and portions ofsuch Zones: 

o Dominion 
o Penelec 
o ComEd 
o AEP 
o Dayton 
o Duquesne 
o APS 
o AE 
o BGE 
o DPL 
o PECO 
o PEPCO 
o PSEG 
o JCPL 
o MetEd 
o PPL 
o Mid-Atlantic Area Council (MAAC) Region (consisting of all the 

zones listed below for Eastern MAAC, Western MAAC, and 
Southwestern MAAC? 

o ComEd, AEP, Dayton, APS, and Duquesne 
o Eastern MAAC (PSE&G. JCP&L. PECO, AE, DPL & RE) 
o Southwestern MAAC (PEPCO & BG&E) 
o Western MAAC (Penelec, MetEd, PPL) 
o PSEG northem region (nt)rth of Linden substation); and 
o DPL southem region (soulh of Chesapeake and Delaware Canal 
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B. For purposes of evaluating Ihc need for any changes to the foregoing list, 
Locational Deliverability Area.s shall be those areas, identified by the load deliverability analyses 
conducted pursuant to the Regional Transmission Expansion Planning Protocol and the PJM 
Manuals that have a limited ability to import capaciiy due to physical limitations of the 
transmission system, voltage limitations or stability limitations. Such limits on import capability 
shall not reflect the effect of Qualifying Transmission Upgrades offered in the Base Residual 
Auction, rhe Locational Deliverability Areas identified in Paragraph A above (as il may be 
amended from time to time) for a Delivery Year shall be modeled in the Base Residual Auction 
and any Incremental Auciion conducted for such Delivery Year. If the Office of the 
Inlerconnection includes a new Locational Deliverability Area in the Regional Transmission 
Expansion Planning Protocol, it shall make a filing with FERC to amend this Schedule to add a 
new Locational Deliverability Area (including a new aggregate LDA), if such new Locational 
Deliverability Area is projected to have a capacity emergency transfer limit less than 1.05 limes 
the capacity emergency transfer objective of such area, or if warranted by olher reliability 
concerns consistent with the Reliability Principles and Standards. In addition, any Party may 
propose, and the Office of the Inlerconnection shall evaluate, consistenl with Ihe same 
CETO/CETO ct>mparison or other reliability concerns, possible new Localional Deliverabilily 
Areas (including aggregate LDAs) for inclusion under the Regional Transmission Expan.sion 
Planning Protocol and for purposes of determining localional capacity obligations hereunder. 

C. For each Localional Deliverability Area for which a separate VRR Curve was 
established for a Delivery Year, the Office of the Interconnection shall determine, pursuant to 
procedures set forth in the PJM Manuals, the Percentage of internal Resources Required, that 
must be committed during such Delivery Year from Capaciiy Resources physically located in 
such Locational Deliverability Area. 
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SCHEDULE II 

DATASUBMirrALS 

To perform the studies required lo deiermine the Forecast Pool Rcquiremeni and Daily Unforced 
Capacity Obligations under this Agreement and lo determine compliance with the t>bligations 
imposed by this Agreement, each Party and other owner of a Capacity Resource shall submit 
data to the Office of the Interconnection in conformance with the following minimum 
requirements: 

1. All data submitted shall satisfy the rcquirements, as they may change from fime lo time, 
of any procedures adopted by the Members Committee. 

2. Data shall be submitted in an electronic formal, or as otherwise specified by the Markets 
and Reliability Committee and approved hy the PJM Board. 

3. Actual outage data for each month for Generator Forced Outages. Generator .Maintenance 
Outages and Generator Planned Outages shall be submitted so that it is received by such 
date speci fled in the PJM Manuals. 

4. On or before the date specified in the PJM Manuals, planned and maintenance outage 
data for all Generation Resources and load forecasts (including seasonal and average 
weekly peaks) shall be submitted. 

5. On or before the date specified in the PJM Manuals, adjustments to forecasts shall be 
submitted. 

6. On or before the dale or schedule for updates specified in the PJM Manuals, revisions to 
capacity and load forecasts (including the plans for satisfying the Daily Unforced 
Capaciiy Obligafion of the Party) shall be submitted. 

7. Capacity plans or revisions to previously submitted capacity plans, required under 
Schedule 6. 

8. As desired by a Party, revisions to monthly peak load forecasts may be submitted. 

The Parties acknowledge that additional information required to determine the Forecast Pool 
Requirement is lo be obtained by the Office of the Interconnection from Eleciric Distributors in 
accordance with the provisions of Ihe Operating Agreement. 
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SCHEDULE 12 

DATA SUBMISSION CHARGES 

A. Data Submission Charge 

Ft>r each working day of delay in the submillal of information required to be submitted 
under this Agreement, a data submission charge of $500 shall be imposed. 

B, Distribution Of Data Submission Charae Receipts 

1. Each Party thai has satisfied ils t>bligations for data submittals pursuant to 
Schedule 11 during a Delivery Year, without incurring a data submi.ssion charge 
related to lhat obligation, shall share in any data submission charges paid by any 
other Party that has failed to satisfy said obligalion during such Planning Period. 
Such shares .shall be in proportion to the sum of the Unforced Capacity 
Obligations of each such Party entitled tt> share in the data submission charges for 
the mosl recent monlh, 

2. In the cveni all of the Parties have incurred a data submission charge during a 
Delivery Year, those data submission charges shall be distributed as approved by 
the PJM Board. 

000 
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SCHEDULE 13 

EMERGENCY PROCEDURE CHARGES 

Following an Emergency, the compliance of each Party with ihe instmctions of the Office 
of the Interconnection shall be evaluated as directed by the Markets and Reliability Committee. 
If, based on such evaluation, it is determined lhat a Party refu.sed to comply with, or otherwise 
failed to employ its best efforts to comply with. Ihc instmctions of the Office of the 
Interconneclion to implement PJM emergency procedures, that Party shall pay an emergency 
procedure charge, as set forth in Attachment DD to the PJM Taritf. The revenue associated with 
Emergency Procedure Charges shall be allocated in accordance with Attachment DD to the PJM 
Tariff. 
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SCHEDULE 14 

DELEGATION TO THE OFFICE OF THE INTERCONNECTION 

The following responsibilities shall be delegated by the Parties lo the Office of the 
Interconnection; 

I. New Parties. With regard lo the addition, withdrawal or removal of a Party: 

(a) Receive and evaluate the infonnation 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 of the 
Agreement. 

(b) Evaluate the effects of the withdrawal or removal of a Party from this 
Agreement. 

2. 

Issued By: 

Issued On: 

Implementation of Reliability Assurance Agreement. With regard to the 
implementation of the provisions of this Agreement: 

(a) Receive all required data and foreca.st.s frt>m ihe Parties and other owners 
of Capacity Resources; 

(b) Perform all calculations and analyses necessary lo determine the Forecast 
Pool Requirement and the obligations imposed under the Reliability 
Assurance Agreement, including periodic reviews of the capacity bencfil 
margin for consistency with the Reliabilily Principles and Standards; 

(c) Monitor the compliance of each Party with its obligations under the 
Agreement; 

(d) Keep cost records, and bill and collect any costs or charges due from the 
Parties and distribute those charges in accordance with Ihc terms of the 
Agreement; 

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

(0 Establish the capability and deliverability of Generation Capacity 
Resources consistent with the requirements of the Reliability Assurance 
Agreement; 

(g) E.stablish standards and procedures for Planned Demand Resources; 

(h) Collect and maintain generator availability data; 
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(i) Perform any other forecasts, studies or analyses required to administer the 
Agreement; 

(j) Coordinate maintenance schedules for generation resources operated as 
part of the PJM Region; 

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

(1) Enter into agreements Ibr (i) the transfer of energy in Emergencies in the 
PJM Region or in a Control Area interconnected with the PJ.M Region and 
(ii) mutual support in such Emergencies with other Control Areas 
interctmnccied with the PJM Region; and 

(m) Coordinate the curtailment or shedding of load, or other measures 
appropriate to alleviate an Emergency, to prcsene reliability in 
accordance with FERC. NERC or Applicable Regional Reliability Council 
principles, guidelines, standards and requirements, and lo ensure the 
opcTation of Ihe PJM Region in accordance with Good Utility Practice. 
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SCHEDULE 15 

ZONES WITHIN THE PJM REGION 

FULL NAME SHORT NAME 

Pennsylvania Electric Company Penelec 
Allegheny Power APS 
PPL Group PPL 
MetropoHlan Edison Company MetEd 
Jersey Central Power and Light Company JCPL 
Public Service Electric and Gas Company PSEG 
Atlanfic City Electric Company AEC 
PECO Energy Company PECO 
Baltimore Gas and Electric Company BGE 
Delmarva Power and Light Company DPL 
Potomac Electric Power Company , PEPCO 
Rockland Electric Company RE 
Commonwealth Edison Company ComEd 
AEP East Zone AEP 
The Dayton Power and Light Company Dayton 
Virginia Electric and Power Company Dominion 
Duquesne Light Company DL 
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SCHEDULE 16 

Non-Retail Behind the Meter Generation 
Maximum Generation Emergency Obligations 

1. A Non-Retail Behind The Meter Generation resource that has output that is netted 
from the Accounlcd-For Obligation of a Party pursuant lo Schedule 7 of this Agreement shall be 
required to operate at its full output during the first ten times between November I and October 
31 that Maximum Generation Emergency (as defined in section 1.3.13 of Schedule 1 of Ihe 
Operating Agreement) conditions occur in the zone in which the Non-Retail Behind The Meter 
Generation resource is located. 

2. The Party for which Non-Retail Behind The Meter Generation output is netted 
from its Accounlcd-For Obligation shall be required to report to PJM scheduled outages of the 
resource prior to the occurrence of such outage in accordance with the lime requirements and 
procedures set forth in the PJM Manuals. Such Party also shall report to PJM Ihe outpul of the 
Non-Retail Behind The Meier Generation resource during each Maximum Generation 
Emergency condition in which the resource is required to operate in accordance with the 
procedures set forth in PJ.M Manuals. 

3. Except for failures to operate due to scheduled outages during the months of 
October through May. for each instance a Non-Retail Behind The Meter Generation resource 
fails lo operate, in whole or in part, as required in paragraph I above, the amount of operating 
Non-Retail Behind The Meter Generation from such resource that is eligible for netting will be 
reduced pursuant to the following formula: 

Adjusted 
nNRBTMG KNRBl MG K10% of the Not Run NRBTMG) 

Where: 

HNRBTMG equals the operating Non-Rctail Behind The Meter Generation eligible for neuing as 
dclcrmtftcd pursuant to !>chcdulc 7 of this Agreemenl. 

Not Run NRBTMG i.s ihc amount in megawatts that the Non-Reuil Behind 1 he Meter 
Generation resource failed to produce during an occurrence of Maximum Generation 
L'mergency conditions in which (he resource was required to operate. 

1(10% of the Nol Run NRBIMG) is the summation of 10% megawati reduction?. 
manKiaioi with the events of non-performance. 

The Adjusted ENRBTMG shall nol be less Ihan ^ero and shall be applicable for 
the succeeding Planning Period. 

4- If a Non-Retail Behind The Meter Generation resource that is required to operate 
dunng a Maximum Generation Emergency condition is an Energy Resource and injects energy 
into the Transmission System during the Maximum Generation Emergency condition, the 
Network Customer that owns the resource shall be compensated for such injected energy in 
accordance with the PJM market rules. 
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SCHEDULE 17 

PARTIES TO THE RELIABILITY ASSURANCE AGREEMENT 

Thi.s Schedule sets forth Ihe Parties to the Agreement: 

Harrison REA Inc. 
Cily of New Martinsville 
CityofPhilippi 
Letterkcnny Industrial Development Authority-PA 
Old Dominion Electric Cooperative 
Town of Front Royal 
Hager.stown 
Borough of Chambersburg 
Town of Williamsport 
Thurmont 
Allegheny Eleciric Co<ipertive, Inc. 
Allegheny Power 
AES New Energy, Inc. 
BP Energy Co. 
Commonwealth Edison Company 
Commonwealth Edison Company of Indiana 
Dayton Power & Lighl Company (The) 
American Municipal Power-Ohio, Inc. 
American Eleciric Power Service Corporation on behalf of ils affiliates: 

Appalachian Power Company 
Columbus Southem Power Company 
Indiana Michigan Power Company 
Kentucky Power Company 
Kingsport Power Company 
Ohio Power Company 
Wheeling Power Company 

Allegheny Enagy Supply Company, L.L.C. 
Blue Ridge Power Agency. Inc. 
Central Virginia Electric Cooperative 
City of Dowogiae 
Hoosier Energy REC, Inc. 
Indiana Municipal Power Agency 
Ormct Primary Aluminum Corporation 
CityofSturgis 
Wabash Valley Power Association, Inc. 
Duquesne Lighl Company 
Virginia Electric and Power Company 
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ACN Energy, Inc. 
AES Power Direct. L.L.C. 
Agway Energy Services-PA Inc. 
Allegheny Energy Supply Company, L.L.C, 
AllEnergy Marketing Company, L.L.C. 
Amerada Hess Cor7>oration 
American Cooperative Ser^'ices. Inc. 
American Energy Solutions* Inc. 
Atlantic City Electric Company 
Baltimore Gas and Eleciric Company 
BGE Home Products & Services, Inc. 
BP Energy Company 
Central Hud.son Enterprise Corporation 
CMS Marketing Seniccs and Trading Company 
Columbia Energy Power Marketing Corporation 
Commodore Gas and Electric, Inc. 
Commonwealth Energy Corporation dba electricAMERICA 
Con Edison Energy, Inc. 
Cronectiv Energy Supply, Ine. 
Constellation Energy Source, Inc. 
Consolidated Edison Solutions. Inc. 
Delmarva Power & Lighl Company 
Dominion Retail, Inc. 
DTE Edison America, Inc. 
DTE Energy Market, Inc. 
DTE Energy Trading. Ine. 
Duke Energy Trading and Marketing, L.L.C. 
DukeSolulions, Inc. 
Fasten Power Distribution Company 
ECONnergy Energy Company, Inc. 
ECONncrgy PA. Inc. 
Edist)n Mission Marketing & Trading, Inc. 
Energy America. L.L.C. 
Energy East Solutions, Ine. 
Enron Energy Services, Inc. 
Enron Power Marketing, Inc. 
Exelon Energy Company 
FirstEnergy Corporation 
FirstEnergy Trading and Power Marketing Incorporated 
FirstEnergy Services Corp. 
GPL Advanced Resources 
GreenMountain.com Company 
HISPower& Water, L.L.C. 
It's Electric & Gas, L.L.C. 
Jersey Central Power & Light Company 
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Keyspan Energy Services. Inc. 
Metropolitan Edison Company 
MIECO, Inc. 
NewEnergy, Inc. 
Niagara Mohawk Energy Marketing, Inc. 
NJR Natural Energy Company 
NRG New Jersey Energy Salcs^ L.L.C. 
NYSEG Solutions, Ine. 
Old Dominion Electric Cooperative 
PECO Energy Company 
Penn Power Ei^crgy. Ii\c. 
Pennsylvania Electric Company 
Pepco Energy Services. Inc. 
Potomac Electric Power Company 
PPL Electric Utilities Corporation 
PPL EncrgyPlus. L.L.C. 
PSEG E.ncTgy Resources & Trade, L.L.C 
PSEG Energy Technologies. Inc. 
Public Scr\'ice Electric and Gas Company 
Reliant Energy Retail, Inc. 
Rhoads Energy Corporation 
Select Energy. Inc. 
Sempra Energy Solutions 
Sempra Energy Trading Corp. 
Shell Energy Scrvicts Company, L.L.C. 
Southem Company Retail Energy Marketing L.P. 
South Jersey Energy Company 
South Jersey Energy Solutions, L.L.C. 
Smart Energy.com. Inc. 
Statoil Energy Services. Inc. 
Strategic Energy Ltd. 
The Mack Services Group 
The New Power Company 
Total Gas & Electric. Inc, 
Total Gas & Electricity (PA), Inc. 
TXU Energy Trading Company d/b/a TXU Energy Services 
UGI Energy Ser\ices, Inc. 
UGI Utilities, Inc. - Electric Division 
Ulilimax.com, Inc. 
UtiUty.com 
Washinglon Gas Energy Services, Inc. 
Williams Energy Market & Trading Company 
Wtwdruff Energy 
Worley & Obctz, Inc. d/b/a Advanced Energy 
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RELIABILITY ASSURANCE AGREEMENT 

RELIABILITY ASSURANCE AGREEMENT, dated as of this l*" day of June. 
20076 by and among the entities set forth in Schedule 176 hereto, hereinafter referred to 
collectively as the "Parties" and individually as a "Party." 

WITNESSETH: 

WHEREAS, each Party to this Agreement is a Li>ad Serving Entity within the PJM 
Region; 

WHEREAS, each Party i.s- committing to share its Capacity Resources with the other 
Parties to reduce the overall reserve requirements for the Parties while maintaining reliable 
service; and 

WHEREAS, each Party is committing to provide mutual assistance lo the other Parties 
during Emergencies; 

WHEREAS, each Party is committing to coordinate its planning of Capaciiy Resources 
to satisfy the Reliability Principles and Standards; 

WHEREAS, the Parties previously have entered into similar commitments related to 
sub-regions of the PJM Region through the East RAA, the West RAA, or the South RAA; 

WHEREAS, the Parties desire, on a phased basis, to replace the East RAA, West RAA, 
and South RAA with a single reliability assurance agreement among all Load-Serving Entities in 
the PJM Region; and 

NOW THEREFORE, for and in consideration of the covenants and mutual agreements 
set forth herein and intending to be legally bound hereby, the Parties agree as follows; 
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ARTICLE 1 -- DEFINITIONS 

Unless Ihc context olherwi.sc specifics or requires, capitalized terms used herein shall 
have the respective meanings assigned herein or in the Schedules hereto for all purposes of this 
Agreement (such definitions lo be equally applicable to both the singular and the plural forms of 
the terms defined). Unless otherwise specified, all references herein to Articles, Sections or 
Schedules, are to Articles. Secti<ms or Schedules of this Agreement. As used in this Agreement: 

LI Agreement shall mean this Reliability Assurance Agreement, together with all 
Schedules hereto, as amended from time to time. 

1.2 
PJM Tariff. 

Applicable Regional Reliability Council shall have the same meaning as in the 

1.3 Base Residual Auction shall have ihe same meaning as in Attachment V DD to 
the PJM TarifT. 

1.4 Behind The Meter Generation shall mean one or morea generating units that 
delivers cnertiv to load without using the Transmission System or anv distribution facilities 
funlcss the entity lhat owns or leases the distribution facilities consented to such use of the 
distribution facilities and such consent has been demonstrated to the satisfaction of the Office of 
the Interconnectionure located with loud at u Ltinale olootrieul loouljon-such-that no transmission 
or diiitribuiion fuciliiioo owned or operated by any Trun:imisf.ion OwncM- or Eleetriuol Distributor 
are uoed in deliver energy from such generating unitii to suoh load; provided, however, that 
Behind The Meter Generation dt)cs not include (il at any lime, any portion ofsuch generating 
unitfsj's capacity that is designated as a Capacity Resource or (ii) in any hour, any portion of the 
output of th^such venerating unitf&| that is sold to another entity for consumption at another 
electrical location or into the PJM Interchange Energy Market. 

1.5 Black Start Capability shall mean the ability of a generating unit or station lo go 
from a shutdown condition lo an operating condition and start delivering power without 
assistance fix>m the power system. 

1.6 Capacity Emergency Transfer Oblcctive ("CETO") shall mean the amount of 
electric energy that a uivcn area must be able lo imrwrt in order to remain wilhin a loss of load 
cxi>eclatit>n of one event in 25 years when the area is experiencing a localized capacity 
emergency, as determined in accordance with the PJM Manuals. Without limiting the foregoing, 
CETO shall be calculated based in part on EFORp determined in accordance with Paragraph C of 
Schedule 5. 

1.7 Capacity Emergency Transmission Limit t"CETL") shall mean the capability 
of the transmission system to support deliveries of electric energy to a given area experiencing a 
localized capacity emergency as determined in accordance with the PJM Manuals. 
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LH6 Capacity Resources shall mean megawatts of (i) net capacity from exisiing or 
Planned Generation Capacity Resources meeting the requirements of Schedules 9 and 10 lhat are 
or will be owned by or contracted to a Party and that arc or will be committed to satisfy that 
Party's obligations under this Agreement Jbr a Delivery Year; (ii) net capacity from existing or 
Planned Generation Capacity Resources within the PJM Region nol owned or contracted for by a 
Party which are accredited to the PJM Region pursuant to the procedures set forth in Schedules 9 
and 10; and (iii) load reduction capability provided by Demand Resources or ILR thai are 
accredited lo the PJM Region pursuant lo the procedures set forth in Schedule 6. 

1.97 Capacity Transfer Right shall have the meaning specified in Attachment Y DD 
to the PJM Taritf. 

\.\0S Control Area shall mean an electric power system or combination of eleciric 
power systems bounded by interconnection metering and telemetry to which a common 
generation control scheme is applied in order to: 

(a) match the power output of the generators within the electric power system(s) and 
energy purchased from entities outside the electric power system(s), with the load within the 
electric power system{s); 

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

(e) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and Applicable Regional 
Reliability Councils; 

(d) maintain power flows on transmission facilities within appropriate limits to 
preser\'c reliability; and 

(e) provide sufficient generating capacity to maintain operating resenes in 
accordance with Gix>d Utility Practice. 

I._n9 Daily Unforced Capacity Obligation shall have the meaning set forth in 
Schedule 8 or. as loan FRR Entily, in Schedule 8.1. 

I .UW Delivery Year shall mean a Planning Period for which a Capacity Resource is 
committed pursuant to the auction procedures specified in Attachment Y-DD to the Tariff or 
pursuant to an FRR Capacity Plan. 

1.1344 Demand Resource shall mean a resource with a demonstrated capabilily lo 
provide a reduction in demand or otherwise control load in accordance with the requirements of 
Schedule 6 thai offers and lhal clears load reduction capability in a Base Residual Auciion or 
Incremental Auction or that is committed through an FRR Capacity Plan. As set forth in 
Schedule 6, a Demand Resource may be an existing demand response resource or a Planned 
Demand Resource. 
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1.142 Demand Resource Provider shall have the meaning specified in Attachment Y 
DD to the PJM Tariff 

L153 DR Factor shall mean that factor approved frt)m time to lime by the PJM Board 
used to determine the unforced capacity value of a Demand Resource or ILR in accordance with 
Schedule 6. 

1.164 East RAA shall mean lhal certain Reliability Assurance Agreement among Load-
Serving Entities in the PJM Region. PJM Rate Schedule FERC No. 27. 

1.17 Electric Cooperative shall mean an entity owned in cooperative form by its 
customers that is engaged in the generation, iran.smission, and/or distribution of electric energy. 

1.185 Electric Distributor shall mean an entity that owns or leases with rights 
equivalent to ownership electric distribution facilities lhat arc providing electric distribution 
service to electric load within the PJM Region. 

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

L2W? End-Use Customer shall mean a Member that is a retail end-user of electricity 
within the PJM Region. 

Lll^W Facilities Study Agreement shall have the same meaning as in the PJM Tariff 

1,22+9 FERC shall mean the Federal Energy Regulatory Commissi<m or any successor 
federal agency, commission or department. 

1.230 Firm Point-To-Point Transmission Service shall mean Firm Transmission 
Service provided pursuant to the rates, terms and conditions set forth in Part II of the PJM Tariff 

L241 Firm Transmission Service shall mean transmission service that is intended to 
be available at all limes lo the maximum extent practicable, subjecl lo an Emergency, an 
unanticipated failure of a facility, or olher event beyond the control of the owner or operator of 
the facility or the Ofiice of the Interconnection. 

1.25 Fixed Resource Requirement Alternative or FRR Alternative shall mean an 
alternative method for a Party to satisfy its obligalion to provide Unforced Capacity hereunder, 
as set forth in Schedule 8.1 to this Agreement. 
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1.262 Forecast Fool Requirement shall mean the amount, stuted in peHĵ Ht.- equal to 
one hundred plus the percent unforced reserve margin (stated as a dceiinal mnnbCTj.for the PJM 
Region required pursuant to this Agreement, as approved by the PJM Board pursuant to 
Schedule 4.1. 

Tariff. 
1.27 Forecast RTO ILR Obligation shall have the same meaning as in the PJM 

Tariff. 
1.28 Forecast Zonal ILR Obligatiop shall have the same meaning as in the PJM 

1.29 FRR Capacity Plan shall mean a Umg-lerm plan for the commitment of Capacity 
Resources to satisfy the capacity obligations of a Party lhat has elected the FRR Altemative. as 
more fully sel Ibrth in Schedule 8.1 to this Agreement. 

1.30 FRR Entity shall mean, for the duration ofsuch election, a Party that has elected 
the FRR Ailemative hereunder. 

1.31 FRR Service Area shall mean fa) the service lerritorv of an lOU as recognized 
bv state law, rule or order: (b) the service area of a Public Power Enlity or Electric Coonerative 
as recognized by franchise or other slate law, rule, or order: or (c) a .separately identifiable 
geographic area thai is: fi) bounded bv wholesale metering, or similar appropriate multi-.sile 
aggregate metering, lhat is visible to. and regularly reported to. the Office of the Interconnection, 
or that is visible to. and regularly reported to an Electric Distributor and such Eleciric Distributor 
agrees to aggregate Ihc load data from such meters for such FRR Service Area and regularly 
report such aggregated information, hv FRR Ser\'iee Area, lo the Office of the Interconnection: 
and (ii) for which the FRR Enlity has or assumes the obligation to provide capacity for all load 
(including load growth) wilhin such area excluding the load of Singlc>Customer LSEs that are 
FRR Entities. In the event that the service obligations of an Electric Cooperative or Public 
Power Fntily arc not defined bv geographic boundaries but by physical connections lo a defined 
set of customers, the FRR Service Area in such circumstances shall be defined as all customers 
physically connected to transmission or distribution facilities of such Electric Cooperative or 
Public Power Entity within an area bounded by appropriate wholesale aggregate mclcring as 
described above. 

}3223 Full Requirements Service shall mean wholesale service to supply all of the 
power needs of a Load Serving Entity to serve end-users within Uic PJM Region thai are not 
satisfied by its own generating facilities. 

1.3324 Generation Capacity Resource shall mean a generation unit, or the right to 
capaciiy from a specified generation unit, that meets the requirements of Schedules 9 and 10 (if 
this Agreement. A Generation Resource may be an existing Generation Resource or a Planned 
Generation Resource, 

L3425 Generation Owner shall mean a Member thai owns or lea.ses with rights 
equivalent to ownership facilities for ihc generation of electric energy lhat arc located wilhin the 
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PJM Region. Purchasing all or a portion of the output of a generation facility shall not be 
sufficient to qualify a Member as a Generation Owner. 

1 J[536 Generator Forced Outage shall mean an immediate reduction in output or 
capacity or removal from service, in whole or in part, of a generating unit by reason of an 
Emergency or threatened Emergency, unanticipated failure, or other cause beyond the control of 
the owner or operator of the facility, as specified in therelevant portions of the PJM Manuals. A 
reduction in output or removal from service of a generating unit in response to changes in market 
conditions shall not constitute a Generator Forced Outage. 

13627 Generator Maintenance Outage shall mean the scheduled removal from service, 
in whole or in part, of a generating unit in order to perform repairs on specific components of the 
facility, if removal of the facility qualifies as a maintenance outage pursuant lo the PJM 
Manuals. 

13728 Generator Planned Outage shall mean the scheduled removal from service, in 
whole or in part, of a generating unit for inspection, maintenance or repair with the approval of 
the Office of the Interconnection in accordance wiih the PJM Manuals. 

1J829 Good Utility Practice shall mean any of the practices, methods and acts engaged 
in or approved by a significant portitm of the eleciric utility industry during the relevant lime 
period, or any of the practices, methods and acts which, in the exercise of reasonable judgment in 
light of the facts known at the time the decision was made, could have been expected to 
accomplish Ihe desired result at a reasonable cost consistent with good business practices, 
reliability, safety and expedition. Good Utility Practice is not intended to be limited to Ihc 
optimum practice, method, or act to the exclusion of all others, but rather is intended to include 
acceptable practices, methods, or acts generally accepted in the region. 

1.390 ILR Provider shall have the meaning specified in Attachment Y DD lo the PJM 
Tariff. 

I.4(ffll incremental Auction shall mean the First Incremental Auction, the Second 
Incremental Auction, or the Third Incremental Auction, each as defined in Attachment Y-DD to 
the PJM Tariff. 

1.4132 Interconnection Agreement shall have the same meaning as in the PJM Tariff 

1.4233 Interruptible Load for Reliability, or ILR, shall mean a resource with a 
demonsfrated capability to provide a reduction in demand or otherwise control load in 
accordance with the requirements of Schedule 6 lhat is certified by PJM no later than three 
months prior to a Delivery Year. 

1.4334 lOU shall mean an investor-owned utility with sub.slantial business interest in 
owning and/or operating electric facilities in anv two or more of the following three asset 
categories: generation, transmission, distribulion. 
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4^34—tiOftd—Following—Resource—shttH—wean—a—Gonerulion—Ror>ourco—^m—has 
domomitrulod flexible tilart cupohilily or diupotehuhlu oapnbility puriiuunt to Schedule 9.1 of this 
Agreemunt. 
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1.4435 Load Scr>'ing Entity or LSE shall mean any entity (or Ihe duly designated agent 
ofsuch an entity), including a load aggregator or power marketer, (i) serving end-users within 
the PJM Region, and (ii) that has been granted the authority or has an obligation pursuant to state 
or local law, regulation or franchise to sell electric energy to end-users located within the PJM 
Region. Load Serving Entily shall include any end-use customer that qualifies under state rules 
or a utility retail tariff to manage directly its own supply of electric power and energy and use of 
Iran.smission and ancillary services. 

1.4536 Locational Reliability Charge shall mean the charge determined pursuant to 
Schedules. 

L466* Markets and Reliability' Committee shall mean the commillec established 
pursuant to the Opcraiing Agreement a.s a Standing Committee of the Members Committee. 

1.4737 Member shall mean an entity that satisfies the requirements of Sections L24 and 
11.6 of the PJM Operating Agreement. In accordance with Article 4 of this Agreement, each 
Party to this Agreement also is a Member. 

1.4838 Members Committee shall mean the commiticc specified in Section 8 of the 
PJM Operating Agreement composed of the representatives of all the Members. 

1.4939 NERC shall mean the North American Electric Reliability Council or any 
successor thereto. 

1.5040 Network Resources shall have the meaning set forth in the PJM Tariff 

1.5144 Network Transmission Service shall mean transmission scr\'iee provided 
pursuant to the rates, terms and condilions set forth in Part III of the PJM Tariff or transmission 
ser\'ice comparable to such sen'ice that is provided to a Load Serving Entity that is also a 
Transmission Owner (as that term is defined in the PJM Tariff). 

1.5242 Nominated Demand Resource Value shall have the meaning specified in 
Attachment DD¥ to the PJM Tariff. 

1.5343 Nominated ILR Value shall have the meaning specified in Attachment Y-DD to 
the PJM Tariff 

1.54 Non-Rctail Behind the Meter Generation shall mean Behind the Meter 
Generation lhat is used bv municipal electric systems, electric cooperatives, and electric 
distribution companies to serve load. 

1.5544 Obligation Peak Load shall be the summation of the weather normalized 
coincident summer peaks for the previous summer of the end-users for which the Party was 
responsible on lhat billing day, as determined pursuant to Schedule 8 of this Agreement. 
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1.5645 Office of the Interconnection shall mean the employees and agents of PJM 
Interconnection, L.L.C, subject to the supervision and ovcrsighl of the PJM Board, acting 
pursuant lo the Operating Agreement. 

1.5746 Operating Agreement of PJM Interconnection, L.L.C. or Operating 
Agreement shall mean that certain agreement, dated April L 1997 and as amended and restated 
June 2, 1997 and as amended from time to lime thereafter, among the members of the PJM 
Interconnection, L.L.C. 

1.5847 Operating Reserve shall mean the amount of generating capaciiy scheduled to be 
available for a specified period of an operating day to ensure the reliable operation of the PJM 
Region, as specified in the PJM Manuals. 

1.5948 Other Supplier shall mean a Member that is (i) a seller, buyer or transmitter of 
electric capacity or energy in, from or through the PJM Region, and (ii) is not a Generation 
Owner, Electric Distributor, Transmission Owner or End-Use Customer. 

1.6049 Partial Requirements Service shall mean wholesale ser\'ice to supply a specified 
portion, but not all, of the power needs of a Load Serving Entity lo serve end-users within the 
PJM Region that are not satisfied by its own generating facilities. 

1.61 Percentage Internal Resources Required shall mean, for purposes of an FRR 
Capacity Plan, the percentage of the LDA Reliability Requirement for an LDA that must be 
satisfied with Capacity Resources located in such LDA. 

1.6250 Party shall mean an entity bound by the terms of this Agreement. 

1.6354 PJM shall mean the PJM Board and the Office of the Interconnection. 

1.6452 PJM Board shall mean the Board of Managers of the PJM Interconnection, 
L.L.C, acting pursuant to the Operating Agreement. 

1.6553 PJM Manuals shall mean the instructions, rules, procedures and guidelines 
established by the Office of the Interconnection for the operation, planning and accounting 
requiremcnLs of the PJM Region, 

1.6^4 PJM Open Access Transmission Tariff or PJM Tariff shall mean the tariff for 
transmission service within the PJM Region, as in effect from lime to time, including any 
schedules, appendices, or exhibits attached thereto. 

1.6755 PJM Region shall have the same meaning as provided in the Operating 
Agreement. 

1.6856 PJM Region Installed Reserve Margin shall mean the percent installed reserve 
margin for the PJM Region required pursuant lo Ihis Agreemenl. as approved by the PJM Board 
pursuant to Schedule 4.1. 
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1.6957 Planned Demand Resource shall mean a Demand Resource that docs not 
curtcntiy have Ihc capability to provide a reduction in demand or to otherwise control load, but 
that is scheduled to be capable of providing such reduction or control on or before the start of ihe 
Delivery Year for which such resource is to be committed, as determined in accordance with the 
requirements of Schedule 6. 

1.7058 Planned Generation Capacity Resource shall mean a Generation Capacity 
Resource participating in the generation interconnection process under part IV, subpart A of the 
PJM Tariff, for which Inlerconnection Service is scheduled lo commence on or before the first 
day of the Delivery Year Ibr which such resource is to be committed, for which a Facilities Study 
Agreement has been executed prior to its portioipalion in the Ba.se Residual Auction for such 
Delivery Year, and for which an Interconnection Service Agreement has been executed prior to 
its portioipalion in any Incremental Auction for such Delivery Year. Notwithstanding the 
foregoing, for purposes of any Delivery Year for which the Base Residual Auction is conducted 
in calendar year 20076 and 2008 as part of Ihc Transition in implementing the Reliability Pricing 
Model, a Planned Generation Capacity Resource shall include a Generation Capacity Resource 
scheduled lo be in service on or before the first day ofsuch Delivery Year, for which a System 
Impact Study Agreemenl has been executed prior to ito purtioipation in the Base Residual 
Auction for such Delivery Year. A Generation Capacity Resource shall cease to be considered a 
Planned Generation (Capacity Resource as of the date that Interconneclion Service commences, 
in accordance with Part IV of the PJM Tariff, as to .such resource. 

1.7159 Planning Period shall mean the 12 months beginning June 1 and extending 
through May 31 of the following year, or such other period approved by the Members 
Committee. 

1.72 Public Power Entity shall mean anv agency, authority, or instrumentality of a 
stale or of a political subdivision of a stale, or any corpt^ralion wholly owned by anv one or more 
()f the foregoing, that is.engaged in the generation, transmission, and/or distribution of electric 
energy. 

1,7360 Qualifying Transmission Upgrades shall have the meaning specified in 
Attachment ¥^DD_to the PJM Tariff. 

1.746t Markets and Reliability Committee shall mean the committee established 
pursuant to the Operating Agreement as a Standing Committee of the Members Committee. 

L75M Reliability Principles and Standards shall mean the principles and standards 
established by NERC or an Applicable Regional Reliability Council to define, among other 
things, an acceptable probability of loss of load due to inadequate generation or transmission 
capability, as amended from lime lo time. 

1.7663 Required Approvals shall mean all of the approvals required for this Agreement 
to be modified or to be terminated, in whole or in part, including the acceptance for filing by 
FERC and every other regulatory authority with juri.sdiction over all or any part of this 
Agreement. 
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Tariff. 

4^64—Scusun shall have the moaning provided in Atmuhmunl Y lo the PJM Tariff 

1-2265 Self-Supply shall have the meaning provided in Attachment Y DD to the PJM 

1.78 Sintilc-Customer LSE shall mean a Party lhal fa) ser\xs only retail customers 
that are Affiliates ofsuch Partv: fb) owns or controls generation facilities located at one or more 
of the reiaiI customer location(s) that in the aggregate satisfy at least 50% of such Party's 
Unforced Capacity obligations: and (c) serves retail customers having (1) an Obligalion Peak 
Load al all locations of no less than 100 MW. where such peak load of each such location is no 
less ihim 10 MW; or (ii) an Obligation Peak Load at each location served of no less than 25 MW. 

1.7966 South RAA shall mean that certain Reliability Assurance Agreement among 
Load-Serving Entities in the PJM Soulh Region, on file with FERC as P/M Rale Schedule FERC 
No. 40. 

1.8067 State Consumer Advocate shall mean a legislatively created otTicc from any 
Stale, all or any part of the territory of which is wilhin the PJM Region, and the District of 
Columbia established, inter alia, for the purpose of representing the interests of energy 
consumers before the utility regulatory commissions ofsuch stales and the District of Columbia 
and the FERC. 

1.81 State Regulatory Structural Change shall mean as to any Partv. a slate law. 
rule, or order that, after September 30. 2006, itntiates a program that allows retail eleciric 
consumers served by such Party lo choose from among altemative suppliers on a competitive 
basis, terminates such a program, expands such a program to include classes of customers or 
localities served hy such Partv lhat were nol previously permitted it) participate in .such a 
program, or that modifies retail electric market structure or market design rules in a manner lhal 
materially increases the likelihood that a substantial proportion of the customers of such Party 
that are eligible for retail choice under such a program (a) that have not exercised such choice 
will exercise such choice; or (b) that have exercised such choice will no longer exercise such 
choice, including for example, without limitation, mandating divestiture of utility-owned 
generation or structural changes to such Party's default service rules lhal materially affect 
whether retail choice is economically viable. 

4i68—Thirty-Minute Start Resource shall mean a genorolion runouroo that ho.̂  
demonstrated thirty minute otort capability in oooordonoo with Sohodulo 9.1 of this Agreement. 

L82 Threshold Quantity shall mean, as to anv FRR Entity for any Delivery Year, the 
sum of fa) the Unforced Capacity equivalent (determined using the Pool-Wide Average EFORn) 
of the Installed Reserve Margin for such Delivery Year multiplied bv the Preliminary Forecasi 
Peak t^ad for which such FRR Entity is responsible under its FRR Capacity Plan for such 
Delivery Year, plus (h) the lesser of (i) 3% of the Unforced Capacity amount determined in fa) 
ab<uc or (ii) 450 MW. If the FRR Entity is not responsible for all I<Tad within a Zone, the 
Preliminary Forecast Peak Load for such entity shall be the FRR Entity's Obligation Peak Load 
last deiermined prior to the Base Residual Auction for such Delivery Year, limes the Base FRR 
Scaling Factor (as detennined in accordance with Schedule 8.1). 
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1,8369 Transmission Facilities shall mean facilities that: (i) are wilhin the PJM Region; 
(ii) meet the definition of transmission facilities pursuant to FERC's Uniform System of 
Accounts or have been classified as transmission facilities in a ruling by FERC addressing such 
facilities; and (iii) have been demonstrated to the satisfaction of the Office of the Interconnection 
to be integrated with the PJM Region transmission system and integrated into Ihe planning and 
operation of the PJM Region lo serve all of the power and iran.smi.ssion customers within the 
PJM Region. 

1.8470 Transmission Owner shall mean a Member that owns or leases with rights 
equivalent to ownership Transmission Facilities. Taking transmission service shall not be 
sufficient lo qualify a Member as a Transmission Owner. 

1.8571 Transmission Owners Agreement shall mean that certain Consolidated 
Iransmissiqii Owners aAgrecment, dated as of June 2. 1907 December 15, 2005 and as 
amended from time lo time, among transmis.sion owners within the PJM Control AreuRegion. 

1.8672 Unforced Capacity shall mean installed capacity rated at summer conditions that 
is nol on average experiencing a forced outage or forced derating, calculated for each Capacity 
Resource on the 12-monlh period from October to September without regard to the ownership of 
or the contractual rights to the capacity of the unit. 

1.8273 West RAA shall mean Ihc "PJM West Reliability Assurance Agreement among 
the Load Serving Entities in the PJM West Region," on file with FERC as PJM Rate Schedule 
FERC No. 32. 

4774—West Transmission Owner ohall nieun a Member that hag uxeuuied thai certain 
"WoGl Tfflnitfn*»&H>n Ownws Agreemenl among PJM-tnteroonneotion. L.L.C. and Certain 
Owners of Klectric Trunumi'ir.ion Fueilitiun," (PJM InlBrconneotion L.L.C. Rote Sohodulo FHRC 
No. 33). 

1.8875 Zonal Capacity Price shall mean the price of Unforced Capacity in a Zone that 
an LSE that has not elected the FRR Altemative is obligated to pay for a Delivery Year as 
determined pursuant to Attachment ¥-DD to the PJM Tariff 

1.8976 Zone shall mean an area within the PJM Region, asset forth in Schedule 15. or as 
such areas may be (i) combined as a result of mergers or acquisitions or (ii) added as a result of 
the expansion of the boundaries of the PJM Region. A Zone shall include any Non-Zone 
Network Load fas defined in the PJM TarifO located outside the PJM Region lhal is served from 
such Zone under Schedule H-A of the PJM Tariff 

Issued By; Craig Gla7er Effective: June 1,2007 
Vice President, Federal Govemmenl Policy 

issued On; September 29. 2006 



Unofficial FERC-Generat^d PDF of 20061004-0158 Received by FERC OSEC 09/29/2006 in Docket*; ER05-14ia-000 

PJM interconnection, L.L.C Original Sheet No. 12 
Rate Schedule FERC No. 44 

ARTICLE 2 - PURPOSE 

This Agreement is intended to ensure that adequate Capaciiy Resources, including 
planned and existing Generation Capacity Resources, planned and existing Demand Resources, 
and ILR will be planned and made available to provide reliable service to loads within the PJM 
Region, to assist other Parties during Emergencies and lo coordinate plaiming ofsuch resources 
consistent with the Reliability Principles and Standards. Further, it is the intention and objective 
of the Parties to implement this Agreement in a manner consistent with the developmcnl of a 
robust competitive marketplace. To accomplish these objectives, this Agreement is among all of 
the Load Scn'ing Entities wilhin the PJM Region. Unless this Agreement is terminated as 
provided in Section 3.3. every entity which is or will become a \x>ad Scrying Eniiiy within the 
PJM Region is to become and remain a Party to this Agreement or to an agreement (such as a 
requirements supply agreement) with a Party pursuant to which that Party has agreed to act as the 
agent for the Load Serving Entity for purposes of satisfying the obligations under this Agreemenl 
related to the load within the PJM Region of that Load Serving Entity. Nothing herein is 
intended to abridge, alter or otherwise affect the emergency powers the Office of the 
Interconncciion may exercise under the Opcraiing Agreement and PJM Tariff 

ARTICLE 3 -- TERM AND TERMINATION OF THE AGREEMENT 

I 3.1 Term. This Agreement shall become effective as of June I, 20076 and shall 
govem Unforced Capacity Obligations for the Planning Period beginning as of that dale ("Initial 
Delivery Year"), and for each Planning Period thereafter, unless and until terminated in 
accordance with the terms hereof 

3.2 Transition Provisions. The Easi RAA, West RAA. and South RAA shall 
govern, in accordance with their terms now in effect or as hereafter validly amended, capacity 
requirements for each Planning Period through the end of the Planning Period ending May 31, 
20076. Subject lo the tennination provisions in each such agreemenl, the East RAA, West RAA, 
and South RAA shall terminate effective 11:59:59 p.m. on May 31,20076. 

3.3 Termination. 

3 J . l Rights to Terminate. This Agreemenl may be terminated by a vote in the 
Members Committee to terminate the Agreement by an affirmative Sector Vote as specified in 
the Operating Agreement and upon the receipt of all Required Approvals related to the 
termination of this Agreemenl. Any such termination must be approved by the PJM Board and 
filed with the FERC and shall become effective only upon the FERC's approval. 

33.2 Obligations upon Termination. Any provision of this Agreement that 
expressly or by implication comes into or remains in force following the termination of this 
Agreement shall survive such termination. The surviving provisions shall include, but shall not 
be hmited to: (a) final settlement of the obligations of each Party under Articles 8 and 12 of this 
Agreement, including the accounting for the period ending with the last day of the monlh for 
which the Agreement is effective, (b) the provisions of this Agreement necessary to c(mduct final 
billings, collections and accounting with respect to all matters arising hereunder and (c) the 
indemnification provisions as applicable lo penods prior to such termination. 
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ARTICLE 4 -- ADDITION OF NEW PARTIES 

Each Party agrees that any entity that (i) is or will become a Load Serving Entity, (ii) 
complies with the process and data requirements sel forth in Schedule I, and (iii) meets the 
standards for interconnection set Ibrth in Schedule 2 shall become a Party to this Agreement and 
shall be listed on Schedule 16 of this Agreement upon becoming a party lo the Operating 
Agreement, and execution of a counterpart of this Agreement. 

ARTICLE 5 - WITHDRAWAL OR REMOVAL OF A PARTV 

5.1 Withdrawal of a Party. 

5.1.1 Notice. Upon written notice to the Office of the Interconnection, any 
Party may withdraw from this Agreement, effective upon the completion of its obligations 
hereunder and the documentation by such Party, to the satisfaction of the Office of the 
Interconnection, that such Party is no longer a Load Serving Entity. 

5.1.2 Determination of Obligations. A Party's obligations hereunder shall be 
completed as of the end of the last month for which such Party's obligations have been 
sel at the time said notice is received, except as provided in Article 13, or unless the 
Members Committee determines that the remaining Parties will be able to adjust their 
obligations and commitments related to the perlbrmancc of this Agreement consistent 
with such earlier withdrawal dale as may be requested by the withdrawing Party, without 
undue hardship or cosl, whilemaintainingthercliability of the PJM Region. 

5.1.3 Survival of Obligations upon WithdrawaL (a) The obligations of a 
Party upon its withdrawal from this Agreement and any obligations of that Party under 
this Agreement at the time of ils withdrawal shall sur\'ive the withdrawal of the Party 
from this Agreement. Upon the withdrawal of a Party from this Agreement, final 
settlement of the obligations of such Party under Articles 7 and 11 of this Agreement 
shall include the accounting through the date established pursuant to Sections .S.I.I and 
5.1.2. 

(b) Any Party that withdraws from this Agreement shall pay all costs and 
expenses associated with additions, deletions and modifications to communication, 
computer, and other affected facilities and procedures, including any filing fees, lo effect 
the withdrawal of the Party from the Agreement. 

(c) Prior to withdrawal, a withdrawing Party desiring to remain 
iniereonnected with the PJM Region shall enter into a control area lo control area 
inlerconnection agreemenl with the Office of the Interconnection and the transmission 
owner or Electric Distributor within the PJM Region with which its facilities are 
interconnected. 

000 
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5,1.4 Regulatory Review. Any withdrawal from this Agreement shall be filed 
with FERC and shall become effective only upon FERC's approval. 

5.2 Breach by a Party, If a Party (a) fails to pay any amount due under this 
Agreement wilhin 30 days after the due dale or <b) is in breach of any material obligation under 
this Agreement, the OtTice of the Interconnection shall cause a notice ofsuch non-payment or 
breach to be sent to lhat Party. If the Party fails, within 3 days of the receipt of such notice 
(except as otherwise described below), lo cure such non-payment or breach, or if the breach 
cannot be cured within such time and if the Party docs not diligently commence to cure the 
breach within such time and to diligently pursue such cure to completion, the Office of the 
Intercimncction and the remaining Parties may, without an election of remedies, exercise all 
remedies available at law or in equity or other appropriate proceedings. Such proceedings may 
include (c) the commencement of a proceeding before the appropriate state regulatory 
commission(s) to request su.spension or revocation of the breaching Party's license or 
authorization to serve retail load wilhin the statc(s) and/or (d) bringing any civil action or actions 
or recovery of damages that may include, but nol be limited to, all amounts due and unpaid by 
the breaching Party, and all costs and expenses rea.sonably incurred in the exercise of its 
remedies hereunder (including, but nol limited to, reasonable attorneys' fees). 

ARTICLE 6 ~ MANAGEMENT ADMINISTRATION 

Except as otherwise provided herein, this Agreement shall be managed and administered 
by the Parties, Members, and Slate Consumer Advocates through the Members Committee and 
Ihc Markets and Reliability Commiltec as a Standing Committee thereof, except as delegated lo 
the Office of the Inlerctmnection and except that only the PJM Board shall have the authority to 
approve and authorize the filing of amendments to this Agreemenl with the FERC. 

ARTICLE 7 - RESERVE REQUIREMENTS AND OBLIGATIONS 

7.1 Forecast Pool Requirement and Unforced Capacity Obligations, (a) The 
Forecasi Pool Requirement shall be established to ensure a sufficient amount of capacity lo meet 
the forecast load plus reserves adequate lo provide for the unavailability of Generation Capacity 
Resources, load forecasting uncertainly, and planned and maintenance outages. Schedule 4 sets 
forth guidelines with respect to the Forecast Pool Requirement. 

(b) Unless the Party and its customer that is also a Load Serving Entity agree lhat 
such customer is to bear direct responsibility for the obligations .set forth in this Agreement, (i) 
any Party lhat supplies Full Requirements Service to a Load Serving Entity within the PJ.M 
Region shall be responsible for all of that Load Serving Entity's capacity obligations under this 
Agreement for the period of such Full Requirements Service and (ii) any Party that supplies 
Partial Requirements Service to a Load Serving Entily within the PJM Region shall be 
responsible for such portion of the capacity obligations of that Load Serving Entity as agreed by 
the Party and the Load Serving Entity so long as the Load Serving Entity's full capaciiy 
obligation under this Agreemenl is allocated between or among Parties to this Agret*mcnt. 
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7.2 Responsibility to Pay Locational Reliability Charge. Except lo the extent its 
capacity obligalioji.s are .satisfied through the FRR Ailemative. Eeach Party .shall pay, as lo the 
loads it serves in each Zone during a Season of u Delivery Year, a Localional Reliability Charge 
for each such Zone during such SwwoflDelivery Year. The Locational Reliability Charge shall 
equal such Party's Daily Unforced Capacity Obligation in a Zone, as deiermined pursuant to 
Schedule 8 of this Agreement, times the Final Zonal Capacity Price for sutjh Season for such 
Zone, as determined pursuant lo Attachment DDY of the PJM Tariff. 

7.3 LSE Option lo Provide Capacity Resources. A Party obligated to pav a 
Localional Reliability Charge for a Delivery Year may partially or wholly offset amounts it must 
pay for tht?-suchlx>eutional Reliability Ccharge for a Delivery Year by offering Capacity 
Rcsourcesi for sale in the Base Residual Auciion or Second Incremental Auciion. if such auction 
is held, applicable lo such Delivery Year; provided such resources clear such aucfions. 
Resources offered for sale in any such auction must satisfy the requirements specified in this 
Agreement and ihc PJM Manuals. Such Aa Party may choose to nominate a resource in the Base 
Residual Aueti<m as Self-Supply, may choose to designate a price offer for such resource into 
any such auction, or may indicate in its offer that it wishes lo commit such resource regardless of 
the clearing price, in which case the Party shall receive the marginal value of system capacity 
•and the price adders for any applicable binding localional or operationel constraint in accordance 
with Attachment Y DD of the PJM Tariff Each such Partv acknowledges that the clearing price 
il receives for a resource offered for sale and cleared, or Self-Supplied, in an auciion may differ 
from the Final Zonal Capacity Price determined for the applicable Zone tor the applicable 
Delivery Year, and that the Party shall remain responsible for the Locational Reliabilily Charge 
notwithstanding any such difference between the Capacity Resource Clearing Price and the Final 
Zonal (Capacity Price. In addilion, such Parties recognize that they may receive an allocation of 
Capaciiy Transfer Rights which may offset a portion of the Locational Reliability Charge, and 
lhat they may offset a portion of the Locational Reliability Charge by nominating ILR, or by 
offering and clearing Qualifying Transmission Upgrades in ihe Base Residual Auction. 

7-4 Fixed Resource Requirement Aliemativc. A Party that is eligible Ibr the Fixed 
Resource Requirement Altemauve may satisfy ils obligations hereunder to provide Unforced 
Capacity by submitting and adhering lo an FRR Capacity Plan and meeting all other terms and 
conditions ofsuch altemative. as sel forth in this Agreement. 

7.45 Capacity Plans and Deliverability. Each Party electing to provide Capacity 
Resources to meet its obligations hereunder shall submit to the Office of the Interconnection its 
plans (or revisions to previously submitted plans), as prescribed by Schedule 7, or. in the case of 
a Party electing the FRR Alternative, as prescribed by Schedule 8.1. to install or contract for 
Capacity Res<iurccs. As set forth in Schedule 10, each Party must designate ils Capacity 
Resources as Network Resources or Points of Receipt under the PJM Tariff to allow firm 
delivery of the output of its Capacity Resources to the Party's load within the PJM Region and 
each Party must obtain any necessary Firm Transmission Service in an amount sutfieicnt lo 
deliver Capacity Resources from outside the PJM Region to the bordcT of the PJM Region to 
reliably serve the Party's load wilhin the PJM Region. 
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7s56 Nature of Resources. Each Party electing to Self-Supply resources, or electing 
the FRR Alternative, shall provide or arrange for specific, firm Capaciiy Resources that are 
capable of supplying the energy requirements of its own load on a firm basis without interruption 
for economic condilions and with such other characteristics that are necessary to support the 
reliable operation of the PJM Region, as set forth in more detail in Schedules 6, 9 and 10. 

7.67 Compliance Audit of Parties, (a) For the 36 months following the end of each 
Planning Period, each Party shall make available the records and supporting information related 
lo the perfonnance of this Agreement from such Planning Period for audil. 

(b) The Office of the Interconnection shall evaluate and determine ihe need for an 
audit of a Party and shall, upon a decision of the Members Committee to require such an audit, 
provide the Party or Parties to be audited wiih notice at least 90 days in advance of the audil. 

(c) Any audit of a Party conducted pursuant to this Agreement shall be performed by 
an independent consultant to be selected by the Office of the Intcrctmnection. Such audit shall 
include a review of the Party's compliance with the procedures and standards adopted pursuant 
to this Agreement. 

(d) Prior to the completion of its audit, the independent consultant shall review ils 
preliminary findings with the Party being audited and, upon the completion of its audit, the 
independent consultant shall issue a final audit rejKirt detailing the results of the audit, which 
final report shall be issued to the Party being audited, the Office of the Interconnection and the 
Markets and Reliability Committee; provided, however, no confidential data of any Party shall 
be disclosed through such audil reports. 

(e) If, based on a final audit report, an adjustment is required lo any amounts due to 
or from the Parties pursuant to Schedules 8, 12, or 13, such adjustment shall be accounted for in 
determining the amounts due to or from the Parties pursuant to Schedules 8, 12, or 13 for the 
month in which the adjustment is identified. 
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ARTICLE 8 - DEFICIENCY, DATA SUBMISSION, AND EMERGENCY 
CHARGES 

8.1 Nature of Charges. Upon the atlvicc and recommendations of the Members 
Commillee, the PJM Board shall, subject to any Required Approvals, approve certain charges to 
be imposed on a Party for its failure to satisfy its obligations under this Agreement, as set forth in 
Schedule 12. 

8.2 Determination of Charge Amounts. No later than April I of each year, the 
Members Committee shall recommend to the PJM Board such charges lo be applicable under 
this Agreement during ihe following Planning Period and Schedule 12, which, upon approval by 
the PJM Board, shall be modified accordingly, subject to the receipt of all Required Approval."*. 
The Markets and Reliability Committee may eslablish projected charges for estimating purposes 
only. 

8.3 Distribution of Charge Receipts. All of the monies received as a result of any 
charges imposed pursuant to this Agreement shall be disbursed as pn>vided in this Agreemenl. 

ARTICLE 9 - COORDINATED PLANNING AND OPERATION 

9.1 Overall Coordination. Each Party shall cooperate with the other Parties in the 
coordinated planning and operation of their owned or contracted for Capacity Resources lo 
obtain a degree of reliability consistent with the Reliability Principles and Standards. In 
furtherance ofsuch cooperation each Party shall; 

(a) coordinate its Capacity Resource plans with the other Parties to maintain reliable 
service to its own electric customers and those of the olher Parties; 

(b) amperale with the members and associate members of such Party's Applicable 
Regional Reliability Council to ensure the reliabilily of the region; 

(e) make available its Capacity Resources to the other Parties through the Office of 
the Interconnection for coordinated operation and lo supply the needs of the PJM Region for 
Operating Reserves; 

(d) provide or arrange for Network Transmission Service or Firm Point-to-Point 
Transmission Service for service to the projected load of the Party and include all Capaciiy 
Resources as Network Resources designated pursuant to the PJM Tariff or Points of Receipt for 
Firm Point-to-Point Transmission Service; 

(e) provide or artange for sufficient reactive capabilily and voltage control facilities 
to meet Good Utility Practice and to be consistenl with the Reliability Principles and Standards; 

(f) implement emergency procedures and take such other coordination actions as may 
be necessary in accordance with the directions of the Office of the Interconneclion in times of 
Emergencies; and 
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(g) maintain or arrange for Black Start Capability for a portion of its Capacity 
Resources at least equal to lhat established from time-to-timc by the Office of the 
Interconnection. 

9.2 Generator Planned Outage Scheduling. Each Party shall develop, or cause lo 
be developed, its schedules of planned outages of its Capacity Resources. Such schedules of 
planned outages shall be submitted to the Office of the Interconnection for coordination with the 
schedules t)f plaimed outages of other Parties and anticipated transmission planned outages. 

9 J Data Submissions. Each Party shall submit to the Office of the Interconnection 
the data and other information necessary for the performance of this Agreement, including its 
plans for the addition, modification and removal of Capacity Re.sources, its had forecasts, and 
such other data set forth in Schedule 11. 

9.4 Charges for Failures to Comply, (a) An emergency procedure charge, as set 
j forth in Attachment Y DD to the PJM Tariff, shall be imposed on any Party lhal fails to comply 

with the directions of the Office of the Inlerconnection pursuant to Section 9.1(f) 

(b) A data submission charge, as set forth in Schedule 12, shall be imposed on any 
Party thai fails to submit the data, plans or t)ther information required by this Agreement in a 
timely or accurate manner as provided in Schedule 11. 

9.5 Metering. Each Party shall comply with the metering standards for the PJM 
Region, as sel forth in ihe PJM Manuals. 

ARTICLE 10 - SHARED COSTS 

10.1 Recording and Audit of Costs, (a) Any costs related to the performance of this 
Agreement, including the costs of the Office of the Interconnection and such other costs that the 
Members Committee determines are lo be shared by the Parties, shall be documented and 
retiordcd in a manner acceptable to the Parties. 

(b) The Members Committee may require an audit ofsuch costs; provided, however, 
the cost records shall be available for audit by any Member or State Consumer Advocate, at the 
sole expense ofsuch Member or Stale Consumer Advocate, for 36 months following the end of 
the Planning Period in which the costs were incurred. 

10.2 Cost Responsibility. The costs determined under Seclion 10.1(a) shall be 
allocated to and recovered from the Parties to this Agreement and other entities pursuant lo 
Schedule 9-5 of the PJM Tariff. 

ARTICLE 11 - BILLING AND PAYMENT 

11.1 Periodic Billing. Each Party shall receive a statement periodically setting forth 
(i) any amounts due from or lo that Party as a result of any charges imposed pursuant to this 
Agreement and (ii) that Party's share of any costs allocated to lhat Party pursuant to Article H). 
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To Ihe extent practical, such statements arc to be coordinated with any billings or statements 
required pursuant to the Opcraiing Agreemenl or PJM Tariff 

IL2 Payment. The payment terms and conditions .shall be as sel Ibrth in the billing 
statement and shall, to the extent practicable, be the same as those ihcn in effect under the PJM 
Tariff. 

11.3 Failure to Pay. If any Party fails to pay its share of the costs allocated pursuant 
U) Article 10, those unpaid costs shall be allocated to and paid by the other Parties hereto in 
proportion to the sum of the Daily Unforced Capaciiy Obligations of each such Party for the 
billing month, The Office of the Interconncciion shall enforce collection of a Party's share of the 
costs. 

ARTICLE 12 - INDEMNIFICATION AND LIMITATION OF LIABILITIES 

12.1 Indemnification, (a) Each Party agrees to indemnify and hold harmless each of 
the olher Parties, its officers, directors, employees or agents (other than PJM Interconnection, 
L.L.C., ils board or the OtTice of the Inlerconnection) for all actions, claims, demands, costs, 
damages and liabilities asserted by third parties against the Party .seeking indemnification and 
an'sing out of or relating to acts or omissions in connection with this Agreement of the Party 
from which indemnification is sought, except (i) lo the extent that such liabilities result from Ihe 
willful misconduct of the Party seeking indemnifieafion and (ii) thai each Party shall be 
responsible for all claims of its own employees, agents and servants growing out of any 
workmen's compensation law. Nothing herein shall limit a Party's indemnity obligations under 
Article 16 of ihe Operating Agreemenl. 

(b) The amount of any indemnity payment under this Section 12.1 shall be reduced 
(including, without limitation, retroactively) by any insurance proceeds or other amounts actually 
recovered by the Party seeking indemnifieafion in respect of the indemnified actions, claims, 
demands, eosls, damages or liabilities. If any Party shall have received an indemnity payment in 
respect of an indemnified action, claim, demand, cosl, damage, or liability and shall subsequently 
actually receive insurance proceeds or olher amounts in respect of such action, claim, demand, 
cost, damage, or liability, then such Party shall pay to the Party that made such indemnity 
payment the lesser of the amount of such insurance proceeds or other amounts actually received 
and retained or the net amount of the indemnity payments actually received previously. 

12.2 Limitations on Liability. No Party will be liable to another Party for any claim 
for indirect, incidental, special or consequential damage or loss of the other Party including, but 
not limited to, loss of profits or revenues, cosl of capital or financing, loss of goodwill and cost 
of replacement power arising from such Party's carrying out, or failure to carry out. any 
obligations contemplated by this Agreement; provided, however, nothing herein shall be deemed 
to reduce or limit the obligation of any Party wiih respect to the claims of persons or eniitic*s not 
a party to this Agreement. 

12.3 Insurance, Each Party shall obtain and maintain in force such insurance as is 
required of Load Serving Entities by Ihe stales in which it is doing business within the PJM 
Region. 
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ARTICLE 13 - SUCCESSORS AND ASSIGNS 

13.1 Binding Rights and Obligations. The rights and obligations created by this 
Agreement and all Schedules and supplements thereto shall inure to and bind the successors and 
assigns of the Parties; provided, however, no Party may assign its rights or obligations under this 
Agreement without the written consent of ihc Members Commillee unless the assignee 
concurrently becomes the Load Ser\'ing Entity with regard lo the end-users previously served by 
the assignor, 

13.2 Consequences of Assignment. Upon the assignment of all of ils rights and 
obligations hereunder to a successor consistent with the provisions of Section 13.1, the assignor 
shall be deemed to have withdrawn from this Agreement. 

ARTICLE 14 - NOTICE 

Except as otherwise expressly provided herein, any notice required hereunder shall be in 
writing and shall be sent: overnight courier, hand delivery, telecopy or other reliable electronic 
means lo the representative on the .Members Committee of such Party at the address for such 
Party previously provided by such Party to the other Parties. Any notice shall he deemed to have 
been given (i) upon delivery if given by overnight courier, hand delivery or certified mail or (ii) 
upon confirmation if given by facsimile or other reliable electronic means. 

ARTICLE 15 - REPRESENTATIONS AND WARRANTIES 

15.1 Initial Representations and Warranties. Each Party represents and wartants lo 
the other Parties that, as of Ihc date it becomes a Party: 

(a) the Party is duly organized, validly existing and in good standing under the laws 
of the jurisdiction where organized; 

(b) the execution and delivery by the Party of this Agreement and the pertbrmancc of 
its obligations hereunder have been duly and validly authorized by all requisite action on the part 
of Ihc Party and do not conflict with any applicable law or with any other agreement binding 
upon the Party. The Agreement has been duly executed and delivered by the Party, and this 
Agreement constitutes the legal, valid and binding obligalion of the Party enforceable against it 
in accordance with its terms except insofar as the enforceability thereof may be limited by 
applicable bankruptcy, insolvency, reorganization, fraudulent conveyance, moratorium or other 
similar laws affecting the enforcement of creditor's rights generally and by general principles of 
equity regardless of whether such principles are considered in a proceeding at law or in equity; 
and 

(c) Ihere arc no actions at law, suits in equity, proceedings or claims pending or. to 
rhe knowledge of the Party, threatened against the Party before or hy any federal, .state, foreign 
or local court, tribunal or governmental agency or authority that might materially delay, prevent 
or hinder the performance by the Party of its obligations hereunder. 
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15.2 Continuing Representations and Warranties. Each Party represents and 
warrants to the olher Parties that throughout the term of this Agreemenl: 

(a) Ihc Party is a Load Serving Entily; 

(b) the Party satisfies the requirements of Schedule 2; 

(c) the Party is in compliance with the Reliability Principles and Standards; 

(d) the Party is a signatory, or its principals are signatories, to the agreements .set 
forth in Schedule 3; 

(e) the Party is in good standing in the jurisdiction where incorporated; and 

(!) the Party will endeavor in good faith to obtain any corporate or regulatory 
authority necessary to allow the Party to fulfill its obligations hereunder. 

ARTICLE 16 - OTHER MATl ERS 

16.1 Relationship of the Parties. This Agreement shall not be interpreted or 
construed lo create any association, joint venture, or partnership between or among the Parties or 
to impose any partnership obligation or partnership liability upon any Party. 

16.2 Governing Law. This Agreement shall be interpreted, construed and govemed 
by the laws of the State of Delaware. 

16.3 Severability. Each provision of this Agreement shall be considered severable and 
if for any reason any provision is deiermined by a court or regulatory authority of competent 
jurisdiction to be invalid, void or unenforceable, the remaining provisions of this Agreement 
shall continue in ftill force and effect and shall in no way be affected, impaired or invalidated. 
and such invalid, void or uncnlbrceable provision shall be replaced with valid and enforceable 
provision or provisions which otherwise give effect to the original intent of the invalid, void or 
unenforceable provision. 

16.4 Amendment. This Agreement may be amended only by action of the PJM 
Board. Notwithstanding the foregoing, an Applicant eligible to become a Party in accordance 
with the procedures set forth in Article 4 shall become a Party by executing a counterpart of this 
Agreement without the need for execution ofsuch counterpart by any other Party, The PJM 
Office of the Interconnection shall file with FERC any amendment to this Agreemenl approved 
by the PJM Board. 

16.5 Headings. The article and section headings used in this Agreemenl are for 
convenience only and shall not affect the construction or interpretation of any of the provisions 
of this Agreement. 

16.6 Confidentiality, (a) No Party shall have a righl hereunder to receive or review 
any documents, data or other information of another Party, including documents, data or other 
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information provided to the Office of the Interconnection, to the extent such documents, data or 
information have been designated as confidential pursuant to the procedures adopted by the 
Office of the Interconnection or to the extent that they have been designated as confidential by 
another Party; provided, however, a Party may receive and review any composite documents, 
data and other information that may be developed based on such confidential documents, data or 
information if the composite document docs not disclose any individual Party's confidential data 
or information. 

(b) Notwithstanding anything in this Secfion to the contrary, if a Party is required by 
applicable laws, or in the course of administrative or judicial proceedings, lo disclose 
informafion that is otherwise required to be maintained in confidence pursuant to Ihis Section, 
that Party may make disclosure ofsuch information; provided, however, that as soon as the Party 
leams of the disclosure requirement and prior to making disclosure, that Party shall notify the 
affected Party or Parties of the requirement and the terms thereof and the affected Party or 
Parties may direct, al their sole discretion and cost, any challenge to or defense against the 
disclosure requirement and the Party shall cooperate with such affected Parties to the maximum 
extent practicable to minimize the disclosure of the information consistent with applicable law. 
Each Party shall cooperate with the atTected Parties lo obtain proprietary or confidential 
treatment ofsuch information by the person to whom such information is disclosed pn'or to any 
such disclosure. 

(c) Any contract with a contractor retained to provide technical support or to 
otherwise assist with Ihe administration of ihis Agreement shall impose on thai contractor a 
contractual duty of confidentiality that is consistent with this Section. 

16.7 Counterparts. This Agreement may be executed in any number of counlerpart.s, 
each of which shall be an original but all of which together will constitute one instrument, 
binding upon all parties hereto, notwithstanding that all ofsuch parties may not have executed 
the same counterpart. 

16.8 No Implied Waivers. The failure of a Party to insist upon or enforce strict 
performance of any of the provisions of this Agreement shall not be construed as a waiver or 
relinquishment to any extent of such Party's right lo assert or rely upon any such provisions, 
rights and remedies in that or any other instance; rather, the same shall be and remain in full 
ft>rce and effect. 

16.9 No Third Party Beneficiaries. This Agreement is intended lo be solely for the 
benefit of the Parties and their respective successors and permitted assigns and is not intended to 
and shall not confer any rights or benefits on any third party not a signatory hereto. 

16.10 Dispute Resolution. Except as otherwise specifically provided in the Operating 
Agreement, disputes arising under Ihis Agreement shall be subject to the dispute resolution 
provisions of the Operafing Agreement. 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by 
their duly authorized representatives. 

(Signatures 1 
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SCHEDULE 1 

PROCEDURES TO BECOME A PARTY 

A. Notice 

Any entity thai is or will become a Load Serving Enlity within the PJM Region and thus 
a Party to the Reliability Assurance Agreement shail submit a notice to the Office of the 
Interconnection together with (i) its representation that it has satisfied or will (prior to the dale 
the Reliability Assurance Agreement is to become effective as to that entity) satisfy the 
requirements to become a Party, (ii) all data required lo coordinate planning and operations 
within ihc PJM Region as applicable, in a format defined in the PJM Manuals, and (iii) a deposit 
in an amount to be specified that will be applied toward the costs of the required analysis. 

The required notice, representations, data and deposit must be submitted in sufficient 
time to conduct an analysis of the data submitted and lo adjust the obligations of the Parties for 
the monlh in which the enlity desires to become a Party: 

• If the then existing boundaries of the PJM Region would be expanded by an entily 
becoming a Party, that entity shall submit the required notice, representation, data 
and deposit no later than when ihe entity applies for transmission scrviec under 
the PJM Tariff 

If an enlity will serve load within the Uicn existing boundaries of the PJM Region, 
lhal enlity shall .submit the required notice, representations, data and deposit as 
soon as possible prior to the month (i) in which it is lo begin serving loads within 
the PJM Region or (ii) in which any agency relationship through which the 
entity's obligations under this Agreement had been satisfied is terminated; 
provided, however, lhat such submission shall not be required sooner than any 
request for transmission service or any change in the designation of Network 
Resources or points of receipt and loads under the PJM Tariff associated with 
providing service to those loads. 

B. Analysis of Data 

The nofice, representations and data submitted lo the Office of the Interconnection are to 
be analyzed in accordance with procedures consistent with this Agreement and the 
encouragement of reliable operation of the PJM Region. 

C. Response 

Upon completion of the analysis, the Office of the Interconnection will inform the entity 
of (a) the estimated costs and expenses associaled with modifications to communication, 
computer and other facilities and procedures, including any filing fees, needed to include the 
entity as a Party, (b) ihc entity's share of any costs pursuant lo Article 10, and (e) the earliest 
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date upon which the entity could become a Party. In addition, a counterpart of the Agreement 
shall be forwarded for execution. 

D. Agreement by New Party 

After receipt of the response from the Office of the Interconnection, the entity shall 
I identify ils representative to the Members Commillee and .Markets and Reliabilily Committee 

and execute the counterpart of the Agreement, indicating the desired effective date; provided, 
however, such effective dale shall be the first day of a month, may be no earlier than the date 
indicated in the response from the Office of the Interconnection and shall be no later than (i) the 
date on which the entity begins .serving loads wilhin the PJM Region or (ii) the termination dale 
of any agency relationship through which ils obligations under Ihis Agreement had been 
satisfied. The executed counterpart of the Agreement, together with payment of its share of any 
costs then due, shall be relumed as directed by the Ofiiee of the Interconnection. 
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SCHEDULE 2 

STANDARDS FOR INTEGRATING AN ENTITY INTO THE PJM REGION 

B. 

fhe following standards will be applied by the Office of the Interconneclion to determine 
the eligibility of an entity to become a part of the PJM Region. For an entity to be 
intcgraied into the PJM Region it must possess generation and transmission atnibutes that 
would enable the entity to share its reserves with other entities in the PJM Region. 
Appropriate transmission and reliability studies arc to be performed to determine the 
adequate transmission capability necessary to integrate the entity into the P/M Region 
consistenl with Good Utility Practice. 

In addilion, the entity shall meet the following requirements lo be included in the PJM 
Region; 

1. 

2. 

3. 

4. 

5. 

All load, generation and transmission opcraiing as part of the PJM Region's 
interconnected system must be included within the metered boundaries of the 
PJM Region. 

I he entity will accept and comply with the PJM Region's standards wiih respect 
to system design, equipmenl ratings, operating practices and maintenance 
practices as sel forth in the PJM Manuals so that sufficient electrical equipment, 
control capability, information and communication arc available to the Office of 
the Interconnection for planning and operation of the PJM Region. 

The load, generation and transmission facilities of each entily shall be included in 
the telemetry to the OfTice of the Interconnection from a 24-hour control center. 
Each system operator in these control centers must be trained and delegated 
sufficient authority to take any action necessary to assure lhal the system for 
which the operator is responsible is operated in a .stable and reliable manner. 

Each entity must have compatible operational communication mechanisms, 
maintained at its expense, to interact with the OiTicc of the interconnection and 
for internal requirements. 

Each entity must assure the continued compatibility of ils local system energy 
management system monitoring and telecommunications systems u> satisfy the 
technical requirements of interacting with the Office of the Interconnection as it 
directs the operation of the PJM Region. 
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SCHEDULE 3 

OTHER AGREEMENTS TO BE EXECUTED BV THE PARTIES 

• Any agreement for Network Transmission Service or Firm Point-To-Point Service 
that is required under the PJM Tariff for service consistent with the requirements 
of Section 9,1(d): and 

• The Operating Agreement. 
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SCHEDULE 4 

GUIDELINES FOR DETERMINING THE FORECAST POOL REOUIREMENT 

A. Objective Of The Forecast Pool Requirement 

The Forecast Pool Requirement shall be determined for the specified Planning Periods to 
establish the level of Capacity Resources that will provide an acceptable level of reliability 
consistent wiih the Reliability Principles and Standards. 

B. Forecast Pool Requirement and PJM Region Installed Reserve Margin To Be 
Determined Annually 

No later than t»ne three months in advance of each Base Residual Auction for a Delivery 
Year, based on the projections described in section C of this Schedule, and after consideration of 
the recommendation of the Members Committee, the PJM Board shall establish the Forecast 
Pool Requirement, including the PJM Region Installed Reserve Margin for the-all Parties, 
including FRR Entifies. for such Delivery Year. Unless otherwise agreed by the PJM Board, 
the Forecast Pool Requirement and PJM Region Installed Rcser\'e Margin for such Planning 
Period shall be a)nsidered firm and not subject lo rc-detcrminalion thereafter. 

C. Methodology 

Each year, the Forecast Pool Requirement for at least each of the next five Planning 
Periods shall be projected by applying suitable probability methods to the data and forcca.sts 
provided by the Parties and obtained fix)m Electric Distributors, as described in Schedule 11, the 
Operating Agreemenl and in the PJM Manuals. The projection of the Forecast Pool Requirement 
shall consider the following data and forecasts as necessary: 

1, Seasonal peak load forecasts for each Planning Period as calculated by PJM in 
accordance with the PJM Manuals reflecting (a) load forecasts with a 50 percent 
probability of being too high or loo low and (b) summer peak diversities 
determined by the Office of the Interconnection from recent experience. 

2. Forecasts of aggregate seasonal load shape of the Parties which are con.sistcni 
with forecast averages of 52 weekly peak loads prepared by the Parties and 
obtained from Electric Distributors for their respective systems. 

3. 

4. 

5. 

Issued By: 
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Variability of loads within each week, due lo weather and other recurring and 
random factors, as determined by the Office of the Interconnection. 

unit. Generating unil capability and types for every existing and proposed 

Generator Forced Outage rates for exisiing mature generating units, as determined 
by the Office of the Interconnection, based on data submitted by the Parties for 
their respective systems, from recent experience, and for immature and propo.sed 
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units based upon forecast rales related to unil types, capabilities and other 
pertinent characteristics. 

6. Generator Maintenance Outage factors and planned outage schedules as 
detennined by the Office of the Interconnection ba.sed on forecasts and historical 
data submitted by the Parties for Iheir respective systems. 

7. Miscellaneous adjustments to capacity due to all causes, as determined by the 
Office of the Interconnection, based on forecasts submitted hy the Parties for their 
respective systems. 

8. The emergency capacity assistance available as a function of interconnections of 
the PJM Region with other Control Areas, as limited by the capacity benefit 
margin considered in the determination of available transfer capability and the 
probable availability of generation in excess of load requirements in such areas. 

D. Capacity Benefit Margin 

The capacity benefit margin initially shall be 3,500 megawatts. Periodically, in 
consuIlati<tn with the Members Committee, the OtTicc of the Interconnection shall review and 
modify, if necessary, the capacity bencfil margin to balance extemal emergency capacity 
assistance and internal installed capacity reserves so as to minimize the total cost of the capacity 
reserves of the Parties, consistent with the Reliabilily Principles and Standards. The Office of 
the Interconnection will reflect such modification prospectively in ils development of the 
Forecast Pool Requirement for future Planning Penods. 
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SCHEDULE 4.1 

DETERMINATION OF THE FORECAST POOL REOUIREMENT 

A. Based on the guidelines set forth in Schedule 4, the Forecast Pool 
Requirement, m- per«eiil. shall be determined as set forth in Ihis Schedule 4.1 on an unforced 
capacity ba.sis. 

FPR = (KW I IRM/lOO) * (I- PooL-wide average EFORp/lOO) 
where 

average EFORo - the average equivalent demand forced outage rate for the 
PJM Region, staled in percent and determined in accordance with 
Section B hereof 

IRM = the PJM Region Installed Reserve Margin approved by the PJM 
Board for lhal Planning Period, slated in percent 

B. The PJM Region equivalent demand forced outage rate ("average 
EFORD") shall be determined as the capacity weighted EFORD for all units expected to 
serve loads wilhin the PJM Region during the Delivery Year, as determined pursuant to 
Schedule 5. 
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SCHEDULE 5 
FORCED OUTAGE RATE CALCULATION 

A, The equivalent demand forced outage rate ("EFORo") shall be calculated as follows: 

EFORD (%) - {{i} * FOH -t fp • EFPOH) / (SH + ff • FOH)} • 100 

where 
If = full outage factor 
fp - partial outage factor 
FOH = lull forced outage hours 
EFPOH = equivalent forced partial outage hours 
SH ~ service hours 

B. Calculation of EFORp for individual Generation Capacity Resources. 

For each Delivery Year, EFORD shall be calculaled at least one monlh prior to the start of the 
Third Incremental Auction for: (i) each Generation Capaciiy Resource for which a sell offer will 
be .submitted in such Third Incremental Auction; and (ii) each Generation Capaciiy Resource 
previously committed lo ser\'e load in such Delivery Year pursuant to an FRR Capacity Plan or 
prior auctions for such Delivery Year. Such calculation shall be based upon such resource's 
service history in the twelve (12) consecutive monihs ending September 30 last preceding such 
auction. Historical data shall be based on official reports of the Parties under mles and practices 
set forth in the PJM Manuals. Such rate shall also include (i) an adjustment, if any, for capacity 
unavailable due lo energy limitafions determined in accordance with definitions and criteria .set 
forth in the PJM Manuals and (ii) any other adjustments approved by the Members Commiticc to 
adjust the parameters of a designated unit. ..For purposes of the calculations under this Paragraph 
B, outages deemed to be outside plant managemcnl control in accordance with NERC guidelines 
shall not be considered. 

1. The EFORD of a unit in ser\'iee twelve or more full calendar months prior lo the 
calculation monlh shall be the average rate experienced by such unit during the 
twelve-month period specified above. Historical data shall be based on official 
reports of the Parties under rules and practices set forth in the PJM Manuals. 

2. The EFORD of a unit in service at least one fiill calendar month but less ihan the 
twelve-month period specified above shall be the average of the EFORD experienced by 
the unit weighted by full months of service, and the class average rate for units with lhat 
capability and of thai type weighted by a factor of [(twelve) minus (the number of months 
the unit was in scrviee)|. Historical data shall be based on official reports of the Parties 
under rules and practices set forth in the PJM Manuals. 

C Calculation of average EFORD for the PJM Region 

The forecasi average EFORo for the PJM Region in a Delivery Year shall be the average 
of the forced outage rates, weighted for unit capability and expected time in service. 
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attributable to all of the Generation Capacity Resources within the PJM Region, that are 
planned to be in service during the Delivery Year, including Generation Capacity 
Resources purchased from specified units and excluding Generation Capaciiy Resources 
sold outside the PJM Region from specified units. Such rate shall also include (i) an 
adjustment, if any. for capacity unavailable due to energy limitations determined in 
accordance with definitions and criteria set forth in the PJM Manuals and (ii) any other 
adjustments developed by the Office of Interconnection and maintained in the PJM 
Manuals to adjust the parameters of a designated unil when such parameters arc or will 
be used to determine a future PJM Region reserve requirement and such adjustment is 
required lo more accurately predict the future performance of .such unit in lighl of 
extraordinary circumstances. For the purposes of this Schedule, the average EFORo shall 
be the average of the capacity-weighted EFORi>s of all units eommiitcd to serve load in 
the PJM Rcgion;_and foj purposes of" the EFORo calculaljojis under this Paragraph C, 
oulaues deemed lo be outside plant manaiiiemcnl control in accordance with NERC 
guidelines .shall be considered. All rates shall be in percent. 

1. The EFORD of a unit not yel in scr\ice or which has been in ser\'ice less ihan one 
full calendar year at the time of forecast shall be the class average rate for units 
with that capability and of lhat type, as estimated and used in the calculation of 
the Forecast Pool Requirement. 

2. The EFORn of a unil in service five or more full calendar years al the time of 
forecast shall be the average rate experienced by such unil during the five most 
recent calendar years. Historical data shall be based on official reports of the 
Parties under rales and practices developed by the Office of Interconnection and 
maintained in the PJM Manuals. 

3. The EFORD of a unit in service at least one full calendar year but less than five 
full calendar years at the time of the forecast shall be determined as follows: 

Full Calendar 
Years of Service 

1 One-fifth the rate experienced during the calendar year, 
plus four-fifths the class average rate. 

Two-fifths the average rate experienced during the two 
calendar years, plus three-fifths the class average rate. 

Three-fifths the average rate experienced during the three 
calendar years, plus two-fifths the class average rate. 

Four-fifths the average rate experienced during the four 
calendar years, plus one-fifth the class average rate. 
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A. 

SCHEDULE 6 

PROCEDURES FOR DEMAND RESOURCES AND ILR 

Parties can partially or wholly offset the amounts payable for the Locational Reliability 
Charge with Demand Resources or ILR that arc operated under the direction of the Office 
of the Interconnection. FRR Eniitics.niay reduce their capaciiy obHealjons with Demand 
Resources lhat arep_perated under Ihe direction of the Office of the Inlerconnection and 
detailed in such.enfity's FRR (Rapacity Plan. Demand Resources qualifying under the 
criteria set forth below may be offered for sale or designated as Self-Supply in the Ba.se 
Residual Auction, included in an FRR Capacity Plan, or offered for sale in any 
Incremental Auction, for any Delivery Year for which such resource qualifies. In 
addition, resources qualifying under Ihc criteria .set forth below may be certified as ILR 
on behaU\)f a Party that has not elected Jhe FRR Alternative for a Delivery Year no later 
than three months prior to the first day of such Delivery Year. Qualified Demand 
Resources and ILR may be pnwided by a Demand Resource Provider or ILR Provider, 
nt>lwithstanding that such provider is not a Party to this Agreement. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

A Party must formally notify, in accordance with the requirements of the PJM 
Manuals and paragraph G of this schedule as applicable, the Office of the 
Interconncciion of the Demand Resource or ILR lhat il is placing under the 
direction of the Office of the Interconnection. 

A Party musi agree lo reserve, for interruption al the direction of the Office of the 
Interconncciion, at lea.st 10 interruptions per Planning Period. 

The Demand Resource or ILR must be available during the summer period of 
June through September in the corresponding Delivery Year to be certifiedj or to 
be otTcred for sale or Self-Supplied in an auciion, or induded as Demand 
Response in an FRR Capacity Plan for the corresponding Delivery Year. 

A period of no more than 2 hours prior notificafion must apply to interruptible 
customers. 

The initiation of load interruption, upon the request of the Office of the 
Interconnection, must be within the authority of the dispatchers of the Party. No 
additional approvals should be required. 

The initiation of load reduction upon the request of the Office of the 
Interconnection is considered an emergency action and must be implementable 
pnor to a voltage reduction. 

A Party must agree to reserve intermptions of al least 6-hour duration. As a 
minimum, such 6-hour duration for intermptions should be available on weekdays 
during the 8-hour daily peak window for the appropriate .sea.son. There will be no 
credit given to Parties who choose lo provide interruption less than 6 hours and/or 
exclusi^ c of the above time period. 
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8. An entity offering for sale, or designating for self-supply, or includinjs in any FRR 
Capacity Plan, any Planned Demand Resource must demonstrate, in accordance 
with standards and procedures set forth in the PJM Manuals, that such resource 
shall -have the capabilily to provide a reduction in demand, or otherwise eontrt>I 
load, on or before Ihc start of the Delivery Year for which such resource is 
committed. 

B. The Untbrccd Capaciiy value of a Demand Resource and ILR will be determined as: 

the product of the Nominated Value of the Demand Resource, or the Nominated Value of 
the ILR, limes the DR Factor, limes the Forecasi Pool Requirement. The DR Factor is a 
factor established by the PJM Board with the advice of the Members (Commiltec lo rcncel 
the increase in the peak load carrying capability in the PJM Region due (o Demand 
Resources and ILR for the PJM Region divided by the total Nominated Value of Demand 
Resources and ILR in the PJM Region. The DR Factor will be determined using an 
analytical program lhal uses a probabilistic approach to determine reliability. Ihe 
detenninalion of the DR Factor will consider the reliability of Demand Resources and 
ILR, the number of interruptions, and the total amount of load reduction. The detailed 
procedures used for calculating the DR Factor shall be set forth in the PJM Manuals. 

C. Demand Resources offered and cleared in a Base Residual or Incremental Auction shall 
receive the corresponding Capacity Resource Clearing Price as determined in such 
auction, in accordance with Attachment Y DD of the PJM lariff. Demand Rtsiouruofi are 
ineligible to reooive any t)perationoi reliohility conolraint prioe addeni. 

D. Certified ILR resources shall receive the Adjusted Zonal Capacity Price, less the amounj 
P^id iriCrR credits per MW of load in the Zone.in which_such resource Is.ofTcred, lew 
any prioo udderti for binding oporulitmul reliability oonotrainlt;, in accordance with 
Attachment ¥ DD of the PJM TarifT. 

E. The Party, Electric Distributor, Demand Resource Provider, or ILR Provider lhal 
establishes a contractual relationship (by contract or tariff rale) with a cusiomcr for load 
reducfions is entitled to receive the compensation specified in sections C and D for a 
committed Demand Resource or certified ILR, notwithstanding that such provider is not 
the customer's energy supplier. 

F. Any Party hereto shall demonstrate lhat its Demand Resources or ILR performed during 
periods when load management procedures were invoked by the Office of the 
Interconnection. The Office of the Interconnection shall adopt and maintain mles and 
procedures for verifying the performance of such resources. In addilion, committed 
Demand Resources and certified ILR that do not comply with the directions of the Office 
of the Interconnection lo reduce load during an emergency shall be subject to the penalty 
charge set forth in AUachmcnt Y DDto the PJM Tariff 
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G. P«*»r to (Jte ttHHffleneemeftf+tf the PlanntftgPeri<Hl. Parties may elect to place Demand 
Resources associated with Behind The Meter Generation under the direction of the Office 
of the Intcrconncetion for a Delivery Year by submitting a ScLLQITer for such resource 
(as Self Supply, or wiih an offer price} in the Base Residual Auction for such Delivery 
Year. This election shall remain in ciTccl for the entirety of such Planning 
PeriodDelivery Year. In the event such an election is made, such Behind The Meter 
Generation will not be netted from load for the purposes of calculating the Daily 
Unforced Capacity Obligations under Ihis Agreemenl. 
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SCHEDULE 7 

PLANS TO MEET OBLIGATIONS 

A. Each Party lhal elects to meet its estimated obligations for a Delivery Year by Self-
Supply of Capacity Resources shall submit to the Office of the Interconnection, no later 
than one month prior to the start of the Ba.sc Residual Auction for such Delivery Year, its 
plans for such Capacity Resources, including (1) installation of Generation Capacity 
Resources (2) purchases, and (3) installafion of Demand Resources or ILR. 

B. The Capacity Resource plans of each Party shall indicate the nature and current status of 
each resource, including the status of a Planned Generation Capacity Resource or 
Planned Demand Resource, the potential for deactivation or retirement of a Generation 
Capacity Resource or Demand Resource, and the status of commitments for each sale or 
purchase of capacity included in ils plans. The Office of the Interconnection will review 
the adequacy of the submittals hereunder both as to timing and content. 

C A Party lhat Self-Supplies Capacity Resources to satisfy its obligations for a Delivery 
Year must submit a Sell Offer as to such resource in the Base Residual Auction for such 
Delivery Year, in accordance with Attachment Y DD to the PJM Taritf. 

D. If, at any fime after the close of the Third Incremental Auction for a Delivery Year, 
including at any time during such Delivery Year, a Capacity Resource that a Party has 
commilicd as a Self-Supplied Capacity Resource becomes physically incapable of 
delivering capacity or reducing load, the Party may submit a replacement Capacity 
Resource to the Office of the Interconnection. Such replacement Capacity Resource (I) 
may not be previously committed for such Delivery Year, (2) shall be capable of 
providing the same quantity of megawatts of capacity or load reduction as the originally 
committed Capacity Resource, and (3) shall be located in the same Localional 
Deliverability Area, if applicable, as the originally committed resource, and (^) shall, if 
QpplioDhle, be oopablo of oulisfying Rououroe Operational Reliability Roquiromenta to tho 
same entenl as the original oommitled Copaoily Resouroe. In accordance with 
Attachment ¥-pD lo the PJM Tariff, the Office of the Iniercofmection shall determine the 
acceptability of the replacement Capacity Resource. 
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SCHEDULE 8 

DETERMINATION OF UNFORCED CAPACITY OBLIGATIONS 

A. For each billing month during a Delivery Year, the Daily Unforced Capaciiy 
Obligation of a Party that has not elected ihc FRR Aliemativc for such Deliverv Year 

shall be determined on a daily basis for each Zone as follows: 

Daily Unforced Capacity Obligation - OPL -x Final Zonal RPM Scaling Factor x 
FPR.'100 

Where: 

OPL = Obligation Peak Lx>ad, defined as the daily summation of 
the weather-adjusted coincident summer peak, last 
preceding the Delivery Year, of the end-users in such Zone 
(net of opcraiing Behind The Meter Generation, but not to 
be less than zero) for which such Party was responsible on 
that hilling day, as determined in accordance with the 
procedures set forth in the PJM Manuals 

Final Zonal RPM Scaling Factor = the factor determined as set forth in 
sections B and C of this Schedule 

FPR = the Forecast Pool Requirement 

NettinH of Behind the Meter Generation for a Parly with regard lo Non-Retail Behind the 
Meier (jenerafion shall be subject to the following limitation: 

For the 2006/2007 Planning Period. 100 percent of the oncratinu Non-Retail Behind the 
Meter Generafion shall be netted, provided that the total amount of Non-Rctail 
Behind the Meter Generation in the PJM Region does not exceed 1500 megawatts 
("Non-Rclail Threshold"). For each Planning Period/Delivery Year thereafter, the 
Non-Retail threshold shall be proportionately mcreased based on load growth in 
the PJM Region but shall noi be greater than 30(K) megawatts. Load growth shall 
be determined by the Office of the Interconnection based on the most recent 
forecasted weather-adiustcd coincident summer peak for the PJM Region divided 
by the weather-adiusled coincident peak for the previous summer for the same 
area. After the load growth factor is applied, the Non-Retail Threshold will be 
rounded up or down to the nearest whole megawatt and the rounded number .shall 
he the Non-Retail Threshold for Ihe current Planning Period and the base amount 
lor calculating the Non-Retail Threshold for the succeeding planning period. If 
the Non-Retail Threshold is exceeded, the amouni of operating Non-Retail 
Behind the Meter Generation that a Party may net shall be adjusted aec<irding lo 
the following formula: 
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Party Netting Credit - (NRT/ PJM NRBTMG) * Partv Operating NRBTMG 

Where: NRBTMG is Non-Retail Behind the .Meier Generation 

NRT is the Non-Relail Threshold 

PJM NRBTMG is the total amount (>f Non-Retail Behind the Meter Generation in 
the PJM Region 

Ihe total amouni of Non-Retail Behind the Meter Generation that is eligible for netting in 
the PJM Region is 3000 megawatts. Once this 3000 megawatt limit is reached. 
any additional Non-Retail Behind ihc Meter Generali(>n which operates in the 
PJM Region will he ineligible for netling under this section. 

In addifion. the Party NRB'fMG Netting C'rcdil shall he udiusled pursuant lo Schedule 
of this Agreemenl. if applicable. 

A Partv shall be rettuired U> retwrt lo PJM such infonnation as is required to facilitate the 
delcmtinafion of its NRBTMG Netting Credit in accord^ince with the procedures 
set forth in the PJM Manuals. 

B. Following the Base Residual Auciion for a Delivery Year, the Office of the 
Inlerconnection shall determine Ihe Base Zonal RPM Scaling Factor and the Base Zonal 
Unforced Capacity Obligation for each Zone for such Delivery Year as follows: 

Base Zonal Unforced Capacity Obligalion = (ZWNSP * Base Zonal RPM Scaling Factor 
• FPR) • Forecast Zonal ILR Obligalion 

and 

Ba.se Zonal RPM Scaling Factor = ZPLDY/ZWNSP x [RUCO / (RPLDY x FPR)] 

Where; 

ZPLDY - Preliminary Zonal Peak Load Forecast for such Delivery Year 

ZWNSP = Zonal Weather-Normalized Summer Peak for the summer season 
concluding fiv<»-four years prior to the commencement of such 
Delivery Year 

RUCO = the Bttse-RTO Unforced Capacity Obligation satisfied .in_llie Base 
Residual Auciion for such Delivery Year. 

RPLDY = R'fO Preliminary Peak Load Forecast for such Delivery Year. 
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For purposes of such determination, PJM shall determine the Preliminary RTO Peak 
Load Forecast, and the Preliminary Zonal Peak Load Forecasts for each Zone, in 
accordance with the PJM Manuals for each Delivery Year no later Ihan one month prior 
to the Base Residual Auction for such Delivery Year. PJM shall determine the Final 
RTO and Zonal Peak Load Forecasts in accordance with the PJM .Manuals for each 
Delivery Year no later than one month prior to the Second Incremental Aucfion for such 
Delivery Year; provided, however, lhal if the Second Incrcmenlal Aucfion is nol 
conducted, the Preliminary RTO and Zonal Peak Load Forecasts for the Delivery Year 
shall be Ihe Final RTO and 7x)nal Peak Load Forecasts, respectively, for such year. PJM 
shall determine the mosl recent Weather Normalized Summer Peak for each Zone no 
later than seven monihs prior lo the start of the Delivery Year, and shall calculate the 
RTO Weather Normalized Summer Peak as the sum of the Weather Normalized Summer 
Peaks for all Zones. 

C The Final RTO Unforced Capacity Obligation for a Delivery Year shall be equal to the 
sum of (i) the unforced capacity obligations satisfied through the Base Residual Auction 
and the Second Incremental Auction, if held, and (ii) die Forecast RTO ILR Obligation 
for such Delivery Year, timei. the DR Faulor. timet; the Foreeoiit Ptiol Kcquiremenl. The 
Final Zonal Unforced Capacity Obligation .shall be equal to the sum of (i) the Base Zonal 
Unforced Capaciiy Obligation, and (ii) the unft)rced capacity obligation satisfied in the 
Second Incremental Auciion times (the increase in the Final Zonal Peak Load Forecast 
from the Preliminary Zonal Peak Load Forecast divided by the increase in the RTO Final 
Peak Load Forecast from the RTO Preliminary Peak Load Forecast), If a Second 
Incremental Auciion is not conducted, the Final Zonal Unforced Capaciiy Obligation 
shall be equal to the Base Z-onal Unforced Capacity Obligation. The Final Zonal RPM 
Scaling Factor shall be equal to ihc Final Zonal Unforced Capacity Obligation divided by 
(FPR fimes the Zonal Weather Normalized Summer Peak for the summer concluding 
prior to the commencement ofsuch Delivery Year}. 

D. I. No later than five months prior lo the start of each Delivery Year, the Electric 
Distributor for a Zone shall allocate the most recent Weather Normalized Summer Peak 
for such Zone lo detennine the Obligation Peak Load for each end-use customer within 
such Zone. 

2. During the Delivery Year, no later than 36 hours prior to Ihe start of each 
operating day, the Electric Distributor shall provide to PJM for each Party to this 
Agreement serving load in such Electric Distributor's Zone the Obligation Peak Load for 
all end-use customers served by such Party in such Zone. The daily Unforced Capacity 
Obligation of a Party for such Operating Day shall nol be subject lo change thereafter. 

3. For purposes ofsuch allocations, the daily sum of the Obligation Peak Loads of 
all Parties serving load in a Zone must equal the Zonal Obligation Peak Load for such 
Zone. 
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SCHEDULE 8.1 

FIXED RESOURCE REOUIREMENT ALTERNATIVE 

A. The [•'iy.cd RcM^uree Requirement ("FRR") Altemative provides an altemative means, 
under the temis and conditions of this Schedule, for an eligible Load-Serving Entity to satisfy its 
obligation hereunder to commit Unforced Capaeilv to ensure reliable service to loads in the PJM 
Region. 

B. Eligibility 

1. Except as provided in subsection B.3 below, a Party is eligible lo select the FRR 
Alternative if it fa) is an lOU. Electric Cooperalive. or Public Power Entity; and (b) demonstrates 
the capability to satisfy the Unforced Capacity obligation for ail load in an FRR Service Area, 
including all expected load growth in such area, for the term ofsuch Party's participation in the 
FRR Alternative. 

2. A Party ehgible under B. i above may select the FRR Altemative only as to all of 
its load in the PJM Region: provided however, that a Partv mav select the FRR Altemative foj; 
only part of ils load in the PJM Region if fa) the Party elects the FRR Alternative for all load 
(jnciuding all expected load growth) in one or more FRR Service Areas: (b) the Party complicji 
with the rules and procedures of the Office of the Interecmnection and all relcvani Electric 
Distributors related lo the metering and rep(>rting of load daia and settlement of accounts for 
separate FRR Service Areas; and (e) the Partv separately allocates its Capacity Resources to and 
among I'RR Senice Areas in accordance with mles specified in the PJM Manuals. 

3. Single Customer LSEs as identified in accordance with subsection B.3.a below^ 
shall be eligible lo elect the FRR Altemative upon the terms and conditions of this Schedule and 
the following additional terms and conditions. The aggregate Obligation Peak Load of all Single 
Customer LSEs electing die FRR Altemative in the PJM Region shall not exceed 1000 MW. 

a) Single-Cuslomer LSEs eligible for the FRR Altemafive shall be limited to thoiie 
thai (i) signed lhat certain Settlement Agreement dated September 29. 2006 in 
FERC Docket Nos. ER05-1410 and EL05-148 for is an enlity lhat was a named 
member of an a.ssoctation or coalition that was a signatory lo such settlement and 
did not file or ioin in anv comments optwsina such settlement); and (ii) elected 
the FRR Altemative on or before April 1. 2008. The Office of the 
Interconneclion, as necessary, shail establish and post in the PJM Manuals oi>cn-
season procedures to apportion the maximum allowed service under ihc FRR 
Alternative among interested Single-Customer LSEs. 

b) The Single-Customer LSE must install and maintain wholesale metering al each 
location that is monitored bv. and rcgulariv reported to, the Office of the 
Interconnection. 

cJ Each Single-Cuslomer LSE warrants lhal (i) it has and shall maintain and enfor<;e 
the contract righl during the term of ils election of the FRR Ailemative lo prohibji 
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its ret a i I customer(s) from terminating service from the Single-Cuslomer LSE and 
obtaining such .service from a different LSE: and (ii) it ha.s and shall maintain for 
such lerm I'inancial Security or a CurTH>rate Guaranty, bolh as defined in 
Attachment 0 to the PJM Taritf. Jn an amount sufficient lo cover any charize 
assessed under suh.seetion B.3.e. A Single-Customer LSE will not violate ils 
reuuirement under this subseelion in the event that the retail customer terminates 
its sen'ice from the Single-Cu.slomcr LSE and obtains service from an LSE that is 
an FRR Entity, provided that the Single-Cuslomer LSE assigns Capacity 
Resources to the LSE providing such service in an amount equal lo the Daily 
Unforced Capaeilv Obligation related to such retail customer. 

Each Single-Customer LSE shall obtain from ils retail eustomerfs) and provide lo 
the Office of the Interconneclion and the entity designated under slate law, order. 
or mle as such customer's default service provider or provider of last resort and 
the Electric Distributor a written slalcmcnt ag,recing thai in the event such 
customer temiinatcs its senicc from the Single Customer LSE and obtains such 
sen'ice from a Party that is nol an FRR Entity, then such customer's load shall he 
treated as ILR for the remaining duration of the period for which such Single-
Customer LSE had elected the FRR Altemafive. that Ibr such purpose the Electric 
Distributor is authorized lo obtain certification ofsuch load as ILR. and that the 
customer agrees to provide the Eleciric Distributor with all information required 
for such certification. Nothing in this provision shall preclude such customer 
from using its owned or controlled generation to facilitate the iniermption of its 
load as ILR. 

A Single-Customer LSE shall be assessed an Unauthorized Load I ransfer Charge 
in the event such LSEs retail customer terminates its senice from such LSE and 
obtains senice from a Partv lhal has nol elected the FRR Altemative. or in the 
event such load transfer occurs to a Partv that has elected the FRR AllCTnative. 
but the Single-Customer LSE does not transfer sufficient Capacity Resources as 
required by subsection B.3.e. Such charge shall equal two times the Co.st of New 
Entry times the Daily Unforced Capacity Obligation related to such customer for 
the remaining duration of the period for which such Single-Customer LSE elected 
the FRR Allemaiivc. 

Each Single Customer LSE shall provide to the Office of the Interconneclion an 
FRR Capacity Plan in accordance with Ihis schedule. Such FRR Capacity Plan, tn 
addition to complying with all other applicable requirements of this Schedule, 
shall idenfify and eommil for at least five deliverv years Capacity Resources 
suffreient to satisfy such LSEs Daily Unforced Capacity Obligations hereunder 
consisting of generation assets or physical supply conlraets that Qualify as a 
Torward contract* or a 'commodity contract' under the U.S. Bankruptcy Ccxie. 
Each Single-Customer LSE warrants thai all generafion assets and forward supply Singh 
contracts included in its FRR Capaeilv Plan shall be assigned lo anv successor-in-
interest of ils retail cuslomerfsl's assets and operations 
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I. No less than two months before the conduct of the Base Residual Auction tor the 
first Deliverv Year tor which such election is lo be effective, any Party seekinti to elect the FRR 
Ailemative shall notify the Office of the Intcreonnection in writing of such election. Such 
election shall be for a minimum term of five consecutive Delivery Years. No later than )̂ne 
month before such Base Residual Auciion. such Partv shall submit ils FRR Capacity Plan 
demonstrating ils commitment of (rapacity Resources for the lerm ofsuch election sufTicient to 
meet such Party's Daily Unforced Capacity Obligalion fund all other applicable obligations 
under this Schedule) for the load identified in such plan. 

L An FRR Entity mav lenninale ils election of the FRR AliemaUve effective wiih 
the commencement , of any Deliverv Year following the minimum five Delivery Year 
commitment bv providing written notice ofsuch termination to the Office of the Inlerconnection 
no later than two months prior to the Base Residual Auciion for such Delivery Year. An FRR 
Entity that has tenninated its cleclion of Ihc FRR Altemative shall not be eligible to re-elect the 
I'RR Altemative for a period of five consecutive Delivery Years following the etTcctive dale of 
such tennination. 

3̂^ Notwilhslanding subsections CI and C2 of this Schedule, in the event of a Stale 
Regulatory Stmctural Change, a Party mav elecL or terminate its election of. the FRR 
Altemative effective as to anv Deliverv Year hv providing written notice of such election or 
temiinalion to the Olfrcc of the Inlerconnection in yood faith as soon as the Party bcc<^mes aware 
tTf such Slate Regulatory Stmctural Change hut in anv event no later ihan two months prior to the 
Base Residual Auction for such Deliverv Year. 

4. To facilitate the elections and notices required by this Schedule, the Office of the 
Interconnection shall post, in addition to the information required hy Section 5.11(a) of 
Attachment DD to the PJM Tariff, the percentage of Capacity Resources required lo be located 
in each Locational Deliverability Area bv no later than one month prior to the deadline for a 
Partv to provide such elections and notices. 

D. FRR Capacity Plans 

1. Each FRR Entity shall submit jLs initial FRR Capacity Plan as required by 
sub.section C l of this Schedule, and shall annually extend and update such plan by no later than 
one monlh prior to the Base Rc'Sidual Aucfion for each succeeding Deliverv Year in such plan. 
Each FRR Capacity Plan shall indicate the nature and current status of each resource, including 
the status of each Planned Generation Capacity Resource or Planned Demand Resource, the 
planned deactivation or retirement of anv Generafion Capacity Resource or Demand Restmree, 
and the status of commitments for each sale or purchase of capacity included in such plan. 

2. The FRR Capaeilv Plan of each FRR Entity that commits that it will nut sell 
surplus Capacity Resources- as a Capacity Markci Seller in any auction conducted under 
Attachment DD of the PJM Tariff or to any direct or indircn:! purchaser lhat uses such resource 
as the basis of anv Sell Offer in such auciion. shall designate (Tapaeitv Resources in a megawatt 
quanliiy no less than the Forecast P̂ >ol Requirement fi>r each applicable Delivery Year limes the 
FRR Entity's allocated share of the Prehminan Zonal Peak Load Forecast for such Detiverv 
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Year, as determined in accordance with procedures sel forth in the PJ.M Manuals. If the 
FRR Entily is nol responsible for all load wilhin a Zone, the Preliminary Forecasi Peak Load fi>r 
such entity shall be the FRR Entity's Obligafion Peak Load last determined prior to the Base 
Residual Auction for such Deliverv Year, limes the Base FRR Scaling Facior. The FRR 
Capaeilv Plan of each FRR Enfity lhal does nol eommil lhat il will not sell surplus Canaetty 
Resources as set forth above shall designate Capacity Resources at least equal t<i the Threshold 
Ouantilv. To the extent the FRR Hnlitv's allocated share of the Final Zonal Peak Load F()recast 
exceeds ihe FRR Entity's allocated share of the Preliminary Zonal Peak Load i'orecast. such 
FRR Entity's F'RR Capacity Plan shall be updated to designate additional Capacity Resources in 
an amouni no less than the I'orecast Pool Requirement times such increase: provided, however, 
any excess mtigawatis of Capaciiy Resources mcludcd in such FRR Entity's previously 
desi^ated 'I'hreshold Ouantilv. if any, may be used to .satisfy the capacity obligalion tor .such 
increa.sed load. 

.3. As to any FRR Entity, the Base Zonal FRR Scaling Factor for each /one in which 
it serves load for a Delivery Year shall equal ZPLDY/ZWNSP. where: 

ZPLDY - Preliminary Zonal Peak load I'orecast for such Zone for such Delivery 
Year: and 

ZWNSP - Zonal Weather-Nomiali/ed Summer Peak Ltiad for such Zone lor the 
summer ctjocluding four years prior to the commcncemenl ofsuch Delivery Year, 

all rcq 

4. Capacity Resources identified and committed in an FRR Capacity Plan shall meet 
uirements under this Agreement and the PJM Operating Agreement applicable to Capacity 

Resources, including, as applicable, requirements and milestones tor Planned Generation 
rapncity Resources and Planned Demand Resources. A Capacity Resource submiitcd in an FRR 
Capacity Plan must be on a unit-specific basis, and mav nol include "slice of system" or similar 
aiireements lhal are not unit specific. An FRR Capacity Plan mav include bilateral transactions 
lhat commit capacity tor less than a full Delivery Year only if the resources included in such plan 
in the aggregate satisfy all obligations for all Delivery Years. All demand respon.se. load 
managemcnl or similar programs on which such FRR Entily intends lo rely for a Deliver\ Year 
must be included in the FRR Capaciiy Plan submitted three years in advance ofsuch Delivery 
Year and must satisfy all requirements applicable lo Demand Resources, includim;. without 
limitaiion. those set forth in Schedule 6 lo this Agreement; provided, however, that previously 
uncommitted Unforced Capacity from such programs mav be used to salisfv anv increased 
capacity obligation for such FRR Entity resulting from a Final Zonal Peak Load Forecast 
applicable to such FRR Enlity. 

5^ For each LDA for which the Office of the Interconnection has established a 
separate Variable Resource Requirement Curve for any Delivery Year addressed bv such FRR 
Capacity Plan, the plan must include a minimum percentage of Capacity Resources for such 
Delivery Year located wilhin such LDA. Such minimum percentage ("Percentage Internal 
Resources Required") will be calculated as the LDA Reliabilily Requirement less (he CETL ibr 
the Delivery Year, as determined by the RTEP process as set forth in the PJM Manuals. Such 
requirement shall be expressed as a pereenlage of the Unforced Capaciiy Obligation based on the 
Preliminary Zonal Peak Load Forecasi mulfiplied bv the Forecasi Pool Requirement. 
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6. An I'RR Emily may reduce such minimum percentage as to any LDA lo the 
extent the FRR Enlity commits to a transmission upgrade that increases the capaeilv emergency 
transfer limit for such LDA. Any such transmission upgrade shall adhere to all requirements for 
a Qualified Tran.smission Upgrade as sel forth in Attachment DD to the PJM Tariff, fhe 
increase in CETL used in the F'RR Capacity Plan shall be thai approved bv PJM prior to 
inclusion of any such upizrade Jn an FRR Capacity Plan. The F'RR Eniiiy .shall dcsifmatc specific 
addifional Capaciiy Resources located in the LDA from which the CETI - was increased, to the 
extent ofsuch increase. 

7. The OlTicc of the Interconnection will review the adequacy of all submillals 
hereunder both as to liming and eonlcnl. A Party that seeks lo elect the FRR Altemative that 
submits an FRR Capacity Plan which, upon review bv ihe Office of the Intcra>nneclion. is 
determined nol to satisfy such Party's capacity obligati<ms hereunder, shall not be permitted to 
elect the FRR Altemafive. If a previously approved FRR Enfity submits an FRR Capacity Plan 
that, upon review bv Ihc Office of the Interconnection, is detemiined not lo satisfy such Party's 
capacity (obligations hereunder, the Office of the Interconnection shall notify the FRR Enlity. in 
wrifing, of Ihe insufficiency wilhin five (5) business days of the submittal of ihe FRR Capacity 
Plan. If the FRR Enlitv does nol cure such in.sufficiency wilhin five (5) business days after 
receiving such notice of insutTiciency. then such FRR Entity shall he assessed an FRR 
Commitment Insufficiency Charge, in an amount equal to two times the Cosl of New Entry for 
the relevant location, in £/.MW>dav. times the shortfall of Capacity Resources below the FRR 
Entity's capacity obligation (including any ThreshoUl Ouanfitv rcquiremeni) in such FRR 
Capacity Plan, for the remaining tenn ofsuch plan. 

8. In a state regulatory iurisdicfion lhal has implemented retail choice, the FRR 
Fnlilv must include in its I'RR Capacity Plan all load, including expected load growth, m the 
FRR Senice Area, notwithstanding the loss of any such load lo or among ailemative retail LSEs. 
In the case of load reflected in the FRR Capacity Plan lhat switches to an altemative retail LSE. 
where the slate regulatory jurisdiction requires switching customers or the LSE lo compensate 
the FRR Entity for its FRR capacity obligations, such .slate comvcnsation mechanism will 
prevail. In the absence of a slate e<)mpensalion mechanism, the applicable altemative retail LSE 
shall compensate the FRR Entity al the capacity price in the unconstrained iwrtions of the PJM 
Region, as determined in accordance with Attachment DD to the PJM Tariff, provided that the 
FRR Entily mav. al any time, make a filintr with FERC under Sections 205 of the Federal i*ower 
Acl proposint; to change the basis for compensation to a method ba.sed on the FRR Entity's cost 
or such other basis shown to be just and reasonable, and a retail LSE mav al anv lime exercise its 
rights under Section 206 of the FPA. 

9. Notwithstanding the foregoing, in lieu of providing the compensation described 
above, such altemative retail LSE may, for any Delivery Year subsequent to those addressed in 
the FRR Entity's then-current FRR Capacity Plan, provide to the FRR Entity Capacity Resources 
sufTicient to meet the capacity obligation described in paragraph D.2 for the switched load. Such 
Capacity Resources shall meet all requirements applicable to Capacity Resources pursuant to (his 
Agreement and die PJM Oi?craling Agreement, all requirements applicable to resources 
committed to an FRR Capacity Plan under this Agreemenl. and shall be commiltcxl to sen ice to 
the switched load under the FRR Capacity Plan ofsuch FRR Entity. The altemative retail I -SE 
shall provide the F'RR Entity all infonnation needed to fulfill these requirements and pemtil the 
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resource to be included in the FRR Capacity Plan. Ihe ailemative retail LSE. ralher than the 
l̂ RR Enlitv. shall be responsible for any perfonnance charges or compliance penalties related to 
the performance of the resources commilicd by such LSE lo the switched load. For any Deliverv 
Year, or porti<m thereof, the foregoing obligations apply lo the altemative retail LSE scning the 
load during such lime period. PJ.M shall manage, the transfer accounting associated with such 
compensation and shall administer (he collection and payment of amounts pursuant to ihe 
eompensation mechanism. 

Such load shall remain under the FRR Capaeilv Plan until the effective date of anv termination 
of the FRR Altemative and, for such period, shall not be subject to Lt>eational Reliability 
Charges under Section 7.2 of this Agreement. 

E. Conditions on Purchases and Sales of Capacity Resources by FRR Entities 

1 ̂  An FRR Entity mav nol include in ils FRR (*apacity Plan for anv Delivery Year 
anv C-apacitv Resource that has cleared in any auction under Attachment DD of the PJM Tariff 
for such Delivery Year. Nothing herein shall preclude an FRR Entity from including in ils FRR 
Capaciiy Plan anv Capacity Resource that has not cleared such an auction for such Delivery 
Year. Furthermore, nothing herein shall preclude an FRR Entity from including in ils FRR 
Capacity Plan a Capaeilv Resource obtained from a different FRR Entity, provided, however, 
thai each FRR Kntity shall be individually responsible for meeting ils eapacilv obligations 
hereunder, and provided further that the same megawatts of Unibrced Capacity shall nol be 
committed to more than one FRR C-apaeitv Plan for any given Deliverv Year. 

2. An FRR Entity that designates Capacity Resources in its FRR Capacity Plan for a 
Delivery Year based on the 'l'hresht)ld Ouantilv mav offer lo sell Capaeilv Resources in excess of 
that needed for the Threshold Quantity in anv auction conducted under AUachmenl DD of ihe 
PJM Tariff for such Delivery Year, hut mav nt>l offer lo sell Capacity Resources in the auctions 
for any such Delivery Year in excess of an amount equal to the lesser of fa) 25% limes the 
Unforced Capacity equivalent of the Installed Rcsene Margin for such Delivery Year multiplied 
bv the Preliminary Forecast Peak Load for which such FRR Enlity is responsible under ils FRR 
Capacity Plan for such Delivery Year, or fb) 1300 MW. 

3. An FRR Entily that designates Capacity Resources in its FRR Capacity Plan for a 
Delivery Year based on the Threshold Quantity may not offer to sell such resources in any 
Reliability Pricing Model auction, but, but mav use such resources lo meet any increased 
capacity obligation resulting from unanticipated growth of the loads in its FRR Capacity Plan, or 
may sell such resources lo .sen'e loads located outside the PJM Region, or to another FRR llnlLly. 
subiect to subsection E.l above. 

4. A Party lhal has selected the FRR Aliemativc for only part of ils load in the PJM 
Region pursuant to Section B.2 of this Schedule that designates Capacity Resources as Self-
Supply in a Reliability Pricing Model Auction to meet such Party's expected Daily Unforced 
C'apaeily Obligalion under Schedule 8 shall not be required, solely as a result of such 
designation, to idenlifv Capacity Resources in its FRR Capacity Plan based on the Ihreshold 
Ouantilv; provided, however, that such Party may nt)l so designate Capacity Resources in an 
amount in excess of the lesser of (a) 25% times such Party's total expected Unforced Capacity 
obligation (under both Schedule 8 and Schedule 8.1). or fb) 200 MW. A Party lhat wishes to 
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avoid the fi>regoing limilafion must identify Capacity Resources in ils FRR (^apaciiv j'lan based 
on the Threshold Quantity. 

F. FRR Daily Unforced Capacity ObligatioHS and Deficieno Charges 

L , I'or each billinu month during a Delivery Year. Ihc Daily Unforced Capacity 

Obligation of an FRR Entity shall be determined on a daily basts for each Zone as follows; 

Daily Unforced Capacity Obligation = OPL * I'Jnal Zonal FRR Scalinu Facior * FPR 

where: 
OPL "Obligation Peak Load, defined as the daily summalion of the weather-

adjusted coincident summer peak, last preceding the Delivery Year, of Ihe 
end-users in such Zone fnel of operating Behind The Meter Generafion. 
but ncU to be less than zero) for which such Partv was responsible on thai 
billing dav. as determined in accordance with the procedures sel forth in 
the PJM Manuals 

Final Zonal FRR Scaliny Factor --- F/PLDY/FZWNSP; 

t-ZPLDY Final Zonal Peak Load Forecast for such Delivery Year; and 

I'ZWNSP - Zonal Weather-Normalized Peak Load for the summer concluding 
prior to the commencement ofsuch Delivery Year. 

2. An FRR Entity shall he assessed an I-RR Capacity Deficiency Charge in each 
Zone addressed in such entity's FRR Capacity Plan for each dav during a Delivery Year lhat it 
fails to satisfy its Daily Unforced Capacity Obligation in each Zone. Such FRR Capacity 
Deficiency Charge .shall be in an amount equal lo the deficiency below such FRR Entity's Dai 1 y 
Unforced Capacity Obligalion for such Z^ne times twice the Cosl of New Entn applicable lo 
such Zone. 

3. If an FRR Entity acquires load that is not included in the Preliminary Zonal Peak 
Load Forecast such acquired k>ad shall he treated in the same manner as provided in Sections 
H.l and H.2 of this Schedule. 

4. fhe shortages in meeting the minimum requirement within the con.slrjincd /<mes 
and the shortage in meeting the total obligation are first calculated. Ihc shortage in the 
unamstraincd area is calculated as the total shortage less shortages in constrained zones and 
excesses in conslraincd zonc^ fthe shortage is zert) if this is a negative number). Ihe Capacity 
Deficiency Charge is charged to the shortage in each zone and in the unconstrained area 
separately. This procedure is used to allow the u.se of capaciiy excesses from conslraincd zones 
to reduce shortage in the unconstrained area and to disallow the use of capacity excess from 
unconstrained area to reduce shortage in ct>nstrained zones. 
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G. Capacity Resource Performance 

Any Capacity Resource commilicd by an FRR Entity in an FRR Capacity Plan for a 
Delivery Year shall be subject during such Delivery Year to the charges set forth in .sections 7. 8. 
9. 10. 11. and 13 of AUachmenl DD to the PJM Tariff; provided, however, the Daily Deficiency 
Rate under scxtions 7. 8. 9. and 13 thereof, and the charge rates under section 10 thereof, shall be 
the net Cost of New Entry. An FRR Entity shall have the same opportunities to cure deficiencies 
and avoid or reduce a.ss()eiated charges during the Delivery Year lhat a Markei Seller has under 
Sections 7 and 10 of Atiachmeni DD to the PJM Tariff An FRR Enlity may cure deficiencies 
and avoid or reduce associaled charges prior to the Delivery Year bv procuring replacement 
Unibrced Capaciiy outside of any RPM auction and committing such capacity in its FRR 
Capacity Plan. 

H* Annexation of service territory bv Public Power Entity 

I. In the event a Public Power Enlity that is an FRR Enlity annexes senice territory 
to include new customers on sites where no h>ad had previously existed, then the incremental 
load on such a site shall be treated as unanUcipated load growth, and such FRR Entity shall be 
required lo eomnul sunictenl resources to cover such obligation in the relevant Delivery Year. 

2j In the event a Public Power Entity that is an I'RR Entity annexes senice territory 
to include load from a Partv lhal has not elected the FRR Altemative. then: 

a. I'or anv Delivery Year tor which a Base Residual Auciion already has 
been et)nducted. such acquiring FRR Entily shall meet ils obligations for 
the incremental load bv paving PJM for incrcmenlal obligations fincluding 
any additional demand cune obligalion) at the Capacity Resource 
Clearing Price for the relevant location, Anv such revenues shall be used 
to pay Capacity Resources that cleared in the BRA for lhal LDA, 

b. For any Delivery Year for which a Base Residual Auction has not been 
conducted, such acquiring FRR Entity shall include such incremental load 
in ils FRR Capacity Plan. 

3. Annexation whereby a Party lhat has nol elected the FRR Altemative acquires 
load from an FRR entity: 

a. _For any Delivery Year for which a Base Residual Auction already has 
been conducted. PJM would consider shifted load as unanticipated load 
growth for purposes of determining whether to hold a Second Incremental 
Auction. If a Second Incremental Auction is held. FRR entity would have 
a must offer requirement for sufficient capacity lo meet the load obligation 
ofsuch shifted load. If no Second Incremental Auciion is conducted, the 
FRR Enfity may sell the a.ssociated quanthy of capacity into an RPM 
Aucti<m or bilaterally. 
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h- i'or any Deliverv Year for which a Base Residual Auction has not been 
conducted, the FRR Enlitv that lost such load would no longer include 
such load in ils I'RR Capacity Plan, and PJ_M would include .such shifted 
load in future BRAs. 

1. Savings Clause for State-Wide FRR Program 

Nothing herein shall obligate or preclude a stale, acting cither bv law- or through a regulatory 
body acfing within its authority, from designating the Load Serving Entily or Load Serving 
Entities that shall be responsible for the capacity obligalion for all load in one or more FRR 
Senicc Areas wilhin such state according to the terms and conditions of that certain Settlement 
Ai:rccmem dated September 29. 2006 in FERC Docket Nos. EROS-1410 and EI05-148. the PJM 
Tariff and this Agreement. Each LSE subject to such slate action shall become a Party lo this 
Agreemenl and shall be deemed to have elected the FRR Altemative. 
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SCHEDULE 9 

PROCEDURES FOR 
ESTABLISHING THE CAPABILITY OF GENERATION CAPACITY RESOURCES 

A. Such mles and procedures as may he required to determine and demonstrate the 
capability of Generation Capacity Resources for the purposes of meeting a Load Serving 
Entity's obligafions under the Agreement shall be developed by the Office of 
Intcreonnection and maintained in the PJM Manuals. 

B. The mles and procedures for determining and demonstrating the capability of generating 
units to sene load in the PJM Region shall be consistent with achieving uniformity for 
planning, operating, aca>unting and reporting purposes. 

C. The mles and procedures shall recognize the difference in types of generating units and 
the relative ability of units to maintain output at staled capability over a specified period 
of time. Pactors affecting such ability include, but arc not limited to, fuel availability, 
stream fiow for hydro units, rcsenoir storage for hydro and pumped storage units, 
mechanical limitations, and system operating policies. 
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RESOURCE OPERATIONAL RELIABILITY REOUIREMENTS 

The Final Zonal Copaoily Priee dolcrmined puriiuom to Attuehmenl Y lo tho PJM Tariff' 
Lihull recognise and quantify the reliability vuluo of uortain operating oharooteriutiut) of 
Generation Capuuity Reoourooii.—To ensure thm Generolion Capacity Resourueu in the PJM 
Region have suffieienl operofionol flexibility lo maintain reliability, and that .̂ ruoh reliability 
value ifi properly reoognized and quonlifiod. the Oft'iee of the Interconnecfion fiholl: (u) emubli.'-.h 
RcGOuroe Operofionul Reliability-Requirumenli> li>f- each Planning Pt;riod; and (b) certify 
Goneration Cupaoily Reuourceii lhat moot ouch requiromonls. 

The Office of Intorw^nncetion ithull ontabliah minimum Reaouree Operaiionol Reliability 
Requirements for the PJM Region, in aoeorduneo with the PJM Manualit. and consistent with 
NERC and Applioublo Regional Reliabilily Council standardfr and Good Ulility-Practice, for 
Loud l-olU)wing Rftioureeii and Thirty Minute Start Rerioureen. 

Ihe Lood Following Requiremcni iihall quantify the minimum amouni of moguwatl!} that 
muiil he w>mmittod for the Delivery Yeur from Load Following-Re:>ourco!i that uro capoblo of 
eilher dispalohing within a given mnge at or abo '̂o ji minimum romp rule, or c>'o]rng on and off 
line to respond lo ehunguii in oyfitum load ao thoy ueeur. Tho Thirty Minute Stort Requirement 
;ihall quantify the minimum amount of mcgawalis roquir<>d from Thirty Minute Start Rewuro^o 
thut mur.l he oommitted for the Delivery Year.—The Lood Following and Thirty Minute Start 
Requirements ore PJM Region wide requiremenli>. 

The Load Following Requirement uhall bo equal to the Weuther Normolii'ed Summer 
Peak foreouijt time!! the lood following factor as iipeeified hy the PJM Manuals, fimes the 
Foreeaat Pool Requirement.—Tho Thirt)^ Minute Start Requiromunt .̂ hall be defined ao a 
percentage t>f the wuolher normalized forwOQM immmer peak- load for the FMivery Yeur. timwi 
t>ne minuo the average EFORd for tho PJM Region, oo fipecified in Ihc PJM Manuals. 

In Qooordonoe with procedureu uet forth in the PJM Manuols. the Otfreo of the 
Interconnection shall oertily Generation Copuoily Reuouroos eleotrioully looated in the PJM 
Region (a) having ojthor a floKible atart oapabilily or u diiiputuhablo capability that ure qualified 
to oontribute towards iho lx)ad Following Rcquiremeni; and (h) hoving u thirty (30) minutoo or 
leos Mart time capability that aro qualified to oontributo towards tho Thirty Minute Start 
Requirement.—To quolify oo u flexiblo start reuouroe, a unit must bo oopable of at leaiil three 
Gtflrto per day, und the oombinntion of ito minimum down lime and minimum mn time must be no 
more than eight hours. To qualify aa a dispulehahle resouroe, a unil muiil have a rongo bciween 
its minimum and-maximum output and muttt be able te-ramp at an average rute of at least-1 
MW/minulo over the unit's diopotohoble range. To qualify as u thirty minute-slort rosouree, a 
reiiouroe muitl have generating capability ovor and above the oapabilily needed to meet day to 
day puuk demand that oan he converted lully into energy within thirty (30) minutoii of u request 
from the Office of the Inleroonnootion. 
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A-wttt that is oommitled in a Buiie Residual or Jnoremontol Auciion as a Ihirty-Minute-
Start Reiiouree or Lood Follttwing Rciiourue shall he required lo ripceify purameieni in its offer 
data lo the PJM Intcruhunge Energy Market oonrTir.ient with such status, ULJ .spooifiud in the PJM 
Manuals, ond shall be subject to monitoring and/or performonce teiitii lo ensure compliance with 
riueh requirements. A unit that fails lo eilher-r.pooify or meet such purumeten'Tshall ho subject to 
deficiency eharger as set forth in Atluohment Y to the PJM Toriff 

SCHEDULE 10 

PROCEDURES FOR ESTABLISHING 
DELIVERABILITY OF GENERATION CAPACITY RESOURCES 

Generation Capaciiy Resources must be deliverable, consistent with a loss of load expectation as 
specified by the Reliability Principles and Standards, to the total system load, including 
portion(s) of the system in the PJM Region thai may have a capaciiy deficiency at any fime. 
Deliverability shall be demonstrated by either obtaining or providing for Network Transmission 
Senicc or Firm Point-To-Point Transmission Senicc within the PJM Region such lhat each 
Generation Capaciiy Resource is eilher a Network Resource or a Point of Receipt, respectively. 
In addition, for Generation Capacity Resources located outside the metered boundaries of the 
PJM Region that are used to meet an Unforced Capacity Obligation, the capaciiy and energy of 
such Generation Capacity Resources must be delivered to the metered boundaries of the PJM 
Region through firm transmission senicc. 

Certification of deliverability means that the physical capabilily of the transmission network has 
been tested by the Office of the Interconnection and found lo provide lhal senice consistent with 
the assessment of available transfer capability as set forth in the PJM Tariff and, for Generation 
Resources owned or contracted for by a Load Scning Entity, lhal the Load Sening Entity has 
obtained or provided for Network Transmission Senice or Firm Point-to-Poini Transmission 
Sen'ice to have capacity delivered on a firm basis under specified terms and condilions. 
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SCHEDULE lO.l 

LOCATIONAL DELIVERABILITY AREAS AND REOUIREMENTS 

The Final Zonal Cupaeity Price determined pursuant to Attachment Y to the i'JM Tariff 
shallcapaeitv obligations imposed under this Agg'ement recognize and quantify the locational 
value of Capaciiy Resources. To ensure lhal such locational value is properly recognized and 
quantified, Ihe Office of the Interconnection shall follow the procedures in this Schedule. 

Aj To recogniae und quunlify the locational value of uapocity. the Unforood Capacity 
Obligation 'ihall inolude Loeufionol Deliverability Rcquiremenlo. In aeuordonQo withl'ollowing 
the Transifion Period, as such term is defined in Attachment Y DD lo the Tariff, the OlTioo of the 
Interconnection !ihall detennine and post, three months prior to tho Base Re;Hdual Auctitm for 
each Dclis'ery Yeor, the U^cational DclivcTability Arca.s for the purposes of delennining 
locafional capacity obligations hereunder, but not necessarily for the purposes of the Regional 
fransmission Expansion Plannint^ Protocol, shall consist of the following Zones (as defmed in 
Schedule 15), combinations of such Zones, and portions ofsuch Zones: 

o 
o 
o 

o 

o 

o 
o 
o 

o 

o 

Dominion 
Pcncfelee 
ComEd 
AEP 
Davton 

o DuqucsneL 
APS 
AE 
BGE 
DPL 
PECO 
PEPCO 
PSEG 
JCPL 
MelEd 
PPL 
Mid-Atlanfie Area Council (MAAC) Region (consisting of all the 
zones listed below for Easlcm^lAAC, Western MAAC. and 
Southwestern MAAC-) 
ComEd. AEP. Dayton. APS, and Duuuesne 
Eastern MAAC fPSE&G. JCP&L. PECO. AE. DPL & RE) 

o Southwestern MAAC (PEPCO & BG&E) 
o Westem MAAC (PeneElec. MetEd. PPL) 
o PSEG northem region (north of Linden substalion): and 
Q DPI, southem region (south of Chesapeake and Delaware Canal 
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B; applicable to such Delivery Year. For purposes of evaluating the need for anv 
changes to the foregoing list. Locational Deliverability Areas shall be those areas, identified by 
the load deliverability analyses conducted pursuant to the Regional Transmission Expansion 
Planning Protocol and the PJM Manuals that have a limited ability to import capacity due to 
physical limitations of the transmission system, voltage limitations or stability limitations. Such 
limits on import capability shall nol reflect the effect of Qualifying Transmission Upgrades 
offered in the Base Residual Auciion. ftif The. Locational Deliverability Areas identified iii 
I^iragraph A above (as it niay be amended from time t_o.timeJ for a Delivery Year shall be 
modeled in the Base Residual Auction and any Incremental Auction conducted for such Delivery 
Year. If Fthe Office of the Interconnection includes a new Localii>naI Deliverability Area in the 
Regional, Ir^smission Expansion Planning Protocol, it shall make a filing with FERC to amend 
ihis Schedule to add a new Locational Uelivcrabiliiv Area fincluding a new aggregate LDA). if 
such newLJ-ocational Deliverability aArca is projected to have a capacity emergency transfer 
limit less than 1.05 limes the capaciiy emergency transfer objective ofsuch area, or if warranted 
by other reliabilily concerns consistent withjhc Reliabilily Principles and Standards. In addition, 
anv Partv mav propose, and the Office of the Interconnection shall evaluate, consistent with the 
same CtTQ/CEJO comparison t)r other reliability concerns, pt^ssiblc new Localional 
IDcliverability Areas fincluding aggregate .LDAs) lor incljjsion under i.hc.Regional Transmission 
Expansion Planning Pn>tocol jind for purposes of determining locational capacity ohlig;alion.s 
hereunder. 

Cj For each Locational Deliverability Area for which a separate VRR Curve was 
established tor a Delivery Year, the Office of the Interconnection shall determine, pursuant to 
procedures set Ibrth in the PJM Manuals, an the Pereenlage of Internal Cupocily Resources 
Rcquircdmeftt, equal to the quonfity. in megawatts, of Unforced Capacity that must bey 
committed during such Delivery 'I'car from Capacity Resources physically located in such 
Locational Deliverability Area. 
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SCHEDULE II 

DATA SUBMITTALS 

To perform the studies required to determine the Forecast Pool Requirement and Daily Unforced 
Capacity Obligations under this Agreement and to determine compliance with the obligations 
imposed by this Agreement, each Party and other owner of a Capacity Resource .shall submit 
data to the Office of the lntcra)nnection in conformance with the following minimum 
requirements: 

1. All data submiUcd shall satisfy the requirements, as they may change from time to time, 
of any procedures adopted by the Members Commiltec. 

2. Data shall be submitted in an eleefronic fbnnal, or as otherwise specified by the Markets 
and Reliability Committee and approved by the PJM Board. 

3. Actual outage data for each month for Generator Forced Outages, Generator Maintenance 
Outages and Generator Planned Outages shall be submitted so that it is received by such 
date specified in the PJM Manuals. 

4. On or before the date specified in the PJM Manuals, planned and maintenance outage 
data for all Generation Resources and load foreca.sts (including seasonal and average 
weekly peaks) shall be submitted. 

5. On or before the dale specified in the PJM Manuals. adju,stments to forecasts shall be 
submitted. 

6. On or before the dale or schedule for updates specified in the PJM Manuals, revisions to 
capacity and load forecasts (including the plans for satisfying the Daily Unforced 
Capaciiy Obligation of the Party) shall be submitted. 

7. Capacity plans or revisions to previously submitted capacity plans, required under 
Schedule 6. 

H, As desired by a Party, revisions to monthly peak load forecasts may be submitted. 

The Parties acknowledge that additional information required to determine the Forecast Pool 
Requiremcni is to be obtained by the Office of the Interconnection from Electric Distributors in 
accordance with the provisions of the Operating Agreement. 
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SCHEDULE 12 

DATA SUBMISSION CHARGES 

A. Data Submission Charge 

For each working day of delay in the submittal of information required to be submitted 
under this Agreement, a data submission charge of S500 shall be imposed. 

B. Distribution Of Data Submission Charge Receipts 

1. Each Party that has satisfied its obligations for data submittals pursuant to 
Schedule 11 during a Delivery Year, without incurring a data submission charge 
related to that obligation, shall share in any data submission charges paid by any 
other Party that has failed lo satisfy said obligation during such Planning Period. 
Such shares shall be in proportion lo the sum of the Unforced Capacity 
Obligations of each such Party entitled to share in the data submission charges ft)r 
the mosl recent monlh, 

2. In the event all of the Parties have incurred a data submission charge during a 
Delivery Year, those data submission charges shall be distributed as approved by 
the PJM Board. 
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SCHEDULE 13 

EMERGENCY PROCEDURE CHARGES 

Following an Emergency, the compliance of each Party with the instmctions of the Office 
I of the Interconnection shall be evaluated as directed by the Markets and Reliability Committee. 

If, based on such evaluation, it is determined lhat a Party refused lo comply with, or otherwise 
failed to employ ils best efforts to comply with, the instructions of the Office of the 
Interconnection to implement PJM emergency procedures, that Party shall pay an emergency 
procedure charge, as set forth in Attachment DDY lo the PJM Tariff The revenue associated 
with Emergency Procedure Charges shall be allocated in accordance with Attachment Y-DD to 
the PJM Tariff. 
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SCHEDULE 14 

DELEGATION TO THE OFFICE OF THE INTERCONNECTION 

The following responsibilities shall be delegated by Ihc Parties to the Office of the 
Interconnection: 

I. New Parties. With regard to the addition, withdrawal or removal of a Party: 

(a) Receive and evaluate the information submitted by entities that plan to 
sene 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 accoidance with the requirements of the 
Agreemenl. 

(b) Evaluate ihc effects of the withdrawal or removal of a Party from this 
Agreement. 

2. 

Issued By: 

Is.sued On; 

Implementation of Reliabilily Assurance Agreement. With regard to the 
implementation of ihe provisions of this Agreement: 

(a) Receive all required data and forecasts from the Parties and other owners 
of Capacity Resources; 

(b) Perform all calculafions and analyses necessary to determine the Forecast 
P(K)I Requiremcni and the obligations imposed under the Reliability 
Assurance Agreement, including periodic reviews of the capacity benefit 
margin for consistency with the Reliability Principles and Standards; 

(e) Monitor the compliance of each Party with ils obligations under the 
Agreement; 

(d) Keep cost records, and bill and collect any costs or charges due from the 
Parties and distribute those charges in accordance with the terms of the 
Agreemenl; 

(c) Assist with the development of rules and procedures for determining and 
demon.strating Ihe capabilily of Capacity Resources; 

(f) Establish the capability and deliverability of Generation Capacity 
Resources consistent with the requirements of the Reliability A.ssurance 
Agreement; 

(g) Eslablish standards and procedures for Planned Demand Resources; 

(h) Collect and maintain generator availability data; 

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

Effective: June 1,2007 
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(i) Perform any other forecasts, studies or analyses required to administer the 
Agreement; 

(j) Coordinate maintenance schedules for generation restiurces operated as 
part of the PJM Region; 

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

(I) Enter into agreements for (i) the transfer of energy in Emergencies in the 
PJM Region or in a Control Area interconnected with the PJM Region and 
(ii) mutual support in such Emergencies with other Control Areas 
interconnected with the PJM Region; and 

(m) Coordinate the curtailment or shedding of load, or other mea.sures 
appropriate to alleviate an Emergency, to presene reliability in 
accordance with FERC, NERC or Applicable Regional Reliability Council 
principles, guidelines, standards and requirements, and to ensure the 
operation of the PJM Region in accordance with Good Utility Practice. 
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SCHEDULE 15 

ZONES WITHIN THE PJM REGION 

FULL NAME SHORT NAME 

Permsylvania Electric Company PENELECPenelec 
Allegheny Power APS 
PPL GroupElootrio Ufilifies-Coiporation PPL 
Metropolitan Edison Company ...MEMetEd 
Jersey Central Power and L i ^ t Company JCPL 
Pubfic Senice Electric and Gas Company ....PSEG 
Afiantic City Electric Company AEC 
PECO Energy Company PECO 
Baltimore Gas and Electric Company BGE 
Delmana Power and Light Company DPL 
Potomac Electric Power Company PEPCO 
Rockland Electric Company , ., ,., RE 
Commonwealth Edison Company ComEd 
AEP East Zone AEP 
The Dayton Power and Light Company , Dayton 
Virginia Electric and Power Company Dominion 
Duquesne Light Company DL 
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SCHEDULE 16 

•Non-Retail Behind the .Meter Generation 
Maximum Generation Emergency Obligations 

I. A Non-Retail Behind fhe Meter Generation rcst>urce that has output that is netted 
from Ihe Accounled-For Obligation of a Party pursuant to Schedule 7 of this Agreement shall be 
required to operate at its full output during the first len times between November I and October 
31 lhat Maximum Generation Emergency fas defined in section 1.3.13 of Schedule I of the 
Operating Agreement) condilions occur in the zone in which the Non-Retail Behind The Meter 
Generation resource is loealed. 

2. The Partv fi)r which Non-Retail Behind The Meter GeneratitTn output is netted 
from ils Accounied-For Obligation shall be required U> report to PJM schcxluled outages of the 
resource prior to the oecurtenee of such <tutage in accordance with the time requirements and 
procedures sel forth in the PJM Manuals. Such Party also shall report to PJM the output of the 
Non-Retail Behind The Meter Generation resource during each .Maximum Generation 
Emergency condition in which the resource is required lo operate in accordance with the 
procedures sel forth in PJM Manuals. 

3, Except for failures lo operate due to scheduled outages during ihe months of 
October through May, for each instance a Non-Relail Behind Ihe Meter Generation resource 
fails to operate, in whole or in part, as required in paragraph 1 above, the amount of operating 
Non-Retail Behind The Meter Generation from such resource lhat is eligible for netting will he 
reduced pursuant to the following formula: 

Atljusicd 
H N R B I V K ; - . hNRBrMa-:LflO% ofthcNotKunNRBiMOl 

Where: 

HNRBl.VKi cuuals ihc opcratinii Non-Relail BehinJ "the Meter (ieneration eiii:ihlc for netiinti a?. 
detennined pursuant t» Schedule 7 of this Agreement. 

Not Run NRBTMG is the anwfiinl in mcRawaits that Ihc Non-Rctail Behind The Meier 
(ieneration resource failed to produce during an occurrence of Maximum (ieneration 
limer^encv conditions in which the resource wax required lo operjtc. 

m f l % of ihc Nol Run NRBTNKil is Ihe summation of 10% mepa*atl reductions 
a.ssoeiated with the events of non-pcrformancc. 

The Adjusted ENRBTMG shall not be less than zero and shall be applicable for 
the succeeding Planning Peritnl. 

4. If a Non-Rciail Behind The Meter Generation resource lhal is required lo operate 
during a Maximum Generation Emergency condition is an Energy Resource and iniecis energy 
into the Transmission System during the Maximum Generation Emergency condition, the 
Network Customer that owns the resource shall be compensated for such injected energy in 
accordance with the PJM market rules. 
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SCHEDULE 17 

PARTIES TO THE RELIABILITY ASSURANCE AGREEMENT 

ThLs Schedule sets forth the I^arties to the Agreement: 

Harrijjon REA Inc. 
City of New Martinsville 
CityofPhilippi 
Lelterkenny Industrial Development Authority-PA 
Old Dominion Electric Cooperative 
Town of Fn)nt Royal 
Hagerstown 
Borough of Chambersburg 
Town of Williamsport 
Thurmont 
Allegheny Electric Coopcrtivc, Inc. 
Allegheny Power 
AES New Energy, Inc. 
BP Energy Co. 
Commonwealth Edison Company 
Commonwealth Edison Company of Indiana 
Dayton Power & Lighl Company (The) 
American Municipal Power-Ohio, Inc. 
American Electric Power Service Corporation on behalf of its affiliates: 

Appalachian Power Company 
Columbus Southem Power Company 
Indiana Michigan Power Company 
Kentucky Power Company 
Kingsport Power Company 
Ohio Power Company 
Wheeling Power Company 

Allegheny Energy Supply Company, L.L.C. 
Blue Ridge Power Agency, Inc. 
Central Virginia Electric Cooperative 
City of Dowogiae 
Hoosier Energy REC, Inc. 
Indiana Municipal Power Agency 
Ormet Primary Aluminum Corporation 
CityofSturgis 
Wabash Valley Power Association, Inc. 
Duquesne Light Company 
Virginia Eleciric and Power Company 
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Honorable Magalie R, Salas 
Secretaiy ^ 
Federal Energy Regulatory Cotnmission 
888 First Street, N.E. Room IA 
Washington. D.C. 20426 
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Re: Settkmenf Agnemcnt and Expluiatory StatcmcBt of the Settling 
Particf Rcsotving AU Issncf In PJM IntcrcoBnection L.L.C.. Docket 
Not. ER05-1410-000 and -001, and EL05-14»4)00 and -001 

Dear Ms. Salas: 

PJM Intercoimection, LX.C. n * J \ r ) , pursuant to Rule 602 of the Commission's 
Rules, submits for filing, on behalf of itself and the parties listed in the enclosed 
Settlement Agreement (collectively **Settling Parties")* an onginal and 14 copies of the 
settlement documents described below. 

I. Description of the Filing 

Tbe Settlement Agreement filed herein resolves all issues regarding the 
implementation by PJM of a reliability pricing model (**RPM'̂  to replace PJM*s existing 
capacity obligation rules, witlwut the need for an evidoitiary hearing or further 
proceedings. Thexefoic, the Settling Parties respectfully request that the Commission 
approve tlie Settlemeot Agreement, iiKiuding the enclosed revised sheets of the PJM 
<^en Access Transmission Tariff C*PJM Taiiif*)> PJM Operating Agreement, and the 
enclosed new Reliability Assurance Agreement for the PJM Region ("RAA'Oi as set 
forth in Attachmoits A through F to the Settlement Agreement 

XL Documents Enclosed 

I I K Settling Parties submit the following settlement materials: 

I. Explanatory Statement, indudii^ appenclioes containing supplemental 
a£Fidavits of Mr. Andrew L. Ott, Mr. Joseph E. Bowring, and Mr. 
Benjamin F. Hobbs, on bdialf of PJM; Mr. Paul U^iUiams, on behalf of the 
Portland Cement Association; and Mr. Robert Stoddard, on behalf of 
Mirant. 

http://www.wn�htlwxoni
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2. Settlement Agreement, including appendices containing revised sheets to 
the PJM Tariff, Operating Agreement and RAA; 

3. Proposed Letta Order; and 

4. Certificate of Service. 

UI. ConmcDt Dates / 

Pursuant to Rule 602(fX2), conunents on the Settlement Agreement must be filed 
with the Secretary within 20 days of the filing of the settlement, i.e., on or before October 
19, 2006, and reply comments must be filed with the Secretary within 30 days of such 
filing, i.e. on or before October 30,2006. 

IV. Reqaeit for Review and Waiver 

The Settlement Agreement provides that the RPM construct shall replace PJM's 
cunent capacity construct beginning on Jime I, 2007, which is the first day of the next 
annual Ddivery Year under the new o^Mcity rules. To permit this implementation date, 
FJM must conduct the Base Residual Auction for the 2007-2008 Delivery Year in April 
2007; therefore, PJM and the maricet participants must begin to implement the necessary 
systems and business practice changes as soon as possible. To that end, the Settling ) 
Parties are asking the Commission to approve the Settlement Agreement by December 
22, 2006. To the extent ikecessary, waiver of the Coirunission's notice requirements is 
requested. 

V. Service and Request for Waiver of Posting Reqaircmcnts 

Pursuant to Rules 602(d) and 2010 (18 CF.R. §§ 3SS.602(d) & 2010), PJM has 
served, either by pq)er or electronic service, the settlement documents listed in section II 
above, on all the parties listed on the official service list corrqnied by die Secretary in this 
proceeding, all PJM members, and all state commissions in the PJM Region. 

^ d i regard to service on the PJM members and the state conunissions, PJM 
requests waiver of die posting requirements, so as to pexnut electronic service rather than 
paper service. Waiver of pqier service is consistent with tbe Commission's decision to 
establish electronic service as the default method of service on service lists maintained by 
tbe Commission Secretary for Commission proceedings.^ While Order No. 653 did not 
amend the posting requirements, i^yplication of its rules to tariff filings would be 
consistent with tbe Cotnmissicm's "efiforts to reduce the use of pq)er in compliance with 
the Oovemment Paperwork Elimination Act*^ .^>plying amended section 385.2010(0 to 

' Sfig EloctiDnic Notification of Commis.<aoT^ yMiw^yieg, Order No. 653,110 FERC 
161,110(2005). 

^ I ia tP2.c i t i !B44U.S.C.§3504. 
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this filing, PJM will post this filing today to the FERC filings section of its internet site, 
http7/www.pjm.com/documents/ferc.html. and send an e-mail to all PJM members and 
all state utility regulatory conunissions in the PJM Region^ alerting them that this filing 
has been made by PJM today and is available by foUowing such link. Within one 
business day, PJM will send a second e-mail to the same list, containing a link that takes 
the recipient directly to tbe filed document* 

/ Respectfully submitted. 

-^(uiFa.— 
CraigGIazer 
Vice President - Federal Oovemment Policy 
PJM Interconnection, L.L.C. 
1200 G Street. N.W. 
Suite 600 
Washington, D.C. 20005 
(202) 393-7756 (phone) 
(202) 393-393-7741 (fex) 
elazec(2iDim.com 

Jeffrey W. Mayes 
Senior Counsel 
PJM Interconnection, L.L.C. 
955 Jefferson Avenue 
Norristown, PA 19403 
(610) 666-8878 (phone) 
(610)666-4281 (fax) 
maYe3J(Stoim.com 

Encl, 
cc: Service List 

Barry S, Spector ' 
PauJM.Flynn 
Wright & Talisman, P.C. 
1200 G Street, N.W. 
Suite 600 Washington, D.C. 20005 
(202) 393-1200 (phone) 
(202) 393-1240 (fax) 
flvrm^Swri ghtlaw.com 

Attorneys for 
PJM laterooiiaectioiit L*L,C 

PJM already m«int«ing tqxlates, and regularly uses e-mail lists for all Members 
and affected commissions. 

PJM anticipates that in unusual circumstances, it may not be possible to post the 
document to its website on die day of filing, or to distribute an active link to the 
document within one business day. Consistent widi $385^010(iX3), if a link to 
the document does not become available within two business days after filing, 
PJM will arrange for immediate service by other means. 

http://www.pjm.com/documents/ferc.html
http://ghtlaw.com
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viii) The Net Energy and Ancillary Services Revalue Of&et vahies for 
the PJM Region for use in the Variable Resource Requirement 
Curves for the PJM Region and each Locational DeUverability 
Area for which a separate Variable Resource Requirement Curve 
has been established ibr such Base Residual Auction; and 

ix) The results of the Preliminary MarVet Structure Screen in 
accordance with section 6.2(a). 

b) The information listed in (a), widi the e x e l o n of the Preliminary PJM Rcsjon 
Peak Load Forecast and the Variable Resource Requirement Curves, will continue to be posted 
and applicable for the First, Seocmd, and Third Incremental Auctions for sudi Ddivery Year. 
The Variable Resource Requirement Curves dial] remain posted during tbe auction process for a 
Deliveiy Year, but shall be used only in the Base Residual Auction for such Delivoy Year. 

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

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

5.12 Conduct of RPM Auctions 

The OfBce of the Interconnection shall employ an optimization algorithm for each Base 
Residual Auction and each Incremental Auction to evaltiate the Sell Offers and other inputs to 
such auction to determine the Sell OfTers that clear such auction. 

a) Base Residual Auction 

For each Base Residual Auction, the optimization algorithm shall consider 

• all Sell Offers submitted in such auction; 

• die Variable Resource Requirement Curves for tbe PJM Region and 
each LDA; 

• any constraints resulting fiom the Locational Deliverability 
Requirement; 

• the PJM Region ReliabiUty Requirement, minus tfie Forecast RTO ILR 
ObUgation. 
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The optimization algoridim shaU be applied to calculate the overaU clearing result to 
minimize the cost of satisfying the reliabihty requirements across the PJM Region, regardless of 
whether the quantity clearing the Base Residual Atiction is above or bdow the applicable target 
quantity, while respecting all applicable requirements and constraints. Where the 9U]^ly curve 
formed by the Sdl Offers submitted in an auction fiUls entirely bdow the Variable Resource 
Requirement Curve, the auction shall dear at the prico-c^padty point on the Variable Resource 
Requirement Curve corresponding to die total Unforced Capadty provided by all sucb Sdl 
Offers. Where the sapply curve consists only of Sell Offera located entirely bdow the Variable 
Resource Requirement Curve and Sdl Offers located cntirdy above the Variable Resouroe 
Requirement Curve, the auction shaU dear at the prioe-ctq)adty point cm the Variable Resource 
Requirement Curve corresponding to the total Unforced Capadty provided by all SeU Offers 
located entirdy bdow the Variable Resource Requirement Curve. In determining the lowest-
cost ovendl clearing result that satisfies aU appUcable constraints and requirements, the 
optimization may sdect fiom among multiple possible altemative clearing results that satisfy 
such requirements, induding, for example (witiiout limitation by such example), accepting a 
lower-priced Sdl Ofler that intersects the Variable Resource Requirement Curve and that 
spedfies a minimum capadty block, accepting a higher-priced Sdl Offer that intersects the 
Variable Resource Requirement Curve and that contains no minimum-block limitations, or 
rejecting both of the above alteniatives and clearing the auction at the higher-priced point on the 
Variable Resotuce Requirement Curve that conresponds to the Unforced Capadty provided by aU 
Sdl Offers located entirdy bdow the Variable Resoiuoe Requirement Curve. 

The Sdl Ofier price of a Qualifying Transmission Upgrade ahaU be treated as a capadty 
imce differentia] between the LDAs spedfied in such Sdl Offer between which CETL is 
increased, atid the Import C^iability provided by such upgrade shall dear to the extent the 
difference in clearing prices between such LDAs is greater than the price spedfied in such SeU 
Offer. The Capacity Resource dearing results and Capadty Resource Clearing Prices so 
detennined shaU be applicable for such DeUvery Year. 

b) First Incremental Auction 

For each First Incremental Auction, die optimization algorithm shall oonsider: 

• die same locational constraints diat were modded in the Base Residtial 
Auction; and 

• the Sdl Offers and Bay Bida submitted in such auctioiL 

The optimization algorithm sliaU calculate the overaU dearing result to minimize tbe cost 
of committing replacement Oqiadty Resources in response to the Buy Bida submitted, while 
satisfying or honoring sudi te^ilttt^ty requirements and oonstjaints. 

c) Second Incremental Auction 

For each Second Incremental Auction, die optimization algoridun shaU consider: 

• The PJM Region ReliabUity RoquirBmeot, less the Forecast RTO ILR 
ObUgation; 
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• For each LDA, sudi LDA's share of the Final RTO Peak Load Forecast less 
die Forecast RTO OJR ObUgation; 

• The Sdl Offers submitted in sudi auction; 

• Ibe Unforced Capadty previously committed for such DeUveiy Year, and 

• the same Locational DeUverability Requirements that were modded in the 
Base Residual Auction. 

Tbe optimization algorithm shaU calculate die overaU dearing result to minimize the cost 
to satisfy the Unforced Capadty ObUgation of the PJM Region to account for the Final PJM 
Peak Load Forecast, wfaUe satisfying or honoring such reUa)>iUty reqmrements and constraints, in 
the same maimer as set forth in subsection (a) above. 

d) Third Incremental Auction 

For each Third Incremental Auction, the optimization algorithm shall consider 

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

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

The optimization algorithm shaU cdculate the overaU clearing result to minimize the cost 
of committing rqilaoement Capacity Resources in response to the Buy Bids submitted, whUe 

^ ^ satisf^g or lionoring such reUabiUty requirements and constraints. 

(e) Equal-prioed SeU Offers 

If two or more Sdl Offers submitted in any auction satisfying all appUcable constraints 
indudc the same offer price, and some, but not dt, of the Unforced Capadfy ofsuch Sdl Offers 
is required to clear the auction, then the auction shaU be deared in a manner that minimizes total 
costs, including total make-whole payments if any such offer includes a minnniim blodc and, to 
the extent consistent with the foregoing, in accordance with tbe foUowing additional prindples: 

1) as necessary, the optonization sliaU dear such ofiiers that have a flexible 
megawatt quantify, and the flearible portions of such offera that indude a minfmimi 
block that already lias deared, where some but not aU of such equal-priced flexible 
quantities are required to dear the auction, pro rata based on their flexible megawatt 
quantities; and 

2) when equal-priced minimum-block ofifers would result in equal overaU 
costs, induding malce-whole payments, and only one such offer is required to dear 
the auction, then the offer dtat was submitted carUest to the Office of the 
InteroonnecticMi, based on its assigned timestamp, wiU dear. 
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5.13 Certification of ILR 

No later than throe months prior to the start of the Ddivery Year, UJSL Providcn may 
submit resources for review and certification by the Office of die Intcaxonnection, in accordance 
widi the ReUabUity Assurance Agreement and the PJM Manuals, as ILR Resources for the 
Ddivery Year. In accordance widi Sdiedole 6 of the RdiabiUty Assurance Agreement, ILR 
Providers must provide the Nominated ILR Vdue for the ILR resources certified. 

5.14 Clearing Prkcs and Charges 

a) C3pttdty Resource Clearing Prices 

For each Base Residual Auction and Incremental Auction, the Office of the 
Intercormection shdl cdculate a clearing price to be paid for each megawatt-day of Unforced 
Capwdty that dears in such auction. The Capadfy Resource Clearing Price for each LDA will 
be the sum of the foUowing: (1) tlte marginal vtdue of system capadfy for the PJM Region, 
without considering locatiotud oonstrainta, and (2) the Locational Price Adder, if any in such 
LDAaU as detemiiaed by the Office of the Interconnection based on tbe optimization algorithm. 
If a Capadfy Resource is located in more than one Locational DdiverabiUfy Area, it shaU be 
paid the highest Locationd Price Adder in any appUcable LDA in which the SeU Offer for such 
Ciqpadfy Resource cleared. 

b) Resource Make-Whole Payments 

If a Sdl Offer spedfies a minimum block, and only a portion of such block is needed to 
dear the maricet in a Btuc Residud or hicremental Auction, the MW portion of such Sell Offer 
needed to dear the market sbaU clear, and such Sdl Offer shaU set the margind vdue of system 
capadfy. In addition, the Capadfy Maricet Sdler shaU recdve a Resouroe Make-Whole Payment 
equd to the C^iadfy Resouroe Clearing Price in such auction times the difference between the 
Sdl Offer's mminium blodc MW quantify and the Sdl Offer's cleared MW quantify. The cost 
for any such Resource Make-Whole Payments required in a Base Residud Auction or Second 
Incrementd Auction shaU be collected pro rata fiom aU LSEs in the LDA in which such 
payments were made, based on their DaUy Unforced Ciqndty Obligations. The cost for any audi 
Resouroe Make^Whole Payments required in a fmt or Third Incrementd Auction shaU be 
coUected fiom dl Capadfy Market Bt^crs in die LDA in vAddi such payments were made, on a 
pro-rata basis based on the MWs purchased in such auction. 
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c) New Entry Price Adjustment 

A Capadfy Market Sdler that subnuts a Sdl Offer based on a Planned Generation 
Capadfy Resource that dears in the BRA fiir a DeUvery Year may, at its dection, submit SeU 
Offers with a New Entry Price Adjustment in the BRAs for the two immediatdy succeeding 
Ddivery Years if: 

a. Such Capadfy Market SeUer provides notice of such 
election at the time it submits its ScU Offer for such 
resource in the BRA for the first DeUvery Year for 
which such resource ia eUgible to be considered a 
Plarmed Generation Capadfy Resource 

b. Acceptance of such SeU Offer in such BRA increases 
the totd Unforced Ctpadty in the LDA in which such 
Resource wiU be looated fix>m a megawatt quantify 
bdow the LDA Rdiabilify Reqiuremeot to a megawatt 
quantify corresponding to a point on the VRR Curve 
where price is no greater than 0.4O times the appUcable 
Nd CONE divided by (one minus the pool-wide average 
EFORd[);and 

c. Such Capadfy Market Sdler submits SeU Offers in the 
BRA for the two immediatdy succeedmg DeUveiy 

^ ^ Years for the entire Unforced Capadfy of such 
Generation Capacity Resource equd to the lesser of: 1) 
the price in such seUcr's Sdl Offer for die BRA in 
which such resource quaUfied as a Plarmed Generation 
C^iadfy Resource or 2) 0.90 times the then-current 
Net CONE, cm an Unforced C^iadfy basis, for such 
LDA. 

If the Sdl Offer ia submitted consistent widi the finegoxng conditi<ms, then: 

L in tbo first DeUvery Year, the Resource sets the 
C^tactfy Resource Clearing Price for the LDA and aU resouroes in 
the LDA recdve the Capadfy Resouroe Clearing Price. 

ii. in tlie subsequent two BRAs, if the Resource dears, 
it shaU roodve the higher of the foregoing SeU Offer price and the 
Capadfy Resource Dearing Price fbr such LDA Ifthe SeU Offer 
price exceeds the Opadty Resource Gearing Price, the difference 
wiU be paid as a Resouroe Mako^Whole Payment in acoordanoe 
with Section 5.14(b). Odier capadfy resources diat dear die BRA 
m such LDA recdve the C^adfy Rcscniroe Clearing Price as 
determined in Section 5.14(a). 
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iu. The failure to submit a SeU Offer consistent with Socticm 
5.14(cXiHiiO in the BRA for DeUvery Year 3 shaU not retroactivdy revoke the 
New Entry Price Adjustment fbr Ddivery Year 2. 

For eadi DeUvery Year that the fbregomg conditions are satisfied, the Office of the 
Interconnection shaU maintain and employ in the auction dearing for such LDA a separate VRR 
Curve, notwithstanding die outcome of the test referenced in Section 5.10(a)(i0 of this 
Attachment 

d). QuaUfying Transmisdon Upgrade Payments 

A Capadfy Market Sdler that submitted a SeU Offer based on a QuaUfying Transmission 
Upgrade that dears in the Bsse Reddud Auction shdl recdve a payment equd to the Capadfy 
Resource Clearing Price, induding any Locationd Price Adder, of the LDA mto iiduch the 
Qudifying Transmisdon Upgrade Is to increase Capadfy Emcfgency Transfer Limit, less the 
Capadfy Resource Clearing Price, inchuUng any Locatiottd Prioe Adder, of the LDA fiom 
which the upgrade was to provide such increased CETL, multipUed by the megawatt quantify of 
mcreased CETL cleared fiom such SeU Offer. Such payments shdl be reflected In the 
Locationd Price Adder determined as part of the Fmd Zond Capadfy Price for the Zone 
assodated with such LDAs. 

e). Locationd ReUabiUfy Charge 

In accordance with the ReUabiUfy Assurance Agreement, each LSE shdl incur a 
Locationd Rdiabilify Charge (subject to certain o£&ets as described in sections 5.13 and 5.15} 
equd to such LSE's Dfuly Unforced Q^adfy Obligation in a Zone during such Delivery Year 
mdtipUed by die appUcable Find Zond Capadfy Price in such Zone. 

f) The OfUce of the Interconnection shdl determine Zond Capadfy Prices in 
accordance with the foUowing, based on the optimization dgorithm: 

t) The Ofiice of the Interconnection ahaU cdculate 
and post die PreUminary Zond OqMidfy Prices for each DeUveiy 
Year foUowing the Base Residud Aucticm for sudi DeUvery Year. 
The Preliminary Zond Capacity Price fbr each Zone shaU be the 
sum of: 1) the margind vdue of system ettpadty for the PJM 
Region, without conddering locationd constraints; 2) the 
Locationd Price Adder, if any, fbr the LDA in which such Zone is 
located; provided however, that if the Zone contains multiple 
LDAs with different Cqiadfy Resource Clearing Prices, the Zrad 
C^tadfy Prioe shaU be a wdghted average of the Capadfy 
Resource Gearing Prices fi>r such LDAs, wd^ited by the 
Unforced Capadfy of Capadfy Resouroes deared in each such 
LDA; and 3) 

an adjustment, if required, to account fbr Resource Mako-Wholc 
Payments, all as determined in acoordanoe with the opcrmization 
dgorithm. 
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ii) The Office of the Intercoimection shdl cdculate 
and post die Adjusted Zond Capadfy Price following each Second 
locremcntd Auction. The Adjusted Zond Ciq>adfy Price for each 
Zone shdl equd (1) the Preliminary Zond Capadty Price, phis (2) 
the Zond CiqMunfy Price fi}r such Zone in the Second Incrementd 
Auction minus tfae Preliminary Zond C^iadfy Price fbr such 
Zone, multipUed by the ratio of (y) the total megawatts of 
Unforced Capadfy deared in the Second Incrementd Auction 
divided by (z) the sum of the megawatts of Unfiwced Capadfy 
cleared in the Base Reddud Auction and die megawatts of 
Unforced Capadfy cleared in the Second Incrementd Auction, 
plus the Forecast RTO ILR ObUgation. 

iii) The Office of the Interconnection shaU cdculate 
and post the Fimd Zond Capadfy Price after dl ILR resources are 
certified for the Ddivery Year. The Find Zond Capadfy Price for 
each Zcme shdl equd the Adjusted Zond Capadfy Price, as 
further adjusted to reflect die certified ILR compared to the ILR 
Forecast previously used for such DeUvery Year, and any 
decreases in the Nominated Demand Resource Vdue of any 
existing Demand Resource deared in the Base Reddud Auction 
and Seocmd Incrementd Auction. 
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g) Resource Substitution Charge 

Each Capadty Market Buyer in the First Incrementd Auction or Third Incrementd 
Auction shaU pay a Resource Substitution Charge equd to the Capadfy Rescrarce Gearing Price 
rcsdting fitna siich auction mdtipUed by the megawatt quantify of Unforced Capadfy purchased 
by sudi Market Buyer in such auction. 

h) Minimmn Offer Price Rule for Certain Plarmed Generation Capadty Resources 

(1) Prior to each Base Reddud Auction, the Market 
Monitoring Unit shaU develop locationd asset-class estimates of 
competitive, cost-based, red levelized (year one) Cost of New 
Entry, net of energy and andUary service revenues C^ct Asset 
ClassCost of NewEntr/0. Other than the levdizaticm approach, 
determination of the COst Of New Entry component of the Net 
Asset Gass Cost of New Entry shdl be consistent with the 
mcdiodology used to determine the Cost of New Entry sd forth in 
Section 5.10(aXiv)(A) of diis Attachment Notwithstanding the 
foregoing, the Net Asset Gass Cost of New Entry shaU be zero for 
(i) base load resources, such as nnclcar, ood and Integrated 
Gadfication Combined Cyde, that require a period for 
development greater than three years; (u) any fadUfy assodated 
with the producticm of hydrodectric power; (iu) any upgrade or 
addition to an existing Generation Ciqiadfy Resource; or (iv) any 
Planned Generation Capacity Resource being devdoped in 
response to a state regdatory or legislative mandate to resolve a 
projected capadfy shortfidl in the DeUvery Year affecting that 
state, as detomined pursuant to a state evidentiary proceeding that 
indudes due notice, PJM partidpation, and an of^rtunify to be 
heard. 

(2) The Maricet Momtoring Umt shaU evduato any Sdl 
Offer tiiat is based on a Planned Generation Capadty Resource 
subnutted in a Base Reddud Auction fbr the first Ddivery Year in 
which such resource quaUfies as such a resouroe, in any LDA for 
^diicfa a separate VRR Curve has been established, and shaU 
detennine ^diether such Sdl Offer meets each of die following 
criteria: 

i. Sdl Offir affects die Gearing Price; 

u. Sdl OfiKx is less than 80 percent of the 
iqipUcable Net Asset Gass Cost of New Entry or, if diere is no 
appUcable Net Asset Gass Cost of New Entry, less dian 70 percent 
of die Nd Asset Class Cost of New Entry for die Reference 
Resource effective in such LDA; and 
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ui. The Capadty Market SeUer and any 
Affiliates has or have a "net short podtion" in audi Base Reddud 
Auction for such LDA that equds or exceeds (a) ten percent of the 
LDA ReliabiUty Requirement, if less than 10,000 megawatts, or 
(b) five percent of the totd LDA ReUabiUfy Requtrement, if equd 
to or greater than 10,000 megawatts. A **ntt short podtion" shdl 
be cdcdated as die actud retaU load obUgation minus the portfolio 
of supply. An "actud retaU load obUgation" shaU mean the LSE*s 
combined load served in the LDA at or around the time of the Base 
Reddud Auction adjusted to account for load growth up to the 
Ddivery Year, udng the Forecast Pool Requirement A*>n1folio 
of supply^ shaU mean die Generation Capacity Resouroes (on an 
unforced c^iadty basis) owned by the Capadty Market SeUer and 
any AfiBUates at the time of the Base Reddud Auction plus or 
minus any generation that is, at the time of tfae BRA, under 
contract for the Ddivery Year. 

(3) If die Market Monitoring Umt determines duU aU of 
the criteria of Secticm 5.14(h)(2) are met, it diaU notify the 
Capadfy Markd Sdler of this determination. Within five business 
days, or such other period to which the Maricd Monitoring Unit 
consents, such Capadfy Maricet SeUer may supply the Maricet 
Monitoring Unit with spedfic information about the costs and 
operationd parameters reUting to its Sdl Offer. If the Capadfy 
Markd Sdler fkils to supply any such information within the 
spedfied time, or if the Market Mcmitoring Unit determines that 
the information provided, combined with revenues that would be 
eamed in PJM-administered markets as determined by PJM, does 
not siqiport the offer, the iq>pUcd>le cost-based nd Cost of New 
Entry determined in Section 5.14(h)(1) shaU be used to edabUsb an 
dtemative Sdl Offer. The dtcmative SeU Offer employed in place 
of die actud Sdl Offer shaU be equd to 90 percent of die 
qipUcable Net Asset Gass Cost of New Entry or, if there is no 
qipUcable Net Asset Gass Cost of New Entry equd to 80 percent 
of die Nd Asset Gass Cost of New Entry for flic Rc^amce 
Resource. Upon timdy receipt of such infimnation, the Market 
Monitoring Unit shaU detennine wfaedier such Sdl Offer is 
consistent with the red levelized (year one) competitive, cost-
based, fixed, net cost of new entry were the resource to rdy soldy 
on reveaoes horn PJM-administered markets (ix^ were aU ouQnit 
from the unit sold in PJM-adnunistered spot markets). HieMarket 
Monitoring Unit shaU acQust the aUenaative Sdl OfEei if 
appiopiiate on the basis of the rdervant and reliable supporting 
infonnation avdlable and the appUcatioa of an objective andyns. 
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(4) The Maiket Monitoring Unit shaU request that die 
Office of die Intercoimoctitm perform a sendtivify analysis on any 
Base Reddud Auction that included SeU Offers meeting tfae 
criteria of Section 5.14(h)(2), for which ao acceptable dtemative 
SeU Offer was not provided consistent with Section 5.14(h)(3). 
Such andysis shdl re-cdculate the dearing price for the Base 
Reddud Auction employing in place of each actud Sdl Offer 
meeting the criteria a substitute SeU Offer equd to 90 percent of 
the applicable estnnated cost determined m accordance with 
Section 5.14(hXl) above, or, if there is no q)pUcd>le estimated 
cost, equd to 80 percent of die dien-appUcable Net CONE. Ifthe 
resulting difference in prioe between die new clearing price and the 
initid clearing prioe differs by an amount greater than the greater 
of 20 percent or 25 doUars per megawatt-day for a totd LDA 
ReUdnlify Reqdrement greater than 15,000 megawatts; or the 
greater of 25 percent or 25 dollars per megawatt-day fbr a totd 
LDA ReUaluUfy Recpiirement greater than 5,000 and less than 
15,000 megawatts; or the greder of 30 percent or 25 dollars per 
megawatt-day fbr a totd LDA ReUabiUfy Requirement of less than 
5,000 megawatts; then die Market Monitoriiig Unit sbaU discard 
the resdts of the Base Reddud Auction and detennine a 
replacement dearing price and the identity of the acccpttd 
Capadty Resources using die procedure set forth in section 
5,14(h)(5)bdow. 

(5) Induding dl of the Sdl Offers in a single Base 
Reddud Auction that meet the criteria of 5.l4(hX4) above, PJM 
shaU first cdcdate the rqilacement dearing price and tbe totd 
quantity of Capadty Resources needed for die LDA PJM shdl 
then accept SeU Offers to provide Capaaty Resources in 
accordance with die foUowing priority and criteria for aUocation: 
(i) first, aU SeU Oficn in their entirety dedgnated as sdf-supply; 
(u) then, aU Sdl Offisrs of zero, imiratmg to tfae extent necessary, 
and (iu) then aU remaining Sdl Offers in order of the lowest price, 
subject to die optimization principles aa, fordi in Section 5.14. 

(6) Notwithstanding tfae foregoing, this providon shaU 
terminate when there exists a positive net Hwwamt for new 
icsouices, as defined in Section 5.10(aKiv)(B) of this Attachment, 
cdculated over a period of consecutive DeUvery Years begiiming 
with tbe first DeUveiy Year for which this Attadiment is efifective 
and oottchidtng widi die last DeUvery Year preceding such 
cdculatioQ, in an area comprised of the Unconstrained LDA Group 
in existence during such &st Delivery Year. Notwidistanding the 
foregoing, die Maiket Monitoring Unit shaU reinstate the 
providons of this section, soldy under oonditiona in which a 
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constrained LDA has a gross Cost of New Entry equd to or greater 
dian 150 percent of the gredest prevailing gross Cost of New 
Entry in any adjacent LDA. 

5.15 Capadty Transfer Rights 

(a) To recognize the vdue of Import CapabiUty and provide a paitid of&d to 
potentid Locationd Price Adders that may be detennined for an LDA (aa to any Zone that 
encompasses two or more LDAs, the term **LDA" as used herein shaU refer to such Zone, radicr 
dian to the LDAs it encompasses), the Office of the Interconnection shdl dlocate Cqsadty 
Transfer Rights to each LSE serving load in such LDA pro rata based on such LSE's DaUy 
Unforced Capacity Obligation in such LDA The totd megawatts of Capadty Transfer Ri^ts 
avaUable for dlocation shaU equd the megawatts of Unforced Ciq>adfy imported into such LDA 
as determined in the Base Reddud Auction ^Capadfy bnportCfT)) less any Incrementd 
Ciq>adfy Transfer Ri^ts mto such LDA dlocated pursuant to section 5.16 (but not less than 
zero), and shaU be subject to change in subsequent DeUvery Years as a result of changes in the 
quantity ofsuch Cqiadty Imported into such LDA Each change in an LSE's Daily Unforced 
Capadty Obligation during a Ddivery Year shdl lesdt in a corresponding change in the 
Capadty Transfer Rights dlocated to such LSE. 

(b) For purposes of any Base Reddud Auction in an LDA that resdts in a podtive 
Locationd Price Adder, the holder of the Capadty Transfer Rights shaU recdve a payment 
during the Ddivery Year equd to (i) the Locationd Price Adder detennined as a result of such 
auction fbr such LDA mmus tfae Locationd Prioe Adder for the LDA fiom which Unforced 
Capadty is imported to detennine the Cqiadty Transfer Rlg^t, mdtipUed by (ii) the megawatt 
quantity of the Capadty Transfer Right aUocated to such LSE.(c) For purposes of any Second 
Incrementd Auction in such LDA diat results in a podtive Locatioiud Price Adder, the holder of 
a C^sadty Transfer Right shdl recdve a payment during the Delivery Year equd to (i) the 
difference between the Locationd Price Adder detennined as a resdt of such auction for such 
LDA aad the Locationd Price Adder for the LDA torn which Unforced Capadfy is imported to 
determine the Capadty Transfer Right, mdtipUed by (u) the megawatt quantity of the Capadty 
lYansfer Ri^ t dlocated to such LSE, mult^ed by (iu) die ratio of die increase in the quantity 
of Capacity Imported into such LDA fiom tfae Base Reddud Auction to the Second Incremental 
Auction, divided by die quantity of Unforced Oqiadty imported into such LDA in the Base 
Residud Auction. 

(d) Where aa LDA is entirdy contained widiin another LDA: (i) a portion of the 
Capacity Imported into the larger LDA wiU be aUocated to tfae smaUer LDA based on the 
smaUer LDA*s proportion of die larger zone's unforced capacity obligation; (ii) the CTRs 
avaUable for allocaticm to LSEa in the amaUer LDA wiU indude tfae product of die assigned 
portion of the larger LDA's Cq»dty hnpoited times the difference betweca die Locationd Price 
Adder in tfae snaUer LDA and the Locationd Prioe Adder in tfae area fiom ^duch ci^adty was 
imported into tfae larger IDA; and (iii) the totd amount of Imported Capadty into the smaUer 
LDA remaiiimg fbr detennination of furdier credits wiU be reduced by tfae aUocation of crecUts 
attributable to Capadty Imported into die hffger LDA 
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(c) Capadty Transfer Rights shdl be transferable. A purchaser of Capacity Transfer 
Rights from the original party aUocated such rights shdl receive any payments due under this 
section or section 5.16, provided the sdler and purchaser of such rights timely notify the Office 
of tbe Interconnection of such purchase, in accordance with procedures specified in the PJM 
manuals. 

5.16 Incremental Capacity Transfer Rights 

(a) The Office of the Interconnection shdl allocate Incrementd Capacity Transfer 
Rights to a Generation Interconnection Customer or Transmission Interconnection Customer 
obligated to fund a transmission facility or upgrade through a rate or charge specific to such 
facility or upgrade, to the extent such upgrade or fadlity increases the Import Capability into a 
Locational Deliverability Area, with respect to any such transmission facility or upgrade 
interconnected to the Transmission System pursuant to Part IV of this Tariff, including 
transmission facilities or upgrades interconnected to the Transmission System pursuant to Paxt 
IV prior to the effective date of this Attachment Incrementd Capacity Transfer Rights shall be 
available for a facility or upgrade for a Delivery Year only if the Office of the Interconnection 
certifies the quantity of Import CapabUity provided by such facility or upgrade at least 45 days 
prior to the Base Residual Auction for such Delivery Year. The megawatt quantity of 
Incremental Capacity Transfer Rights allocated to such an Interconnection Cu.stomcr shall equal 
(he megawatt quantity of the increase in Import Capabilily across a locational constraint resulting 
from such upgrade or facility, provided that the total Incremoital Capacity Transfer Rights 
awarded as lo an LDA may not exceed the total Capacity Transfer Rights determined as to .such 

^ LDA. A Capacity Market Seller that offers and clears a Qualifying Transmission Upgrade in the 
Base Residual Auction for a Delivery Year shall not recdve Incremental Capacity Transfer 
Rights with respect lo such upgrade for such Delivery Year. 

(b) For any Base Residual or Incremental Auction that results in a positive Locational 
Price Adder for such LDA, the holder of an Incremental Capacity Transfer Right shall receive a 
payment equal lo such Locational Price Adder multiplied by the megawatt quantity of the 
Incremental Capacity Transfer Right allocated to such Interconnection Customer. 

6. MARKET POWER MITIGATION 
6.1 ApplicabiUfy 

The provisions of the Market Monitoring Plan in Attachment M to this Tariff apply to the 
Reliability Pricing Model Auctions. In addition, PJM shdl apply market power mitigation 
measures, as set forth in this section 6, to any Base Residud Auction or Incrementd Auction for 
any Locationd Deliverability Area having a Locational Price Adder greater than zero as 
determined by the optimization dgorithm pursuant to section 5.12, but only in the event the Sell 
Offers that were accepted by such dgorithm to resolve any locationd constrdnt giving rise to the 
Locationd Price Adder (and that wodd not have been accepted absent such constrdnt), and dl 
Sell Offers that would resolve such constrdnt remdning avdlable but unaccepted by such 
dgoriUim, collectivdy fdl die Maricet Structure Screen set forth in Uiis section 6. PJM shall dso 
apply markei power mitigation measures, as set forth in diis section 6, lo any Base Residual 
Auction or Incremental Auction for the entire PJM Region. This section also specifies an offer 

j ^ requirement applicable to all Capacity Resources, regardless of Locationd Deliverabihty Area. 
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6.2 Process 

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

(b) In accordance with the schedule specified in the PJM Manuals, following PJM's 
conduct of a Base Residual Auction or Incremental Auction pursuant to section 5.12, but prior to 
PJM's^ final determination of clearing prices and charges pursuant to section 5.14, PJM shall: (i) 
apply the Market Structure Test to any LDA having a Locational Price Adder greater than zero 
and to the entire PJM region; (ii) apply Offer Caps, if required under this section 6; and (iii) 
recompute the optimization algorithm to clear the auciion with the Offer Caps in place. 

6 J Market Structure Tests 

(a) Preliminary Market Structure Screen. 

(i) In sufficient time to permit the posting required by section 6.2(a), the 
Market Monitoring Unit shall apply the Preliminary Market Structure Screen to identify 
the LDAs in which Capadty Market Sellers must provide the data specified in section 
6.7(b) for any auction conducted with respect to such Delivery Year and whether 
Capacity Market Sellers must provide this data for the entire PJM Region, For each LDA 
and for the PJM Region, the Preliminary Market Structure Screen will be based on: (1) 
the Unforced Capacity available for such Delivery Year from Generation Capacity 
Resources located in such area; and (2) the Locational Deliverability Area Reliability 
Requirement and the PJM Reliability Requirement. For purposes of this screen, any 
LDA for which a separate Variable Resource Requirement Cur\'e has not been 
established under section 5.10 of this Attachment shall be combined with all other such 
LDAs that form an electrically contiguous area ("Unconstrained LDA Group"), and the 
screen shall be applied to such area in the aggregate, rather than to each such LDA 
individually. Any such Unconstrdned LDA Groups shdl be identified in the posting 
required by section 6.2(a). 

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

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

(ii) An LDA, Unconstrained LDA Group, or the PJM Region shall fdl the 
Market Structure Test, and mitigation shall be applied to dl jointly pivotal suppliers 
(including all Affiliates ofsuch suppliers, and all third-party supply in the relevant LDA 
or Unconstrained LDA Group controlled by such suppliers by conttact), if, as to Uie Sell 

"Offers described in section 6.1, there are not more than three jointly pivotal suppliers. 

(c) Determination of Incremental Supply 

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

6.4 Market Seller Offer Caps 

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

6.5 Mitigation 

The Office of the Interconnection shall apply market power mitigation measures to any 
Base Residual Auction or Incrementd Auction for any LDA, Unconstrdned LDA Group, or the 
PJM Region that, without mitigation, would have a Locationd Price Adder greater than zero, but 
only in the event the cost-based Sell Offers that would be accepted by the optimization algorithm 
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to resolve any locationd constraint giving rise to the lx}cattond Price Adder (and that 
would not have been accepted absent such constraint), and d l cost-based Sell Offers made at a 
price less than or equd to 150 percent of the clearing price determined by the optimization 
algorithm that would help resolve such constraint remaining available but unaccepted by such 
algorithm, collectively fail the Market Structure Test. 

(a) Mitigation for Generation Capacity Resources. 

i) Existing Generation Resource. 

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

ii) Planned Generation Capacity Resources 

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

(B) Sell Offers based on Planned Generation Capaciiy Resources submitted 
for the first year in which such resources quality as Planned Generation Capacity 
Resources shall be deemed competitive and not be subject to mitigation if: (1) 
collectively all such Sell Offers provide Unforced Capacity in an amount equal to or 
greater than two times the incremental quantity of new entry required to meet the LDA 
Reliability Requirement; and (2) at least two unaffiliated suppliers have submitted Sell 
Offers for Planned Generation Capacity Resources in such LDA. Notwithstanding the 
foregoing, any Capacity Market Seller, together with Affiliates, whose Sell Offers based 
on Planned Generation Capacity Resources in that LDA are pivotal, shall be subject to 
mitigation. 
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(C) Where the two conditions stated in Paragraph (B) are not met, or the Sell 
Offer is pivotd, the Market Monitoring Unit shdl (I) compare each such Sell Offer to 
Sell Offers submitted in other LDAs (with due recognition for locational differences) and 
to the Cost of New Entry for the LDA in which die offer otiierwise would clear and other 
LDAs (with due recognition for locational differences); (2) evaluate potentid barriers to 
new entry on the basis of interviews with potentid suppliers and other market 
partidpants; and (3) determine, based on that analysis, whether to reject such Sell Offer 
as non-competitive. Following the conduct of the applicable auction and before the find 
determination of clearing prices, in accordance with Seclion 6.2(b) above, the Market 

- Monitoring Unit shall notify a Capacity Market Seller whose Sell Offer is deemed non
competitive and allows such Capacity Market Seller an opportunity to submit a revised 
Sell Offer. The Office of the Interconnection then shall clear die auction widi such 
revised Sell Offer in place if the Market Monitoring Unit determines that such revi.scd 
offer is competitive in accordance with the above criteria. Ifthe revised Sell Offer is not 
deemed competitive, il will be rejected. 

(b) Mitigation for Demand Resources 

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

6.6 Offer Requirement for Capacity Resources 

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

(b) Notwithstanding the foregoing, lo address the risk of a change in EFORd between 
the auction and the Delivery Year, a Capacity Markei Seller may include an EFORd Offer 
Segment io its Sell Offer(s) pursuant to section 6.7. 

(c) Existing generation resources in the PJM Region capable of qudifying as a 
Generation Capadty Resource may not avoid the rule in subsection (a) by fdling to qualify as a 
Generation Capacity Resource, or by attempting to remove a unit previously qudified as a 
Generation Capacity Resource from classification as a Capacity Resource, excepting only 
generation resources that, as shown by appropriate documentation: (i) arc reasonably expected to 
be physicdly unable to participate in the relevant Delivery Year; (ii) have a financidly and 
physicdly firm commitment to an extemd sde of its capaciiy, or (iii) were inlerconnected to the 
Transmission System as Energy Resources and nol subsequently converted to a Capacity 
Resource. 

(d) Any existing generation resource located iu the PJM Region lhal is not offered 
into the Base Residud Auction for a Delivery Year, and that does not meet any of the 
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exceptions stated in the prior subsection: (i) may not participate in any subsequent auctions 
conducted for such Delivery Year; (ii) shdl not receive any payments under section 5.14 for such 
Delivery Year; and (iii) shall not be permitted to satisfy any LSE's Unforced Capacity 
Obligation, or any entity's obligation to obtain the commitment of Capacity Resources, for such 
Delivery Year. 

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

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

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

6.7 Data Submission 

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

Preliminary Markei Siracture Screen (or. if such region fails the screen, potentid auction 
partidpants in die entire PJM Region) shall, in addition, submit the following data, (dl submitted 
data is subject to verification by the MMU) together with supporting documentation for each 
item, to the Market Monitoring Unit no later than two months prior to the conduct of such 
auction: 

i. Ifthe Capaciiy Market Seller intends to submit a non-zero price in its Sell 
Offer in any such auction, die Capacity Market Seller shdl submit a cdculation of Uic 
Avoidaljte Cost Rate, EFORd Offer Segment, and Projected PJM Market Revenues, 
as defined in sub.section (d) below, together with detailed supporting documentation. 

ii. If the Capacity Market Seller intends to submit a Sell Offer based on 
opportunity cost, the Capacity Market Sdler shdl dso submit a cdculation of 
Opportunity Cost, as defined in subsection (d), with detailed supporting 
documentation. 

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

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

ii. for which the potential participant commits lhat any Sell Offer it submits as to 
^ ^ such resource shdl not include any price above the level identified for the relevant 

resource class by the Market Monitoring Unit. 

The Market Monitoring Unit shall determine, in its diiicretion, following stakeholder 
consultation, the resource classes and corresponding prices described in this subsection and shall 
identify such resource classes and prices in the posting required by section 6.2(a). Nothing 
herdn precludes the Market Monitoring Unit from requesting additional infonnation Irom any 
potential auction participant as deemed necessary by the Market Monitoring Unit, including, 
without limitation, additional cost data on resources in a class that is not otherwise expected to 
include the marginal price setting resource; and compliance with such request shdl be a 
condition of participation in any auction. Any Sell Offer submitted in any auction that is 
inconsistent with any commitment made pursuant lo this subsection shall be rejected, and the 
Capacity Market Seller shdl be required promptly to resubmit a Sell Offer that complies with 
such commitments. Ifthe Capaciiy Markci Seller docs nol timely resubmit its Sell Offer, it shdl 
be deemed to have submitted a Sell Offer that complies with the commitments made under this 
subsection, with a default price equd to the maximum price for the class of resource identified in 
the Sell Offer, as previously specified by the Markd Monitoring Unit in the posting required by 
section 6.2(a). Notwithstanding the foregoing, ifthe Capadty Market Seller demonstrates to the 
satisfaction of the Market Monitoring Unit that a significant change in circumstances warrants 
submission of a Sdl Offer that is inconsistent with a pn'or commitment under this subsection, 
tiien die Markei Monitoring Unit shdl dlow such Sell Offer provided that the Capacity Market 
Sdler promptly notifies the Market Monitoring Unit upon becoming aware of the change in 
circumstances and provides all information deemed necessary by the Market Monitoring Unit to 
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support such Sell Offer and that the offer is otherwise consistent with the requirements of this 
section 6. The obligation imposed under section 6.6(a) shall not be satisfied unless and until the 
Capacity Market Seller submits (or is deemed to have submitted) a Sell Offer lhat conforms to its 
commitments made pursuant to this subsection. 

(d) In order for costs to qualify for inclusion in the Market Seller Offer Cap, the 
Capacity Markci Seller must provide lo PJM relevant cost data concerning each data item 
specified. Based on the data and cdculations submitted by the Capacity Maricet Sellers for each 
existing generation resource and the formulas specified below, the MMU shall calculate the 
Market Seller Offer Cap for each such resource, and notify the Capacity Market Seller one 
month prior to the auction whether such submiltd will be accepted, and if not, provide lo such 
seller detailed information as to why such submittal was not accepted. If a Capacity Market 
Seller fdls lo submit costs consistenl with the above, il shall be required to submit any Sell Offer 
in such auction as Self-Supply. (All submitted data is subjecl to verification by the MMU.) 

i. Avoidable Cost Rate: The Avoidable Cost Rate for an existing generation 
resource shall be determined using the formula below and applied to the unii's Base 
Offer Segment. 

ii. Opportunity Cosl: Opportunity Cost shall be the documented price 
available to an existing generation resource in a market external to PJM. In the event 
lhat the total MW of existing generation resources submitting opportunity cost offers 
in any auction for a Delivery Year exceeds the firm export capability of the PJM 

^ ^ system for .such Delivery Year, or the capability of external mariccts lo import 
capacity in such year, PJM will accept such offers on a competitive basis. PJM will 
construct a supply curve of opportunity cost offers, ordered by opportunity cost, and 
accept such offers to export starting with the highest opportunity cosl, until the 
maximum level ofsuch exports is reached. The maximum level ofsuch exports is the 
lesser of PJM's ability to permit finn exports or the ability of the importing arca(s) to 
accept fimi imports or imports i>f capaciiy, taking account of relevant export 
limitations by location. If, as a result, an opportunity cosl offer is not accepted from 
an existing generation resource, the Markei Seller Offer Cap applicable lo Sell Offers 
relying on such generation resource shall be the Avoidable Cost Rale. 
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iii. EFORd Offer Segment: To address the risk of a change in EFORd for an 
existing generation resource between the auction and the Delivery Year, a Capacity 
Markei Seller may submit a Sell Offer that includes a quantity of megawatts priced at 
up to the Net Cost of New Entry. Such quantity of megawatts shall be no greater than 
such resource's demonstrated summer nel capability of installed capacity, as 
determined in accordance with the PJM Manuals, multiplied by, at the Capacity 
Market Seller's election, either: (A) the positive difference between such resource's 
five-year average EFORd for the five consecutive years ending three months prior to 
the submission ofsuch Sell Offer and such resource's twclvc-mondi average EFORd 
for the twelve montiis ending three months prior lo the submission ofsuch Sell Offer, 
or (B) the positive difference between the EFORd reasonably anticipated, based on 
known and measurable changes and supported by appropriate documentation, for the 
twelve monihs ending on the September 30 last preceding the commencement of the 
Delivery Year, and the twdvc-month average EFORd for the twelve monihs ending 
three months prior to the submission ofsuch Sell Offer. 

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

6.8 Avoidable Cost Definition 

(a) Avoidable Cost Rate: The Avoidable Cost Rate for a Generation Capaciiy 
Resource that is the subject of a Sell Offer .shall be detemiined using the following fomiula, 
expressed in dollars per MW-year: 

Avoidable Cosl Rate = [1.10*(AOML + AAE + AME + AVE + ATFI + 
ACC + ACLE) + APIR] 

Where: 

• AOML (Avoidable Operations and Maintenance Labor) consists of the 
avoidable labor expenses related directly to operations and maintenance of the 
generating unit for the twelve months preceding the month in which the data 
must be provided. The categories of expenses included in AOML are those 
incurred for: (a) on-site based labor engaged in operations and maintenance 
activities; (b) off-site based labor engaged in on-site operations and 
mdntenance activities directly related to the generating unit; and (c) off-site 
based labor engaged in off-site operations and maintenance activities directly 
related to generating unit equipment removed from the generating unit site. 
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AAE (Avoidable Administrative Expenses) consists of the avoidable 
administrative expenses related directly to employees at the generating unit 
for twelve months preceding the month in which the data must be provided. 
The categories of expenses included in AAE arc those incurred for: (a) 
employee expenses (except employee expenses included in AOML); (b) 
environmental fees; (c) safety and operator trdning; (d) office supplies; (e) 
communications; und (f) annual plant test, inspection and analysis. 

AME (Avoidable Maintenance Expenses) consists of avoidable 
maintenance expenses (other than expenses included in AOML) related 
directiy to the generating unit for the twelve months preceding the month in 
which the data must be provided. The categories of expenses included in 
AME arc those incurred for: (a) chemical and matcrids consumed during 
mdntenance of the generating unit; and (b) rented maintenance equipment 
used to mdntdn the generating unil. 

AVE (Avoidable Variable Expenses) consists of avoidable variable expenses 
related directly to the generating unit incurred in the twelve months preceding 
the monlh in which the data must be provided. The categories of expenses 
included in AVE arc those incurred for (a) water treatment chemicals and 
lubricants; (b) water, gas, and electric service (not for power generation); and 
(c) waste water treatment. 

ATFI (Avoidable Taxes, Fees and Insurance) consists of avoidable 
expenses related directly to the generating unit incurred in the twelve months 
preceding the month in which the data must be provided. The categories of 
expenses included in AFIl are those incurred for: (a) insurance, (b) permits 
and licensing fees, (c) site security and utilities for maintaining security at the 
site; and (d) property taxes. 

ACC (Avoidable Carrying Charges) consists of avoidable short-term 
carrying charges related directly to the generating unit in the twelve months 
preceding the month in which the data must be provided. Avoidable short-
term carrying charges shdl include short term carrying charges for 
maintdning reasonable levels of inventories of tuel and spare parts that result 
from short-term operationd unit dedsions as measured by industry best 
practice standards. For the purpose of dctcmiining ACC, short term is die 
time period in which a reasonable replacement of inventory for normal, 
expected operations can occur. 
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« ACLE (Avoidable Corporate Level Expenses) consists of avoidable 
corporate level expenses directiy related to the generating unit incurred in the 
twelve months preceding the month in which the data must be provided. 
Avoidable corporate level expenses shdl include only such expenses that are 
directly linked to providing tangible services required for the operation of the 
generating unit proposed for Deactivation. The categories of avoidable 
expenses included in ACLE arc those incurred for: (a) legal services, (b) 
environmental reporting; and (c) procurement expenses. 

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

Where: 

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

• CRF is the annual capital recovery factor from the following table, 
applied in accordance with the terms specified below. 
^>*r • . - v> ^-' 

mBM 
I t o 5 

6 to 10 
11lo15 
16 Plus 

Mandatory Capital Expenditures ("CapEx") 
40 Plus Alternative 

20 
15 
10 
5 
4 
1 

0.125 
0.146 
0.198 
0.363 
0.450 
1.100 

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

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

Capital Expenditures and Prelect Investment 

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

For any resource using the CRF and associaled recovery schedule from the CRF table 
that si;t the Capacity Resource Clearing Price in any Delivery Year, such Capacity Markd Seller 
must also provide to the PJM Market Monitoring Unit, for informational purposes only, evidence 
of the actual expenditure of the Project Investment, when such information becomes avdlable. 

Ifthe project associated with a Project Investment that was included in a Sell Offer using 
a CRF and associated recovery schedule from the above table has not entered into commercial 
operation prior to the end of the relevant Delivery Year, and the resource's Sdl Offer sets the 
clearing price for the relevant LDA, the Capacity Market Seller shdl be required to elect to 
cither (i) pay a charge that is equal to the difference between the Capaciiy Resource Clearing 
Price for such LDA for the relevant Delivery Year and what the clearing price would have been 
absent the APIR component of the Avoidable Cost Rate, this difference to be multiplied by the 
cleared MW volume from such Resource ("rebate payment"); (ii) hold such rebate payment in 
escrow, to be released lo the Capacity Market Seller in the event that the project enters into 
commercial operation during tbe subsequent Delivery Year or rebated to LSEs in the relevant 

^ ^ LDA ifthe project has not entered into commercial operation during the subsequent Delivery 
Year; or (iii) make a reasonable investment in the amount of the PI in other exisiing Generation 
Capaciiy Resources owned or controlled by the Capacity Market Seller or its Affiliates in the 
relevant LDA. The revenue from such rebate payments .shall be allocated pro rata to LSEs in the 
relevant LDA(s) that were charged a Localional Reliability Charge for such Delivery Year, based 
on their Daily Unforced Capacity Obligation in the relevant LDA(s). Ifthe Sell Offer from the 
Generation Capacity Resource did nol set the Capaciiy Resource Clearing Price in the relevant 
LDA, no dtemative investment or rebate payment is required. If the difference between the 
Capacity Resource Clearing Price for such LDA for die relevant Delivery Year and whal the 
clearing price would have been abscnl the APIR amount docs nol exceed the greater of $10 per 
MW-day or a 10% increase in the clearing price, no aliemativc investment or rebate payment is 
required. 
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Mandatory CapEx Option 

The Mandatory CapEx CRF and recovery schedule is an option available, beginning in 
the third BRA (Delivery Year 2009-10), to a resource that must make a Project Investment to 
comply with a govcmmcntd requirement that would otherwise matcridly impact operating 
levels during the Delivery Year, where: (i) such resource is a cod, oil or gas-fired resource that 
began commerdal operation no fewer than fifteen years prior to the start of the first Delivery 
Year for which such recovery is sought, and such Project Investment is equal to or exceeds 
$200/kW of capitalized project cost; or (ii) such resource is a coal-tired resource located in an 
LDA-for which a separate VRR Curve has been established for the relevant Delivery Years, 
began commercid operation al least 50 years prior to the effective date of tiiat certdn September 
29, 2006 Settlement Agreement in FERC Docket Nos. ER05-I4I0 and EL05-148, and die 
Capacity Market Seller submitting the sell offer for such resource was a signatory or an Affiliate 
of a signatory to such Settlement Agreement. 

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

40 Year Plus Alternative Option 

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

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

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

(c) For the purpose of determining an Avoidable Cost Rate, avoidable expenses shall 
exclude variable costs recoverable under cost-based offers to sell energy from operating capacity 
on the PJM Interchange Energy Market under the Operating Agreement. 

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

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

(ii) For the fourth BRA (delivery year 2010-11) and thereafter, the 
cdculation of Projected PJM Market Revenues shall be equal to , 

^ ^ the rolling simple average of such net revenues as described above 
from the three most recent whole cdendar years prior to the year in 
which the BRA is conducted. 
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If a Generation Capacity Resource did not receive FJM market revenues during the entire 
relevant time period because the Generation Capacity Resource was not integrated into PJM 
during the fijll period, then the Projected PJM Markd Revenues shdl be calculated using only 
those whole calendar years within the frill period in which such Resource received PJM market 
revenues. 

If a Generation Capacity Resource did not recdve PJM market revenues during the entire 
relevant time period because it was not in commercid operation during the entire period, then the 
Projected PJM Market Revenues shall be cdculated based upon net revenues rccdved over the 
entircpcriod by comparable units, to be developed by the MMU and the Capacity Market Sdler. 

7. GENERATION RESOURCE RATING TEST FAILURE CHARGE 
7,1 Generation Resource Rating Test Failure Charges 

A Generation Resource Rating Test Failure Charge shdl be assessed on any Markei 
Seller that commits a Generation Capacity Resource for a Delivery Year if such resource fails a 
generation resource capacity lest, as provided herein. 

a) Generation Resource Fails Capacity Test in Delivery Year 

Each Generation Capacity Resource committed for a Delivery Year shdl be obligated to 
complete a generation resource capaciiy test, as described in the PJM Manuds, for both the 
Summer and Winter Sca.sons. The Maricet Seller that committed the resource may perform an 
unlimited number of tests during each such period. If none of the tests during a testing period 

^ ^ certify ftill delivery of the megawatt amount of instdled capaciiy the Market Seller commilicd 
for such Delivery Year, the Market Seller shall be assessed a daily Generation Resource Rating 
Test Failure Charge for each day from the first day of the Summer or Winter Season in which 
such resource failed the rating test through Ihc last day of such Delivery Year, provided, 
however, that a Capacity Markci Seller that fails or is expected to fail a rating test may obtain 
and commit Unforced Capacity firom a replacement Generation Capacity Resource meeting the 
same locational requiremcnLs. Such Unforced Capacity may include uncommitted or uncleared 
Sell Offer blocks firom Generation Capacity Resources lhat were otherwise committed. In such 
case, the charge prescribed below shdl be assessed fix)m the first day of the season for which the 
test was failed through the last day before die effective dale of the commitment of such 
replacement Generation Capacity Resource in an amount equd to the full shortage of Unforced 
Capacity determined in subsection (b) bdow. Any such commitment of replacement capacity 
shall be effective upon no less than one day's notice to the Office of die Interconnection, 
Thereafter, any charges assessed on the Capacity Market Seller that fails such a rating test shall 
be assessed for the quantity of Unforced Capaciiy less any amount from such replacement 
Generation Capacity Resource. 
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^ b) Generation Resource Rating Test Fdlure Charge 

The Generation Resource Rating Test Failure Charge shall equal the Daily Deficiency 
Rate multiplied by the following megawatt quantity, converted to an Unforced Capacity basis 
using the EFORp associated witii such Market Seller's cleared Sell Offer (i) the instdled 
capacity in such Sell Offer for such resource, minus (ii) the highest installed capaciiy rating 
determined for such resource in any test during the relevant testing period. The Daily Deficiency 
Rate shall equal the greater of: (iii) two times die Capacity Resource Clearing Price, in S/MW-
day, applicable to the Generation Capadty Resource; or (iv) the Net Cost of New Entry. If a 
single resource is the basts for cleared Sell Offers of multiple Capaciiy Market Sellers, the 
installed capacity shortfall determined under (t) and (ii) above shdl be assessed upon such 
Capacity Market Sellers on a pro-rata basis in accordance with the megawatts of capacity from 
such resource in their cleared Sell Offers. 

c) Allocation of Revenue Collected from Generation Resource Rating Test Failure 
Charges. 

The revenue collected from Generation Resource Rating Test Failure Charges shall be 
distributed on a pro-rata basis to LSEs that were charged a Locationd Reliability Charge for the 
Delivery Year for which the Generation Resource Rating Test Failure Charge was assessed. The 
charges shall be allocated on a pro-rata basis to LSEs based on their Daily Unforced Capacity 
Obligation. 

8. CAPACITY RESOURCE DEFICIENCY CHARGE 

^ ^ 8.1 A Capaciiy Resource Deficiency Charge shall be a.ssessod on any Capacity 
Market Seller that commits a Capacity Resource for a Delivery Year that is unable or unavailable 
to deliver Unforced Capaciiy for all or any part ofsuch Delivery Year for any of the following 
reasons, and that docs not obtain replacement Unforced Capacity in the megawati quantity 
required to satisfy its cleared Sell Offer: 

a) Unit Derating - Such Capaciiy Resource is a Generation Capacity Resource and 
its capacity vdue is derated prior to or during the Delivery Year; 

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

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

d) Planned Demand Resource - Such Capacity Resource is a Planned Demand 
Resource and the associated demand rc^Tonse program is not installed prior lo the start of the 
Delivery Year, or 

e) Existing Demand Resource - Such Capacity Resource is an existing Demand 
Resource and, subject to section 8A^ is not capable of providing the megawatt quantity of load 
response spedfied in the cleared Sell Offer. 
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8.2. Capacity Resource Deficiency Charge 

The Capacity Resource Deficiency Charge shall equal the Daily Deficiency Rale (as 
defined in section 7) multiplied by the megawatt quantity of deficiency below the level of 
capacity committed in such Capacity Market Seller's Sell Offer, for each day such Capacity 
Market Seller is deficient. 

83 . Allocation of Revenue Collected from Capacity Resource Deficiency Charges 

The revenue collected from ihe assessment of a Capaciiy Resource Defidency Charge 
shall be distributed on a pro-rata basis to dl LSEs that were charged a Locational Reliabilily 
Charge for the day for which such Capadty Resource Deficiency Charge was assessed. Such 
revenues shall be distributed on a pro-rata basis to such LSEs based on thdr Daily Unforced 
Capacity Obligations. 

8.4 Relief from Charges 

A Capacity Markei Seller lhat is otherwise subject to the Capacity Resource Deficiency 
Charge solely as a result of section 8.1(e) may receive relief from such Charge if it demonstrates 
that the inability to provide the level of demand response specified in its Sell Offer is due to the 
permanent departure (due to plant closure, efficiency gains, or similar rea-sons) from the 
Transmission System of load that was relied upon for load response in such Sell Offer; provided, 
however, lhat the Capacity Market Seller must provide the Office of the Interconnection with all 
information deemed necessary by the Office of the Intercoimection to assess the merits of the 
request for relief 

9. PEAK SEASON MAINTENANCE COMPLIANCE PENALTY 
CHARGE, 

a) Puipose 

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

b) Peak Season Requirement 

To the extent the Generation Capacity Resource will not be avdlable due lo a planned or 
mdntenance outage that occurs during the Peak Season without the approvd of the Office of the 
Interconnection, the Capacity Market Seller must obtain replacement Unforced Capaciiy from a 
Capadty Resource that is not already committed for such Delivery Year and that meets dl 
characteristics specified in the Sell Offer, including the megawatt quantity of Unforced Capacity 
committed for such Ddivery Year, or otherwise pay a Peak Season Mdntenance Compliance 
Penalty Charge. The Capadty Maiket SeUer shdl commit such replacement Capacity Resource 
in accordance with the procedure set forth in the PJM Manuds. 
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c) Peak Season Plaimed and Maintenance Outages 

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

d) Peak Season Maintenance Compliance Penalty Charge 

The Peak Season Maintenance Compliance Penally Charge shall equd the Ddly 
Deficiency Rale (as defined in section 7) multiplied by the megawatt quantity of capacity 
committed from such Generation Capacity Resource in the cleared Sell Offer, for each day 
during the Peak Season that such resource is oul-of-service on a maintenance outage that is not 
authorized by the Office of the Interconnection. 

c) Allocation of Revenue Collected from Peak Sca.son Maintenance Compliance 
Penalty Charges 

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

10. PEAK-HOUR-PERIOD AVAILABILITY CHARGES AND CREDITS 

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

(b) Critical peak periods for purposes of this assessment ("Peak-Hour Periods") shdl 
be the hour ending 1500 EPT dirough the hour ending 1900 EPT on any day during the calendar 
months of June through August that is not a Saturday, Sunday, or federd holiday, and the hour 
ending 800 EPT through the hour ending 900 EPT and die hour ending 1900 EPT dû ough die 
hour ending 2000 EPT on any day during the calendar months of January and February that is 
nol a Saturday, Sunday or federal holiday. 
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c) Peak-Period Equivalent Forced Outage Rate and Peak-Period Capacity 
Calculations 

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

EFORp (%)= (FOH + EFPOH) / (SH + FOH) 

where 

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

EFPOH = equivdent forced partid outage hours when die unil was 
called uptm, excluding those outages deemed as OMC (as defined 
below); and 

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

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

PCAP - ICAP • (1.0 - EFORp) 

where 

ICAP = the installed capacity rating of such Generation Capacity 
Resource 

d) Determination of Expected EFORp and PCAP for Generation Capaciiy Resources 

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

(c) For each Delivery Year, the actud EFORp and PCAP of each Generation 
Capacity Resource shdl be cdculated during the Peak-Hour Periods of such Delivery Year, 
provided however, diat such cdculation shdl not include any day such a resource was 
unavdiable if such unavdlability resulted in a charge or pendty due lo delay, cancellation, 
retirement, de-rating, or rating test fdlure. The full or partial forced outage hours when cdled 
upon shdl be those outage hours during which the cost-basod offer for energy from the resource 
would have been less than the appUcable Locationd Marginal Price for such resource, or when 
the Office of the Interconnection would have cdled upon the resource (absent the outage) for 
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operating reserves, in both cases as determined by the Office of the Intercoimection in 
accordance with the procedures specified in the PJM Manuds (including, without limitation, 
respecting such unit's current operating constraints). In addition, for singlc-fiided, natural gas-
fircd units, a failure lo perform during the winter Peak-Hour Period shdl be excused for purposes 
of this section if die Capacity Market Seller can demonstrate to the Office of the Interconnection 
that such failure was due to non-availability of gas to supply the unil. 

(f) Ifthe calculation under subsection (c) for any Generation Capacity Resource for a 
Ddivery Year results in fewer than fifty total Service Hours during Peak Hours, tiien the aclual 
EFORP for purposes ofsuch calculation shdl be the resource's EFORo and the actual PCAP for 
purposes ofsuch calculation shdl be the resource's UCAP, in bolh cases considering all hours in 
the Delivery Year (lo the extent required by the E F O R D and UCAP calculations). 

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

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

(i) The shortfall determined for any Generation Capacity Resource shall not exceed 
an amount equd to O.SO times the Unforced Capacity of such resource; provided, however, that 
if such limitation is tn'ggered as to any Generation Capadty Resource for a Delivery Year, dicn 
the decimd multiplier for this calculation as to such resource in the immediately succeeding 
DeUvery Year shdl be increased to 0.75, and if such limitation agdn is triggered in such 
succeeding Delivery Year, then the multiplier shdl be increased to 1.00, The multiplier shdl 
remain at either .such elevated level for each succeeding Delivery Year until the shortfall 
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experienced by such resource is less than 0.50 limes the Unforced Capadty of such 
resource for three consecutive Delivery Years. 

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

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

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

^ IL DEMAND RESOURCE AND ILR COMPLIANCE PENALTY 
CHARGE 

(a) The Office of the Inlerconnection shall separately evaluate compliance of each 
Demand Resource offered and cleared in a ReliabiUty Pricing Model Auction and each nominated 
ILR resource certified for a Delivery Year, in accordance with procedures set forth in the PJM 
Manuals. The compliance is evaluated separately in each LDA (or Zone, where such Zone 
encompasses two or more LDAs). Capacity Markci Sellers that commilted Demand Resources and 
ILR Providers that nominated ILR for a Delivery Year lhat cannot demonstrate the hourly 
performance of such resource in real-time based on the capacity commitment reflected in the 
appUcable Sdl Offer or ILR certification shdl be assessed a Demand Resource and ILR Compliance 
Pendty charge; provided, however, lhat such under compliance shdl be determined on an aggregate 
basis for dl Demand Resources and ILR offered by the same Capacity Marker Seller or by die same 
ILR Provider in a single Zone. 

b) The Demand Resource and ILR Compliance Penalty Charge shall equal 0.20 limes 
the Annud Revenue Rate multiplied by the following megawatt quantity, converted to an Unforced 
Capacity basis using the appUcable DR Factor and Forecast Pool Requirement: (i) the megawatts of 
load reduction capability committed in the applicable SeU Offer or ILR certification minus (ii) Che 
under-compliance megawatts of load reduction actudly provided during a reduction event called by 
the Office of the Interconnection. The Annud Revenue Rale for a Demand Resource shall be the 
Resource Clearmg Price that the resource received in the auction in which it cleared. The Annual 
Revenue Rate for an ILR resource shall be the 
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Adjusted Zonal Capacity Price for the Zone in which such ILR was certified, but no lo exceed the 
Localional Reliabilily Charges assessed on loads in such LDA, net of any Capacity Trimsfer Right 
credits dlocated to such loads. The total charge per megawatt that may be assessed on a Demand 
Resource or ILR resource in a Delivery Year shdl be capped at die Annual Revenue Rate the 
resource would receive in the Delivery Year. 

c) Revenues from assessment of a Demand Resource and ILR CompUance Pendty 
Charge shdt be distributed by the third billing month following the event lhat gave rise to such 
charge on a pro-rata basis to Demand Resource Providers and ILR Provider lhat provided load 
reductions in excess of the amount such resources were committed or certified to provide. Such 
revenue distribution, however, shall nol exceed for any resource the quantity of excess megawatts 
provided by such resource during a single event times 0.20 times the Annual Revenue Rate received 
by such resource. To the extent any such revenues remdn after such distribution, the remaining 
revenues shall be distributed to LSEs based on each LSE*s average Daily Unforced Capacity 
ObUgation for the month in which the non-compliance event occurred. 

12, QUALIFYING TRANSMISSION UPGRADE COMPLIANCE 
PENALTY CHARGE 

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

13. EMERGENCY PROCEDURE CHARGE 
13.1 Application of the Emergency Procedure Charge 

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

The Emergency Procedure Charge shall equd 365 multipUed by the Daily Deficiency 
Rate for such DeUvery Year times each megawatt of a Demand Rraource or ILR that was not 
implemented as directed, and each megawatt of a Generation Capacity Resource lhat was not made 
available as directed despite being capable of producing energy at the lime, and that is deliverable to 
the PJM Region in the case of a Generation Capacity Resource located outside the PJM Region. 

13.3 AUocation of Revenue from Emergency Procedure Charges 

The revenue collected fiom assessment of an Emergency Procedure Charge shall be 
distributed on a pro-rata basis to all LSEs that were charged a Locationd Reliabilily Charge for the 
day for which the Emergency Procedure Charge was assessed. The charges shall be dlocated on a 
pro-rata basis to all such LSEs based on thdr Daily Unforced Capacity ObUgation. 

14, CONVERSION OF CAPACFTY CREDITS FROM PRIOR CAPACITY 
ADEQUACY REGIME 

14.1 Purpose 

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

14.2 Settiement M For die 2007/2008 Delivery Year, ody Capacity Credits confirmed by die Office of 
tbe Interconnection to have been entered into prior to April 1, 2006 will be setdcd based on the 
marginal value of .system capacity ($/MW-day) as determined under section 5.14(a) in the Base 
Residual Auction for such DeUvery Year, plus any Location?! Price Adder determined in such 
auction for the l^ocalional Deliverability Area that corresponds lo the Mid-Atlantic Region plus the 
Allegheny Power System Zone. The party lhat purchased such Capacity Credit shdl receive this 
value multiplied by the mcgawatl quantity of the Capacity Credit, for the duration of such 
transaction. The party that sold such Capacity Credit shdl be assessed this value, mukipUed by the 
megawatt quantity of the Capaciiy Credit, for the duration ofsuch transaction. For the 2008/2009 
DeUvery Year, and thereafter, Capacity Credits will be selded based on the marginal vdue of system 
capaciiy ($/MW-day) as detemiined under section 5.14(a) in the Base Residual Auction for such 
Delivery Year. The party that purchased such Capacity Credit shdl receive this value mdtipUed by 
the megawatt quantity of the Capacity Credit, for the duration of the transaction. The party lhat sold 
such Capacity Credit will be assessed this value multipUed by the megawatt quantity of the Capacity 
Credit, for the duration of the transaction. 
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15. COORDINATION WITH ECONOMIC PLANNING PROCESS 
Following each Base Residual Auction, the Office of the Interconnection shail review 

each LDA that has a Locationd Price Adder to determine if Planned Generation Capacity Resources, 
Planned Demand Resources, or Qualifying Transmission Upgrades submitted SeU Offers lhal cleared 
in such auction. If a Locationd Price Adder results from the clearing of an LDA for two consecutive 
Base Residual Auctions, and no such planned resources or upgrades clear in such auctions for such 
LDA, then the Office of die Interconnection shall evaluate in the RTEP process die costs and benefits 
of a transmission upgrade lhal would reduce to zero the Locational Price Adder for such LDA. Such 
evduation will compare the cost of Ihe upgrade over len years agdnsl the value of elimination of the 
Locational Price Adder over such period. If such upgrade is found lo be feasible and bcncficid, it 
shall be included in the RTEP as soon as practicable. The armud costs ofsuch upgrade shall be 
allocated to all LSEs serving load in such LDA, pro rata based on such loads. 

16 RELIABILITY BACKSTOP 
16.1. Purpose 

The Reliability Backstop provides a mechanism to resolve reliabilily criteria 
violations caused by: (a) lack of sufficient capacity committed through the Reliability Pricing Model 
Auctions; or (b) near-term transmission deliverability violations identified after the Base Residud 
Auction is conducted. These backstop mechanisms are intended to guarantee that sufficient 
generalicHi, transmission and demand response solutions will be available to preserve system 
reliability. The backstop mechanisms arc based on ^>ccific triggers that signd a need for a targeted 
solution to a reliability problem that was nol resolved by the long-term commitment of Capacity 
Resources through Self-Supply or the ReUability Pricing Model Auctions. 

16.2 Investigation of Capacity Shortfall 

Ifthe total Unforced Capacity of Capaciiy Resources committed for a [)clivery Year 
following the Base Residud Auction equates to an installed reserve margin that is more than one 
percentage point lower than the approved PJM Region Installed Reserve Margin, the Office of the 
Interconnection shall investigate die cause for the shortage, and recommend corrective action, 
including, without limitation, adjusting die Cost of New Entry to the extent determined necessary by 
such investigation, or addressing other barriers to entry identified by such investigation. No 
Reliabilily Backstop Auction will be conducted to address such a shortfall unless it occurs in the 
Base Residual Auclions for three consecutive DeUvery Years. 

16 J Triggering Conditions 

a) Either of the following Iwo conditions will trigger reliability backstop 
measures provided in this section, as described below: 

i) Ifthe totd Unforced Capadty of dl Capadty Resources committed 
through Self-Supply or the Base Residud Auctions for three consecutive DeUvery Years, 
equates lo an instdled reserve margin lhat is more than one percentage point lower than the 
approved PJM Region Instdled Reserve Margin, the OfBce of the Interconnection will 
declare a capacity shortage and make a filing with FERC for approvd to conduct a 
Reliability Backstop Auction. Upon rccdpt of such approvd, the Office of the 
Inlerconnection will conduct a Reliability Backstop Auction in accordance with Section 
16.4. 
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