10A. CHARGES FOR NON-PERFORMANCE AND CREDITS FOR PERFORMANCE

(a) For the 2018/2019 Delivery Year and any subsequent Delivery Year (and for
certain purposes for the 2016/2017 and 2017/2018 Delivery Years as provided in subsections (h)
and (i) hereof), each Capacity Market Seller that commits a Capacity Resource for a Delivery
Year (whether through an RPM Auction, a bilateral transaction, or as Locational UCAP), each
Locational UCAP Seller that sells Locational UCAP from a Capacity Resource for a Delivery
Year, and for the 2022/2023 Delivery Year and subsequent Delivery Years each PRD Provider
that commits Price Responsive Demand for a Delivery Year, shall be charged to the extent the
performance of each of its committed Capacity Resources or Price Responsive Demand during
all or any part of a clock-hour when an Emergency Action is in effect falls short of the expected
performance of such resources (as determined herein) and the revenue from such charges shall be
provided to Market Participants with generation,demand response resources, or Price Responsive
Demand that perform during such hour in excess of the level expected based on commitments (if
any) of such resources.

(b)  Performance shall be measured for purposes of this assessment during each
Performance Assessment Interval.

(©) For each Performance Assessment /nterval, the Office of the Interconnection shall
determine whether, and the extent to which, the actual performance of each Capacity Resource
and Locational UCAP has fallen short of the performance expected of such committed Capacity
Resource, and the magnitude of any such shortfall, based on the following formula:

Performance Shortfall = Expected Performance - Actual Performance

Where the result of such formula is a positive number and where:
Expected Performance =

for Generation Capacity Resources (including external Generation Capacity Resources
for any Performance Assessment Interval for which performance by such external
resource would have helped resolve a declared Emergency Action; provided, however,
that for any Delivery Year up to and including the 2019/2020 Delivery Year, performance
of external Generation Capacity Resources shall be assessed only during Performance
Assessment Hours for Emergency Actions declared for the entire PJM Region) and
Capacity Storage Resources: [(Resource Committed Capacity * the Balancing Ratio)];

where

Resource Committed Capacity = the total megawatts of Unforced Capacity of the
Capacity Resource committed by such Capacity Market Seller or Locational
UCAP Seller; and

The Balancing Ratio = (All Actual Generation Performance, Storage Resource
Performance, Net Energy Imports, Price Responsive Demand Bonus Performance
effective with the 2022/2023 Delivery Year, and Demand Response Bonus



Performance) / (All Committed Generation and Storage Capacity); provided,
however, that Net Energy Imports shall be included in the calculation of the
Balancing Ratio only for any Performance Assessment Interval for which
performance by any external Generation Capacity Resource would have helped
resolve the Emergency Action that was the subject to the Performance Assessment
Hour, and provided further that for any Delivery Year up to and including the
2019/2020 Delivery Year, Net Energy Imports shall be included in the calculation
of the Balancing Ratio only for any Performance Assessment Hour for which the
Emergency Action was declared for the entire PJM Region; and provided further
that the Balancing Ratio shall not exceed a value of 1.0.

for purposes of which

All Committed Generation and Storage Capacity = the total megawatts of
Unforced Capacity of all Generation Capacity Resources (including external
Generation Capacity Resources for any Performance Assessment Interval for
which performance by such external resource would have helped resolve the
declared Emergency Action that was the subject to the Performance Assessment
Hour; provided, however, that for any Delivery Year up to and including the
2019/2020 Delivery Year, performance of external Generation Capacity
Resources shall be assessed only during Performance Assessment Hours for
Emergency Actions declared for the entire PJM Region) and all Capacity Storage
Resources committed by all Capacity Market Sellers, FRR Entities, Locational
UCAP Sellers;

All Actual Generation Performance and Storage Resource Performance = the total
amount of Actual Performance for all generation resources (including external
Generation Capacity Resources for any Performance Assessment Hour for which
performance by such external resource would have helped resolve the declared
Emergency Action that was the subject to the Performance Assessment Hour,
provided, however, that for any Delivery Year up to and including the 2019/2020
Delivery Year, performance of external Generation Capacity Resources shall be
assessed only during Performance Assessment Hours for Emergency Actions
declared for the entire PJM Region) and storage resources during the interval;

Net Energy Imports = the sum of interchange transactions importing energy into
PJM (not including those associated with external Generation Capacity Resources
and therefore included in All Actual Generation Performance) minus the sum of
interchange transactions exporting energy out of PJM, but not less than zero;

Demand Response Bonus Performance = the sum of Bonus performance provided
by Demand Response resources as calculated in (g) below;

Price Responsive Demand Bonus Performance = the sum of Bonus performance
provided by Price Responsive Demand as calculated in (g) below;



and for Demand Resources, Energy Efficiency Resources, and Qualifying Transmission
Upgrades: Resource Committed Capacity;

where

Resource Committed Capacity = the total megawatts of capacity committed from
such Capacity Resource committed capacity without making any adjustment for
the Forecast Pool Requirement;

and for PRD Provider: Price Responsive Demand Committed

and

where

Price Responsive Demand Committed = the Nominal PRD Value committed by
the PRD Provider in the area defined by the Performance Assessment Interval,
adjusted to account for any PRD registrations in such area that were not subject to
compliance measurement.

Actual Performance =

for each generation resource, the metered output of energy delivered by such
resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval,

for each storage resource, the metered output of energy delivered by such
resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval,

for each Demand Resource, the demand response provided by such resource, plus
such resource’s real-time reserve or regulation assignment, if any, during the
Performance Assessment Interval, as established through the PJM demand
response settlement procedure consistent with the standards specified in RAA,
Schedule 6;

for each PRD Provider, the actual load reduction provided by the PRD Provider
during a Performance Assessment Interval, determined in accordance with the
PJM Manuals;

for each Energy Efficiency Resource, the load reduction quantity approved by
PJM subsequent to the pre-delivery year submittal of a post-installation
measurement and verification report; and

for each Qualified Transmission Upgrade, the megawatt quantity cleared by such
Qualified Transmission Upgrade if it is in service during the Performance
Assessment Interval, and zero if it is not in service during such Performance



Assessment Interval.

Such calculation shall encompass all resources and Price Responsive Demand located in the area
defined by the Emergency Action; provided, however, that Performance Shortfall shall be
calculated for external Generation Capacity Resources for any Performance Assessment Interval
for which performance by such external resource would have helped resolve the declared
Emergency Action that was the subject to the Performance Assessment Hour, provided, however,
that for any Delivery Year up to and including the 2019/2020 Delivery Year, Performance
Shortfall shall be calculated for external Generation Capacity Resources only during
Performance Assessment Hours which the Emergency Action was declared for the entire PJM
Region. For purposes of this provision, Qualifying Transmission Upgrades shall be deemed to be
located in the Locational Deliverability Area into which such upgrade increased the Capacity
Emergency Transfer Limit, and a Qualifying Transmission Upgrade shall be included in
calculations of Expected Performance and Actual Performance only if, and to the extent that, the
declared Emergency Action encompasses the Locational Deliverability Area into which such
upgrade increased the Capacity Emergency Transfer Limit. The Performance Shortfall shall be
calculated for each Performance Assessment Interval, and any committed Capacity Resource for
which the above calculation produces a negative number for a Performance Assessment Interval
shall not have a Performance Shortfall for such Performance Assessment Interval. For any
resource that is partially committed as a Capacity Performance Resource and partially committed
as a Base Capacity Resource, the performance of such resource during a Performance
Assessment Interval shall first be attributed to the resource’s Capacity Performance Resource
obligation; any performance by such resource in excess of the Capacity Performance Resource’s
Expected Performance shall be attributed to the resource’s Base Capacity Resource obligation.

(d) Notwithstanding subsection (c) above, a Capacity Resource or Locational UCAP
of a Capacity Market Seller or Locational UCAP Seller shall not be considered in the calculation
of a Performance Shortfall for a Performance Assessment Interval to the extent such Capacity
Resource or Locational UCAP was unavailable during such Performance Assessment Interval
solely because the resource on which such Capacity Resource or Locational UCAP is based was
on a Generator Planned Outage or Generator Maintenance Outage approved by the Office of the
Interconnection, or was not scheduled to operate by the Office of the Interconnection, or was
online but was scheduled down, by the Office of the Interconnection, based on a determination
by the Office of the Interconnection that such scheduling action was appropriate to the security-
constrained economic dispatch of the PJM Region. Such a resource shall be considered in the
calculation of a Performance Shortfall if it otherwise was needed and would have been scheduled
by the Office of the Interconnection to perform, but was not scheduled to operate, or was
scheduled down, solely due to: (i) any operating parameter limitations submitted in the
resource’s offer, or (ii) the seller’s submission of a market-based offer higher than its cost-based.
In addition, notwithstanding subsection (c) above, a Price Responsive Demand registration shall
not be considered in the calculation of a Performance Shortfall for a Performance Assessment
Interval when the PRD Curve associated with such registration in the PJM Real-Time Energy
Market has a price point above the highest Real-Time LMP recorded during the Performance
Assessment Interval.

(e) Subject to the Non-Performance Charge Limit specified in subsection (f) hereof,



each Capacity Market Seller and Locational UCAP Seller shall be assessed a Non-Performance
Charge for each of its Capacity Resources or Locational UCAP that has a Performance Shortfall
for a Performance Assessment Interval based on the following formula, applied to each such
resource:

Non-Performance Charge = Performance Shortfall * Non-Performance Charge Rate
Where

For Capacity Performance Resources and Seasonal Capacity Performance Resources, the
Non-Performance Charge Rate = (Net Cost of New Entry (stated in terms of installed
capacity) for the LDA and Delivery Year for which such calculation is performed * (365
/30) / (the number of Real-Time Settlement Intervals in an hour).

and for Base Capacity Resources the Non-Performance Charge Rate = (Weighted
Average Resource Clearing Price applicable to the resource * (365 / 30) ) / (the number
of Real-Time Settlement Intervals in an hour).

® The Non-Performance Charges for each Capacity Performance Resource
(including Locational UCAP from such a resource) and each PRD Provider for a Delivery Year
shall not exceed a Non-Performance Charge Limit equal to 1.5 times the Net Cost of New Entry
times the megawatts of Unforced Capacity committed by such resource or such PRD Provider
times 365. All references to Net Cost of New Entry in this section 10A shall be to the Net Cost
of New Entry for the LDA and Delivery Year for which the calculation is performed. The total
Non-Performance Charges for each Base Capacity Resource (including Locational UCAP from
such a resource) for a Delivery Year shall not exceed a Non-Performance Charge Limit equal to
the total payments due such Capacity Resource or Locational UCAP under Attachment DD,
section 5.14 for such Delivery Year. The Non-Performance Charges for each Seasonal Capacity
Performance Resource for a Delivery Year shall not exceed a Non-Performance Charge Limit
equal to 1.5 times the Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times the number of days in the season applicable to such resource.

(2) Revenues collected from assessment of Non-Performance Charges for a
Performance Assessment /nterval shall be distributed to each Market Participant, whether or not
such Market Participant committed a Capacity Resource or Locational UCAP for a Performance
Assessment Interval, that provided energy or load reductions above the levels expected for such
resource during such hour. For purposes of this provision, the performance expected of a
resource, and the revenue distribution payment, if any, for a resource, shall be determined in
accordance with the following formulae:

Formula 1: Market Participant Bonus Performance = Actual Performance — Expected
Performance

and



Formula 2: Performance Payment = (Market Participant Bonus Performance / All Market
Participants Bonus Performance) * Non-Performance Charge Revenues.

Where the result of Formula 1 is a positive number and where:

Actual Performance is as defined in subsection (c), provided, however, that Actual
Performance for purposes of this calculation shall not exceed the megawatt level at which
such resource was scheduled by the Office of the Interconnection during the Performance
Assessment Intervals; and provided further that Actual Performance for a Market
Participant that imports energy into the PJM Region during such Performance
Assessment Interval shall be the net import, if any, from all interchange transactions
scheduled by such Market Participant during such Performance Assessment Hour;

Expected Performance is as defined in subsection (c), provided, however, that for
purposes of this calculation, Expected Performance shall be zero for any resource that is
not a Capacity Resource or Locational UCAP, or that is a Capacity Resource or
Locational UCAP, but for which the Performance Assessment Interval occurs outside the
resource’s capacity obligation period, including, without limitation, a Base Capacity
Demand Resource providing demand response during non-summer months; and

All Market Participants Bonus Performance is the sum of the results of calculating
Formula 1 of this subsection (g) for all Market Participants that have Bonus Performance
during such Performance Assessment Interval.

(h) The provisions of this section 10A shall apply during the 2016/2017 Delivery
Year, provided that:

(1) Non-Performance Charges shall be determined solely for and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year;

(i1) The Non-Performance Charge shall be 0.5 times the Non-Performance
Charge calculated under subsection (e) hereof; and

(ii1))  The Non-Performance Charge Limit for a Delivery Year shall be 0.75
times Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

(1) The provisions of this section 10A shall apply during the 2017/2018 Delivery
Year, provided that:

(1) Non-Performance Charges shall be determined solely for, and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year;

(i1) The Non-Performance Charge shall be 0.6 times the Non-Performance
Charge calculated under subsection (e) hereof; and



(iii)  The Non-Performance Charge Limit for a Delivery Year shall be 0.9 times
Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

() The Office of the Interconnection shall bill charges and credits for performance during
Performance Assessment /ntervals within three calendar months after the calendar month that
included such Performance Assessment Intervals, provided, for any Non-Performance Charge,
the amount shall be divided by the number of months remaining in the Delivery Year for which
no invoice has been issued, and the resulting amount shall be invoiced each such remaining
month in the Delivery Year.



