Draft 3/8/10

Counterparty Clarification
Draft Changes

Operating Agreement
(from current effective Operating Agreement 3/2/10)

1) The Tariff and Operating Agreement portions containing proposed changes regarding
counterparty clarification are included in 6 separate documents. These documents are:

Operating Agreement (other than Schedule 1)
Part I, 11, 111 and relevant Schedules of the Tariff
Attachment Q

Attachment K and Appendix to Attachment K
Attachment DD

Attachments with Form Agreements

(2) Schedule 1 of the Operating Agreement will also need to be revised to be identical to the
revisions to the Appendix to Attachment K of the Tariff.

3) Designations have not been updated

4) Table of contents changes that might be needed are not included

K:\pjm\Counterparty\Tariff Changes\3-8-10 Posting drafts\Counterparty OA revisions (draft 3-8-10).doc
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1.6 Capacity Resource.
“Capacity Resource” have the meaning provided in the Reliability Assurance Agreement.
1.6A  Consolidated Transmission Owners Agreement.

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

1.7 Control Area.

“Control Area” shall mean an electric power system or combination of electric power systems
bounded by interconnection metering and telemetry to which a common automatic generation control
scheme is applied in order to:

@ 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 other Control Areas, within the limits of Good
Utility Practice;

(c) maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice and the criteria of NERC and the applicable regional reliability
council of NERC;

(d) maintain power flows on transmission facilities within appropriate limits to preserve
reliability; and

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

1.7.01 Control Zone.

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

1.7.01a Counterparty.

“Counterparty” shall mean PJIMSettlement as the contracting party, in its name and own right
and not as an agent, to an agreement or transaction with Market Participants or other entities,
including the agreements and transactions with customers regarding transmission service and other
transactions under the PJM Tariff and this Operating Agreement. PJMSettlement shall not be a
counterparty to (i) any bilateral transactions between Market Participants, or (ii) with respect to self-
supplied or self-scheduled transactions reported to the Office of the Interconnection.

1.7.02 Default Allocation Assessment.

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

1.7.03 Demand Resource.

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

1.7B  [Reserved].
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1.7C ECAR.

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

Issued By:  Craig Glazer Effective: June 1, 2007
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1.26A Non-Disclosure Agreement.

“Non-Disclosure Agreement” shall mean an agreement between an Authorized Person and
the Office of the Interconnection, pursuant to Section 18 of this Agreement, the form of which is
appended to this Agreement as Schedule 10, wherein the Authorized Person is given access to
otherwise restricted confidential information, for the benefit of their respective Authorized
Commission.

1.26B Non-Retail Behind The Meter Generation.

“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is
used by municipal electric systems, electric cooperatives, and electric distribution companies to
serve load.

1.27  Office of the Interconnection.

1.28  Operating Reserve.

“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for
a specified period of an Operating Day to ensure the reliable operation of a Control Zone, as specified in
the PJIM Manuals.

1.29  Original PIJM Agreement.

“Original PJIM Agreement” shall mean that certain agreement between certain of the Members,
originally dated September 26, 1956, and as amended and supplemented up to and including December
31, 1996, relating to the coordinated operation of their electric supply systems and the interchange of
electric capacity and energy among their systems.

1.30  Other Supplier.

“Other Supplier” shall mean a Member that: (i) is engaged in buying, selling or transmitting
electric energy, capacity, ancillatry services, financial transmission rights or other services available
under PJM’s governing documents in or through the Interconnection or has a good faith intent to do so,
and; (ii) does not qualify for the Generation Owner, Electric Distributor, Transmission Owner or End-
Use Customer sectors.

131 PJM Board.

“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to this Agreement.
1.31A [Reserved].

132 PJM Control Area.

“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control
Area.

1.33  PJM Dispute Resolution Procedures.

“PJM Dispute Resolution Procedures” shall mean the procedures for the resolution of disputes
set forth in Schedule 5 of this Agreement.

Issued By: Craig Glazer Effective: September 19, 2008
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1.35 PJM Manuals.

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

1.35.01 PIJM Market Monitor.

“PJM Market Monitor” shall mean the Market Monitoring Unit established under
Attachment M to the PIM Tariff.

1.35A PJM Region.

“PJM Region” shall mean the aggregate of the MAAC Control Zone, the PJIM West Region, and
VACAR Control Zone.

1.35B PJM South Region.
“PJM South Region” shall mean the VACAR Control Zone.
1.35C PJMSettlement.

“PJMSettlement” shall mean PJM Settlement, L.L.C. (or its successor), established by
PJM as set forth in Section 3.3.

1.36 PJM Tariff.

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

1.36A [Reserved.]
1.36B PJM West Region.

“PJM West Region” shall mean the aggregate of the ECAR Control Zone(s) and MAIN Control
Zone(s).

1.37  Planning Period.

“Planning Period” shall initially mean the 12 months beginning June 1 and extending through
May 31 of the following year, or such other period established under the procedures of, as applicable,
the Reliability Assurance Agreement.

1.38  President.
“President” shall have the meaning specified in Section 9.2.
1.38.01 Regional RTEP Project.

“Regional RTEP Project” shall mean a transmission expansion or enhancement rated at 230 kV
or above which is required for compliance with the following PIJM criteria: system reliability,
operational performance or economic criteria, pursuant to a determination by the Office of the
Interconnection.

1.38.01A Relevant Electric Retail Regulatory Authority:

An entity that has jurisdiction over and establishes prices and policies for competition for
providers of retail electric service to end-customers, such as the city council for a municipal utility,

Issued By: Craig Glazer Effective: September 15, 2009
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the governing board of a cooperative utility, the state public utility commission or any other such
entity.
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3. PURPOSES AND POWERS OF LLC
3.1 Purposes.
The purposes of the LLC shall be:

@ to operate in accordance with FERC requirements as an Independent System Operator,
comprised of the PJM Board, the Office of the Interconnection, and the Members Committee, with the
authorities and responsibilities set forth in this Agreement;

(b) as necessary for the operation of the PJIM Region as specified above: (i) to acquire and
obtain licenses, permits and approvals, (ii) to own or lease property, equipment and facilities, and (iii) to
contract with third parties to obtain goods and services, provided that, the LLC may procure goods and
services from a Member only after open and competitive bidding; and

(© to engage in any lawful business permitted by the Act or the laws of any jurisdiction in
which the LLC may do business and to enter into any lawful transaction and engage in any lawful
activities in furtherance of the foregoing purposes and as may be necessary, incidental or convenient to
carry out the business of the LLC as contemplated by this Agreement.

3.2 Powers.

The LLC shall have the power to do any and all acts and things necessary, appropriate,
advisable, or convenient for the furtherance and accomplishment of the purposes of the LLC, including,
without limitation, to engage in any kind of activity and to enter into and perform obligations of any kind
necessary to or in connection with, or incidental to, the accomplishment of the purposes of the LLC, so
long as said activities and obligations may be lawfully engaged in or performed by a limited liability
company under the Act.

3.3 Counterparty. [This section is similar to section 6A of the Tariff]

(@) In_accordance with Section 10.1 of this Aqgreement, the Office of the
Interconnection shall implement this Agreement and administer the PJM Tariff. Under the Tariff
and this Agreement, the LLC administers the provision of transmission service and associated
ancillary services to customers and operates and administers various centralized electric power
and energy markets. In obtaining transmission service and in these centralized markets,
customers conduct transactions with PJMSettlement as a counterparty. Market participants also
may conduct bilateral transactions with other market participants and they may self-supply
power and energy to the electric loads they serve. Such bilateral and self-supply arrangements
are not transactions with PJMSettlement.

(b) For purposes of contracting with customers and conducting financial settlements
regarding the use of the transmission capacity of the Transmission System, the LLC has
established PJMSettlement. The LLC also has established PJMSettlement as the entity that is the
Counterparty with respect to the agreements and transactions in the centralized markets that the
LLC administers under the Tariff and the Operating Agreement (i.e., the agreements and
transactions that are not bilateral arrangements between market participants or self-supply).
PJMSettlement will serve as the Counterparty to Financial Transmission Rights and Auction
Revenue Rights instruments held by a Market Participant. Any subsequent bilateral transfer of
these instruments by the Market Participant to another Market Participant shall require the
consent of PJMSettlement, but shall not implicate PJMSettlement as a contracting party with
respect to such subsequent bilateral transfer.

(c) As specified in Section 11 and Schedule 4, Members agree that PJIMSettlement is
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the Counterparty to certain transactions as specified in this Agreement and the PJM Tariff.

(d) As a party to the Consolidated Transmission Owners Agreement, the LLC has acquired
the right to use the transmission capacity of the transmission system that is required to provide service
under the PJM Tariff and the authorization to resell transmission service using such capacity on the
transmission system. Under the Consolidated Transmission Owners Agreement, the LLC compensates
the Transmission Owners for the use of their transmission capacity by distributing certain revenues to
the Transmission Owners as set forth in the PJM Tariff and the Consolidated Transmission Owners
Agreement. The LLC has assigned its right to use the transmission capacity of the Transmission
System to PJMSettlement. Accordingly, PIMSettlement shall compensate the Transmission
Owners for the use of the transmission capacity required to provide service under the PJM Tariff
and this Agreement.

(e) Unless otherwise expressly stated in the PJM Tariff or this Agreement,
PJMSettlement shall be the Counterparty to the customers purchasing Transmission Service and
Network Integration Transmission Service, and to the other transactions with customers and
other entities under the PIM Tariff,

() PJMSettlement shall not be a contracting party to other non-transmission
transactions that are (i) bilateral transactions between market participants, or (ii) self-supplied or
self-scheduled transactions reported to the Transmission Provider.

(q) Notwithstanding the foregoing, PJMSettlement shall not be the Counterparty with
respect to agreements and transactions regarding the LLC’s administration of Parts 1V and VI,
Schedules 1, 9, 10-NERC, 10-RFC, 14, and 16 of the PJM Tariff.

(h) Confidentiality. PJMSettlement shall be bound by the same confidentiality
requirements as the LLC.

0] PJMSettlement Costs. All costs of the services provided by PJMSettlement for
the benefit of Market Participants and Transmission Customers shall be included in the charges
for Administrative Services set forth in Schedule 9 of the PJM Tariff.

(i) Amendment of Previously Effective Arrangements.

(i) Transmission Service Agreements. Transmission Service Agreements in
effect at the time this Section 3.3 becomes effective shall be deemed to be revised to include
PJMSettlement as a Counterparty to the Transmission Service Agreement in the same manner and
to the same extent as agreements entered after the effective date of this Section 3.3.

(i) Reliability Pricing Model. PJMSettlement shall be the Counterparty to the
transactions _arising from the cleared Based Residual Auctions and Incremental Auctions that
occurred prior to the effective date of this Section 3.3 and for which delivery will occur after the
effective date of this Section 3.3 in the same manner and to the same extent as transactions arising
from auctions cleared after the effective date of this Section 3.3.

(iii) ___ Auction Revenue Rights and Financial Transmission Rights. PJMSettlement
shall be the Counterparty with respect to the rights and obligations arising from Auction Revenue
Rights and Financial Transmission Rights acquired in an auction or assigned by PJM prior to the
effective date of this Section 3.3 to the same extent as with respect to rights an obligations arising
from auctions or assignments of Auction Revenue Rights and Financial Transmission Rights after

Issued By: Craig Glazer Effective: May 1, 2004
Vice President, Government Policy
Issued On: April 30, 2004



PJM Interconnection, L.L.C. Third Revised Sheet No. 27
Third Revised Rate Schedule FERC No. 24 Superseding Second Revised Sheet No. 27

the effective date of this Section 3.3.

4. EFFECTIVE DATE AND TERMINATION
4.1 Effective Date and Termination.

@ The existence of the LLC commenced on March 31, 1997, as provided in the Certificate
of Formation and Certificate of Conversion which were filed with the Recording Office on March 31,
1997. This Agreement shall amend and restate the Operating Agreement of PJM Interconnection, LLC
as of the Effective Date.

(b) The LLC shall continue in existence until terminated in accordance with the terms of
this Agreement. The withdrawal or termination of any Member is subject to the provisions of Section
18.18 of this Agreement.

(c) Any termination of this Agreement or withdrawal of any Member from the Agreement
shall be filed with the FERC pursuant to Section 205 of the Federal Power Act and shall become
effective only upon the FERC’s approval, acceptance without suspension, or, if suspended, the
expiration of the suspension period before the FERC has issued an order on the merits of the filing.

4.2 Governing Law.

This Agreement and all questions with respect to the rights and obligations of the Members, the
construction, enforcement and interpretation hereof, and the formation, administration and
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7.5.2  Adoption of Budgets.

The PJM Board shall adopt, upon consideration of the advice and recommendations of
the Finance Committee, operating and capital budgets for the LLC, and shall distribute to the Members
for their information final annual budgets for the following fiscal year not later than 60 days prior to the
beginning of each fiscal year of the LLC.

7.6 By-laws.

To the extent not inconsistent with any provision of this Agreement, the PJM Board shall adopt
such by-laws establishing procedures for the implementation of this Agreement as it may deem
appropriate, including but not limited to by-laws governing the scheduling, noticing and conduct of
meetings of the PJIM Board, selection of a Chair and Vice Chair of the PJM Board, action by the PIM
Board without a meeting, and the organization and responsibilities of standing and special committees of
the PJM Board. Such by-laws shall not modify or be inconsistent with any of the rights or obligations
established by this Agreement.

7.7 Duties and Responsibilities of the PJM Board.

In accordance with this Agreement, the PJM Board shall supervise and oversee all matters
pertaining to the PJM Region and the LLC, and carry out such other duties as are herein specified,
including but not limited to the following duties and responsibilities:

i) As its primary responsibility, ensure that the President, the other
officers of the LLC, and Office of the Interconnection perform the duties and
responsibilities set forth in this Agreement, including but not limited to those set
forth in Sections 9.2 through 9.4 and Section 10.4 in a manner consistent with
(A) the safe and reliable operation of the PJIM Region, (B) the creation and
operation of a robust, competitive, and non-discriminatory electric power
market in the PJM Region, and (C) the principle that a Member or group of
Members shall not have undue influence over the operation of the PJIM Region;

i) Select the Officers of the LLC;
iii) Adopt budgets for the LLC;

iv) Approve the Regional Transmission Expansion Plan in
accordance with the provisions of the Regional Transmission Expansion
Planning Protocol set forth in Schedule 6 of this Agreement;

V) On its own initiative or at the request of a User Group as
specified herein, submit to the Members Committee such proposed amendments
to this Agreement or any Schedule hereto, or a proposed new Schedule, as it
may deem appropriate;

Vi) Petition FERC to modify any provision of this Agreement or
any Schedule or practice hereunder that the PJM Board believes to be unjust,
unreasonable, or unduly discriminatory under section 206 of the Federal
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Issued By:

Issued On:

Power Act, subject to the right of any Member or the Members to intervene in
any resulting proceedings;

vii) Review for consistency with the creation and operation of a
robust, competitive and non-discriminatory electric power market in the PJM
Region any change to rate design or to non-rate terms and conditions proposed
by Transmission Owners for filing under section 205 of the Federal Power Act;

viii)  If and to the extent it shall deem appropriate, intervene in any
proceeding at FERC initiated by the Members in accordance with Section
11.5(b), and participate in other state and federal regulatory proceedings relating
to the interests of the LLC,;

iX) Review, in accordance with Section 15.1.3, determinations of
the Office of the Interconnection with respect to events of default;

X) Assess against the other Members in proportion to their Default
Allocation Assessment an amount equal to any payment to PJMSettlement and
the Office of the Interconnection, including interest thereon, as to which a
Member is in default;

Xi) Establish reasonable sanctions for failure of a Member to
comply with its obligations under this Agreement;

xii)  Direct the Office of the Interconnection on behalf of the LLC
and PJMSettlement to take appropriate legal or regulatory action against a
Member (A) to recover any unpaid amounts due from the Member to the Office
of the Interconnection under this Agreement and to make whole any Members
subject to an assessment as a result of such unpaid amount, or (B) as may
otherwise be necessary to enforce the obligations of this Agreement;

xiii)  [Reserved.]
xiv)  [Reserved.]

xv)  Solicit the views of Members on, and commission from time to
time as it shall deem appropriate independent reviews of, (a) the performance of
the PJM Interchange Energy Market, (b) compliance by Market Participants
with the rules and requirements of the PJM Interchange Energy Market, and

Craig Glazer Effective: January 1, 2005
Vice President, Government Policy
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(c) the performance of the Office of the Interconnection under performance
criteria proposed by the Members Committee and approved by the PJM Board,
and

xvi)  Terminate a Member as may be appropriate under the terms of
this Agreement.

8. MEMBERS COMMITTEE
8.1 Sectors.
8.1.1 Designation.

Voting on the Senior Standing Committees shall be by sectors. The Senior Standing
Committee shall be composed of five sectors, one for Generation Owners, one for Other Suppliers, one
for Transmission Owners, one for Electric Distributors, and one for End-Use Customers, provided that
there are at least five Members in each Sector. Except as specified in Section 8.1.2, each Voting
Member shall have one vote. Each Voting Member shall, within thirty (30) days after the Effective Date
or, if later, thirty (30) days after becoming a Member, and thereafter not later than 10 days prior to the
Annual Meeting of the Members for each annual period beginning with the Annual Meeting of the
Members, submit to the President a sealed notice of the sector in which it is qualified to vote or, if
qualified to participate in more than one sector, its rank order preference of the sectors in which it wishes
to vote, and shall be assigned to its highest-ranked sector that has the minimum number of Members
specified above. If a Member is assigned to a sector other than its highest-ranked sector in accordance
with the preceding sentence, its higher sector preference or preferences shall be honored as soon as a
higher-ranked sector has five or more Members. A Voting Member may designate as its voting sector
any sector for which it or its Affiliate or Related Party Members is qualified. The sector designations of
the Voting Members shall be announced by the Office of the Interconnection at the Annual Meeting and
shall apply to all Senior Standing Committees.

8.1.2 Related Parties.

The Members in a group of Related Parties shall each be entitled to a vote, provided that
all the Members in a group of Related Parties that chooses to exercise such rights shall be assigned to the
Electric Distributor sector.

8.1.3 Sector Challenge.

@ Any Member (“Challenging Member’) may request that PJM review the
qualification of another Member (“Challenged Member”) in the Challenging Member’s sector to
participate in that sector. Any five Members may request that PJM review the qualification of another
Member to participate in the sector in which that Member is presently assigned.

(b) A request pursuant to section 8.1.3(a) of this Agreement (“Challenge”) shall be
submitted in writing and shall describe the basis for the Challenge, which shall include, but not limited
to, the reasons why the Challenged Member may not have any Active and Significant Business Interests
in its present sector. Except for new Members, a Challenge must be submitted within 30 days after the
Annual Meeting of the Members. For new Members, a Challenge must be submitted within 30 days
after the meeting in which they are introduced.

Issued By: Craig Glazer Effective: April 8, 2008
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11.3.4 Reports to the Office of the Interconnection.

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

114 Regional Transmission Expansion Planning Protocol.

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

11.5 Member Right to Petition.

@ Nothing herein shall deprive any Member of the right to petition FERC to modify any
provision of this Agreement or any Schedule or practice hereunder that the petitioning Member believes
to be unjust, unreasonable, or unduly discriminatory under section 206 of the Federal Power Act, subject
to the right of any other Member (a) to oppose said proposal, or (b) to withdraw from the LLC pursuant
to Section 4.1.

(b) Nothing herein shall be construed as affecting in any way the right of the Members,
acting pursuant to a vote of the Members Committee as specified in Section 8.4, unilaterally to make an
application to FERC for a change in any rate, charge, classification, tariff or service, or any rule or
regulation related thereto, under section 205 of the Federal Power Act and pursuant to the rules and
regulations promulgated by FERC thereunder, subject to the right of any Member that voted against
such change in any rate, charge, classification, tariff or service, or any rule or regulation related thereto,
in intervene in opposition to any such application.

116 Membership Requirements.
@ To qualify as a Member, an entity shall:

i) Be a Transmission Owner a Generation Owner, an Other Supplier, an
Electric Distributor, or an End-Use Customer; and

i) Accept the obligations set forth in this Agreement.

(b) Certain Members that are Load Serving Entities are parties to the Reliability Assurance
Agreement. Upon becoming a Member, any entity that is a Load Serving Entity in the PJM Region and
that wishes to become a Market Buyer shall also simultaneously execute the Reliability Assurance
Agreement

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



PJM Interconnection, L.L.C. Seventh Revised Sheet No. 47
Third Revised Rate Schedule FERC No. 24 Superseding Sixth Revised Sheet No. 47

(© An entity that wishes to become a party to this Agreement shall apply, in writing, to the
President setting forth its request, its qualifications for membership, its agreement to supply data as
specified in this Agreement, its agreement to pay all costs and expenses in accordance with Schedule 3,
and providing all information specified pursuant to the Schedules to this Agreement for entities that wish
to become Market Participants. Any such application that meets all applicable requirements shall be
approved by the President within sixty (60) days.

(d) Nothing in this Section 11 is intended to remove, in any respect, the choice of
participation by other utility companies or organizations in the operation of the PJIM Region through
inclusion in the System of a Member.

©)] An entity whose application is accepted by the President pursuant to Section 11.6(c)
shall execute a supplement to this Agreement in substantially the form prescribed in Schedule 4, which
supplement shall be countersigned by the President. The entity shall become a Member effective on the
date the supplement is countersigned by the President.

)] Entities whose applications contemplate expansion or rearrangement of the PJM Region
may become Members promptly as described in Sections 11.6(c) and 11.6(e) above, but the integration
of the applicant's system into all of the operation and accounting provisions of this Agreement and the
Reliability Assurance Agreement, shall occur only after completion of all required installations and
modifications of metering, communications, computer programming, and other necessary and
appropriate facilities and procedures, as determined by the Office of the Interconnection. The Office of
the Interconnection shall notify the other Members when such integration has occurred.

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

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

0] In accordance with this Agreement, Members agree that PJMSettlement shall be the
Counterparty with respect to certain transactions under the PJM Tariff and this Agreement.

11.7  Associate Membership Requirements.
@ If any of the following conditions apply, an entity may qualify as an Associate Member:

0] The entity is not a member of the End-Use Customer sector and has not been a
Market Participant over the past six months, and has no verifiable plans to
become a Market Participant over the next six months;

(i) The entity does not meet the requirements of Section 11.6 of this Agreement;
(b) The following rights and obligations shall apply to Associate Members:

0] Associate Members shall pay the one half of the annual membership fee, and
the application fee is waived;

(i) Associate Members may participate in all stakeholder process activities;

(i)  Associate Members shall not vote in any stakeholder activities, working groups
or committees;

(iv)  Associate Members shall not participate in any of PJIM’s markets;

) Associate Members may become Members if they meet the requirements of
Section 1.24 of this Agreement;
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14A. TRANSMISSION LOSSES
14A.1 Description of Transmission Losses.

Transmission losses refer to the loss of energy in the transmission of electricity from
generation resources to load, which is dissipated as heat through transformers, transmission lines and
other transmission facilities.

14A.2 Inclusion of State Estimator Transmission Losses.

Whenever in this Agreement, transmission losses are included in the determination of a
charge, credit, load (including deviations), or demand reduction, it is explicitly so stated and such
included losses shall be those losses incurred on facilities included in the PIM network model and
determined by, and reflected in, the PJM State Estimator. Absent such explicit statement, such losses
are not included in the determination.

14A.3 Other Losses.

Losses incurred on facilities not included in the PJIM network model and therefore not
reflected in the PJM State Estimator may be included in the determination of charges, credits, load
(including real-time deviations), or demand reductions as determined by electric distribution
companies, unless this Agreement explicitly excludes such losses.

14B BILLING AND PAYMENT

14B.1 Billing Procedure:

PJMSettlement shall issue bills and billing statements pursuant to the provisions in
this section 14B on behalf of itself and as agent for the Office of the Interconnection, as applicable.
Payment of bills pursuant to this section 14B shall be made for the benefit of PJMSettlement and the
Office of the Interconnection, as applicable.

(@ Monthly Bills. By the fifth business day of each month, PJM Settlement, in its
own name and as agent for the Office of the Interconnection, as applicable, shall issue a bill to
Members and other entities for monthly activity and detailing the charges and credits for all services
furnished under this Agreement, the PJM Tariff and any service or rate schedule during the preceding
month (“billing month”), excluding amounts billed pursuant to weekly bills for activity during the
preceding month.

(b) Weekly Bills. By 5:00 p.m. Eastern Prevailing Time each Tuesday (or
Wednesday in the event that a Tuesday is a holiday), PJIMSettlement, in its own name and as agent
for the Office of the Interconnection, as applicable, will issue a weekly bill to Members and other
entities for all activity for certain services furnished under this Agreement, the PIM Tariff and any
service or rate schedule for the days of the billing month during the week ending the prior
Wednesday. The services for which such weekly bills shall be issued are set forth in PJM Manual
29.

(c) Billing Statement. PJMSettlement, in its own name and as agent for Fthe Office
of the Interconnection, as applicable, shall provide Members and other entities with billing
statements at the time of issuance of the monthly and weekly bills, reflecting, in the form and manner
set forth in PJIM Manuals, the Member’s or other entity’s activity during the billing month and
amounts due, net of activity previously billed.
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14B.2 Payments:

(@ Monthly Bills. Net amounts due to PJMSettlement, in its own name or as agent
for the LLC, as applicable, pursuant to a monthly bill shall be due and payable by the Member or
other entity no later than noon Eastern Prevailing Time on the due date of the first weekly bill issued
for  activity in the month that the monthly bill is issued. It s
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possible, due to the timing of holidays, that the billing and payment cycle for monthly bills stated
here would call for payment of a monthly bill on a Friday that occurs less than three business days
after the issuance of the bill by PIM. Where this occurs, the payment period of the monthly bill will
be extended such that payment will be due when payment for the second weekly bill is due.

(b) Weekly Bills. Net amounts due to PJIMSettlement, in its own name or as agent
for the LLC, as applicable, pursuant to a weekly bill shall be due and payable by the Member or other
entity no later than noon Eastern Prevailing Time on the third business day following the issuance of
the weekly bill. Weekly bills issued after 5:00 p.m. Eastern Prevailing Time shall be considered to
be issued the following business day.

(c) Form of Payments. All payments tendered in satisfaction of a Member’s or
other entity’s obligations to PJMSettlement aor the LLC shall be made in the form of immediately
available funds payable to PJMSettlementthe—LC, or by wire transfer to a bank named by
PJMSettlementthe LEC.

(d) Payments by PJMSettlementtheLC. Unless delayed by unforeseen events,
payments made by PJMSettlement, in its own name or as agent for the LLC, for amounts due to
Members and other entities shall be paid no later than 5:00 p.m. Eastern Prevailing Time on the
business day following the payment due date for net amounts owed to PJMSettlement, in its own
name or as agent for the LLC, as specified above.

(e) Payment Calendar. A comprehensive billing and settlement calendar will be
posted on the LLC’s website prior to March 31 for the upcoming June — May annual period to
communicate the schedule of holidays for settlement and billing purposes.

14B.3 Interest on Unpaid Balances:

Interest on any unpaid amounts shall be calculated in accordance with the methodology
specified for interest on refunds in the Commission’s regulations at 18 C.F.R. § 35.19a(a)(2)(iii).
Interest on delinquent amounts shall be calculated from the due date of the bill to the date of
payment. When payments are made by mail, bills shall be considered as having been paid on the
date of receipt by PJIMSettlementthe-LLEC.

14B.4 Additional Billing and Payment Provisions With Respect to the
Counterparty

(a) Each Member shall receive from PIJMSettlement (and not from any other party),
and shall pay to PIMSettlement (and not to any other party), the amounts specified in the PJM Tariff and
this Agreement for services and transactions for which PJMSettlement is the Counterparty, and
PJMSettlement shall be correspondingly obliged and entitled.

(b) Payment netting. If, during the settlement period, amounts in respect of
obligations associated with transactions for which PJMSettlement are owed, and would otherwise be
paid, by both a Member and PJIMSettlement to each other, then the respective obligations to pay such
amounts will automatically be cancelled and replaced by a single obligation upon the Member or
PJMSettlement (as the case may be) that would have had to pay the larger aggregate amount to pay
the net amount (if any) to the other.

(c) Conditions for payment by the Counterparty.

0] A Member shall be entitled to payment from PJMSettlement during the
settlement period if, and only if, during the settlement period there is no
amount in default due and payable by that Member to PJMSettlement with
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(ii)

respect to transactions for which PJMSettlement is a Counterparty and not
paid or recovered and so long as an amount in default, or any part of it,
remains owing to PJMSettlement, that Member will not request, demand or
claim to be entitled to payment by PJMSettlement.

Subject to section 15 , a defaulting Member shall be entitled to payment from

d

(i)

PJMSettlement with respect to transactions for which PJMSettlement is the
Counterparty, if, and only if, all amounts, liabilities and other obligations due,
owing, incurred or payable by that defaulting Member to PJMSettlement or
the LLC, whether those liabilities or obligations are actual or contingent,
present or future, joint or several (including, without limitation, all interest
(after as well as before judgment) and expenses) have been paid or recovered
and until that time the defaulting Member will not request, demand or claim
to be entitled to payment by PJIMSettlement or the LLC.

Set-off.

If during the settlement period an amount is due and, but for section 14B.4(c),

(ii)

would have been payable from PJMSettlement to a Member, but before that
settlement period there was due from that Member an amount in default (as
defined in section 15) that has not been paid or recovered, then
notwithstanding section 14B.4(c), the amount owing by PJMSettlement shall
be automatically and unconditionally set off against the amount(s) in default.

If in respect of any non-paying Member there is more than one amount in

(e)

default, then any amount due and payable from PJMSettlement shall be set
off against the amounts in default in the order in which they originally
became due and payable.

Liability of PJMSettlement.

(i)

The liability of PJMSettlement to make payments during the settlement

(ii)

period shall be limited so that the aggregate of such payments does not
exceed the aggregate amount of payments that has been paid to or recovered
by PJMSettlement, from Members (including by way of realization of
financial security) in respect of that settlement period.

Where in relation to any settlement period, the aggregate amount that

PJMSettlement pays to Members with respect to transactions for which
PJMSettlement is the Counterparty is less than the amount to which those
Members, but for the operation of section 14B(e)(i), would have been
entitled: if and to the extent that, after the required time during the settlement
period, PIMSettlement or the LLC is paid and recovers (including collection
of such amount through Default Allocation Assessments) amounts from any
Member, PJMSettlement shall to the extent of such receipts make payments
(to certain Members) in accordance with the provisions of section 15.2.1.

15. ENFORCEMENT OF OBLIGATIONS
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151  Failure to Meet Obligations.
15.1.1 Termination of Market Buyer Rights.

The Office of the Interconnection shall terminate a Market Buyer’s right to make
purchases from the PJM Interchange Energy Market, the PIM Capacity Credit Market
or any other market operated by PJM if it determines that the Market Buyer does not
continue to meet the obligations set forth in this Agreement, including but not limited to
the obligation to be in compliance with PIM’s creditworthiness requirements and the
obligation to make timely payment, provided that the Office of the Interconnection has
notified the Market Buyer of any such deficiency and afforded the Market Buyer a
reasonable opportunity to cure pursuant to Section 15.1.3. The Office of the
Interconnection shall reinstate a Market Buyer’s right to make purchases from the PIM
Interchange Energy Market and PJM Capacity Credit Market upon demonstration by the
Market Buyer that it has come into compliance with the obligations set forth in this
Agreement.

15.1.2 Termination of Market Seller Rights.
The Office of the Interconnection shall not accept offers from a Market Seller that has
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not complied with the prices, terms, or operating characteristics of any of its prior scheduled
transactions in the PJM Interchange Energy Market, unless such Market Seller has taken appropriate
measures to the satisfaction of the Office of the Interconnection to ensure future compliance.

15.1.2A Close Out and Liquidation of Member Financial Transmission
Rights

The Office of the Interconnection shall close out and liquidate all of a Member’s current
and forward Financial Transmission Rights positions if it determines the Member (i) no longer meets
PJM’s creditworthiness requirements, or (ii) fails to make timely payment when due under the PJIM
Operating Agreement or PJM Tariff, in each case following any opportunity given to cure the
deficiency. Financial Transmission Rights shall be closed out and liquidated pursuant to Schedule 1,
Section 7.3.9 of the PJM Operating Agreement and the Appendix to Attachment K, Section 7.3.9 of the
PJM Tariff.

15.1.2A(1): Allocation of Costs and Proceeds Resulting from Liquidation

The liquidation of the defaulting Member’s Financial Transmission Rights portfolio
shall result in a final liquidated settlement amount. The final liquidated settlement amount may be
aggregated with any other amounts owed by the defaulting Member to the Office of the Interconnection
and may be set off by the Office of the Interconnection against any amounts owed by the Office of the
Interconnection to the defaulting Member for purposes of determining the proper Default Allocation
Assessment pursuant to the provisions of Section 15.2.2. Any payments made to a party purchasing
some or all of a liquidated portfolio shall be net of that party’s charge resulting from a Default
Allocation Assessment

15.1.3 Payment of Bills.

A Member shall make full and timely payment, in accordance with the terms specified
by the Office of the Interconnection, of all bills rendered in connection with or arising under or from this
Agreement, any service or rate schedule, any tariff, or any services performed by the Office of the
Interconnection; or transactions with PJMSettlement, notwithstanding any disputed amount, but any

such payment shaII not be deemed a waiver of any nght with respect to such dlspute Wltlcerespeet—te

Adreamen a I a N I 0 N -A o a

l-H-tGFGOH-Hth-I-GH—Any Member that falls to make fuII and tlmely payment to PJMSettIement (of amounts
owed either directly to PJIMSettlement or PJMSettlement as agent for the LLC); or otherwise fails to
meet its financial or other obligations to a Member, the-Office-ef-the-Intereennection PJMSettlement, or
the LLC under this Agreement, shall, in addition to any requirement set forth in Section 15.1 and upon
expiration of the 2-day period specified below be in default.

15.1.4 Breach Notification and Remedy

If the Office of the Interconnection concludes, upon its own initiative or the recommendation of
or complaint by the Members Committee or any Member, that a Member is in breach of any obligation
under this Agreement, including, but not limited to, the obligation to make timely payment and the
obligation to meet PJM’s creditworthiness standards and to otherwise comply with PJM’s credit
policies, the Office of the Interconnection shall so notify such Member. The
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notified Member may remedy such asserted breach by: (i) paying all amounts assertedly due, along with
interest on such amounts calculated in accordance with the methodology specified for interest on refunds
in FERC’s regulations at 18 C.F.R. 8 35.19a(a)(2)(iii); and (ii) demonstration to the satisfaction of the
Office of the Interconnection that the Member has taken appropriate measures to meet any other
obligation of which it was deemed to be in breach; provided, however, that any such payment or
demonstration may be subject to a reservation of rights, if any, to subject such matter to the PJM Dispute
Resolution Procedures; and provided, further, that any such determination by the Office of the
Interconnection may be subject to review by the PJM Board upon request of the Member involved or the
Office of the Interconnection.

15.1.5 Default Notification and Remedy

If a Member has not remedied a breach by the 2nd business day following receipt of the Office of the
Interconnection’s notice, or receipt of the PJM Board’s decision on review, if applicable, then the
Member shall be in default and, in addition to such other remedies as may be available to the LLC or
PJMSettlement:

i) A defaulting Market Participant shall be precluded from buying
or selling in the PJM Interchange Energy Market, the PJIM Capacity Credit
Market, or any other market operated by PJM until the default is remedied as set
forth above;

i) A defaulting Member shall not be entitled to participate in the
activities of any committee or other body established by the Members
Committee or the Office of the Interconnection; and

iii) A defaulting Member shall not be entitled to vote on the
Members Committee or any other committee or other body established pursuant
to this Agreement.

iv) PJM shall notify all other members of the default.
15.1.6 Reinstatement of Member Following Default and Remedy

a. A Member that has been declared in default, solely of PJIM’s creditworthiness standards, or fails
to otherwise comply with PJM’s credit policies once within any 12 month period may be
reinstated in full after remedying such default.

b. A Member that has been declared in default of this Agreement for failing to: (i) make timely
payments when due once during any prior 12 month period, or (ii) adhere to PJM’s
creditworthiness standards and credit policies, twice during any prior 12 month period, may be
subject to the following restrictions:

a) Loss of stakeholder privileges, including voting privileges, for 12 months following such
default; and
b) Loss of the allowance of unsecured credit for 12 months following such default
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c. A Member that has been declared in default of this Agreement for failing to: (i) make timely
payments when due twice during any prior 12 month period, or (ii) adhere to PIM’s
creditworthiness standards and credit policies, three times during any prior 12 month period,
shall, except as provided for below, not be eligible to be reinstated as a Member to this
Agreement and its membership rights pursuant to this Agreement shall be terminated in
accordance with Section 4.1(c) of this Agreement, notwithstanding whether such default has been
remedied. Furthermore:

a) PJMSettlement shall close out and liquidate all of the terminated Member’s current and
forward positions in accordance with the provisions of this Agreement; and

b) A Member terminated in accordance with these provisions shall be precluded from seeking
future membership under this Agreement;

d. A Member may appeal a determination made pursuant to the foregoing procedures utilizing
PJM’s dispute resolution procedure as set forth in Schedule 5 of this Agreement, (provided,
however, that a Member’s decision to utilize these procedures shall not operate to stay the ability
of PJM to exercise any and all of its rights under this Agreement and the PIJM Tariff) and may be
reinstated provided that the Member can demonstrate the following:

a) that it has otherwise consistently complied with its obligations under this Agreement and the
PJM Tariff; and

b) the failure to comply was not material; and

c) the failure to comply was due in large part to conditions that were not in the common course
of business

15.2  Enforcement of Obligations.

If the Office of the Interconnection sends a notice to the PJIM Board that a Member has failed to
perform an obligation under this Agreement, the PJM Board, on behalf of PJM and PJMSettlement, shall
initiate such action against such Member to enforce such obligation as the PJM Board shall deem
appropriate. Subject to the procedures specified in Section 15.1, a Member’s failure to perform such
obligation shall be deemed to be a default under this Agreement. In order to remedy a default, but
without limiting any rights the LLC or PJMSettlement may have against the defaulting Member, the
PJM Board may assess against, and collect from, the Members not in default, in proportion to their
Default Allocation Assessment, an amount equal to the amount that the defaulting Member has failed to
pay to the Office of the Interconnection (less amounts covered by Financial Security, as defined in
Attachment Q to the PIM Tariff, held by PJMSettlement, on behalf of itself and as agent for the LLC, or
indemnifications paid to the LLC or PJIMSettlement), along with appropriate interest. Such assessment
shall in no way relieve the defaulting Member of its obligations. A Member that has paid such an
assessment to PJMSettlement or the LLC shall have an independent right to seek and obtain payment
and recovery from the defaulting Member of the amount of the assessment the Member paid to
PJMSettlement or the LLC. In addition to any amounts in default, the defaulting Member shall be liable
to the LLC and PJMSettlement for all reasonable costs incurred in enforcing the defaulting Member’s
obligations.
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15.2.1 Collection by the Office of the Interconnection.

By vote at any Members Committee meeting, a majority of the Members that have paid a
Default Allocation Assessment may request and appoint the Office of the Interconnection to act as agent
on behalf of the Members that have paid a Default Allocation Assessment, solely for the purpose of
pursuing and collecting any amounts so assessed; provided, however, that any Member that does not
desire for the Office of the Interconnection to act on their behalf with regard to such collection shall so
inform the Office of the Interconnection. In the event that the Office of the Interconnection is appointed
as agent for the Members, the Office of the Interconnection shall be authorized to pursue collection
through such actions, legal or otherwise, as it reasonably deems appropriate, including but not limited to
the prosecution of legal actions and assertion of claims on behalf of the affected Members in the state
and federal courts as well as under the United States Bankruptcy Code; provided, however, that the
Office of the Interconnection shall take no action on behalf of those Members that have requested that
the Office of the Interconnection not act on their behalf. After deducting the costs of collection, any
amounts recovered by the Office of the Interconnection on behalf of the affected Members shall be
distributed to the Members who have paid their Default Allocation Assessment in proportion to the
Default Allocation Assessment paid by each Member except those Members who informed the Office of
the Interconnection that it should not act as their agent.

15.2.2 Default Allocation Assessment.

@) “Default Allocation Assessment” shall be equal to (0.1(1/N) + 0.9(A/2)),
where:

N = the total number of Members, calculated as of five o’clock
p.m. eastern prevailing time on the date PJM declares a Member in default,
excluding ex officio Members, State Consumer Advocates, Emergency and
Economic Load Response Program Special Members, and municipal electric
system Members that have been granted a waiver under section 17.2 of this
Agreement.

A = for Members comprising factor “N” above, the Member's
gross activity as determined by summing the absolute values of the charges
and credits for each of the Activity Line Items identified in section 15.2.2(b)
of this Agreement as accounted for and billed pursuant to section 3 of
Schedule 1 of this Agreement for the month of default and the two previous
months.

Z = the sum of factor A for all Members excluding ex officio
Members, State Consumer Advocates, Emergency and Economic Load
Response Program Special Members, and municipal electric system Members
that have been granted a waiver under section 17.2 of this Agreement.
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The assessment value of (0.1(1/N)) shall not exceed $10,000 per Member per
calendar year, cumulative of all defaults. If one or more defaults arise that
cause the value to exceed $10,000 per Member, then the excess shall be
reallocated through the gross activity factor.

(b) Activity Line Items shall be each of the line items on the PJIM monthly bills
net of load reconciliation adjustments and adjustments applicable to activity
for the current billing month appearing on the same bill.

15.3  Obligations to a Member in Default.

The Members have no continuing obligation to provide the benefits of interconnected operations
to a Member in default.

15.4  Obligations of a Member in Default.

A Member found to be in default shall take all possible measures to mitigate the continued
impact of the default on the Members not in default, including, but not limited to, loading its own
generation to supply its own load to the maximum extent possible.

155 No Implied Waiver.

A failure of a Member, the PJIM Board, PJMSettlement, or the LLC 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 entity’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.

15.6 Limitation on Claims.

@ No claim seeking an adjustment in the billing for any service, transaction, or charge
under this Agreement may be asserted with respect to a month, if more than two years has elapsed since
the first date upon which the billing for that month occurred. PIJMSettlement, on behalf of itself or as
agent for PJM, may make no adjustment to billing with respect to a month for any service, transaction,
or charge under this Agreement, if more than two years has elapsed since the first date upon which the
billing for that month occurred, unless a claim seeking such adjustment had been received by
PJMSettlement or PJM prior thereto.

(b) For claims that arose prior to the effective date of Section 15.6 of this Agreement, the
claimant shall have two years from the effective date to assert such claims.

16. LIABILITY AND INDEMNITY
16.1 Members.

@ As between the Members, except as may be otherwise agreed upon between individual
Members with respect to specified interconnections, each Member will indemnify and hold harmless
each of the other Members, and its directors, officers, employees, agents, or representatives, of and from
any and all damages, losses, claims, demands, suits, recoveries, costs and expenses (including all court
costs and reasonable attorneys' fees), caused by reason of bodily injury, death or damage to property of
any third party, resulting from or attributable to the fault,
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16.6  Gross Negligence or Willful Misconduct.

Neither PIJMSettlement, the LLC, nor the LLC Indemnified Parties shall be liable to the
Members or any of them, or to any third party or other person, for any claims, demands or costs arising
from, or in any way connected with, the performance of PJMSettlement or the LLC under this
Agreement other than actions, claims or demands based on gross negligence or willful misconduct;
provided, however, that nothing herein shall limit or reduce the obligations of PJMSettlement or the
LLC to the Members or any of them under the express terms of this Agreement or the PIM Tariff,
including, but not limited to, those set forth in Sections 6.2 and 6.3 of this Agreement.

16.7  Insurance.

The PJM Board shall be authorized to procure insurance against the risks borne by the LLC and
the LLC Indemnified Parties, the cost of which shall be treated as a cost and expense of the LLC.

17. MEMBER REPRESENTATIONS, WARRANTIES AND COVENANTS
17.1  Representations and Warranties.

Each Member makes the following representations and warranties to the LLC and each other
Member, as of the Effective Date or such later date as such Member shall become admitted as a Member
of the LLC.

17.1.1 Organization and Existence.

Such Member is an entity duly organized, validly existing and in good standing under
the laws of the state of its organization.

17.1.2 Power and Authority.

Such Member has the full power and authority to execute, deliver and perform this
Agreement and to carry out the transactions contemplated hereby.

17.1.3 Authorization and Enforceability.

The execution and delivery of this Agreement by such Member and the performance of
its obligations hereunder have been duly authorized by all requisite action on the part of the Member,
and do not conflict with any applicable law or with any other agreement binding upon the Member. The
Agreement has been duly executed and delivered by such Member and constitutes the legal, valid and
binding obligation of such Member, enforceable against it in accordance with the terms thereof, except
insofar as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization,
fraudulent conveyance, moratorium or other similar laws affecting the enforcement of creditors' rights
generally, and to general principles of equity whether such principles are considered in proceedings in
law or in equity.
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SCHEDULE 7

UNDERFREQUENCY RELAY OBLIGATIONS AND CHARGES

1. UNDERFREQUENCY RELAY OBLIGATION

11 Application.

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

1.1A Counterparty.

PJMSettlement is the Counterparty to obligations and all payments and distributions associated
with underfrequency relay obligations and charges pursuant to this Schedule 7.

1.2 Obligations.

@ Each Electric Distributor in the MAAC Control Zone shall install or
contractually arrange for underfrequency relays to interrupt at least 30 percent of its peak load with 10
percent of the load interrupted at each of three frequency levels: 59.3 Hz, 58.9 Hz and 58.5 Hz. Upon
the request of the Members Committee, each Electric Distributor in the MAAC Control Zone shall
document that it has complied with the requirement for underfrequency load shedding relays.

(b) Each Electric Distributor in the PIM West Region shall install or contractually
arrange for underfrequency relays to interrupt at least 25 percent of its peak load with 5 percent of the
load interrupted at each of five frequency levels: 59.5 Hz, 59.3 Hz, 59.1 Hz, 58.9 Hz, and 58.7 Hz;
provided, however, that each Electric Distributor in the MAIN Control Zone shall install or contractually
arrange for underfrequency relays to interrupt at least 30 percent of its peak load with 10 percent of the
load interrupted at each of three frequency levels: 59.3 Hz, 59.0 Hz, and 58.7 Hz. Upon the request of
the Reliability Committee established by the Reliability Assurance Agreement-West, each Electric
Distributor in the PJIM West Region shall document that it has complied with the requirement for
underfrequency load shedding relays.

(© Each Electric Distributor in the PJIM South Region shall install or contractually
arrange for underfrequency relays to interrupt at least 30 percent of its peak load with 10 percent of the
load interrupted at each of 3 frequency levels: 59.3 Hz, 59.0 Hz, 58.5 Hz. Upon the request of the
Reliability Committee established by the Reliability Assurance Agreement-South, each Electric
Distributor in the PJIM South Region shall document that it has complied with the requirement for
underfrequency load shedding relays.

2. UNDERFREQUENCY RELAY CHARGES

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

Charge =D x R x 365
where
D = the amount, in megawatts, the Electric Distributor is deficient; and
R = the daily rate per megawatt, which shall be based on the annual carrying charges for
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a new combustion turbine generator, installed and connected to the transmission
system, which daily deficiency rate as of the Effective Date shall be $58.400/per
kilowatt-year or $160 per megawatt-day.
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3. DISTRIBUTION OF UNDERFREQUENCY RELAY CHARGES

31 Share of Charges.

Each Electric Distributor that has complied with the requirements for underfrequency relays
imposed by this Agreement during a Planning Period, without incurring an underfrequency relay charge,
shall share in any underfrequency relay charges paid by any other Electric Distributor that has failed to
satisfy said obligation during such Planning Period. Such shares shall be in proportion to the number of
megawatts of a Electric Distributor’s load in the most recently completed month at the time of the peak
for the PJIM Region during that month rounded to the next higher whole megawatt, as established
initially on the Effective Date and as updated at the beginning of each month thereafter.

3.2 Allocation by the Office of the Interconnection.

In the event all of the Electric Distributors have incurred underfrequency relay charges during a
Planning Period, the underfrequency relay charges shall be distributed among the Electric Distributors
on an equitable basis as determined by the Office of the Interconnection.
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