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3.2.3 Operating Reserves.

(d) The cost of Operating Reserves in the Day-ahead Energy Market shall be
allocated and charged to each Market Participant in proportion to the sum of its (i) scheduled
load (net of Behind The Meter Generation expected to be operating, but not to be less than zero),
and accepted Decrement Bids in the Day-ahead Energy Market in megawatt-hours for that
Operating Day, and the scheduled megawatt-hours at the specified sink of an accepted Up-To
Congestion Transaction; and (ii) scheduled energy sales in the Day-ahead Energy Market from
within the PJM Region to load outside such region in megawatt-hours for that Operating Day,
but not including its bilateral transactions that are Dynamic Transfers to load outside such area
pursuant to Section 1.12, except to the extent PJM scheduled resources to provide Black Start
service, Reactive Services or transfer interface control. The cost of Operating Reserves in the
Day-ahead Energy Market for resources scheduled to provide Black Start service for the
Operating Day which resources would not have otherwise been committed in the day-ahead
security constrained dispatch shall be allocated by ratio share of the monthly transmission use of
each Network Customer or Transmission Customer serving Zone Load or Non-Zone Load, as
determined in accordance with the formulas contained in Schedule 6A of the PIJM Tariff. The
cost of Operating Reserves in the Day-ahead Energy Market for resources scheduled to provide
Reactive Services or transfer interface control because they are known or expected to be needed
to maintain system reliability in a Zone during the Operating Day and would not have otherwise
been committed in the day-ahead security constrained dispatch shall be allocated and charged to
each Market Participant in proportion to the sum of its real-time deliveries of energy to load (net
of operating Behind The Meter Generation) in such Zone, served under Network Transmission
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all
Market Participants in such Zone.

(e)  Atthe end of each Operating Day, the following determination shall be made for
each synchronized pool-scheduled resource of each Market Seller that operates as requested by
the Office of the Interconnection. For each calendar day, pool-scheduled resources in the Real-
time Energy Market shall be made whole for each of the following segments: 1) the greater of
their day-ahead schedules or minimum run time (minimum down time for Demand Resources);
and 2) any block of hours the resource operates at PJIM’s direction in excess of the greater of its
day-ahead schedule or minimum run time (minimum down time for Demand Resources). For
each calendar day, and for each synchronized start of a generation resource or PJM-dispatched
economic load reduction, there will be a maximum of two segments for each resource. Segment
1 will be the greater of the day-ahead schedule and minimum run time (minimum down time for
Demand Resources) and Segment 2 will include the remainder of the contiguous hours when the



resource is operating at the direction of the Office of the Interconnection, provided that a
segment is limited to the Operating Day in which it commenced and cannot include any part of
the following Operating Day.

A Generation Capacity Resource that operates outside of its unit-specific parameters will not
receive Operating Reserve Credits nor be made whole for such operation when not dispatched by
the Office of the Interconnection, unless the Market Seller of the Generation Capacity Resource
can justify to the Office of the Interconnection that operation outside of such unit-specific
parameters was the result of an actual constraint. Such Market Seller shall provide to the Market
Monitoring Unit and the Office of the Interconnection its request to receive Operating Reserve
Credits and/or to be made whole for such operation, along with documentation explaining in
detail the reasons for operating its resource outside of its unit-specific parameters, within thirty
calendar days following the issuance of billing statement for the Operating Day. The Market
Seller shall also respond to additional requests for information from the Market Monitoring Unit
and the Office of the Interconnection. The Market Monitoring Unit shall evaluate such request
for compensation and provide its determination of whether there was an exercise of market
power to the Office of the Interconnection by no later than twenty-five calendar days after
receiving the Market Seller’s request for compensation. The Office of the Interconnection shall
make its determination whether the Market Seller justified that it is entitled to receive Operating
Reserve Credits and/or be made whole for such operation of its resource for the day(s) in
question, by no later than thirty calendar days after receiving the Market Seller’s request for
compensation.

Credits received pursuant to this section shall be equal to the positive difference between a
resource’s total offered price for start-up (shutdown costs for Demand Resources) and no-load
fees and energy, determined on the basis of the resource’s scheduled output, and the total value
of the resource’s energy for hours in the Day-ahead Energy Market that correspond to hours in
which the resource is operated in real-time pursuant to the Office of the Interconnection’s
direction, plus any credit or change for quantity deviations, at PJM dispatch direction, from the
Day-ahead Energy Market during the Operating Day at the real-time LMP(s) applicable to the
relevant generation bus in the Real-time Energy Market. The foregoing notwithstanding, credits
for segment 2 shall exclude start up (shutdown costs for Demand Resources) costs for generation
resources.

Except as provided in Section 3.2.3(m), if the total offered price exceeds the total value, the
difference less any credit as determined pursuant to Section 3.2.3(b), and less any amounts
credited for Synchronized Reserve in excess of the Synchronized Reserve offer plus the
resource’s opportunity cost, and less any amounts credited for Non-Synchronized Reserve in
excess of the Non-Synchronized Reserve offer plus the resource’s opportunity cost, and less any
amounts credited for providing Reactive Services as specified in Section 3.2.3B, and less any
amounts for Day-ahead Scheduling Reserve in excess of the Day-ahead Scheduling Reserve
offer plus the resource’s opportunity cost, shall be credited to the Market Seller.

Synchronized Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits
applied against Operating Reserve credits pursuant to this section shall be netted against the
Operating Reserve credits earned in the corresponding hour(s) in which the Synchronized



Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits accrued,
provided that for condensing combustion turbines, Synchronized Reserve credits will be netted
against the total Operating Reserve credits accrued during each hour the unit operates in
condensing and generation mode.

(h) The cost of Operating Reserves for the Real-time Energy Market for each
Operating Day, except those associated with the scheduling of units for Black Start service or
testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, shall be allocated and
charged to each Market Participant in proportion to the sum of the absolute values of its (1) load
deviations (net of operating Behind The Meter Generation) from the Day-ahead Energy Market
in megawatt-hours during that Operating Day, except as noted in subsection (h)(ii) below and in
the PJIM Manuals; (2) generation deviations (not including deviations in Behind The Meter
Generation) from the Day-ahead Energy Market for non-dispatchable generation resources,
including External Resources, in megawatt-hours during the Operating Day; (3) deviations from
the Day-ahead Energy Market for bilateral transactions from outside the PJM Region for
delivery within such region in megawatt-hours during the Operating Day; and (4) deviations of
energy sales from the Day-ahead Energy Market from within the PJM Region to load outside
such region in megawatt-hours during that Operating Day, but not including its bilateral
transactions that are Dynamic Transfers to load outside such region pursuant to Section 1.12.

The costs associated with scheduling of units for Black Start service or testing of Black Start
Units shall be allocated by ratio share of the monthly transmission use of each Network Customer
or Transmission Customer serving Zone Load or Non-Zone Load, as determined in accordance with
the formulas contained in Schedule 6A of the PJM Tariff.

Notwithstanding section (h)(1) above, as more fully set forth in the PJM Manuals, load
deviations from the Day-ahead Energy Market shall not be assessed Operating Reserves charges
to the extent attributable to reductions in the load of Price Responsive Demand that is in response
to an increase in Locational Marginal Price from the Day-ahead Energy Market to the Real-time
Energy Market and that is in accordance with a properly submitted PRD Curve.

Deviations that occur within a single Zone shall be associated with the Eastern or Western
Region, as defined in Section 3.2.3(q) of this Schedule, and shall be subject to the regional
balancing Operating Reserve rate determined in accordance with Section 3.2.3(q). Deviations at
a hub shall be associated with the Eastern or Western Region if all the buses that define the hub
are located in the region. Deviations at an Interface Pricing Point shall be associated with
whichever region, the Eastern or Western Region, with which the majority of the buses that
define that Interface Pricing Point are most closely electrically associated. If deviations at
interfaces and hubs are associated with the Eastern or Western region, they shall be subject to the
regional balancing Operating Reserve rate. Demand and supply deviations shall be based on
total activity in a Zone, including all aggregates and hubs defined by buses that are wholly
contained within the same Zone.

The foregoing notwithstanding, netting deviations shall be allowed in accordance with the
following provisions:



() Generation resources with multiple units located at a single bus shall be
able to offset deviations in accordance with the PJM Manuals to determine the net
deviation MW at the relevant bus.

(i) Demand deviations will be assessed by comparing all day-ahead demand
transactions at a single transmission zone, hub, or interface against the real-time demand
transactions at that same transmission zone, hub, or interface; except that the positive
values of demand deviations, as set forth in the PJM Manuals, will not be assessed
Operating Reserve charges in the event of a Primary Reserve or Synchronized Reserve
shortage in real-time or where PJM initiates the request for emergency load reductions in
real-time in order to avoid a Primary Reserve or Synchronized Reserve shortage. The
scheduled megawatt-hour withdrawal at the specified sink for an accepted Decrement Bid
or Up-To Congestion Transaction are included in the determination of demand
deviations. Bilateral transactions inside the PJM Region, as defined in section 1.7.10 of
this Schedule, will not be included in the determination of demand deviations.

(iii)  Supply deviations will be assessed by comparing all day-ahead
transactions at a single transmission zone, hub, or interface against the real-time
transactions at that same transmission zone, hub, or interface. . The scheduled megawatt-
hour injection at the specified source for an accepted Increment Offer or Up-To
Congestion Transaction are included in the determination of supply deviations. Bilateral
transactions inside the PJM Region, as defined in section 1.7.10 of this Schedule, will not
be included in the determination of supply deviations.
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