Proposed Tariff Changes — Current Effective Tariff

OATT Tariff Definition
"Flexible Resource" shall mean a generating resource that must have all available energy schedules
specify a combined Startup Time and Notification Time of less than or equal to two hours; and a

Minimum Run Time of less than or equal to two hours.

1.10 Scheduling. 1.10.2 Pool-scheduled Resources.

Pool-scheduled resources are those resources for which Market Participants submitted offers to sell
energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead Energy Market,
which the Office of the Interconnection scheduled in the Day-ahead Energy Market as well as generators
committed by the Office of the Interconnection subsequent to the Day-ahead Energy Market. Such
resources shall be committed to provide energy in the real-time dispatch unless the schedules for such
units are revised pursuant to section 1.10.9 below or Tariff, Attachment K-Appendix, section 1.11. Pool-
scheduled resources shall be governed by the following principles and procedures.

(a) Pool-scheduled resources shall be selected by the Office of the Interconnection on the basis of the
prices offered for energy and demand reductions and related services, whether the resource is expected
to be needed to maintain system reliability during the Operating Day, Start-up Costs, No-load Costs and
cancellation fees, and the specified operating characteristics, offered by Market Sellers to the Office of
the Interconnection by the offer deadline specified in section 1.10.1A above. Hydropower units can only
be pool-scheduled if they are pumped storage units and scheduled by the Office of the Interconnection
pursuant to the hydro optimization tool in the Day-ahead Energy Market.

(b) A resource that is scheduled by a Market Participant to support a bilateral sale, or that is self-
scheduled by a Generating Market Buyer, shall not be selected by the Office of the Interconnection as a
pool-scheduled resource except in an Emergency.

(c) Market Sellers offering energy from hydropower or other facilities with fuel or environmental
limitations may submit data to the Office of the Interconnection that is sufficient to enable the Office of
the Interconnection to determine the available operating hours of such facilities.

(d) The Market Seller of a resource selected as a pool-scheduled resource shall receive payments or
credits for energy, demand reductions or related services, or for Start-up Costs and No-load Costs, from
the Office of the Interconnection on behalf of the Market Buyers in accordance with Tariff, Attachment
K-Appendix, section 3. Alternatively, the Market Seller shall receive, in lieu of Start-up Costs and No-
load Costs, its actual costs incurred, if any, up to a cap of the resource's Start-up Costs, if the Office of
the Interconnection cancels its selection of the resource as a pool-scheduled resource and so notifies
the Market Seller before the resource is synchronized.

(e) Market Participants shall make available their pool-scheduled resources to the Office of the
Interconnection for coordinated operation to supply the Operating Reserves needs of the
applicable Control Zone.

(f) Economic Load Response Participants offering to reduce demand shall specify: (i) the amount of the
offered curtailment, which must equal or exceed 0.1 megawatts, in minimum increments of 0.1



megawatts; (ii) the real-time Locational Marginal Price above which the end-use customer will reduce
load; and (iii) at the Economic Load Response Participant's option, shut-down costs associated with
reducing load, including direct labor and equipment costs, opportunity costs, and/or a minimum number
of contiguous hours for which the load reduction must be committed. Economic Load

Response Participants submitting offers to reduce demand in the Day-ahead Energy Market and/or

the Real-time Energy Market may establish an incremental offer curve, provided that such offer curve
shall be limited to ten price pairs (in MWs). Economic Load Response Participants offering to reduce
demand shall also indicate the hours that the demand reduction is not available.

(g) Flexible Resources that are either combustion turbine or diesel resources with a pool-scheduled Day-
ahead Energy market commitment are expected to wait for PJM dispatch instructions prior to running in
real-time.

3.2.3 Operating Reserves.

(f) A Market Seller of a unit not defined in subsection (f-1), (f-2), or (f-4) hereof (or self-scheduled, if
operating according to Tariff, Attachment K-Appendix, section 1.10.3(c) hereof), the output of which is
reduced or suspended at the request of the Office of the Interconnection due to a transmission
constraint or other reliability issue, and for which the real-time LMP at the unit's bus is higher than the
unit's offer corresponding to the level of output requested by the Office of the Interconnection (as
indicated either by the desired MWs of output from the unit determined by PJM's unit dispatch system
or as directed by the PJM dispatcher through a manual override), shall be credited for each Real-time
Settlement Interval in an amount equal to the product of (A) the LOC Deviation times (B) the Locational
Marginal Price at the generation bus for the generating unit, minus (C) the Total Lost Opportunity

Cost Offer, provided that the resulting outcome is greater than $0.00. This equation is represented as
(A*B) - C. If the Office of the Interconnection declares a Market Suspension, per Operating
Agreement, Schedule 1, section 1.11.6, where the suspension is greater than twenty-four (24)
consecutive hours, resources will not be compensated for lost opportunity costs.

(f-1) With the exception of Market Sellers of Flexible Resources that submit a Real-time Offer greater
than their resource's Committed Offer in the Day-ahead Energy Market, a Market Seller of a resource of
a-Flexible-Resouree-not expected to run in real-time unless scheduled by PJM as described in Tariff,
Attachment K-Appendix, section 1.10.2(g) that qualifies as a Flexible Resource for their Day-ahead
Energy Market commitment period shall be compensated for lost opportunity cost, and shall be limited
to the lesser of the unit's Economic Maximum or the unit's Generation Resource Maximum Output, if
either of the following conditions occur:

(i) if the unit output is reduced at the direction of the Office of the Interconnection and the real time
LMP at the unit's bus is higher than the unit's offer corresponding to the level of output requested by
the Office of the Interconnection (as directed by the PJM dispatcher), then the Market Seller shall be

credited in a manner consistent with that described in section 3.2.3(f).

(ii) If the unit is scheduled to produce energy in the Day-ahead Energy Market for a Day-ahead
Settlement Interval, but the unit is not called on by the Office of the Interconnection and does not
operate in the corresponding Real-time Settlement Interval(s), then the Market Seller shall be credited
in an amount equal to the higher of:



1) the product of (A) the amount of megawatts committed in the Day-ahead Energy Market for the
generating unit, and (B) the Real-time Price at the generation bus for the generating unit, minus the sum
of (C) the Total Lost Opportunity Cost Offer plus No-load Costs, plus (D) the Start-up Cost, divided by
the Real-time Settlement Intervals committed for each set of contiguous hours for which the unit was
scheduled in Day-ahead Energy Market. This equation is represented as (A*B) - (C+D). The startup cost,
(D), shall be excluded from this calculation if the unit operates in real time following the Office of the
Interconnection's direction during any portion of the set of contiguous hours for which the unit was
scheduled in Day-ahead Energy Market, or

2) the Real-time Price at the unit's bus minus the Day-ahead Price at the unit's bus, multiplied by the
number of megawatts committed in the Day-ahead Energy Market for the generating unit.

(f-2) A Market Seller of a hydroelectric resource that is pool-scheduled (or self-scheduled, if operating
according to Tariff, Attachment K-Appendix, section 1.10.3(c) hereof), the output of which is altered at
the request of the Office of the Interconnection from the schedule submitted by the owner, due to a
transmission constraint or other reliability issue, shall be compensated for lost opportunity cost in the
same manner as provided in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM Manuals.

(f-3) If a Market Seller believes that, due to specific pre-existing binding commitments to which it is a
party, and that properly should be recognized for purposes of this section, the above calculations do not
accurately compensate the Market Seller for opportunity cost associated with following PJM dispatch
instructions and reducing or suspending a unit's output due to a transmission constraint or other
reliability issue, then the Office of the Interconnection, the Market Monitoring Unit and the individual
Market Seller will discuss a mutually acceptable, modified amount of opportunity cost compensation,
taking into account the specific circumstances binding on the Market Seller. Following such discussion, if
the Office of the Interconnection accepts a modified amount of opportunity cost compensation, the
Office of the Interconnection shall invoice the Market Seller accordingly. If the Market Monitoring Unit
disagrees with the modified amount of opportunity cost compensation, as accepted by the Office of the
Interconnection, it will exercise its powers to inform the Commission staff of its concerns.

(f-4) A Market Seller of a wind generating unit that is pool-scheduled or self-scheduled, has SCADA
capability to transmit and receive instructions from the Office of the Interconnection, has provided data
and established processes to follow PJM basepoints pursuant to the requirements for wind generating
units as further detailed in this Agreement, the Tariff and the PJM Manuals, and which is operating as
requested by the Office of the Interconnection, the output of which is reduced or suspended at the
request of the Office of the Interconnection due to a transmission constraint or other reliability issue,
and for which the, real-time LMP at the unit's bus is higher than the unit's offer corresponding to the
level of output requested by the Office of the Interconnection (as indicated either by the desired MWs
of output from the unit determined by PJM's unit dispatch system or as directed by the PJM dispatcher
through a manual override), shall be credited for each Real-time Settlement Interval in an amount equal
to the product of (A) the LOC Deviation times (B) the Real-time Price at the generation bus for the
generating unit, minus (C) the Total Lost Opportunity Cost Offer, provided that the resulting outcome is
greater than $0.00. This equation is represented as (A*B) - C.



Proposed Tariff Changes — Approved, but not yet effective, language for
Uplift Reform

New Section 3.2.3 (e-2)

During Real-time Settlement Intervals where a Flexible Resource that is not expected to run in real-time
unless scheduled by PJM as described in Tariff, Attachment K-Appendix, section 1.10.2(g) is self-
scheduled and was committed by the Office of the Interconnection in the Day-ahead Energy Market for
the same Real-time Settlement Interval, the above calculation will use the Tracking Balancing Net
Revenues that the resource would have received if it had followed PJM real-time commitment
instructions and remained offline; provided that if the unit is taken over by company to run as self-
scheduled prior to the Minimum Run Time of a pool scheduled commitment elapsing, this shall only
apply to those Real-time Settlement Intervals beyond the Minimum Run Time.

Section 3.2.3 (0)
A generation resource shall not be assessed deviations in a Real-time Settlement Interval if any of the
following conditions occur for that interval:

e The resource is assigned pool-scheduled Regulation.

e The resource is assigned pool-scheduled Real-time Synchronized Reserves as a synchronous
condenser.

e The resource is assigned pool-scheduled Real-time Secondary Reserves as a synchronous
condenser.

e The resource is assigned pool-scheduled Real-time Non-Synchronized Reserves.

e The resource is assigned Real-time Synchronized Reserves and responded during a Synchronized
Reserve Event.

e Flexible Resources that are committed in the Day-ahead Energy Market and are not expected to
run in real-time unless scheduled by PJM as described in Tariff, Attachment K-Appendix, section
1.10.2(g) ane-that are not committed by the Office of the Interconnection in the Real-time
Energy Market and the resource is offline.

e The resource is manually dispatched by the Office of the Interconnection and the manual
instruction is not reflected in the Tracking Ramp Limited Desired MWh.



