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é/ CT Rule

e At the July 2022 MIC meeting, PJM and the IMM recommended removing
the special treatment CTs receive in the calculation of balancing operating
reserve make whole credits.

 Resources are made whole to the lesser of their Actual MW or Desired MW.
CTs are the exception to this rule.

— CTs are always made whole to their actual MW, regardless of how well they follow
dispatch (the “CT Rule”).

— While this special treatment made sense at the time of implementation, it is no longer
warranted. CTs now have sufficient flexibility to be treated in the same manner as
other resources.
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https://pjm.com/-/media/committees-groups/committees/mic/2022/20220713/item-11a---desired-mw-changes.ashx

é/ Impact of Removal of CT Rule

 Removing the CT Rule will provide CTs with a stronger incentive to follow
PJM’s dispatch signal — a core principle in the approved issue charge.

— They will no longer be guaranteed cost recovery for any MW produced in excess of
what is desired by PJM.

— They will become subject to deviation charges for any output that deviates from the
Desired MW.

« Simulations show the CT Rule has a significant impact on the level of uplift
payments

— Uplift payments to CTs were a total of $1.3M or ~10% lower over the 8 highest CT
uplift days in the summer of 2021 when recalculated without the CT Rule.
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é/ Narrow Scope

 The removal of the CT Rule is a targeted change that can be
quickly and easily implemented.

— The CT Rule is codified in a single sentence in Manual 28.
* No tariff/OA revision required

— lItis a simple change in the Settlements system.
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_ Proposed Manual Revision
é/ M28, Section 5.2.1, page 42

. PJM determines the resource’s five minute interval Operating Reserve Desired MW based on its ramp-limited desired MW or UDS
basepoint MW, when available. If available, UDS basepoint MW is used when 1.) the UDS basepoint MW are less than or equal to
the ramp-limited desired MW or 2.) the UDS basepoint MW is greater than the ramp-limited desired MW and the resource’s Real-
time MW is greater than the ramp-limited desired MW.

. PJM determines the resource’s percent off dispatch for each five minute interval as the lesser of the difference between the
resource’s Real-time MW and the UDS basepoint MW or the Real-time MW and the ramp-limited desired MW, if available. UDS
LMP desired MW is used to calculate a resource’s percent off dispatch when 1.) data is unavailable due to technical difficulties or
2.) a resource’s real-time economic minimum is greater than its day-ahead economic minimum by 5% or 5 MW, whichever is
greater, or its real-time economic maximum is less than its day-ahead economic maximum 5% or SMW, whichever is lower.

. If the resource’s UDS basepoint MW and ramp-limited desired MW are not available or the percent off dispatch is greater than
20%, PJM determines the resource’s five minute interval UDS LMP Desired MW based on its dispatch rate, applicable schedule’s
offer data, where the applicable schedule’s offer is the Final Offer and minimum and maximum energy limits for that five minute
interval. For steam units, the lesser of the day-ahead scheduled and real-time economic minimum limits and the greater of the day-

ahead scheduled and real-time economlc maX|mum limits are used Ee%embusﬂenlu@ne—um%s—eperaﬂng—a{—%#d#eenen—the

. PJM calculates the resource’s five minute interval real-time energy offer amount based on its appllcable schedule’s offer data,
where the applicable schedule’s offer is lesser of the Committed Offer and the Final Offer, and its Real-time MW for that five minute
interval. However, for any five minute interval where the resource’s Real-time MW is greater than 110% of its Operating Reserve
Desired MW, Operating Reserve Desired MW is used to determine the five minute interval real-time energy offer amount.
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é/ Proposal

 PJM and the IMM recommend moving forward with the Manual
28 revisions to remove the CT Rule in advance of other changes
that may stem from this issue charge.

September 2022  MIC and MRC First Reads
October 2022 MIC endorsement, MRC approval
November 2022 | Implementation
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épjm Work Plan for Remainder of Matrix

The remainder of the issues raised under the issue charge are
more complex in nature and will benefit from discussion at special
sessions of the MIC.

 Monthly special sessions could start as early as mid-October 2022

 Time on the September MIC agenda can be used to provide education on one or two of the
more separable design components in the matrix

2b MW and revenue used in defining the VALUE that offsets costs to be made whole

2c Handling of Negative RT LMPs

Are stakeholders supportive of this approach?
- Move proposal to remove the CT Rule to a vote
- Continue discussion of remaining issues at MIC special sessions
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