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888 First Street, N.E. 

Washington, D.C. 20426-0001 

Re: PJM Interconnection, L.L.C., Docket No. ER22-____-000 

Governing Document Enhancements and Clarifications Tariff and Operating 

Agreement Revisions  

Dear Secretary Bose, 

Pursuant to Section 205 of the Federal Power Act (“FPA”),1 and Part 35 of the Federal 

Energy Regulatory Commission’s (“Commission”) Regulations,2 PJM Interconnection, L.L.C. 

(“PJM”) hereby submits for filing non-substantive, clerical, ministerial, and substantive revisions 

to correct, clarify, and/or make consistent certain provisions of the PJM Open Access Transmission 

Tariff (“Tariff”) and the Amended and Restated Operating Agreement of PJM Interconnection, 

L.L.C. (“Operating Agreement”) and ensure that previously accepted definitions are reflected

Tariff.3  PJM respectfully requests that the Commission accept the enclosed revisions with an 

effective date of January 29, 2022.   

I. BACKGROUND

In the last several years, PJM has used its Governing Documents Enhancement and

Clarifications Subcommittee (“GDECS”) stakeholder process as the primary vehicle to effectuate 

1 16 U.S.C. § 824d (2020). 

2 18 C.F.R. Part 35 (2020). 

3 The Tariff and Operating Agreement are located under PJM’s “Intra-PJM Tariffs” eTariff title, available here: 

https://etariff.ferc.gov/TariffBrowser.aspx?tid=1731. Terms not otherwise defined herein shall have the same meaning 

as set forth in the Tariff, Operating Agreement, and the RAA. 

486



Honorable Kimberly D. Bose 

November 29, 2021 

Page 2  

 

review of its Governing Documents to ensure that provisions are clear, consistent, and accurately 

reflect PJM’s practices and procedures.  To date, PJM has submitted several filings to correct and 

clarify definitions and provisions identified via GDECS that were ambiguous, incorrect, or 

required additional detail, which the Commission has accepted.4 

In establishing GDECS, PJM and its stakeholders intended to utilize the GDECS process 

as a means to continually review and make non-controversial substantive and non-substantive 

revisions to the Governing Documents.5  Through these ongoing efforts, PJM has identified a 

number of additional revisions that will help clarify and/or reflect previously filed and accepted 

revisions to PJM’s Governing Documents, thereby decreasing the likelihood of compliance 

violations through misinterpretation or ambiguity in the language of a given provision.  Other 

proposed revisions will correct or remove language that does not accurately describe the current 

processes that PJM utilizes or is no longer applicable, in an effort to eliminate inconsistencies 

between provisions within the Governing Documents or otherwise bring the Governing Document 

up to date.   

II. PROPOSED REVISIONS 

The revisions proposed herein remove obsolete provisions and terms, eliminate ambiguity, 

modify incorrect references, correct formatting errors, reincorporate revisions that the Commission 

                                                      

4 See, e.g., PJM Interconnection L.L.C., Delegated Letter Order, Docket No. ER19-744-000 (Feb. 4, 2019); PJM 

Interconnection L.L.C., Delegated Letter Order, Docket No. ER18-1528-000 (June 25, 2018); PJM Interconnection, 

L.L.C., Delegated Letter Order, Docket No. ER17-1372-000 (May 17, 2017); PJM Interconnection, L.L.C., Delegated 

Letter Order, Docket No. ER16-1737-000 (June 20, 2016); PJM Interconnection, L.L.C., 155 FERC ¶ 61,303 (2016) 

(accepting all proposed revisions except one); and PJM Interconnection L.L.C., Delegated Letter Order, Docket No. 

ER19-2799-000 (October 9, 2020). 

5 See PJM, GDECS Charter, at https://www.pjm.com/-/media/committees-

groups/subcommittees/gdecs/20151023/20151023-charter.ashx?la=en (indicating that meetings will be held as 

needed and that expected duration of the work of the subcommittee to be “indefinite.”)   

 

https://www.pjm.com/-/media/committees-groups/subcommittees/gdecs/20151023/20151023-charter.ashx?la=en
https://www.pjm.com/-/media/committees-groups/subcommittees/gdecs/20151023/20151023-charter.ashx?la=en
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has previously accepted but which are not reflected in the posted versions of the governing 

documents, and otherwise clarify provisions or remove obsolete provisions.  For ease of review of 

the proposed revisions, PJM has provided a table appended hereto as Attachment C, which 

describes the proposed revisions, the Governing Document in which the revision is being made, 

the current language, and the rationale for making the referenced changes.   

III.  STAKEHOLDER PROCESS 

PJM worked with its stakeholders through the GDECS between April 2021 and September 

2021 to review changes that were needed to PJM’s Governing Documents.  PJM discussed the 

proposed revisions and associated rationale for each of the items listed on the enclosed table with 

stakeholders in the GDECS during this timeframe, and modified some of the proposed revisions 

based on stakeholder feedback.  The proposed revisions were then presented to, and discussed 

with, the PJM Markets and Reliability Committee (“MRC”) and Members Committee (“MC”) 

between June and September 2021.  The MRC endorsed the revisions by acclamation with no 

objections and no abstentions at its July 28, 2020 meeting.  The MC endorsed the revisions with 

no objections and no abstentions at its September 29, 2021 meeting.6 

IV.  PROPOSED EFFECTIVE DATE 

 PJM respectively requests that the Commission accept the enclosed revisions to the PJM 

Tariff, Operating Agreement, and RAA, effective January 29, 2022.   

V. DESCRIPTION OF SUBMITTAL 

This filing consists of the following:   

1. This transmittal letter; 

 

                                                      

6 There was no MC meeting in August 2021. 
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2. Electronic versions of the revisions to the Tariff and Operating Agreement in 

 marked (showing the changes) form (as Attachment A);  

 

3. Electronic versions of the revisions to the Tariff and Operating Agreement in clean 

 form (as Attachment B); and 

 

4. A chart describing the proposed Tariff and Operating Agreement revisions in detail 

 (as Attachment C).   

 

VI. CORRESPONDENCE 

 The following individuals are designated for inclusion on the official service list in this 

proceeding and for receipt of any communications regarding this filing: 

Steven R. Pincus 

Assistant General Counsel 

PJM Interconnection, L.L.C. 

2750 Monroe Boulevard 

Audubon, Pennsylvania 19403 

(610) 666-4370 

steven.pincus@pjm.com  

Craig Glazer  

Vice President - Federal Government Policy  

PJM Interconnection, L.L.C. 

1200 G Street, N.W, Suite 600 

Washington, D.C. 20005 

(202) 423-4743 

craig.glazer@pjm.com 

 

VII. SERVICE 

PJM has served a copy of this filing on all PJM Members and on all state utility regulatory 

commissions in the PJM Region by posting this filing electronically.  In accordance with the 

Commission’s regulations,7 PJM will post a copy of this filing to the FERC filings section of its 

internet site, located at the following link:  http://www.pjm.com/documents/ferc-manuals/ferc-

filings.aspx  with a specific link to the newly-filed document, and will send an e-mail on the same 

date as this filing to all PJM Members and all state utility regulatory commissions in the PJM 

Region8 alerting them that this filing has been made by PJM and is available by following such 

link.  If the document is not immediately available by using the referenced link, the document will 

                                                      

7  See 18C.F.R §§ 35.2(e) and 385.2010(f)(3). 

8 PJM already maintains, updates and regularly uses e-mail lists for all PJM Members and affected state commissions. 

http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx
http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx


Honorable Kimberly D. Bose 

November 29, 2021 

Page 5  

 

be available through the referenced link within 24 hours of the filing.  Also, a copy of this filing 

will be available on the FERC’s eLibrary website located at the following link: 

http://www.ferc.gov/docs-filing/elibrary.asp in accordance with the Commission’s regulations and 

Order No. 714. 

VIII. CONCLUSION 

 For the reasons discussed herein, PJM respectfully requests that the Commission accept 

the enclosed revisions to the PJM Tariff and Operating Agreement effective January 29, 2022.   

        Respectfully submitted, 

 

 

 

Craig Glazer 

Vice President–Federal Government Policy 

PJM Interconnection, L.L.C. 

1200 G Street, N.W., Suite 600 

Washington, D.C. 20005 

(202) 423-4743 (phone) 

(202) 393-7741 (fax) 

craig.glazer@pjm.com 

 

 

/s/ Steven R. Pincus 

 

Steven R. Pincus 

Associate General Counsel 

PJM Interconnection, L.L.C. 

2750 Monroe Blvd. 

Audubon, PA 19403 

(610) 666-4370 (phone) 

(610) 666-8211 (fax) 
steven.pincus@pjm.com 

  

  

 

http://www.ferc.gov/docs-filing/elibrary.asp
mailto:craig.glazer@pjm.com
mailto:steven.pincus@pjm.com
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SCHEDULE 6A 

Black Start Service 

 

References to section numbers in this Schedule 6A refer to sections of this Schedule 6A, unless 

otherwise specified. 

 

To ensure the reliable restoration following a shut down of the PJM transmission system, Black 

Start Service is necessary to facilitate the goal of complete system restoration.  Black Start 

Service enables the Transmission Provider to designate specific generators called Black Start 

Units whose location and capabilities are required to re-energize the transmission system 

following a system-wide blackout.  The Transmission Provider shall administer the provision of 

Black Start Service.  PJMSettlement shall be the Counterparty to the purchases and sales of 

Black Start Service.   

 

TRANSMISSION CUSTOMERS 

 

1. All Transmission Customers and Network Customers must obtain Black Start Service 

through the Transmission Provider, with PJMSettlement as the Counterparty, pursuant to this 

Schedule 6A.  

 

PROVISION OF BLACK START SERVICE 

2. A Black Start Unit is a generating unit that has equipment enabling it to start without an 

outside electrical supply or a generating unit with a high operating factor (subject to 

Transmission Provider concurrence) with the demonstrated ability to automatically remain 

operating, at reduced levels, when disconnected from the grid.  A Black Start Unit shall be 

considered capable of providing Black Start Service only when it meets the criteria set forth in 

the PJM manuals.  The expected life of the Black Start Unit shall take into consideration 

expectations regarding both the enabling equipment and the generation unit itself. 

 

3. A Black Start Plant is a generating plant that includes one or more Black Start Units.  A 

generating plant with Black Start Units electrically separated at different voltage levels will be 

considered multiple Black Start Plants.   

 

4. The Transmission Provider is responsible for developing a coordinated and efficient 

system restoration plan that identifies all of the locations where Black Start Units are needed.  

The PJM Manuals shall set forth the criteria and process for selecting or identifying the Black 

Start Units necessary to commit to providing Black Start Service at the identified locations. No 

Black Start Unit shall be eligible to recover the costs of providing Black Start Service in the PJM 

Region unless it agrees to provide such service for a term of commitment established under 

section 5, 6, or 6A below. 

 

5. Owners of Black Start Units selected to provide Black Start Service in accordance with 

Schedule 6A, section 4 and electing to forego any recovery of new or additional Black Start 

Capital Costs shall commit to provide Black Start Service from such Black Start Units for an 

initial term of no less than two years and authorize the Transmission Provider to resell Black 

Start Service from its Black Start Units.  The term commitment shall continue to extend until the 
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Black Start Unit owner or the Transmission Provider provides written, one-year advance notice 

of its intention to terminate the commitment or the commitment is involuntarily terminated 

pursuant to section 15 of this Schedule 6A.  Black Start Units that are selected to provide Black 

Start Service after June 6, 2021, pursuant to Schedule 6A, section 6 that subsequently transition 

from the Capital Cost Recovery Rate to the Base Formula Rate shall have a lifetime commitment 

and can only terminate for the reason specified in Schedule 6A, section 6(ii). 

 

6. (i)  Owners of Black Start Units selected to provide Black Start Service prior to June 6, 

2021, in accordance with section 4 of this Schedule 6A and electing to recover new or additional 

Black Start Capital Costs shall commit to provide Black Start Service from such Black Start 

Units for a term based upon the age of the Black Start Unit or the longest expected life of the 

Incremental Black Start Capital Cost, as set forth in the applicable CRF Table in section 18 of 

this Schedule 6A.  For those Black Start Units that elect to recover new or additional Black Start 

Capital Costs in addition to a prior, FERC-approved cost recovery rate, the applicable 

commitment period shall be the longer of the FERC-approved recovery period or the applicable 

term of commitment as set forth in the CRF Table in section 18 of this Schedule 6A.  The 

Transmission Provider may terminate the commitment with one year advance notice of its 

intention to the Black Start Unit owner, but the Black Start Unit owner shall be eligible to 

recover any amount of unrecovered Fixed Black Start Service Costs over a period not to exceed 

five years.  A Black Start Unit owner may terminate the provision of Black Start Service with 

one year advance notice and consent of the Transmission Provider (or its commitment period 

may be involuntarily terminated pursuant to the section 15 below).  Such Black Start Unit shall 

forego any otherwise existing entitlement to future revenues collected pursuant to this Schedule 

6A and fully refund any amount of the Black Start Capital Costs recovered under a FERC-

approved rate (recovered on an accelerated basis pursuant to the provisions of section 17(i) of 

this Schedule 6A) in excess of the amount that would have been recovered pursuant to section 18 

of this Schedule 6A during the same period.  At the conclusion of the term of commitment 

established under this section 6 of this Schedule 6A, a Black Start Unit shall commence a new 

term of commitment under either section 5 or 6 of this Schedule 6A, as applicable. 

 

 (ii)  Owners of Black Start Units selected to provide Black Start Service after June 6, 

2021, in accordance with Schedule 6A, section 4 and electing to recover new or additional Black 

Start Capital Costs shall commit to provide Black Start Service from such Black Start Units for 

an initial capital recovery period based upon the age of the Black Start Unit plus the remaining 

life of the Black Start equipment.  For those Black Start Units that elect to recover new or 

additional Black Start Capital Costs in addition to a prior, FERC-approved cost recovery rate, the 

applicable commitment period shall be the longer of the FERC-approved recovery period or the 

initial capital recovery period based upon the age of the Black Start Unit plus the remaining life 

of the Black Start equipment.   

 

The Transmission Provider may terminate the commitment with one year advance notice of its 

intention to the Black Start Unit owner, but  the Black Start Unit owner shall be eligible to 

recover  any amount of unrecovered Fixed Black Start Service Costs over a period not to exceed 

five years.  A Black Start Unit owner may terminate the provision of Black Start Service with 

one year advance notice and consent of the Transmission Provider (or its commitment period 

may be involuntarily terminated pursuant to the section 15 below), provided the Black Start 
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Unit’s owner demonstrates to the satisfaction of the Transmission Provider at least one of the 

following reasons for such termination apply: 

 

a. Black Start Unit retirement or deactivation with at least one year’s notice; 

 

b. Expiration of a state, federal, or other governmental agency permit(s) required for 

Black Start Service with at least one year’s notice; or 

 

c. Additional capital is required by the Black Start Unit owner to maintain Black 

Start Service capability (in which case, the Black Start Unit will apply for Black 

Start Service selection in accordance with the procedures set forth in Manual 12 

and only continue to provide Black Start Service if selected for Black Start 

Service by the Transmission Provider). 

 

Such Black Start Unit shall forego any otherwise existing entitlement to future revenues 

collected pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital 

Costs recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 

provisions of section 17(i) of this Schedule 6A) in excess of the amount that would have been 

recovered pursuant to Schedule 6A, section 18 during the same period.   

 

6A. Black Start Units which are owned or contracted for by a Transmission Owner to provide 

Black Start Service as a result of the black start reliability backstop process defined in the PJM 

Manuals, shall be subject to cost recovery through such Transmission Owner’s annual revenue 

requirement under such Transmission Owner’s Tariff, Attachment H, as filed with, and accepted 

by, FERC under Section 205 of the Federal Power Act and in accordance with Tariff, Part I, 

section 9, or through such other cost recovery mechanism, provided that such cost recovery 

mechanism is filed with and accepted by FERC.  The relevant Transmission Owner shall commit 

to provide, or effectuate the provision of, Black Start Service from such a Black Start Unit for 

the FERC-approved cost recovery period.  The Transmission Provider may terminate the 

commitment with one year advance notice of its intention to the Transmission Owner.  Provision 

of Black Start Service from a Black Start Unit obtained through the black start reliability 

backstop process defined in the PJM Manuals shall be subject to sections 7 through 13 of this 

Schedule 6A.  The Revenue Requirements, Credits, and Charges provisions contained in sections 

16 through 27 of this Schedule 6A, shall not apply to Black Start Units obtained as a result of the 

black start reliability backstop process defined in the PJM Manuals. 

 

6B. In the event that a Black Start Unit fails to fulfill its commitment established under 

section 5 to provide Black Start Service, receipt of any Black Start Service revenues associated 

with the non-performing Black Start Unit shall cease and, for the period of the unit’s non-

performance, the Black Start Unit owner shall forfeit the Black Start Service revenues associated 

with the non-performing Black Start Unit that it received or would have received had the Black 

Start Unit performed, not to exceed revenues for a maximum of one year. 

 

In the event that a Black Start Unit fails to fulfill its commitment established under section 6 

above, such unit shall forego any otherwise existing entitlement to future revenues collected 

pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital Costs 
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recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 

provisions of section 17(i) of this Schedule 6A)  in excess of the amount that would have been 

recovered pursuant to section 18 of this Schedule 6A during the same period, but such unit 

remains eligible to establish a new commitment under section 5 or 6 of this Schedule 6A.  

Provided, however, Black Start Units that are selected to provide Black Start Service after June 

6, 2021, pursuant to Schedule 6A, section 6 that subsequently transition from the Capital Cost 

Recovery Rate to the Base Formula Rate shall have a lifetime commitment and can only 

terminate for a reason specified in Schedule 6A, section 6(ii). 

 

Performance Standards and Outage Restrictions  

 

7. In addition to the performance capabilities set forth in the PJM Manuals, Black Start 

Units must have the capabilities listed below.  These capabilities must be demonstrated in 

accordance with the criteria set forth in the PJM manuals and will remain in effect for the 

duration of the commitment to provide Black Start Service.  

 

a. A Black Start Unit must be able to close its output circuit breaker to a dead (de-

energized) bus within the time specified in the PJM Manuals. 

 

b. A Black Start Unit must be capable of maintaining frequency and voltage under 

varying load. 

 

c. A Black Start Unit must be able to maintain rated output for a period of time 

identified by each Transmission Owner’s system restoration requirements, in 

conjunction with the Transmission Provider. 

 

8. Each owner of Black Start Units or Black Start Plants must maintain procedures for the 

start-up of the Black Start Units. 

 

9. If a Black Start Unit is a generating unit with a high operating factor (subject to 

Transmission Provider concurrence) with the ability to automatically remain operating at 

reduced levels when disconnected from the grid, this ability must be demonstrated in accordance 

with the criteria set forth in the PJM manuals. 

 

10. No more than one Black Start Unit at a Black Start Plant may be subject to a Generator 

Planned Outage or Generator Maintenance Outage at any one time without written approval of 

the Transmission Provider and the Transmission Owner in the Zone receiving Black Start 

Service from the Black Start Plant.  This restriction excludes outages on common plant 

equipment that may make all units unavailable.  A Black Start Unit not selected for providing 

Black Start Service in accordance with this Schedule 6A, section 4 and the PJM Manuals may be 

substituted for a Black Start Unit that is subject to a Generator Planned Outage to permit a 

concurrent planned outage of another critical Black Start Unit at the same Black Start Plant.  The 

Black Start Unit used as a substitute shall not receive compensation for additional capital 

expenditures to qualify for Black Start Service, will not increase the current Black Start Unit 

capital recovery commitment period, must be connected at the same voltage level and cranking 

path, must be similar age as the current Black Start Unit, must provide equivalent Black Start 
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Unit Capacity, and must have had a valid annual test within the previous 13 months.  Black Start 

Unit substitutions may be permitted for reasons other than Generator Planned Outages if 

requested by the Black Start Unit owner and if approved by the Transmission Provider; provided, 

however, all requests for Black Start Unit substitutions must be supported by documentation and 

information demonstrating operational or technical reasons for the substitution satisfactory to the 

Transmission Provider and may only occur once within a 12-month period. 

 

11. Concurrent planned outages at multiple Black Start Plants within a zone may be restricted 

based on Transmission Owner requirements for Black Start Service availability.  Such 

restrictions must be predefined and approved by Transmission Provider in accordance with the 

PJM manuals. 

 

Testing 

 

12. To verify that they can be started and operated without being connected to the 

Transmission System, Black Start Units shall be tested annually in accordance with the Tariff 

and the PJM Manuals.  The Black Start Unit owner shall determine the time of the annual test.  

 

13. Compensation under this Schedule 6A for energy output delivered to the Transmission 

System during the annual test shall be provided for the Black Start Unit’s minimum run time at 

the higher of the unit’s cost-capped offer or real-time Locational Marginal Price plus start-up and 

no-load costs for up to two start attempts, if necessary.  For Black Start Units that are generating 

units with a high operating factor (subject to Transmission Provider’s concurrence) with  the 

ability to automatically remain operating at reduced levels when disconnected from the grid, an 

opportunity cost will be provided to compensate the unit for lost revenues during testing.   

 

14. All Black Start Units must have a successful annual test on record with the Transmission 

Provider within the preceding 13 months.  A Black Start Unit receiving revenues under Section 5 

or Section 6 above that does not have a successful annual test on record with the Transmission 

Provider within the preceding 13 months will not qualify to receive Black Start Service revenues. 

 

15. If a Black Start Unit fails the annual test, the unit may be re-tested within a ten-day 

period without financial penalty.  If the Black Start Unit does not successfully re-test within that 

ten-day period, monthly Black Start Service revenues under this Schedule 6A will be forfeited by 

that unit from the time of the first unsuccessful test until such time as the unit passes an annual 

test.  If the Black Start Unit owner does not make the necessary repairs to enable the Black Start 

Unit to pass the annual test within 90 days of the due date for the annual test pursuant to section 

14 above, the Black Start Unit will immediately cease to qualify as a Black Start Unit and, if 

applicable, will have failed to fulfill its commitment pursuant to section 5 or section 6 above, 

whichever is applicable, of this Schedule 6A and will be subject to the additional forfeiture of 

revenues set forth in section 6B of this Schedule 6A.  The 90 day period may be extended up to 1 

year by the Transmission Provider in accordance with the PJM Manuals. If the 90 day period is 

extended, the Black Start Unit owner will continue to forfeit all revenues starting in the month of 

the first failed test until the Black Start Unit has demonstrated to the Transmission Provider that 

a successful test has been completed.   
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Revenue Requirements 

 

16. A Black Start Unit Owner’s annual Black Start Service revenue requirement shall be the 

sum of the annual Black Start Service revenue requirements for each generator that is designated 

as providing Black Start Service and has provided the Transmission Provider with a calculation 

of its annual Black Start Service revenue requirements. A separate line item shall appear on the 

participants’ Transmission Provider bill for Black Start Service charges and credits. 

 

17.  Black Start Service revenue requirements for each Black Start Unit shall be based, at the 

election of the owner, on either (i) a FERC-approved rate for the recovery of the cost of 

providing such service for the entire duration of the commitment term set forth in either section 5 

or 6 of this Schedule 6A, as applicable, or (ii) the formula rates set forth in section 18 of this 

Schedule 6A for the commitment term set forth in section 5 or 6 of this Schedule 6A as 

applicable.  Each generator’s Black Start Service revenue requirements shall be an annual 

calculation.   

 

17A. Annual Review for all Black Start Units 

 

Requests for Black Start Service revenue requirements and for changes to the Black Start Service 

revenue requirements must be submitted to the Market Monitoring Unit for review and analysis, 

with supporting data and documentation, pursuant to Tariff, Attachment M–Appendix, section III 

and the PJM Manuals, with a copy to the Office of the Interconnection, by no later than May 3 of 

each year. The Market Monitoring Unit and the Black Start Unit owner shall attempt to come to 

agreement on the level of each component included in the Black Start Service revenue 

requirements by no later than May 14 of each year.  By no later than May 21 of each year, the 

Black Start Unit owner shall notify the Office of the Interconnection and the Market Monitoring 

Unit in writing whether it agrees or disagrees with the Market Monitoring Unit’s determination 

of the level of each component included in the Black Start Service revenue requirements.  The 

Black Start Unit owner may also submit Black Start Service revenue requirements that it chooses 

to the Office of the Interconnection by no later than May 21 of each year, provided that (i) it has 

participated in good faith with the process described in this section and in Tariff, Attachment M-

Appendix, section III (ii) the Black Start Service revenue requirements are no higher than the 

level defined in any agreement reached by the Black Start Unit owner and the Market 

Monitoring Unit that resulted from the foregoing process, and (iii) the Black Start Service 

revenue requirements are accepted by the Office of the Interconnection subject to the criteria set 

forth in the Tariff and PJM Manuals. 

 

The Office of the Interconnection shall determine whether to accept the values submitted by the 

Black Start Unit owner subject to the requirements of the Tariff and the PJM Manuals by no later 

than May 27. If the Office of the Interconnection does not accept the values submitted by the 

Black Start Unit owner in such case, the Black Start Unit owner may file its proposed values 

with the Commission for approval.  Pursuant to Tariff, Attachment M-Appendix, section III, if 

the Office of the Interconnection accepts the Black Start Service revenue requirements submitted 

by the Black Start Unit owner in such case, the Market Monitoring Unit may petition the 

Commission for an order that would require the Black Start Unit owner to utilize the values 

determined by the Market Monitoring Unit or the Office of the Interconnection or such other 
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values as determined by the Commission.  The annual calculation of Black Start Service revenue 

requirements shall become effective on June 1 of each year, except that no change to a Black 

Start Service revenue requirement shall become effective until the existing revenue requirement 

has been effective for at least twelve months.  Notwithstanding the foregoing, the deadlines set 

forth in this section 17 shall not apply to a Black Start Unit owner’s election to select a new 

method of recovery for its Fixed BSSC. 

 

17B. Initial Review for New Black Start Units 

 

Requests for new Black Start Service revenue requirements must be submitted to the Market 

Monitoring Unit for review and analysis, with supporting data and documentation, pursuant to 

Tariff, Attachment M–Appendix, section III and the PJM Manuals, with a copy to the Office of 

the Interconnection, by no later than 90 days after entering Black Start Service. The Market 

Monitoring Unit and the Black Start Unit owner shall attempt to come to agreement on the level 

of each component included in the Black Start Service revenue requirements by no later than 90 

days after the Black Start Unit owner’s submittal of final black start capital costs (if applicable), 

variable black start costs, and fuel storage cost documentation. By no later than 90 days of the 

Black Start Unit owner’s submittal of final black start cost documentation, the Market 

Monitoring Unit shall calculate the new Black Start Unit’s annual revenue requirement and 

submit it to the Office of the Interconnection and the Black Start Unit owner. If more than three 

Black Start Unit owners submit documentation within a 90-day period, the Market Monitoring 

Unit shall complete the review of the first three submittals within 90 days and the next set of 

three within the following three months and so on until all are complete. The Black Start Unit 

owner shall notify the Office of the Interconnection and the Market Monitoring Unit in writing if 

it disagrees with the Market Monitoring Unit’s determination of the level of any component 

included in the Black Start Service revenue requirements within 7 days after the Market 

Monitoring Unit’s submittal of the annual revenue requirement to the Office of the 

Interconnection. The Black Start Unit owner shall also submit Black Start Service revenue 

requirements that it proposes to the Office of the Interconnection provided that (i) it has 

participated in good faith with the process described in this section and in Tariff, Attachment M-

Appendix, section III; (ii) the Black Start Service revenue requirements are no higher than the 

level defined in any agreement reached by the Black Start Unit owner and the Market 

Monitoring Unit that resulted from the foregoing process; and (iii) the Black Start Service 

revenue requirements are accepted by the Office of the Interconnection subject to the criteria set 

forth in the Tariff and PJM Manuals. 

 

The Office of the Interconnection shall determine whether to accept the values submitted by the 

Black Start Unit owner subject to the requirements of the Tariff and the PJM Manuals by no later 

than 30 days after its receipt of the Black Start Unit owner’s written notice of a disagreement. If 

the Office of the Interconnection does not accept the values submitted by the Black Start Unit 

owner in such case, the Black Start Unit owner may file its proposed values with the 

Commission for approval. Pursuant to Tariff, Attachment M–Appendix, section III, if the Office 

of the Interconnection accepts the Black Start Service revenue requirements submitted by the 

Black Start Unit owner in such case, the Market Monitoring Unit may petition the Commission 

for an order that would require the Black Start Unit owner to utilize the values determined by the 

Market Monitoring Unit or the Office of the Interconnection or such other values as determined 
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by the Commission. The annual calculation of Black Start Service revenue requirements shall 

become effective the day the unit enters Black Start Service.  

 

18. The formula for calculating a generator’s annual Black Start Service revenue requirement 

is: 

 

{(Fixed BSSC) + (Variable BSSC) + (Training 

Costs) + (Fuel Storage Costs)} * (1 + Z) 

 

For units that have the demonstrated ability to operate at reduced levels when 

automatically disconnected from the grid, the formula is revised to: 

 

(Training Costs) * (1+ Z) 

  

Where: 

 

Fixed BSSC 

 

Black Start Units with a commitment established under section 5 of this Schedule 6A 

shall calculate Fixed BSSC or “Fixed Black Start Service Costs” in accordance with the 

following Base Formula Rate: 

 

 Base Formula Rate: 

 

  Net CONE *  Black Start Unit Capacity * X 

 

 Where:  

 

“Net CONE” is the then current installed capacity (“ICAP”) net Cost of New 

Entry (expressed in $/MW year) for the CONE Area where the Black Start Unit is 

located. 

 

“Black Start Unit Capacity” is either: (i) the Black Start Unit’s installed capacity, 

expressed in MW, for those Black Start Units that are Generation Capacity 

Resources; or (ii) the awarded MWs in the Transmission Provider’s request for 

proposal process under the PJM Manuals, for those Black Start Units that are 

Energy Resources. 

 

“X” is the Black Start Service allocation factor unless a higher or lower value is 

supported by the documentation of the actual costs of providing Black Start 

Service.  For such units qualifying as Black Start Units on the basis of 

demonstrated ability to operate at reduced levels when automatically disconnected 

from the grid, X shall be zero.  For Black Start Units with a commitment 

established under section 5 of this Schedule 6A, X shall be .01 for Hydro units, 

.02 for CT units. 
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Black Start Units with a commitment established under section 6 above shall calculate 

Fixed BSSC or “Fixed Black Start Service Costs” in accordance with one of the 

following formulas, as applicable: 

 

Capital Cost Recovery Rate – NERC-CIP Specific Recovery 

 

 (Net Cone * Black Start NERC-CIP Unit Capacity * X) + (Incremental Black 

Start NERC-CIP Capital Costs * CRF) 

 

Where: 

 

“Net Cone” is the then current installed capacity (“ICAP”) net Cost of New Entry 

(expressed in $/MW year) for the CONE are where the Black Start Unit is 

located. 

 

“Black Start NERC-CIP Unit Capacity” is the Black Start Unit’s installed 

capacity, expressed in MW, but, for purposes of this calculation, capped at 100 

MW for Hydro units, or 50 MW for CT units. 

 

“Incremental Black Start NERC-CIP Capital Cost” are those capital costs 

documented by the owner or accepted by the Commission for the incremental 

equipment solely necessary to enable a Black Start Unit to maintain compliance 

with mandatory Critical Infrastructure Protection Reliability Standards (as 

approved by the Commission and administered by the applicable Electric 

Reliability Organization). 

 

“CRF” or “Capital Recovery Factor” is equal to the levelized CRF as set forth in 

the applicable CRF table posted on the PJM website in accordance with Tariff, 

Schedule 6A, section 18 and Manual 15. 

 

A Black Start Unit may elect to terminate forward cost recovery under this Capital Cost 

Recovery Rate – NERC-CIP Specific Recovery at any time and seek cost recovery under 

the Capital Cost Recovery Rate, pursuant to the terms and conditions set forth below. 

 

Capital Cost Recovery Rate 
 

(FERC-approved rate) + (Incremental Black Start Capital Costs * CRF) 

 

 Where: 

 

“FERC-approved rate” is the Black Start Unit’s current FERC-approved recovery of 

costs to provide Black Start Service, if applicable.  To the extent that a Black Start Unit 

owner is currently recovering black start costs pursuant to a FERC-approved rate, that 

cost recovery will be included as a formulaic component for calculating the Black Start 

Unit’s annual revenue requirement pursuant to this section 18.  However, under no 
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circumstances will PJM or the Black Start Unit owner restructure or modify that existing 

FERC-approved rate without FERC approval. 

 

“Incremental Black Start Capital Costs” are the new or additional capital costs 

documented by the owner or accepted by the Commission for the incremental equipment 

solely necessary to enable a unit to provide Black Start Service in addition to whatever 

other product or services such unit may provide.  Such costs shall include those incurred 

by a Black Start Unit owner in order to meet NERC Reliability Standards that apply to 

Black Start Units solely on the basis of the provision of Black Start Service by such unit.  

However, Incremental Black Start Capital Costs shall not include any capital costs that 

the Black Start Unit owner is recovering for that unit pursuant to a FERC-approved 

recovery rate. 

 

The Capital Recovery Factor (“CRF”) is equal to the Levelized CRF based on the age of 

the Black Start Unit, which is modified to provide Black Start Service. 

 

The CRF applicable to Black Start Capital Costs of Black Start Units selected for Black 

Start Service prior to June 6, 2021, shall continue to be determined in accordance with 

the following table: 

 

Age of 

Black Start 

Unit 

Term of Black Start 

Commitment 

 

Levelized CRF 

1 to 5 20 0.125 

6 to 10 15 0.146 

11 to 15 10 0.198 

16+ 5 0.363 

 

The CRF applicable to Black Start Capital Costs of Black Start Units selected for Black 

Start Service after June 6, 2021, shall be calculated on April 1 and posted on the PJM 

website by April 30 each year as detailed in Manual 15.  The CRF values shall be 

calculated based on an assumed 100MW combustion turbine with a $1 million capital 

investment for a recovery period based on the age of the Black Start Unit.  The CRF shall 

consist of the following  components:  (i) capital structure and cost of capital; (ii) federal 

income tax  and depreciation rates as utilized by the U.S. Internal Revenue Service; (iii) 

average state tax rate, and (iv) debt interest rates, all as determined in accordance with 

Manual 15.  The CRF shall be updated annually in accordance with the procedures in 

Manual 15 for (i) federal income tax rates as utilized by the U.S. Internal Revenue 

Service in effect at the time of the annual CRF update; (ii) average state tax rate; and (iii) 

debt interest rates.   

 

The CRF capital structure and cost of capital include the following rate components: 

 

- A capital structure debt/equity ratio of 50 percent debt and 50 percent equity; and 

- An after-tax internal rate of return on equity of 12 percent. 
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The CRF applicable to Black Start Units selected for Black Start Service after June 6, 

2021, shall be determined in accordance with this section and Manual 15 and as stated in 

the CRF table posted on the PJM website.  The applicable Black Start Unit revenue 

requirements shall be based on the CRF in effect at the time of the Black Start Unit’s in-

service date and updated annually on April 1 in accordance with Manual 15.  Each Black 

Start Unit’s revenue requirement will be updated annually on May 1 using the applicable 

CRF table posted the PJM website as of April 1 of the current year and shall be effective 

June 1 of the current year.   

 

 In those circumstances where a Black Start Unit owner has elected to recover Incremental 

Black Start Capital Costs, in addition to a FERC-approved recovery rate, its applicable term of 

commitment shall be the greater of:  (i) the FERC-approved recovery period, or; (ii) the 

applicable term of commitment as set forth in the CRF table posted on the PJM website. 

  

 After a Black Start Unit has recovered its allowable Incremental Black Start Capital 

Costs or Incremental Black Start NERC-CIP Capital Costs, as provided by the applicable Capital 

Cost Recovery Rate, and has satisfied its applicable commitment period required under section 6 

of this Schedule 6A, the Black Start Unit shall be committed to providing black start in 

accordance with section 5 of this Schedule 6A and calculate its Fixed BSSC in accordance with 

the Base Formula Rate. 

 

Variable BSSC  

 

All Black Start Units shall calculate Variable BSSC or “Variable Black Start Service 

Costs” in accordance with the following formula: 

  

  Black Start Unit O&M * Y 

Where: 

 

“Black Start Unit O&M” are the operations and maintenance costs attributable to 

supporting Black Start Service and must equal the annual variable O&M outlined in the 

PJM Cost Development Guidelines set forth in the PJM Manuals. Such costs shall 

include those incurred by a Black Start Owner in order to meet NERC Reliability 

Standards that apply to the Black Start Unit solely on the basis of the provision of Black 

Start Service by unit. 

 

“Y” is 0.01, unless a higher or lower value is supported by the documentation of costs.  If 

a value of Y is submitted for this cost, a (1-Y) factor must be applied to the Black Start 

Unit’s O&M costs on the unit’s cost-based energy schedule, calculated based on the Cost 

Development Guidelines in the PJM Manuals. 

 

For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 

at reduced levels when automatically disconnected from the grid, there are no variable 

costs associated with providing Black Start Service and the value for Variable BSSC 

shall be zero. 
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Black Start Units with the demonstrated ability to automatically remain operating, at 

reduced levels, when disconnected from the grid may receive NERC compliance costs 

associated with providing Black Start Service in addition to the formula above, if 

approved in accordance with the procedures in section 17 of this Schedule 6A. 

 

Training Costs:  

 

All Black Start Units shall calculate Training Costs in accordance with the following 

formula: 

 

50 staff hours/year/plant*75/hour 

 

Fuel Storage Costs: 

 

Black Start Units that store liquefied natural gas, propane, or oil on site shall calculate 

Fuel Storage Costs in accordance with the following formula:  

 

{MTSL + [(# Run Hours) * (Fuel Burn Rate)]} * 

(12 Month Forward Strip + Basis) * (Bond Rate)  

 

Where: 

 

Run Hours are the actual number of hours a Transmission Provider requires a 

Black Start Unit to run.  Run Hours shall be at least 16 hours or as defined by the 

Transmission Owner restoration plan, whichever is less. 

 

“Fuel Burn Rate” is actual fuel burn rate for the Black Start Unit. 

 

“12-Month Forward Strip” is the average of forward prices for the fuel burned in 

the Black Start Unit traded the first Business Day on or following AprilMay 1. 

 

“Basis” is the transportation costs from the location referenced in the forward 

price data to the Black Start Unit plus any variable taxes. 

 

“Bond rate” is the value determined with reference to the Moody's Utility Index 

for bonds rated Baa1 reported the first Business Day on or following AprilMay 1. 

 

“MTSL” is the “minimum tank suction level” and shall apply to oil fired Black 

Start Units’ storage tanks that have an unusable volume of oil.  In the case where 

a Black Start Unit shares a common fuel tank, the Black Start Unit will be eligible 

for recovery of the Black Start/Energy Tank Ratio of the MTSL in its fuel storage 

calculation. 

 

Black Start Energy Tank Ratio = {(Fuel Burn Rate * Minimum Run Hours) / 

(Tank Capacity – MTSL)} 
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The MTSL fuel storage calculation shall be as follows: 

{(Black Start Energy Take Ratio * MTSL) + [(#Run Hours) * (Fuel Burn Rate)]} 

* (12 Month Forward Strip+ Basis) * (Bond Rate)   

 

For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 

at reduced levels when automatically disconnected from the grid, there are no associated 

fuel storage costs and the value for FSC shall be zero. 

 

Z  

Z shall be an incentive factor solely for Black Start Units with a commitment established 

under section 5 above and shall be ten percent.  For those Black Start Units that elect to 

recover new or additional Black Start Capital Costs under section 6 above, the incentive 

factor, Z, shall be equal to zero. 

 

Every five years, PJM shall review the formula and its costs components set forth in this 

section 18, and report on the results of that review to stakeholders.  

 

19. Transmission Provider or its agent shall have the right to independently audit the 

accounts and records of each Black Start Unit that is receiving payments for providing Black 

Start Service.  

 

20. PJM shall notify its Members when a Black Start Unit seeks to recover new or additional 

Black Start NERC-CIP Capital Costs under section 18 of this Schedule 6A no later than thirty 

(30) days prior to the effective date of the recovery.  At the written request of a PJM Member, 

made simultaneously to the Market Monitoring Unit and PJM, with notice to the Black Start Unit 

owner, the Market Monitoring Unit shall make available to the affected PJM Member for 

inspection at the offices of the Market Monitoring Unit, all data supporting the requested new or 

additional NERC-CIP specific Capital Costs.  The Black Start Unit owner may elect to attend 

this review.  In all cases, the supporting data is to be held confidential and may not be 

distributed. 

 

21. The Market Monitoring Unit shall include a Black Start Service summary in its annual 

State of the Market report which will set forth a descriptive summary of the new or additional 

Black Start NERC-CIP Capital Costs requested by Black Start Units, and include a list of the 

types of capital costs requested and the overall cost of such capital improvements on an 

aggregate basis such that no data is attributable to an individual Black Start Unit. 

 

Credits 

 

22. For existing Black Start Units, monthly credits are provided to Black Start Unit owners 

that submit to the Transmission Provider their annual revenue requirements established pursuant 

to section 17A of this Schedule 6A.  The generator’s monthly credit is equal to 1/12 of its annual 

Black Start Service revenue requirement for eligible critical Black Start Units.  For new Black 

Start Unit owners, monthly credits will be held by the Office of the Interconnection in a non-

interest bearing account until the Office of the Interconnection, or the Commission as applicable, 

accepts the owner’s annual revenue requirement pursuant to section 17B of this Schedule 6A. 
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New Black Start Unit owners will begin to receive monthly credits, including any monthly 

credits held by the Office of the Interconnection back to the date the unit enters Black Start 

Service and any required estimated annual revenue requirement true up after the Office of the 

Interconnection, or the Commission as applicable, accepts the new Black Start Unit owner’s 

annual revenue requirement.  

 

23. Revenue requirements for jointly owned Black Start Units will be allocated to the owners 

based on ownership percentage. 

 

24. Transmission Provider shall not compensate generators for Black Start Service unless 

they meet the Transmission Provider criteria for Black Start Service and the criteria for Black 

Start Service in the Applicable Standards and provide Transmission Provider with all necessary 

data in accordance with this Schedule 6A and the PJM manuals. 

 

Charges 

 

25. Zonal rates will be based on Black Start Service capability or share of generation units 

designated by the Transmission Provider and allocated to network service customers and point-

to-point reservations.  Zonal rates will include estimated annual revenue requirements for new 

Black Start Units from the date the units enter Black Start Service to last day of the month 

preceding the Office of the Interconnection’s acceptance of the unit’s annual revenue 

requirement. The estimated annual revenue requirement will be based on the Black Start Unit 

owner’s best estimate at the time the unit enters Black Start Service. Any estimated annual 

revenue requirement true up will be included in the monthly bill after the Office of the 

Interconnection accepts the new Black Start unit’s annual revenue requirement. 

 

26. Revenue requirements for Black Start Units designated by the Transmission Provider as 

critical (regardless of zonal location) will be allocated to the receiving Transmission Owner’s 

zone.  Black Start Units that are shared and designated to serve multiple zones will have their 

annual revenues allocated by Transmission Owner designated critical load percentage. 

 

27. Purchasers of Black Start Service shall be charged for such service in accordance with the 

following formulae. 

 

Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-

Point Transmission Service to serve Non-Zone Load = Allocation Factor * Total Generation 

Owner Monthly Black Start Service Revenue Requirement 

 

Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-

Point Transmission Service to serve Zone Load = Allocation Factor * Zonal Generation Owner 

Monthly Black Start Service Revenue Requirement * Adjustment Factor 

 

Where: 
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Purchaser serving Non-Zone Load is a Network Customer serving Non-Zone Network 

Load or a Transmission Customer where the Point of Delivery is at the boundary of the 

PJM Region. 

 

Zonal Generation Owner Monthly Black Start Service Revenue Requirement is the sum 

of the monthly share of Black Start Service revenue requirements for each generator 

nominated by the Transmission Owners in that zone. 

 

Total Generation Owner Monthly Black Start Service Revenue Requirement is the sum of 

the Zonal Generation Owner Monthly Black Start Service Revenue Requirements for all 

Zones in the PJM Region. 

 

Allocation Factor is the monthly transmission use of each Network Customer or 

Transmission Customer per Zone or Non-Zone, as applicable, on a megawatt basis 

divided by the total transmission use in the Zone or in the PJM Region, as applicable, on 

a megawatt basis. 

 

For Network Customers, monthly transmission use on a megawatt basis is the sum of a 

Network Customer’s daily values of DCPZ or DCPNZ (as those terms are defined in 

Tariff, Part I, section 34.1) as applicable, for all days of the month.   

 

For Transmission Customers, monthly transmission use on a megawatt basis is the sum of 

the Transmission Customer’s hourly amounts of Reserved Capacity for each day of the 

month (not curtailed by PJM) divided by the number of hours in the day. 

 

Adjustment Factor is determined as the sum of the total monthly transmission use in the 

PJM Region on a megawatt basis, exclusive of such use by Network Customers and 

Transmission Customers serving Non-Zone Load, divided by the total monthly 

transmission use in the PJM Region on a megawatt basis. 

 

In the event that a single customer is serving load in more than one Zone, or serving Non-Zone 

Load as well as load in one or more Zones, or is both a Network Customer and a Transmission 

Customer, the Monthly Charge for such a customer shall be the sum of the Monthly Charges 

determined by applying the appropriate formulae set forth in this Schedule 6A.  
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1.10 Scheduling.   

 

1.10.1 General. 

 

  (a) The Office of the Interconnection shall administer scheduling processes to 

implement a Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be 

the Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market 

and the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party 

to bilateral transactions between Market Participants or with respect to a Generating Market 

Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 

Buyer’s Equivalent Load. 

 

  (b) The Day-ahead Energy Market shall enable Market Participants to purchase and 

sell energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 

Transmission Customers to reserve transmission service with Transmission Congestion Charges 

and Transmission Loss Charges based on locational differences in Day-ahead Prices.    Up-to 

Congestion Transactions submitted in the Day-ahead Energy Market shall not require 

transmission service and Transmission Customers shall not reserve transmission service for such Up-

to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 

Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 

obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 

Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 

 

(c) (i) In the Real-time Energy Market, Market Participants that deviate from the 

amounts of energy purchases or sales scheduled in the Day-ahead Energy Market shall be 

obligated to purchase or sell energy for the amount of the deviations at the applicable 

Real-time Prices or price differences, unless otherwise specified by this Schedule. 

 

(ii) In the Real-time Energy Market, Transmission Customers that deviate 

from the transmission uses, scheduled in the Day-ahead Energy Market shall be 

obligated to pay Transmission Congestion Charges and Transmission Loss Charges for 

the amount of the deviations at the applicable Real-time Prices or price differences, 

unless otherwise specified by this Schedule. 

 

(iii) Market Participants that deviate in real-time from the amounts of 

Secondary Reserve, Non-Synchronized Reserve, or Synchronized Reserve sales, 

scheduled day-ahead shall be obligated to purchase Secondary Reserve, Non-

Synchronized Reserve, or Synchronized Reserve for the amount of the deviations at the 

applicable Real-time Prices or price differences, unless otherwise specified by this 

Schedule. 

 

  (d) The following scheduling procedures and principles shall govern the commitment 

of resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 

extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 

the day-ahead and hourly scheduling process, through which the Office of the Interconnection 

determines the Day-ahead Energy Market and determines, based on changing forecasts of 
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conditions and actions by Market Participants and system constraints, a plan to serve the hourly 

energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 

External Market Buyers in the least costly manner, subject to maintaining the reliability of the 

PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 

subject to the procedures of Tariff, Attachment K-Appendix, section 1.13.  Scheduling shall be 

conducted as specified in section 1.10.1A below, subject to the following condition.  If the 

Office of the Interconnection’s forecast for the next seven days projects a likelihood of 

Emergency conditions, the Office of the Interconnection may commit, for all or part of such 

seven day period, to the use of generation resources with notification or start-up times greater 

than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 

the Market Sellers’ offers for such units for such periods and the specifications in the PJM 

Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 

an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 

hours of operation for the duration of any portion of such commitment that exceeds the 

maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 

Weather Alerts, consistent with Tariff, Attachment K-Appendix, section 3.2.3 and Tariff, 

Attachment K-Appendix, section 6.6. 

 

1.10.1A Day-ahead and Real-time Energy Market Scheduling.   

 

The following actions shall occur not later than 11:00 a.m. on the day before the Operating Day 

for which transactions are being scheduled, or such other deadline as may be specified by the 

Office of the Interconnection in order to comply with the practical requirements and the 

economic and efficiency objectives of the scheduling process specified in this Schedule. 

 

  (a) Each Market Participant may submit to the Office of the Interconnection 

specifications of the amount and location of its customer loads and/or energy purchases to be 

included in the Day-ahead Energy Market for each hour of the next Operating Day, such 

specifications to comply with the requirements set forth in the PJM Manuals.  Each Market 

Buyer shall inform the Office of the Interconnection of the prices, if any, at which it desires not 

to include its load in the Day-ahead Energy Market rather than pay the Day-ahead Price.  PRD 

Providers that have committed Price Responsive Demand in accordance with the Reliability 

Assurance Agreement shall submit to the Office of the Interconnection, in accordance with 

procedures specified in the PJM Manuals, any desired updates to their previously submitted PRD 

Curves, provided that such updates are consistent with their Price Responsive Demand 

commitments, and provided further that PRD Providers that are not Load Serving Entities for the 

Price Responsive Demand at issue may only submit PRD Curves for the Real-time Energy 

Market.  Price Responsive Demand that has been committed in accordance with the Reliability 

Assurance Agreement shall be presumed available for the next Operating Day in accordance 

with the most recently submitted PRD Curve unless the PRD Curve is updated to indicate 

otherwise.  PRD Providers may also submit PRD Curves for any Price Responsive Demand that 

is not committed in accordance with the Reliability Assurance Agreement; provided that PRD 

Providers that are not Load Serving Entities for the Price Responsive Demand at issue may only 

submit PRD Curves for the Real-time Energy Market.  All PRD Curves shall be on a PRD 

Substation basis, and shall specify the maximum time period required to implement load 

reductions.   
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  (b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  

(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 

Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such self-

scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 

intent not to reduce output. 

 

  (c) All Market Participants shall submit to the Office of the Interconnection 

schedules for any energy exports, energy imports, and wheel through transactions involving use 

of generation or Transmission Facilities as specified below, and shall inform the Office of the 

Interconnection if the transaction is to be scheduled in the Day-ahead Energy Market.  Any 

Market Participant that elects to schedule an export, import or wheel through transaction in the 

Day-ahead Energy Market may specify the price (such price not to exceed $2,000/MWh), if any, 

at which the export, import or wheel through transaction will be wholly or partially curtailed.  

The foregoing price specification shall apply to the applicable interface pricing point.  Any 

Market Participant that elects not to schedule its export, import or wheel through transaction in 

the Day-ahead Energy Market shall inform the Office of the Interconnection if the parties to the 

transaction are not willing to incur Transmission Congestion and Loss Charges in the Real-time 

Energy Market in order to complete any such scheduled transaction.  Such transactions in the 

Real-time Energy Market, other than Coordinated Transaction Schedules and emergency energy 

sales and purchases, may specify a price up to $2,000/MWh.  Scheduling of such transactions 

shall be conducted in accordance with the specifications in the PJM Manuals and the following 

requirements: 

 

i) Market Participants shall submit schedules for all energy purchases for 

delivery within the PJM Region, whether from resources inside or outside the PJM 

Region; 

 

ii) Market Participants shall submit schedules for exports for delivery outside 

the PJM Region from resources within the PJM Region that are not Dynamic Transfers  

to such entities pursuant to Tariff, Attachment K-Appendix, section 1.12; and 

 

iii) In addition to the foregoing schedules for exports, imports and wheel 

through transactions, Market Participants shall submit confirmations of each scheduled 

transaction from each other party to the transaction in addition to the party submitting the 

schedule, or the adjacent Control Area. 

 

(c-1) A Market Participant may elect to submit in the Day-ahead Energy Market a form 

of Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the 

same megawatt quantity of energy at a sink where such transaction specifies the maximum 

difference between the Locational Marginal Prices at the source and sink.  The Office of 

Interconnection will schedule these transactions only to the extent this difference in Locational 

Marginal Prices is within the maximum amount specified by the Market Participant.  A Virtual 

Transaction of this type is referred to as an “Up-to Congestion Transaction.”  Such Up-to 

Congestion Transactions may be wholly or partially scheduled depending on the price difference 

between the source and sink locations in the Day-ahead Energy Market.  The maximum 
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difference between the source and sink prices that a participant may specify shall be limited to 

+/- $50/MWh.  The foregoing price specification shall apply to the price difference between the 

specified source and sink in the day-ahead scheduling process only.  An accepted Up-to 

Congestion Transaction results in scheduled injection at a specified source and scheduled 

withdrawal of the same megawatt quantity at a specified sink in the Day-ahead Energy Market.   

 

(c–2) A Market Participant may elect to submit an Increment Offer and/or Decrement 

Bid form of Virtual Transaction in the Day-ahead Energy Market and shall specify the price for 

such transaction which shall be limited to $2,000/megawatt-hour. 

 

(c-3)  Up-to Congestion Transactions may only be submitted  at hubs, Residual Metered 

Load and interfaces not described in Tariff, Attachment K-Appendix, section 2.6A(b). 

Increment Offers and Decrement Bids may be only submitted at hubs, nodes at which physical 

generation or load is settled, Residual Metered Load and interfaces not described in Tariff, 

Attachment K-Appendix, section 2.6A(b). 

  

  (d) Market Sellers in the Day-ahead Energy Market shall submit offers for the supply 

of energy, demand reductions, or other services for the following Operating Day for each clock 

hour for which the Market Seller desires or is required to make its resource available to the 

Office of the Interconnection.  Offers for the supply of energy may be cost-based, market-based, 

or both, and may vary hourly.  Offers shall be submitted to the Office of the Interconnection in 

the form specified by the Office of the Interconnection and shall contain the information 

specified in the Office of the Interconnection’s Offer Data specification, this section 1.10.1A(d), 

section 1.10.9B below, Operating Agreement, Schedule 2, and the PJM Manuals, as applicable.  

Market Sellers owning or controlling the output of a Generation Capacity Resource that was 

committed in an FRR Capacity Plan, self-supplied, offered and cleared in a Base Residual 

Auction or Incremental Auction, or designated as replacement capacity, as specified in 

Attachment DD of the PJM Tariff, and that has not been rendered unavailable by a Generator 

Planned Outage, a Generator Maintenance Outage, or a Generator Forced Outage shall submit 

offers for the available capacity of such Generation Capacity Resource, including any portion 

that is self-scheduled by the Generating Market Buyer.  Such offers shall be based on the ICAP 

equivalent of the Market Seller’s cleared UCAP capacity commitment, provided, however, 

where the underlying resource is a Capacity Storage Resource or an Intermittent Resource, the 

Market Seller shall satisfy the must offer requirement by either self-scheduling or offering the 

unit as a dispatchable resource, in accordance with the PJM Manuals, where the hourly day-

ahead self-scheduled values for such Capacity Storage Resources and Intermittent Resources 

may vary hour to hour from the capacity commitment.  Any offer not designated as a Maximum 

Emergency offer shall be considered available for scheduling and dispatch under both 

Emergency and non-Emergency conditions.  Offers may only be designated as Maximum 

Emergency offers to the extent that the Generation Capacity Resource falls into at least one of 

the following categories: 

 

i)  Environmental limits.  If the resource has a limit on its run hours imposed by a 

federal, state, or other governmental agency that will significantly limit its availability, on 

either a temporary or long-term basis.  This includes a resource that is limited to 

operating only during declared PJM capacity emergencies by a governmental authority. 
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ii)  Fuel limits.  If physical events beyond the control of the resource owner result 

in the temporary interruption of fuel supply and there is limited on-site fuel storage.  A 

fuel supplier’s exercise of a contractual right to interrupt supply or delivery under an 

interruptible service agreement shall not qualify as an event beyond the control of the 

resource owner. 

 

iii)  Temporary emergency conditions at the unit.  If temporary emergency 

physical conditions at the resource significantly limit its availability. 

 

iv)  Temporary megawatt additions.  If a resource can provide additional 

megawatts on a temporary basis by oil topping, boiler over-pressure, or similar 

techniques, and such megawatts are not ordinarily otherwise available. 

 

The submission of offers for resource increments that have not cleared in a Base Residual 

Auction or an Incremental Auction, were not committed in an FRR Capacity Plan, and were not 

designated as replacement capacity under Attachment DD of the PJM Tariff shall be optional, 

but any such offers must contain the information specified in the Office of the Interconnection’s 

Offer Data specification, Operating Agreement, Schedule 1, sections 1.10.1A(d) and 1.10.9B, 

Operating Agreement, Schedule 2 , and the PJM Manuals, as applicable.  Energy offered from 

generation resources that have not cleared a Base Residual Auction or an Incremental Auction, 

were not committed in an FRR Capacity Plan, and were not designated as replacement capacity 

under Attachment DD of the PJM Tariff shall not be supplied from resources that are included in 

or otherwise committed to supply the Operating Reserves of a Control Area outside the PJM 

Region.   

 

The foregoing offers:  

 

i) Shall specify the Generation Capacity Resource or Economic Load 

Response Participant resource and energy or demand reduction amount, respectively, for 

each clock hour in the offer period;  

 

ii) Shall specify the amounts and prices for each clock hour during the entire 

Operating Day for each resource component offered by the Market Seller to the Office of 

the Interconnection; 

 

iii) May specify for generation resources offer parameters for each clock hour 

during the entire Operating Day, as applicable and in accordance with section 1.10.9B 

below, including: (1) Minimum Run Time; (2) maximum run time; (3) Start-up Costs; (4) 

No-load Costs; (5) Incremental Energy Offer; (6) notification time; (7) availability; (8) 

ramp rate; (9) Economic Minimum; (10) Economic Maximum; (11) emergency minimum 

MW; (12) emergency maximum MW; (13) Synchronized Reserve maximum MW; (14) 

Secondary Reserve maximum MW; and (15) condense to generation time constraints, and 

may specify offer parameters for Economic Load Response Participant resources for 

each clock hour during the entire Operating Day, as applicable and in accordance with 

section 1.10.9B below, including: (1) minimum down time; (2) shutdown costs; (3) 
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Incremental Energy Offer; (4) notification time; (5) Economic Minimum; and (6) 

Economic Maximum; 

 

iv) Shall set forth any special conditions upon which the Market Seller 

proposes to supply a resource increment, including any curtailment rate specified in a 

bilateral contract for the output of the resource, or any cancellation fees; 

 

v) May include a schedule of offers for prices and operating data contingent 

on acceptance by the deadline specified in this Schedule, with additional schedules 

applicable if accepted after the foregoing deadline; 

 

vi) Shall constitute an offer to submit the resource increment to the Office of 

the Interconnection for scheduling and dispatch in accordance with the terms of the offer 

for the clock hour, which offer shall remain open through the Operating Day, for which 

the offer is submitted, unless the Market Seller a) submits a Real-time Offer for the 

applicable clock hour, or b) updates the availability of its offer for that hour, as further 

described in the PJM Manuals; 

 

vii) Shall be final as to the price or prices at which the Market Seller proposes 

to supply energy or other services to the PJM Interchange Energy Market, such price or 

prices being guaranteed by the Market Seller for the period extending through the end of 

the following Operating Day, unless modified after the close of the Day-ahead Energy 

Market as permitted pursuant to sections 1.10.9A or 1.10.9B below;  

 

viii) Shall not exceed an energy offer price of $1,000/megawatt-hour for all 

generation resources, except (1) when a Market Seller’s cost-based offer is above 

$1,000/megawatt-hour and less than or equal to $2,000/megawatt-hour, then its market-

based offer must be less than or equal to the cost-based offer; and (2) when a Market 

Seller’s cost-based offer is greater than $2,000/megawatt-hour, then its market-based 

offer must be less than or equal to $2,000/megawatt-hour; and 

 

ix) Shall not exceed a demand reduction offer price of $1,000/megawatt-hour, 

except when an Economic Load Response Participant submits a cost-based offer that 

includes an incremental cost component that is above $1,000/megawatt-hour, then its 

market-based offer must be less than or equal to the cost-based offer but in no event 

greater than $2,000/megawatt-hour; and 

 

x) Shall not exceed an offer price as follows for Emergency Load Response 

and Pre-Emergency Load Response participants with: 

 

a) a 30 minute lead time, pursuant to Tariff, Attachment DD-1, 

section A.2 and the parallel provision of RAA, Schedule 6, $1,849/megawatt-

hour; 
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b) an approved 60 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provision of RAA, Schedule 6, 

$1,425/megawatt hour; and 

 

c) an approved 120 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,100/megawatt-hour; and 

 

xi)  Shall not exceed an energy offer price of $0.00/MWh for pumped storage 

hydropower units scheduled by the Office of the Interconnection pursuant to the hydro 

optimization tool in the Day-ahead Energy Market. 

 

 (e) A Market Seller that wishes to make a resource available to sell Regulation 

service shall submit an offer for Regulation for each clock hour for which the Market Seller 

desires to make its resource available to the Office of the Interconnection to provide Regulation 

that shall specify the megawatts of Regulation being offered, which must equal or exceed 0.1 

megawatts, the Regulation Zone for which such Regulation is offered, the price of the capability 

offer in dollars per MW, the price of the performance offer in Dollars per change in MW, and 

such other information specified by the Office of the Interconnection as may be necessary to 

evaluate the offer and the resource’s opportunity costs.  Such offers may vary hourly, and may be 

updated each hour, up to 65 minutes before the applicable clock hour during the Operating Day.  

The total of the performance offer multiplied by the historical average mileage used in the 

market clearing plus the capability offer shall not exceed $100/megawatt-hour in the case of 

Regulation offered for all Regulation Zones.  In addition to any market-based offer for 

Regulation, the Market Seller also shall submit a cost-based offer.  A cost-based offer must be in 

the form specified in the PJM Manuals and consist of the following components as well as any 

other components specified in the PJM Manuals: 

 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 

rate increase resulting from operating the unit at lower megawatt output incurred from the 

provision of Regulation shall apply to the capability offer; 

 

ii.   The cost increase (in $/∆MW) in costs associated with movement of the 

regulation resource incurred from the provision of Regulation shall apply to the 

performance offer; and 

 

iii.   An adder of up to $12.00 per megawatt of Regulation provided applied to 

the capability offer. 

 

Qualified Regulation capability must satisfy the measurement and verification tests specified in 

the PJM Manuals. 

 

  (f) Each Market Seller owning or controlling the output of a Generation Capacity 

Resource committed to service of PJM loads under the Reliability Pricing Model or Fixed 

Resource Requirement Alternative shall submit a forecast of the availability of each such 

Generation Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-
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binding forecast of the price at which it expects to offer a generation resource increment to the 

Office of the Interconnection over the next seven days, and (ii) shall submit a binding offer for 

energy, along with Start-up Costs and No-load Costs, if any, for the next seven days or part 

thereof, for any generation resource with minimum notification or start-up requirement greater 

than 24 hours.  Such resources committed by the Office of the Interconnection will not receive 

Operating Reserve Credits nor otherwise be made whole for its hours of operation for the 

duration of any portion of such commitment that exceeds the maximum start-up and notification 

times for such resources during Hot Weather Alerts and Cold Weather Alerts, consistent with 

Tariff, Attachment K-Appendix, section 3.2.3 and Tariff, Attachment K-Appendix, section 6.6. 

 

  (g) Each component of an offer by a Market Seller of a Generation Capacity 

Resource that is constant for the entire Operating Day and does not vary hour to hour shall 

remain in effect for subsequent Operating Days until superseded or canceled. 

 

  (h) The Office of the Interconnection shall post the total hourly loads scheduled in the 

Day-ahead Energy Market, as well as, its estimate of the combined hourly load of the Market 

Buyers for the next four days, and peak load forecasts for an additional three days. 

 

  (i) Except for Economic Load Response Participants, all Market Participants may 

submit Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual 

Transactions must comply with the requirements set forth in the PJM Manuals and must specify 

amount, location and price, if any, at which the Market Participant desires to purchase or sell 

energy in the Day-ahead Energy Market.  The Office of the Interconnection may require that a 

market participant shall not submit in excess of a defined number of bid/offer segments in the 

Day-ahead Energy Market, as specified in the PJM Manuals, when the Office of the 

Interconnection determines that such limit is required to avoid or mitigate significant system 

performance problems related to bid/offer volume. Notice of the need to impose such limit shall 

be provided prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  

For purposes of this provision, a bid/offer segment is each pairing of price and megawatt 

quantity submitted as part of an Increment Offer or Decrement Bid.  For purposes of applying 

this provision to an Up-to Congestion Transaction, a bid/offer segment shall refer to the pairing 

of a source and sink designation, as well as price and megawatt quantity, that comprise each Up-

to Congestion Transaction. 

 

(j) (i) Offers to Supply Synchronized and Non-Synchronized Reserves By 

Generation Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Market Sellers owning or controlling the output of a Generation 

Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, 

offered and cleared in a Base Residual Auction or Incremental Auction, or 

designated as replacement capacity, as specified in Tariff, Attachment DD, is 

capable of providing Synchronized Reserve or Non-Synchronized Reserve as 

specified in the PJM Manuals, and has not been rendered unavailable by a 

Generator Planned Outage, a Generator Maintenance Outage, or a Generator 

Forced Outage, shall submit offers or otherwise make their 10-minute reserve 

capability available to supply Synchronized Reserve or, as applicable, Non-
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Synchronized Reserve, including any portion that is self-scheduled by the 

Generating Market Buyer, in an amount equal to the available 10-minute reserve 

capability of such Generation Capacity Resource.  Market Sellers of Generation 

Capacity Resources subject to this must-offer requirement that do not make the 

reserve capability of such resources available when such resource is able to 

operate with a dispatchable range (e.g. through offering a fixed output) will be in 

violation of this provision. 

 

(2) Market Sellers of all other generation resources that (A) are 

capable of providing Synchronized Reserve or Non-Synchronized Reserve, as 

specified in the PJM Manuals, (B) are located within the metered boundaries of 

the PJM Region, and (C) have submitted offers for the supply of energy into the 

Day-ahead Energy Market and/or Real-time Energy Market shall be deemed to 

have made their reserve capability available to provide Synchronized Reserve or 

Non-Synchronized Reserve in the Day-ahead Energy Market and/or Real-time 

Energy Market for each clock hour for which the Market Seller submits an 

available offer to supply energy; provided, however that hydroelectric generation 

resources and Energy Storage Resources are not automatically deemed available 

to provide reserves based on the submission of an available energy offer but may 

submit offers to supply Synchronized Reserve and Non-Synchronized Reserve, as 

applicable. 

 

(3) Offers for the supply of Synchronized Reserve by all generation 

resources must be cost-based.  Consistent with the resource’s offer to supply 

energy, such offers may vary hourly and may be updated each hour up to 65 

minutes before the applicable clock hour during the Operating Day.  Offers shall 

be submitted to the Office of the Interconnection in the form specified by the 

Office of the Interconnection and shall contain the information specified in the 

Office of the Interconnection’s Offer Data specification, this section 1.10.1A, 

section 1.10.9B below, and the PJM Manuals, as applicable.  For offers to supply 

Synchronized Reserve, the offer price shall not exceed the expected value of the 

penalty for failing to provide Synchronized Reserve, where such expected value 

shall be recalculated annually, in accordance with the PJM Manuals, and posted 

on PJM’s website. The expected value of the penalty is calculated as the product 

of: (A) the average penalty, expressed in $/MWh, multiplied by (B) the average 

rate of non-performance during Synchronized Reserve events multiplied by (C) 

the probability a Synchronized Reserve event that will qualify for non-

performance assessments will occur. 

 

The expected value of the penalty shall be determined by an annual review 

of the twelve-month period ending October 31 of the calendar year in which the 

review is performed.  The Office of the Interconnection shall post the results of its 

annual review by no later than December 15, and the revised offer price cap shall 

be effective as of the following January 1; provided, however, that at the time of 

implementation of this rule the expected value of the penalty shall be $0.02/MWh, 

and for the period from the second month after implementation through the 
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second January 1 following such date of implementation, the expected value of 

the penalty shall be recalculated on a monthly basis using data from the 

implementation date of this rule through the 15th day of the current month, and 

the revised value shall be effective the 1st day of the following month. 

 

(4) All Non-Synchronized Reserve offers shall be for $0.00/MWh.  

Consistent with the resource’s offer to supply energy, such offers may vary hourly 

and may be updated each hour up to 65 minutes before the applicable clock hour 

during the Operating Day.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this subsection (d) of this section 1.10.1A(d), section 1.10.9B 

below, and the PJM Manuals, as applicable. 

 

(ii) Determination of Available Synchronized Reserve Capability of 

Generation Resources 

 

(1) For each offer to supply reserves by a synchronized resource, the 

Office of the Interconnection shall determine the MW of available Synchronized 

Reserve capability offered in the Day-ahead Energy Market and Real-time Energy 

Market, in accordance with the PJM Manuals; except, however, that the Office of 

the Interconnection will not make such determination for hydroelectric generation 

resources or Energy Storage Resources.  Hydroelectric generation resources and 

Energy Storage Resources may submit offers for their available Synchronized 

Reserve capability as part of their offer into the Synchronized Reserve market, 

provided that such offer equals or exceeds 0.1 MW; however, any such resource 

which is subject to the must offer requirements in section 1.10.1A(j)(i) above must 

submit a Synchronized Reserve offer which specifies the MW of available 

Synchronized Reserve capability in order to remain compliant with such 

requirements. 

 

(2) An on-line generation resource’s available Synchronized Reserve 

capability, except for generation resources capable of synchronous condensing, 

shall be determined in accordance with the PJM Manuals and based on the 

resource’s current performance and initial energy output and the following offer 

parameters submitted as part of the resource’s energy offer:  (A) ramp rate; (B) 

Economic Minimum; and (C) the lesser of Economic Maximum and Synchronized 

Reserve maximum MW, where Synchronized Reserve maximum MW may be lower 

than the Economic Maximum only where the Market Seller has, in accordance 

with the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating configuration 

that prevents it from reliably providing Synchronized Reserves above the 

Synchronized Reserve maximum MW. 

 

For generation resources capable of synchronous condensing, the 

resource’s available Synchronized Reserve capability shall be based on the 
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following offer parameters submitted as part of the resource’s energy offer:  (D) 

ramp rate; (E) condense to generation time constraints; (F) Economic Minimum; 

and (G) the lesser of Economic Maximum and Synchronized Reserve maximum 

MW, where Synchronized Reserve maximum MW may be lower than the 

Economic Maximum only where the Market Seller has, in accordance with the 

procedures set forth in the PJM Manuals, submitted justification to the Office of 

the Interconnection that the resource has an operating configuration that prevents 

it from reliably providing Synchronized Reserves above the Synchronized Reserve 

maximum MW. 

 

(iii) Determination of Available Non-Synchronized Reserve Capability of 

Generation Resources 

 

(1) For each offer to supply reserves by an off-line generation 

resource, the Office of the Interconnection shall determine the MW of available 

Non-Synchronized Reserve capability offered in the Day-ahead Energy Market 

and Real-time Energy Market in accordance with the PJM Manuals; except, 

however, that the Office of the Interconnection will not make such determination 

for hydroelectric generation resources or Energy Storage Resources. Such 

hydroelectric generation resources or Energy Storage Resources may submit 

offers for their available Non-Synchronized Reserve capability as part of their 

offer into the Non-Synchronized Reserve market, provided that such offer equals 

or exceeds 0.1 MW; however, any such resource which is subject to the must offer 

requirements in section 1.10.1A(j)(i) above must submit a Non-Synchronized 

Reserve offer which specifies the MW of available Non-Synchronized Reserve 

capability in order to remain compliant with such requirements. 

 

(2) An off-line generation resource’s available Non-Synchronized 

Reserve capability shall be determined in accordance with the PJM Manuals and 

based on the following offer parameters submitted as part of the resource’s 

energy offer:  (A) startup time; (B) notification time; (C) ramp rate; (D) 

Economic Minimum; and (E) the lesser of Economic Maximum and Synchronized 

Reserve maximum MW, where Synchronized Reserve maximum MW may be lower 

than the Economic Maximum only where the Market Seller has, in accordance 

with the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating configuration 

that prevents it from reliably providing Non-Synchronized Reserves above its 

Synchronized Reserve maximum MW. 

 

(iv) Offers to Supply Synchronized Reserves by Economic Load Response 

Participant Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Economic Load Response Participants that submit offers to reduce 

demand into the Day-ahead Energy Market and Real-time Energy Market and 

wish to make their resources available to supply Synchronized Reserve may 

submit offers to supply Synchronized Reserve from such resources, where such 
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offers shall specify the megawatts of Synchronized Reserve being offered, which 

must equal or exceed 0.1 megawatts and such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day. 

 

(2) All offers to supply Synchronized Reserve offers from Economic 

Load Response Participant resources shall not exceed the expected value of the 

penalty for failing to provide Synchronized Reserve, as determined in accordance 

with section 1.10.1A(j)(i)(3) above.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this section 1.10.1A(d), section 1.10.9B below, and the PJM 

Manuals, as applicable. 

 

  (k) An Economic Load Response Participant that wishes to participate in the Day-

ahead Energy Market by reducing demand shall submit an offer to reduce demand to the Office 

of the Interconnection for each clock hour for which the Economic Load Response Participant 

desires to make its resource available to the Office of the Interconnection to reduce demand.  The 

offer must equal or exceed 0.1 megawatts, may vary hourly, and shall specify:  (i) the amount of 

the offered curtailment in minimum increments of .1 megawatts: (ii) the Day-ahead Locational 

Marginal Price above which the end-use customer will reduce load, subject to section 

1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, shutdown costs 

associated with reducing load, including direct labor and equipment costs, opportunity costs, 

and/or a minimum of number of contiguous hours for which the load reduction must be 

committed.  Such offers may be updated each hour, up to 65 minutes before the applicable clock 

hour during the Operating Day.  Economic Load Response Participants submitting offers to 

reduce demand in the Day-ahead Energy Market may establish an incremental offer curve, 

provided that such offer curve shall be limited to ten price pairs (in MWs) per hour. 

 

  (l) Market Sellers owning or controlling the output of an Economic Load Response 

Participant resource that was committed in an FRR Capacity Plan, or that was self-supplied or 

that offered and cleared in a Base Residual Auction or Incremental Auction, may submit demand 

reduction bids for the available load reduction capability of the Economic Load Response 

Participant resource.  The submission of demand reduction bids for Economic Load Response 

Participant resource increments that were not committed in an FRR Capacity Plan, or that have 

not cleared in a Base Residual Auction or Incremental Auction, shall be optional, but any such 

bids must contain the information required to be included in such bids, as specified in the PJM 

Economic Load Response Program.  An Economic Load Response Participant resource that was 

committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 

Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 

Energy Market as specified in the Economic Load Response Program; provided, however, that in 

the event of an Emergency PJM shall require Economic Load Response Participant resources to 

reduce load, notwithstanding that the Zonal LMP at the time such Emergency is declared is 

below the price identified in the demand reduction bid. 
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  (m) (i) Offers to Supply Secondary Reserve By Generation Resources 

 

(1) Market Sellers owning or controlling the output of a Generation 

Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, 

offered and cleared in a Base Residual Auction or Incremental Auction, or 

designated as replacement capacity, as specified in Tariff, Attachment DD, that is 

available for energy, is capable of providing Secondary Reserve, as specified in 

the PJM Manuals, and has not been rendered unavailable by a Generator 

Planned Outage, a Generator Maintenance Outage, or a Generator Forced 

Outage shall submit offers to supply Secondary Reserve, or otherwise make their 

Secondary Reserve capability available.  Such offers shall be for an amount equal 

to the resource’s available energy output achievable within thirty minutes (less its 

energy output achievable within ten minutes) from a request of the Office of the 

Interconnection.  Market Sellers of Generation Capacity Resources subject to this 

must-offer requirement that do not make the reserve capability of such resources 

available when such resource is able to operate with a dispatchable range (e.g. 

through offering a fixed output) will be in violation of this provision. 

 

(2) Market Sellers of all other generation resources located within the 

metered boundaries of the PJM Region that submit offers for the supply of energy 

into the Day-ahead Energy Market and/or Real-time Energy Market and are 

capable of providing Secondary Reserve, as specified in the PJM Manuals, shall 

be deemed to have made their reserve capability available to provide Secondary 

Reserve in the Day-ahead Energy Market and/or Real-time Energy Market for 

each clock hour for which the Market Seller submits an available offer to supply 

energy; provided, however that hydroelectric generation resources and Energy 

Storage Resources are not automatically deemed available to provide reserves 

based on the submission of an available energy offer but may submit offers to 

supply Secondary Reserve, as applicable. 

 

(3) Offers for the supply of Secondary Reserve shall be for 

$0.00/MWh.  Consistent with the resource’s offer to supply energy, such offers 

may vary hourly and may be updated each hour up to 65 minutes before the 

applicable clock hour during the Operating Day.  Offers shall be submitted to the 

Office of the Interconnection in the form specified by the Office of the 

Interconnection and shall contain the information specified in the Office of the 

Interconnection’s Offer Data specification, this subsection (d) above, section 

1.10.9B below, and the PJM Manuals, as applicable. 

 

(ii) Determination of Available Secondary Reserve Capability of Generation 

Resources 

 

(1) For each offer to supply Secondary Reserve by a generation 

resource, the Office of the Interconnection shall determine the MW of available 

Secondary Reserve capability offered in the Day-ahead Energy Market and Real-

time Energy Market in accordance with the PJM Manuals; except, however, that 
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the Office of the Interconnection will not make such determination for 

hydroelectric generation resources or Energy Storage Resources.  Hydroelectric 

generation resources or Energy Storage Resources may submit their available 

Secondary Reserve capability as part of their offer into the Secondary Reserve 

market, provided that such offer equals or exceeds 0.1 MW; however, any such 

resource which is subject to the must offer requirements in section 1.10.1A(m)(i) 

above must submit a Secondary Reserve offer which specifies the MW of available 

Secondary Reserve capability in order to remain compliant with such 

requirements. 

 

(2)  (A) An on-line generation resource’s available Secondary 

Reserve capability, except for generation resources capable of 

synchronous condensing, shall be based on the resource’s current 

performance and initial energy output, the resource’s available 

Synchronized Reserve capability; and the following offer parameters 

submitted as part of the energy offer:  (i) ramp rate; (ii) Economic 

Minimum; and (iii) the lesser of Economic Maximum and Secondary 

Reserve maximum MW, where a resource’s Secondary Reserve maximum 

MW may be less than the Economic Maximum only where the Market 

Seller has, in accordance with the procedures set forth in the PJM 

Manuals, submitted justification to the Office of the Interconnection that 

the resource has an operating configuration that prevents it from reliably 

providing Secondary Reserves above its Secondary Reserve maximum 

MW. 

 

(B) For generation resources capable of synchronous 

condensing, the resource’s available Secondary Reserve capability shall 

be based on the following offer parameters submitted as part of the energy 

offer:  (i) ramp rate; (ii) condense to generation time constraints; (iii) 

Economic Minimum; and (iv) the lesser of Economic Maximum and 

Secondary Reserve maximum MW, where a resource’s Secondary Reserve 

maximum MW may be less than the Economic Maximum only where the 

Market Seller has, in accordance with the procedures set forth in the PJM 

Manuals, submitted justification to the Office of the Interconnection that 

the resource has an operating configuration that prevents it from reliably 

providing Secondary Reserves above its Secondary Reserve maximum 

MW. 

 

(C) An off-line generation resource’s available Secondary 

Reserve capability, shall be based on the resource’s available Secondary 

Reserve capability and the following offer parameters submitted as part of 

the resource’s energy offer:  (i) startup time; (ii) notification time; (iii) 

ramp rate; (iv) Economic Minimum; and (v) the lesser of Economic 

Maximum and Secondary Reserve maximum MW, where a resource’s 

Secondary Reserve maximum MW may be less than the Economic 

Maximum only where the Market Seller has, in accordance with the 
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procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating 

configuration that prevents it from reliably providing Secondary Reserves 

above its Secondary Reserve maximum MW. 

 

(iii) Offers to Supply Secondary Reserves by Economic Load Response 

Participant resources 

 

(1) Each Economic Load Response Participant that submits offers to 

reduce demand into the Day-ahead Energy Market and Real-time Energy Market 

and wishes to make their resources available to supply Secondary Reserve shall 

submit offers to supply Secondary Reserve from such resources, where such offers 

shall specify the megawatts of Secondary Reserve being offered, which must equal 

or exceed 0.1 megawatts and include such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day. 

 

(2) All Secondary Reserve offers by Economic Load Response Participant resources shall be 

for $0.00/MWh.  Offers shall be submitted to the Office of the Interconnection in the form 

specified by the Office of the Interconnection and shall contain the information specified in the 

Office of the Interconnection’s Offer Data specification, this section 1.10.1A(d), section 1.10.9B 

below, and the PJM Manuals, as applicable. 

 

 (n) A Market Participant may submit a Day-Ahead Pseudo-Tie Transaction for a 

Market Participant’s generator within the PJM balancing authority area that is a Pseudo-Tie into 

the MISO balancing authority area.  Day-Ahead Pseudo-Tie Transactions combine an offer to 

sell energy at a source with a bid to buy the same megawatt quantity of energy at a sink where 

such transaction specifies the maximum difference between the Locational Marginal Prices at the 

source and sink. 

 

Each Day-Ahead Pseudo-Tie Transaction shall: (1) source at a Market Participant’s generator 

within the PJM balancing authority area that Pseudo-Ties into MISO; and (2) sink at the PJM-

MISO interface.  A Market Participant must reserve transmission service in accordance with the 

PJM Tariff for each Day-Ahead Pseudo-Tie Transaction.  Megawatt quantities for Day-Ahead 

Pseudo-Tie Transactions shall be greater than zero and less than or equal to the transmission 

service reserved for the Day-Ahead Pseudo-Tie Transaction.  An accepted Day-Ahead Pseudo-

Tie Transaction results in scheduled injection at a specified source and scheduled withdrawal of 

the same megawatt quantity at a specified sink in the Day-Ahead Energy Market. 

 

1.10.1B Demand Bid Scheduling and Screening 

 

(a) The Office of the Interconnection shall apply Demand Bid Screening to all 

Demand Bids submitted in the Day-ahead Energy Market for each Load Serving Entity, 

separately by Zone.  Using Demand Bid Screening, the Office of the Interconnection will 

automatically reject a Load Serving Entity’s Demand Bids in any future Operating Day for 
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which the Load Serving Entity submits bids if the total megawatt volume of such bids would 

exceed the Load Serving Entity’s Demand Bid Limit for any hour in such Operating Day, unless 

the Office of the Interconnection permits an exception pursuant to subsection (d) below. 

   

(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand 

Bid Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 

submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  

The Demand Bid Limit is calculated using the following equation:    

 

Demand Bid Limit = greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 

Demand Reference Point + 10MW) 

 

Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 

Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 

in each Zone for any hour over the most recently available seven Operating Days for 

which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 

applicable Zone that is calculated on a daily basis. 

 

(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand 

Bid Screening may change its Demand Bids to reduce its total megawatt volume to a level that 

does not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules 

related to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   

 

(d) PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid 

Limit when circumstances exist that will cause, or are reasonably expected to cause, a Load 

Serving Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. 

Examples of such circumstances include, but are not limited to, changes in load commitments 

due to state sponsored auctions, mergers and acquisitions between PJM Members, and sales and 

divestitures between PJM Members.  A Load Serving Entity may submit a written exception 

request to the Office of Interconnection for a higher Demand Bid Limit for an affected Operating 

Day.  Such request must include a detailed explanation of the circumstances at issue and 

supporting documentation that justify the Load Serving Entity’s expectation that its actual load 

will exceed its Demand Bid Limit. 

 

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 
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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. 
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1.10.3 Self-scheduled Resources. 

 

Self-scheduled resources shall be governed by the following principles and procedures. 

 

  (a) Each Generating Market Buyer shall use all reasonable efforts, consistent with 

Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 

 

  (b) The offered prices of resources that are self-scheduled, or otherwise not following 

the dispatch orders of the Office of the Interconnection, shall not be considered by the Office of 

the Interconnection in determining Locational Marginal Prices. 

 

  (c) Market Participants shall make available their self-scheduled resources to the 

Office of the Interconnection for coordinated operation to supply the Operating Reserves needs 

of the applicable Control Zone, by submitting an offer as to such resources. 

 

  (d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market 

that does not deliver the energy in the Real-time Energy Market, shall replace the energy not 

delivered with energy from the Real-time Energy Market and shall pay for such energy at the 

applicable Real-time Price. 

 

 (e) A Market Participant self-scheduling a resource to supply Synchronized Reserve 

in the Day-ahead Synchronized Reserve Market that does not deliver the scheduled megawatt 

quantity in the applicable real-time reserve market, shall replace the Synchronized Reserve not 

delivered and shall pay for such Synchronized Reserve at the applicable Real-time Synchronized 

Reserve Market Clearing Price.  Market Participants shall not self-schedule a resource to 

provide Secondary Reserve or Non-Synchronized Reserve. 

 

(f) For energy, hydropower units, excluding pumped storage units, may only be self-

scheduled. 

 

1.10.4 Capacity Resources. 

 

  (a) A Generation Capacity Resource committed to service of PJM loads under the 

Reliability Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-

scheduled resource shall be made available for scheduling and dispatch at the direction of the 

Office of the Interconnection.  Such a Generation Capacity Resource that does not deliver energy 

as scheduled shall be deemed to have experienced a Generator Forced Outage to the extent of 

such energy not delivered.  A Market Participant offering such Generation Capacity Resource in 

the Day-ahead Energy Market shall replace the energy not delivered with energy from the Real-

time Energy Market and shall pay for such energy at the applicable Real-time Price. 

 

  (b) Energy from a Generation Capacity Resource committed to service of PJM loads 

under the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 

scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 

may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 



 

Page 34 

with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 

not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 

must be made available upon request to the Office of the Interconnection for scheduling and 

dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 

Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 

applicable Real-time Price for energy delivered.  

 

  (c) A resource that has been self-scheduled shall not receive payments or credits for 

Start-up Costs or No-load Costs. 

 

1.10.5 External Resources.   

 

  (a) External Resources may submit offers to the PJM Interchange Energy Market, in 

accordance with the day-ahead and real-time scheduling processes specified above.  An External 

Resource selected as a pool-scheduled resource shall be made available for scheduling and 

dispatch at the direction of the Office of the Interconnection, and except as specified below shall 

be compensated on the same basis as other pool-scheduled resources.  External Resources that 

are not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 

basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 

Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 

resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 

resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 

such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 

PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 

 

  (b) Offers for External Resources from an aggregation of two or more generating 

units shall so indicate, and shall specify, in accordance with the Offer Data requirements 

specified by the Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; 

(iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) unless such information 

has previously been made available to the Office of the Interconnection, sufficient information, 

as specified in the PJM Manuals, to enable the Office of the Interconnection to model the flow 

into the PJM Region of any energy from the External Resources scheduled in accordance with 

the Offer Data.   

 

  (c) Offers for External Resources on a resource-specific basis shall specify the 

resource being offered, along with the information specified in the Offer Data as applicable. 

 

1.10.6 External Market Buyers. 

 

  (a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the 

Office of the Interconnection shall be delivered on a block loaded basis to the bus or buses at the 

electrical boundaries of the PJM Region, or in such area with respect to an External Market 

Buyer’s load within such area not served by Network Service, at which the energy is delivered to 

or for the External Market Buyer.  External Market Buyers shall be charged (which charge may 

be positive or negative) at either the Day-ahead Prices or Real-time Prices, whichever is 

applicable, for energy at the foregoing bus or buses. 
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  (b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 

Interchange Energy Market shall conform to the ramping and other applicable requirements of 

the interconnection agreement between the PJM Region and the Control Area to which, whether 

as an intermediate or final point of delivery, the purchased energy will initially be delivered. 

 

  (c) The Office of the Interconnection shall curtail deliveries to an External Market 

Buyer if necessary to maintain appropriate reserve levels for a Control Zone as defined in the 

PJM Manuals, or to avoid shedding load in such Control Zone. 

 

1.10.7 Bilateral Transactions.   

 

Bilateral transactions as to which the parties have notified the Office of the Interconnection by 

the deadline specified in section 1.10.1A above that they elect not to be included in the Day-

ahead Energy Market and that they are not willing to incur Transmission Congestion Charges in 

the Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary 

to reduce or alleviate transmission congestion.  Bilateral transactions that were not included in 

the Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 

transactions that were accepted in the Day-ahead Energy Market shall continue to be 

implemented during periods of congestion, except as may be necessary to respond to 

Emergencies. 

 

1.10.8 Office of the Interconnection Responsibilities. 

 

  (a) The Office of the Interconnection shall use its best efforts to determine (i) the 

least-cost means of satisfying the projected hourly requirements for energy, Operating Reserves, 

and other ancillary services of the Market Buyers, including the reliability requirements of the 

PJM Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 

Operating Reserve and other ancillary service requirements for any portion of the load forecast 

of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-

ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 

take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 

Market and PJM Region energy requirements, giving due consideration to the energy 

requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 

properly submitted by PRD Providers; (ii) the offers submitted by Market Sellers; (iii) the 

availability of limited energy resources; (iv) the capacity, location, and other relevant 

characteristics of self-scheduled resources; (v) the objectives of each Control Zone for Operating 

Reserves, as specified in the PJM Manuals; (vi) the requirements of each Regulation Zone for 

Regulation and other ancillary services, as specified in the PJM Manuals; (vii) the benefits of 

avoiding or minimizing transmission constraint control operations, as specified in the PJM 

Manuals; and (viii) such other factors as the Office of the Interconnection reasonably concludes 

are relevant to the foregoing determination, including, without limitation, transmission 

constraints on external coordinated flowgates to the extent provided by Tariff, Attachment K-

Appendix, section 1.7.6.  The Office of the Interconnection shall develop a Day-ahead Energy 

Market based on the foregoing determination, and shall determine the Day-ahead Prices resulting 

from such schedule.  The Office of the Interconnection shall report the planned schedule for a 
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hydropower resource to the operator of that resource as necessary for plant safety and security, 

and legal limitations on pond elevations. 

 

  (b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each 

Operating Day, or such other  deadline as may be specified by the Office of the Interconnection 

in the PJM Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead 

Energy Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 

Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 

and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 

this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 

Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 

extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 

otherwise interferes with the ability of the Office of the Interconnection to obtain Market 

Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  

Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 

data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 

the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 

as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 

Members as soon as practicable.  

 

  (c) Following posting of the information specified in section 1.10.8(b), and absent 

extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 

of the Interconnection shall revise its schedule of generation resources to reflect updated 

projections of load, conditions affecting electric system operations in the PJM Region, the 

availability of and constraints on limited energy and other resources, transmission constraints, 

and other relevant factors.   

 

  (d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 

PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 

Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 

PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 

scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 

negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 

pursuant to Tariff, Attachment K-Appendix, section 3.3A.  Notwithstanding the foregoing, if the 

Office of the Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 p.m. 

on the day before the affected Operating Day due to extraordinary circumstances as described in 

subsection (b) above, no settlements shall be made for the Day-ahead Energy Market, no 

scheduled megawatt quantities shall be established, and no Day-ahead Prices shall be established 

for that Operating Day.  Rather, for purposes of settlements for such Operating Day, the Office 

of the Interconnection shall utilize a scheduled megawatt quantity and price of zero and all 

settlements, including Financial Transmission Right Target Allocations, will be based on the 

real-time quantities and prices as determined pursuant to Tariff, Attachment K-Appendix, section 

2.4 and Tariff, Attachment K-Appendix, section 2.5. 

 

 (e) If the Office of the Interconnection discovers an potential error in prices and/or 

cleared quantities in the Day-ahead Energy Market or Day-ahead Ancillary Services Markets, or 
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the Real-time Energy Market or Real-time Ancillary Services Markets after it has posted the 

results for these markets on its Web site, the Office of the Interconnection shall notify Market 

Participants of the error as soon as possible after it is found, but in no event later than 12:00 p.m. 

of the second Business Day following the Operating Day for the Real-time Energy Market and 

Real-time Ancillary Services Markets, and no later than 5:00 p.m. of the second Business Day 

following the initial publication of the results for the Day-ahead Energy Market and Day-ahead 

Ancillary Services Markets.  After this initial notification, if the Office of the Interconnection 

determines it is necessary to post modified results, it shall provide notification of its intent to do 

so, together with all available supporting documentation along with a description detailing the 

cause and scope of the error, by no later than 5:00 p.m. of the fifth Business Day following the 

Operating Day for the Real-time Energy Market and Real-time Ancillary Services Markets, and 

no later than 5:00 p.m. of the fifth Business Day following the initial publication of the results in 

the Day-ahead Energy Market and Day-ahead Ancillary Services Markets.  The provided 

description will not contain information that is market sensitive or confidential.  Thereafter, the 

Office of the Interconnection must post on its Web site the corrected results by no later than 5:00 

p.m. of the tenth calendar day following the Operating Day for the Day-ahead Energy Market, 

Real-time Energy Market, and Day-ahead Ancillary Services Markets, and Real-time Ancillary 

Service Markets. Should any of the above deadlines pass without the associated action on the 

part of the Office of the Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 

market results are under publicly noticed review by the FERC. 

 

 (f) Consistent with Operating Agreement, section 18.17.1, and notwithstanding 

anything to the contrary in the Operating Agreement or in the PJM Tariff, to allow the tracking 

of Market Participants’ non-aggregated bids and offers over time as required by FERC Order No. 

719, the Office of the Interconnection shall post on its Web site the non-aggregated bid data and 

Offer Data submitted by Market Participants (for participation in the PJM Interchange Energy 

Market) approximately four months after the bid or offer was submitted to the Office of the 

Interconnection.   

 

1.10.9 Hourly Scheduling. 

 

  (a) Following the initial posting by the Office of the Interconnection of the 

Locational Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right 

of the Office of the Interconnection to schedule and dispatch pool-scheduled resources and to 

direct that schedules be changed in an Emergency, and absent extraordinary circumstances 

preventing the clearing of the Day-ahead Energy Market, a generation rebidding period shall 

exist.  Typically the rebidding period shall be from the time the Office of the Interconnection 

posts the results of the Day-ahead Energy Market until 2:15 p.m. on the day before each 

Operating Day.  However, should the clearing of the Day-ahead Energy Market be significantly 

delayed, the Office of the Interconnection may establish a revised rebidding period.  During the 

rebidding period, Market Participants may submit revisions to generation Offer Data for the next 

Operating Day.  Adjustments to the Day-ahead Energy Market shall be settled at the applicable 

Real-time Prices, and shall not affect the obligation to pay or receive payment for the quantities 

of energy scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices. 
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  (b) A Market Participant may adjust the schedule of a resource under its dispatch 

control on an hour-to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, 

provided that the Office of the Interconnection is notified not later than 65 minutes prior to the 

hour in which the adjustment is to take effect, as follows and as specified in section 1.10.9A 

below: 

 

i) A Generating Market Buyer may self-schedule any of its resource 

increments, including hydropower resources, not previously designated as self-scheduled 

and not selected as a pool-scheduled resource in the Day-ahead Energy Market; 

 

ii) A Market Participant may request the scheduling of a non-firm bilateral 

transaction; or 

 

iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 

 

iv) A Generating Market Buyer may remove from service a resource 

increment, including a hydropower resource, that it had previously designated as self-

scheduled, provided that the Office of the Interconnection shall have the option to 

schedule energy from any such resource increment that is a Capacity Resource at the 

price offered in the scheduling process, with no obligation to pay any Start-Up Costs. 

 

  (c) An External Market Buyer may refuse delivery of some or all of the energy it 

requested to purchase in the Day-ahead Energy Market by notifying the Office of the 

Interconnection of the adjustment in deliveries not later than 65 minutes prior to the hour in 

which the adjustment is to take effect, but any such adjustment shall not affect the obligation of 

the External Market Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy 

Market at the applicable Day-ahead Prices. 

 

  (d) The Office of the Interconnection shall provide External Market Buyers and 

External Market Sellers and parties to bilateral transactions with any revisions to their schedules 

resulting from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The 

Office of the Interconnection may also commit additional resources after such time as system 

conditions require.  For each hour in the Operating Day, as soon as practicable after the deadlines 

specified in the foregoing subsection of this section 1.10, the Office of the Interconnection shall 

provide External Market Buyers and External Market Sellers and parties to bilateral transactions 

with any revisions to their schedules for the hour. 

 

1.10.9A  Updating Offers in Real-time 

 

(a) Each Market Seller may submit Real-time Offers for a resource up to 65 minutes before 

the applicable clock hour, and such Real-time Offers shall supersede any previous offer for that 

resource for the clock hour, as further described in the PJM Manuals and subject to the following 

conditions: 
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(i) A market-based Real-time Offer shall not exceed the applicable energy 

offer caps specified in this Schedule.  Once a Market Seller’s resource is committed for 

an applicable clock hour, the Market Seller may not increase its Incremental Energy 

Offer and may only submit a market-based Real-time Offer that is higher than its market-

based offer that was in effect at the time of commitment to reflect increases in the 

resource’s cost-based Start-up Costs and cost-based No-load Costs.  The Market Seller 

may elect not to have its market-based offer considered for dispatch and to have only its 

lowest cost-based offer considered for the remainder of the Operating Day.    
 

(ii) Cost-based Real-time Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection’s Offer Data 

specification, Operating Agreement, Schedule 1, sections 1.10.1A(d) and 1.10.9B, 

Operating Agreement, Schedule 2 and the PJM Manuals, as applicable.  If a Market 

Seller submits a market-based Real-time Offer for a particular clock hour in accordance 

with subsection (c) below, or if updates to a cost-based offer are required by the Market 

Seller’s approved Fuel Cost Policy, the Market Seller shall update its previously 

submitted cost-based Real-time Offer.   

 

(iii) If a Market Seller’s available cost-based offer is not compliant with 

Operating Agreement, Schedule 2 and the PJM Manuals at the time a Market Seller 

submits a market-based Real-time Offer for an applicable clock hour during the 

Operating Day, the Market Seller must submit an updated cost-based Real-time Offer 

consisting of an Incremental Energy Offer, Start-up Cost and No-load Cost for that clock 

hour that is compliant with Operating Agreement, Schedule 2 and the PJM Manuals. 

(b) Each Market Seller may submit Real-time Offers for a resource during and through the 

end of the applicable clock hour to update only the following offer parameters, as further 

described in the PJM Manuals: (1) Economic Minimum; (2) Economic Maximum; (3) 

emergency minimum MW; (4) emergency maximum MW; (5) unit availability status; (6) fixed 

output indicator; (7) Synchronized Reserve maximum MW; and (8) Secondary Reserve maximum 

MW.  Such Real-time Offers shall supersede any previous offer for that resource for the clock 

hour. 

1.10.9B  Offer Parameter Flexibility  

(a)  Market Sellers may, in accordance with sections 1.10.1A and 1.10.9A above, this 

section 1.10.9B, and the PJM Manuals, update offer parameters at any time up to 65 minutes 

before the applicable clock hour, including prior to the close of the Day-ahead Energy Market 

and prior to the close of the rebidding period specified in section 1.10.9, except that Market 

Sellers may not update their offers for the supply of energy, Secondary Reserve, Synchronized 

Reserve, Non-Synchronized Reserve, or demand reduction: (1) during the period after the close 

the Day-ahead Energy Market and prior to the posting of the Day-ahead Energy Market results 

pursuant to section 1.10.8(b); or (2) during the period after close of the rebidding period and 

prior to PJM announcing the results of the rebidding period pursuant to section 1.10.9(d). 



 

Page 40 

 

(b) For generation resource offers, Market Sellers may vary for each clock hour 

during the entire Operating Day the following offer parameters:  (1) cost-based Start-up Costs; 

(2) cost-based No-load Costs; (3) Incremental Energy Offer; (4) Economic Minimum and 

Economic Maximum; (5) emergency minimum MW and emergency maximum MW; (6) ramp 

rate; (7) Synchronized Reserve maximum MW; (8) Secondary Reserve maximum MW; and (9) for 

Real-time Offers only, (i) notification time and (ii) for uncommitted hours only, Minimum Run 

Time.   

 

(c) For Economic Load Response Participant resource offers, Market Sellers may 

vary for each clock hour during the entire Operating Day the following offer parameters:  (1) 

shutdown costs, (2) Incremental Energy Offer; (3) Economic Minimum; (4) Economic 

Maximum; and (5) for Real-time Offers only, (i) notification time and (ii) for uncommitted hours 

only, minimum down time. 

 

(d)  After the announcement of the results of the rebidding period pursuant to section 

1.10.9(d), a Market Seller may submit a Real-time Offer where offer parameters may differ from 

the offer originally submitted in the Day-ahead Energy Market, except that a Market Seller may 

not submit a Real-time Offer that changes, of the offer parameters listed in section 1.10.1A(d), 

the MW amounts specified in the Incremental Energy Offer, MW amounts specified in the ramp 

rate, maximum run time, and availability; provided, however, Market Sellers of dual-fueled 

resources may submit Real-time Offers for such resources that change the availability of a 

submitted cost-based offer. 
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7.1A Long-Term Financial Transmission Rights Auctions. 

 

7.1A.1 Auctions. 

 

 (i) Subsequent to each annual Financial Transmission Rights auction conducted 

pursuant to Operating Agreement, Schedule 1, section 7.1, the Office of the Interconnection shall 

conduct a long-term Financial Transmission Rights auction for the three consecutive Planning 

Periods immediately subsequent to the Planning Period during which the long-term Financial 

Transmission Rights auction is conducted.  PJMSettlement shall be the Counterparty to the 

purchases and sales of Financial Transmission Rights arising from such long-term Financial 

Transmission Rights auctions, provided however, that PJMSettlement shall not be a contracting 

party to any subsequent bilateral transfers of Financial Transmission Rights between Market 

Participants.  The conversion of an Auction Revenue Right to a Financial Transmission Right 

pursuant to this section 7 shall not constitute a purchase or sale transaction to which 

PJMSettlement is a contracting party. 

 

 (ii) The capacity offered for sale in long-term Financial Transmission Rights auctions 

shall be the residual system capability after the annual Auction Revenue Rights allocations and 

the annual Financial Transmission Rights auction.  In determining the residual capability the 

Office of the Interconnection shall assume that all Auction Revenue Rights allocated in the 

immediately prior annual Auction Revenue Rights allocation process, including Auction 

Revenue Rights made available in which transmission facilities which were modeled out of 

service in the annual Auction Revenue Rights allocations return to service, are self-scheduled 

into Financial Transmission Rights, which shall be modeled as fixed injections and withdrawals 

in the long-term Financial Transmission Rights auction.  Additionally, residual annual Auction 

Revenue Rights that become available through incremental capability created by future 

transmission upgrades as further described in the PJM Manuals shall be modeled as fixed 

injections and withdrawals in the long-term Financial Transmission Rights auction.  The long-

term Financial Transmission Rights auction model shall include all upgrades planned to be 

placed into service on or before June 30th of the first Planning Period within the three year period 

covered by the auction. The transmission upgrades to be modeled for this purpose shall only 

include those upgrades that, individually, or together, have 10% or more impact on the 

transmission congestion on an individual constraint or constraints with congestion of $5 million 

or more affecting a common congestion path.  Transmission upgrades modeled for this purpose 

also will be modeled in the subsequent long-term Financial Transmission Rights auction, as 

further detailed in the PJM Manuals. Residual Auction Revenue Rights created by an increase in 

transmission capability due to future transmission upgrades, as specified above, are determined 

only for modeling purposes and will not be allocated to Market Participants. 

 

 

7.1A.2 Frequency and Timing. 

 

The long-term Financial Transmission Rights auction process shall consist of five rounds.  The 

first round shall be conducted by the Office of the Interconnection approximately 11 months 

prior to the start of the three Planning Period term covered by the relevant long-term Financial 

Transmission Rights auction.  The second round shall be conducted approximately 2 months 
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after the first round. The third round shall be conducted approximately 2 months after the second 

round.  The fourth round shall be conducted approximately 2 months after the third round, and 

the fifth round shall be conducted approximately 3 months after the fourth round.  In each round 

20 percent of total capacity available in the long-term Financial Transmission Rights auction 

shall be offered for sale.  Eligible entities may submit bids to purchase and offers to sell 

Financial Transmission Rights at the start of the bidding period in each round. The bidding 

period shall be three Business Days ending at 5:00 p.m. on the last day.  PJM performs the 

Financial Transmission Rights auction clearing analysis for each round and posts the auction 

results on the market user interface within five Business Days after the close of the bidding 

period for each round unless circumstances beyond PJM’s control prevent PJM from meeting the 

applicable deadline.  Under such circumstances, PJM will post the auction results at the earliest 

possible opportunity.  If the Office of the Interconnection discovers an potential error in the 

results posted for a long-term Financial Transmission Rights auction, the Office of the 

Interconnection shall notify Market Participants of the error as soon as possible after it is found, 

but in no event later than 5:00 p.m. of the Business Day immediately following the initial 

publication of the results for that auction. After this initial notification, if the Office of the 

Interconnection determines it is necessary to post modified auction results, it shall provide 

notification of its intent to do so, together with all available supporting documentation along with 

a description detailing the cause and scope of the error, by no later than 5:00 p.m. of the second 

Business Day following the initial publication of prices for that auction.  The provided 

description will not contain information that is market sensitive or confidential.  Thereafter, the 

Office of the Interconnection must post the corrected prices by no later than 5:00 p.m. of the 

fourth calendar day following the initial publication of prices in the auction. Should any of the 

above deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 

publicly noticed review by the FERC. 

 

7.1A.3 Products. 

 

 (i) The periods covered by long-term Financial Transmission Rights auctions shall be 

any single Planning Period within the three Planning Period term covered by the relevant 

auction.   

 

 (ii) On-peak, off-peak and 24-hour Financial Transmission Right Obligations, shall 

be offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 

options shall not be offered.   

 

7.1A.4 Participation Eligibility. 

 

 (i) To participate in long-term Financial Transmission Rights auctions an entity shall 

be a PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers 

in long-term Financial Transmission Rights auctions, provided they own Financial Transmission 

Rights offered for sale.  

 

7.1A.5 Specified Receipt and Delivery Points. 
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The Office of the Interconnection will post a list of available receipt and delivery points for each 

long-term Financial Transmission Rights auction.  Eligible receipt and delivery points in long-

term Financial Transmission Rights auctions shall be limited to the posted available hubs, Zones, 

aggregates, generators, and Interface Pricing Points.
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7.4 Allocation of Auction Revenues. 

 

7.4.1 Eligibility. 

 

(a) Annual auction revenues, net of payments to entities selling Financial Transmission 

Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 

proportion to the Target Allocation of Auction Revenue Rights Credits for the holder. 

 

(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 

of the applicable Annual Financial Transmission Rights auction. 

 

(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 

entities selling Financial Transmission Rights into the auction, shall be allocated according to the 

following priority schedule: 

 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 

Operating Agreement, Schedule 1, section 7.4.4.  If there are excess revenues 

remaining after a distribution made pursuant to this subsection, such revenues 

shall be distributed in accordance with subsection (c)(ii) of this section; 

 

(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 

more than their Target Allocation as determined pursuant to Operating 

Agreement, Schedule 1, section 7.4.3(b).  If there are excess revenues remaining 

after a distribution made pursuant to this subsection, such revenues shall be 

distributed in accordance with subsection (c)(iii) of this section; 

 

(iii) In accordance with Operating Agreement, Schedule 1, section 5.2.6. 

 

(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 

Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 

FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 

distributed equally across each Planning Period in the effective term of the FTR.  Long-term 

FTR auction revenue distributions within a Planning Period shall be in accordance with the 

following provisions: 

 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 

Rights holders in the effective Planning Period for the FTR.  The distribution shall 

be in proportion to the economic value of the ARRs when compared to the annual 

FTR auction clearing prices from each round proportionately.    

 

(ii) Long-term FTR auction revenues remaining after distributions made 

pursuant to Operating Agreement, Schedule 1, section 7.4.1(d)(ii) shall be 

distributed pursuant to Operating Agreement, Schedule 1, section 5.2.6 of 

Schedule 1 of this Agreement.  
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7.4.2 Auction Revenue Rights. 

 

(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 

Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  

Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 

Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 

Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 

and 7.5 hereof and the PJM Manuals.  

 

With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 

discovers an potential error in the allocation, the Office of the Interconnection shall notify 

Market Participants of the error as soon as possible after it is found, but in no event later than 

5:00 p.m. of the Business Day following the initial publication of allocation results.  After this 

initial notification, if the Office of the Interconnection determines that it is necessary to post 

modified allocation results, it shall provide notification of its intent to do so, together with all 

available supporting documentation along with a description detailing the cause and scope of the 

error, by no later than 5:00 p.m. of the second Business Day following the publication of the 

initial allocation.  The provided description will not contain information that is market sensitive 

or confidential.  Thereafter, the Office of the Interconnection must post any corrected allocation 

results by no later than 5:00 p.m. of the fourth calendar day following the initial publication. 

Should any of the above deadlines pass without the associated action on the part of the Office of 

the Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced allocation is under 

publicly noticed review by the FERC. 

 

(b) In stage 1A of the allocation process, each Network Service User may request Auction 

Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 

immediately ensuing PJM Planning Period from a subset of the Active Historical Generation 

Resources or Qualified Replacement Resources , and each Qualifying Transmission Customer 

(as defined in subsection (f) of this section) may request Auction Revenue Rights based on the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  Active Historical Generation Resources shall mean those historical resources that were 

designated to be delivered to load based on the historical reference year, and which have not 

since been deactivated and, further, only up to the current installed capacity value of such 

resource as of the annual allocation of ARRs for the target PJM Planning Period.  Qualified 

Replacement Resources shall mean those resources the Office of the Interconnection designates 

for the ensuing Planning Period to replace historical resources that no longer qualify as Active 

Historical Generation Resources and that maximize the economic value of ARRs while 

maintaining Simultaneous Feasibility, as further described in the PJM Manuals.   

 

Prior to the stage 1A of the allocation process, the Office of the Interconnection shall determine, 

for each Zone, the amount of megawatts of ARRs available from Active Historical Generation 

Resources in that Zone and the amount of megawatts required from Qualified Replacement 

Resources.  The Office of the Interconnection shall designate Qualified Replacement Resources 

as follows, and as further described in the PJM Manuals.  Qualified Replacement Resources shall 
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be either from a (1) capacity resource that has been included in the rate base of a specific Load 

Serving Entity in a particular Zone, using criteria for rate-based as specified in sections 7.6 and 

7.7 hereof concerning New Stage 1 Resources and Alternative Stage 1 Resources; or (2) from a 

non-rate-based capacity resource.   

 

Prior to the end of each PJM Planning Period the Office of the Interconnection will determine 

which Stage 1 Resources are no longer viable for the next PJM Planning Period and then will 

replace such source points with Qualified Replacement Resources (i.e., Capacity Resources that 

pass the Simultaneous Feasibility Test and which are economic).  The Office of Interconnection 

will determine the replacement source points as follows. First, the Office of the Interconnection 

will compile a list of all Capacity Resources that are operational as of the beginning of the next 

Planning Period, that are not currently designated as source points and will post such list on the 

PJM website prior to finalizing the Stage 1 eligible resource list for each transmission zone for 

review by Market Participants. In the first instance, all such resources will be considered to be 

non-rate-based. Market Participants will be asked to review the posted resource list and provide 

evidence to the Office of the Interconnection, if any, of the posted resources that shall be 

classified as rate-based resources. Once the replacement resource list along with the resource 

status is finalized after any input from Market Participants, the Office of the Interconnection will 

create two categories of resources for each Stage 1 transmission zone based on economic order: 

one for rate-based; and a second for non-rate-based resources. When determining economic 

order, the Office of the Interconnection will utilize historical source and sink Day-ahead Energy 

Market Congestion Locational Marginal Prices (“CLMPs”). Historical value will be based on the 

previous three years’ CLMP sink versus CLMP source differences weighted by 50% for the 

previous calendar year, weighted by 30% for the year prior and weighted by 20% for the year 

prior. To the extent replacement resources do not have three years’ worth historical data, 

weighting will be performed either 50/50% in the case of two years or 100% in the case of one 

year worth of historical data.  If a full year of historical data is not available, PJM will utilize the 

CLMP from the closest electrically equivalent location to compose an entire year of historical 

data.  Once the economic order is established for each Stage 1 zonal rate-based and non-rate-

based generator categories, the Office of the Interconnection will begin to replace Stage 1 zonal 

retirements with the Qualified Replacement Resources by first utilizing rate-based resources in 

the economic order while respecting transmission limitations. And once the rate-based resource 

determination is concluded, the Office of the Interconnection will then utilize non-rate-based 

resources, in economic order, while respecting transmission limitations as described previously. 

 

The historical reference year for all Zones shall be 1998, except that the historical reference year 

shall be:  2002 for the Allegheny Power and Rockland Electric Zones; 2004 for the AEP East, 

The Dayton Power & Light Company and Commonwealth Edison Company Zones; 2005 for the 

Virginia Electric and Power Company and Duquesne Light Company Zones; 2011 for the ATSI 

Zone; 2012 for the DEOK Zone; 2013 for the EKPC Zone; 2018 for the OVEC Zone; and the 

Office of the Interconnection shall specify a historical reference year for a new PJM zone 

corresponding to the year that the zone is integrated into the PJM Interchange Energy Market.  

For stage 1, the Office of the Interconnection shall determine a set of eligible historical 

generation resources for each Zone based on the historical reference year and assign a pro rata 

amount of megawatt capability from each historical generation resource to each Network Service 

User in the Zone based on its proportion of peak load in the Zone.  Auction Revenue Rights shall 
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be allocated to each Network Service User in a Zone from each historical generation resource in 

a number of megawatts equal to or less than the amount of the historical generation resource that 

has been assigned to the Network Service User.  Each Auction Revenue Right allocated to a 

Network Service User shall be to the Energy Settlement Area of such Network Service User as 

described in Section 31.7 of Part III of the Tariff, unless the Network Service User’s Energy 

Settlement Area represents the Residual Metered Load of an electric distribution company’s fully 

metered franchise area(s) or service territory(ies) and the Network Service User elects to have its 

Auction Revenue Rights allocated at the aggregate load buses in a Zone.  In stage 1A of the 

allocation process, the sum of each Network Service User’s allocated Auction Revenue Rights 

for a Zone must be equal to or less than the Network Service User’s pro-rata share of the Zonal 

Base Load for that Zone.  Each Network Service User’s pro-rata share of the Zonal Base Load 

shall be based on its proportion of peak load in the Zone. The sum of each Network Service 

User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less than fifty 

percent (50%) of the Network Service User’s transmission responsibility for Non-Zone Network 

Load as determined under Section 34.1 of the Tariff.  The sum of each Qualifying Transmission 

Customer’s Auction Revenue Rights must be equal to or less than fifty percent (50%) of the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  If stage 1A Auction Revenue Rights are adversely affected by any new or revised statute, 

regulation or rule issued by an entity with jurisdiction over the Office of the Interconnection, the 

Office of the Interconnection shall, to the greatest extent practicable, and consistent with any 

such statute, regulation or rule change, preserve the priority of the stage 1A Auction Revenue 

Rights for a minimum period covering the ten (10) consecutive PJM Planning Periods (“Stage 

1A Transition Period”) immediately following the implementation of any such changes, provided 

that the terms of all stage 1A Auction Revenue Rights in effect at the time the Office of the 

Interconnection implements the Stage 1A Transition Period shall be reduced by one PJM 

Planning Period during each annual stage 1A Auction Revenue Rights allocation performed 

during the Stage 1A Transition Period so that all stage 1A Auction Revenue Rights that were 

effective at the start of the Stage 1A Transition Period expire at the end of that period. 

 

(c) In stage 1B of the allocation process each Network Service User may request Auction 

Revenue Rights from the subset of the resources determined pursuant to Section 7.4.2(b) that 

were not allocated in stage 1A of the allocation process, and each Qualifying Transmission 

Customer may request Auction Revenue Rights based on the megawatts of firm service 

determined pursuant to Section 7.4.2(b) that were not allocated in stage 1A of the allocation 

process. In stage 1B of the allocation process, the sum of each Network Service User’s allocation 

Auction Revenue Rights request for a Zone must be equal to or less than the difference between 

the Network Service User’s peak load for that Zone as determined pursuant to Section 34.1 of 

the Tariff and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 

process for that Zone.  The sum of each Network Service User’s Auction Revenue Rights for 

Non-Zone Network Load must be equal to or less than the difference between one hundred 

percent (100%) of the Network Service User’s transmission responsibility for Non-Zone 

Network Load as determined pursuant to Section 7.4.2(b) and the sum of its Auction Revenue 

Rights Allocation from stage 1A of the allocation process for that Zone.  The sum of each 

Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or less than the 

difference between one hundred percent (100%) of the 
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megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 

Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 

 

(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 

iterative allocation process that consists of three rounds with up to one third of the remaining 

system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 

process will be conducted sequentially with Network Service Users and Transmission Customers 

being given the opportunity to view results of each allocation round prior to submission of 

Auction Revenue Right requests into the subsequent round.  In each round, each Network 

Service User shall designate a subset of buses from which Auction Revenue Rights will be 

sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 

external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 

Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 

Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 

described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 

Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 

Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 

User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 

company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 

elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 

each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 

for each Zone must be equal to or less than one third of the difference between the Network 

Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 

its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 

Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 

 

(e) On a daily basis within the annual Financial Transmission Rights auction period, a 

proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 

reallocated as Network Load changes from one Network Service User to another within that 

Zone. 

 

(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-

Term Firm Point-to-Point Transmission Service, used to deliver energy from a designated 

Network Resource located either outside or within the PJM Region to load located either outside 

or within the PJM Region, and that was confirmed and in effect during the historical reference 

year for the Zone in which the resource is located.  Such an agreement shall allow the Qualifying 

Transmission Customer to participate in the first stage of the allocation, but only if such 

agreement has remained in effect continuously following the historical reference year and is to 

continue in effect for the period addressed by the allocation, either by its term or by renewal or 

rollover.  The megawatts of Auction Revenue Rights the Qualifying Transmission Customer may 

request in the first stage of the allocation may not exceed the lesser of: (i) the megawatts of firm 

service between the designated Network Resource and the load delivery point (or applicable 

point at the border of the PJM Region for load located outside such region) under contract during 

the historical reference year; and (ii) the megawatts of firm service presently under contract 

between such historical reference year receipt and delivery points.  A Qualifying Transmission 

Customer may request Auction Revenue Rights in either or both of stage 1 or 2 of the allocation 



 

Page 49 

without regard to whether such customer is subject to a charge for Firm Point-to-Point 

Transmission Service under Section 1 of Schedule 7 of the PJM Tariff (“Base Transmission 

Charge”).  A Transmission Customer that is not a Qualifying Transmission Customer may 

request Auction Revenue Rights in stage 2 of the allocation process, but only if it is subject to a 

Base Transmission Charge.  The Auction Revenue Rights that such a Transmission Customer 

may request in each round of stage 2 of the allocation process must be equal to or less than one 

third of the number of megawatts equal to the megawatts of firm service being provided between 

the receipt and delivery points as to which the Transmission Customer currently has Firm Point-

to-Point Transmission Service.  The source point of the Auction Revenue Rights must be the 

designated source point that is specified in the Transmission Service request and the sink point of 

the Auction Revenue Rights must be the designated sink point that is specified in the 

Transmission Service request.  A Qualifying Transmission Customer may request Auction 

Revenue Rights in each round of stage 2 of the allocation process in a number of megawatts 

equal to or less than one third of the difference between the number of megawatts of firm service 

being provided between the receipt and delivery points as to which the Transmission Customer 

currently has Firm Point-to-Point Transmission Service and its Auction Revenue Right 

Allocation from stage 1 of the allocation process.   

 

(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 

1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 

applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 

may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 

PJM greater than their firm service to loads in MISO. 

 

(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 

simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 

process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 

the megawatt level requested and in inverse proportion to the effect on the binding constraints. 

 

(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 

process are not feasible due to system conditions, then PJM shall increase the capability limits of 

the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 

extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 

unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 

included in all rounds of the annual allocation and auction processes and in subsequent modeling 

during the Planning Year to support any incremental allocations of Auction Revenue Rights and 

monthly and balance of the Planning Period Financial Transmission Rights auctions unless and 

to the extent those system conditions that contributed to infeasibility in the annual process are 

not extant for the time period subject to the subsequent modeling, such as would be the case, for 

example, if transmission facilities are returned to service during the Planning Year.  In these 

cases, any increase in the capability limits taken under this subsection (i) during the annual 

process will be removed from subsequent modeling to support any incremental allocations of 

Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 

Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 

feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 

limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
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For the purposes of this subsection (i), extraordinary circumstances shall mean an event of force 

majeure that reduces the capability of existing or planned transmission facilities and such 

reduction in capability is the cause of the infeasibility of such Auction Revenue Rights.  

Extraordinary circumstances do not include those system conditions and assumptions modeled in 

simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 1 of this 

Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of this subsection (i) 

that would not otherwise have been feasible, then PJM shall notify Members and post on its web 

site (a) the aggregate megawatt quantities, by sources and sinks, of such Auction Revenue Rights 

and (b) any increases in capability limits used to allocate such Auction Revenue Rights. 

 

(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 

Transmission Customers and Network Service Users serving Non-Zone Network Load may 

participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 

7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 

 

i. The relevant Transmission Service shall be used to deliver energy from a 

designated Network Resource located either outside or within the PJM 

Region to load located outside the PJM Region.  

 

ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 

effect for the stage 1A period addressed by the allocation; and 2) the 

control area in which the external load is located has similar rules for load 

external to the relevant control area. 

 

iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 

serving the load located outside the PJM Region; or 2) generation 

resources subject to a bona fide firm energy and capacity supply contract 

executed by the LSE to meet its load obligations, provided that such 

contract remains in force and effect for a minimum term of ten (10) years 

from the first effective Planning Period that follows the initial stage 1 

request. 

 

iv. For Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) , the generation resource(s) designated as source points may 

include any portion of the generating capacity of such resource(s) that is 

not, at the time of the request, already identified as a Capacity Resource. 

 

v. For Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j), at the time of the request, the 

generation resource(s) designated as source points must either be 

committed into PJM’s RPM market or be designated as part of the entity’s 
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FRR Capacity Plan for the purpose of serving the capacity requirement of 

the external load.    

 

vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 

annual Auction Revenue Rights allocation or in future stage 1A 

allocations and shall not cause megawatt flow to exceed applicable ratings 

on any other facilities in either set of conditions in the simultaneous 

feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 

vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 

allocation year with all existing stage 1 and stage 2 Auction Revenue 

Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 

year allocation model with all eligible stage 1A Auction Revenue Rights 

for each year including base load growth for each year. 

 

viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 

Planning Period shall be processed for the next annual Auction Revenue 

Rights  allocation. Requests received after November 1st shall not be 

considered for the upcoming annual Auction Revenue Rights allocation. If 

all requests are not simultaneously feasible then requests will be awarded 

on a pro-rata basis.  

 

ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 

evaluated at the same time. If all requests are not simultaneously feasible 

then requests will be awarded on a pro-rata basis. 

 

x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 

source points in subsequent annual Auction Revenue Rights allocations. 

 

xi. Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 

of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 

contract megawatt amount; or 2) the customer’s Firm Transmission 

Withdrawal Rights.  

 

xii. Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 

megawatts up to the lesser of: 1) the customer’s network service peak 

load; or 2) the customer’s Firm Transmission Withdrawal Rights.  
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xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 

megawatts authorized by subsections (xi) and (xii) of this subsection 

7.4.2(j).   

 

xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 

allowed megawatts authorized by subsections (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 

stage 1A.  

 

xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 

be equal to or less than one third of the difference between the maximum 

allowed megawatts authorized by paragraphs (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 

allocated in stage 1.  

 

xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 

amount may be replaced with an alternate resource pursuant to the process 

established in Section 7.7 of Schedule 1 of this Agreement. 

 

(k)  PJM Transmission Customers taking firm transmission service for the delivery of Direct 

Charging Energy to Energy Storage Resources are not eligible for allocation of Auction Revenue 

Rights. 

 

 

7.4.2a Bilateral Transfers of Auction Revenue Rights 

 

(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 

Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 

bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 

Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.  

 

(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 

or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 

the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 

to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 

Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 

bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 

under this Schedule.   

 

(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 

buyer any obligations associated with the Auction Revenue Rights or the right to receive an 
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allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 

Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 

bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 

the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 

Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 

right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 

attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 

Revenue Rights and remain subject to all credit requirements and obligations associated with the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 

 

(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 

Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 

associated with the Auction Revenue Right and for which payment is not made to 

PJMSettlement by the buyer under such a bilateral transfer.   

 

(e) All payments and related charges associated with such a bilateral contract shall be 

arranged between the parties to such bilateral contract and shall not be billed or settled by 

PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 

Members will not assume financial responsibility for the failure of a party to perform obligations 

owed to the other party under such a bilateral contract reported to the Office of the 

Interconnection under this Schedule.   

 

(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 

be resolved solely between the buyer and the seller.  

 

7.4.3 Target Allocation of Auction Revenue Right Credits. 

 

(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 

Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 

annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 

four and multiplied by the price differences for the receipt and delivery points associated with 

the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 

minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 

delivery point is determined by the clearing prices of each round of the annual Financial 

Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 

Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 

entity’s Auction Revenue Rights. 

 

(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 

Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 

be determined on a monthly basis for each month in a Planning Period beginning with the month 

the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 

Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 

equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 

differential between the source and sink nodes of the corresponding FTR obligation in each 



 

Page 54 

prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 

Rights through the end of the relevant Planning Period. 

 

7.4.4 Calculation of Auction Revenue Right Credits. 

 

(a) Each day, the total of all the daily Target Allocations determined as specified above in 

Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 

day shall be compared to the total revenues of all applicable monthly Financial Transmission 

Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 

annual Financial Transmission Rights auction (divided by the number of days in the Planning 

Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 

Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 

Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 

pursuant to Section 5.2.6. 

 

(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 

of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 

to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 

positive Target Allocation value. Auction Revenue Rights which have a negative Target 

Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 

Right Credit. 

 

(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 

Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 

charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 

all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 

allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 

assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 

Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 

pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 

Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 

Allocation. 
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5.11 Posting of Information Relevant to the RPM Auctions 

 

 a) In accordance with the schedule provided in the PJM Manuals, PJM will post the 

following information for a Delivery Year prior to conducting the Base Residual Auction for 

such Delivery Year: 

 

i) The Preliminary PJM Region Peak Load Forecast (for the PJM Region, 

and allocated to each Zone); 

 

ii) The PJM Region Installed Reserve Margin, the Pool-wide average 

EFORd, the Forecast Pool Requirement, and all applicable Capacity Import Limits; 

 

iii) For the Delivery Years through May 31, 2018, the Demand Resource 

Factor; 

 

iv) The PJM Region Reliability Requirement, and the Variable Resource 

Requirement Curve for the PJM Region, including the details of any adjustments to account for 

Price Responsive Demand and any associated PRD Reservation Prices; 

 

v) The Locational Deliverability Area Reliability Requirement and the 

Variable Resource Requirement Curve for each Locational Deliverability Area for which a 

separate Variable Resource Requirement Curve has been established for such Base Residual 

Auction, including the details of any adjustments to account for Price Responsive Demand and 

any associated PRD Reservation Prices, and the CETO and CETL values for all Locational 

Deliverability Areas; 

 

vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the 

Minimum Annual Resource Requirement and the Minimum Extended Summer Resource 

Requirement for the PJM Region and for each Locational Deliverability Area for which PJM is 

required under Tariff, Attachment DD, section 5.10(a) to establish a separate VRR Curve for 

such Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and 

the Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability 

Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a 

separate VRR Curve for such Delivery Year.  For the 2018/2019 and 2019/2020 Delivery Years, 

the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints 

and the Base Capacity Resource Constraints for the PJM Region and for each Locational 

Deliverability Area for which the Office of the Interconnection is required under Tariff, 

Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year; 

 

vii) Any Transmission Upgrades that are expected to be in service for such 

Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies 

the project development milestones set forth in Tariff, Attachment DD, section 5.11A; 

 

viii) The bidding window time schedule for each auction to be conducted for 

such Delivery Year; and 
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ix) The Net Energy and Ancillary Services Revenue Offset values for the 

PJM Region for use in the Variable Resource Requirement Curves for the PJM Region and each 

Locational Deliverability Area for which a separate Variable Resource Requirement Curve has 

been established for such Base Residual Auction. 

 

 b) The information listed in (a) will be posted and applicable for the First, Second, 

Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent 

updated or adjusted as required by other provisions of this Tariff.   

 

 c) In accordance with the schedule provided in the PJM Manuals, PJM will post the 

Final PJM Region Peak Load Forecast and the allocation to each zone of the obligation resulting 

from such final forecast, following the completion of the final Incremental Auction (including 

any Conditional Incremental Auction) conducted for such Delivery Year;  

 

 d) In accordance with the schedule provided in the PJM Manuals, PJM will advise 

owners of Generation Capacity Resources of the updated EFORd values for such Generation 

Capacity Resources prior to the conduct of the Third Incremental Auction for such Delivery 

Year. 

 

 e) After conducting the Reliability Pricing Model Auctions, PJM will post the results 

of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA 

Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price 

equal to or less than the applicable Base Residual Auction clearing price.  The posted results 

shall include graphical supply curves that are (a) provided for the entire PJM Region, (b) 

provided for any Locational Deliverability Area for which there are four (4) or more suppliers, 

and (c) developed using a formulaic approach to smooth the curves using a statistical technique 

that fits a smooth curve to the underlying supply curve data while ensuring that the point of 

intersection between supply and demand curves is at the market clearing price.   

 

If PJM discovers an potential error in the initial posting of auction results for a particular 

Reliability Pricing Model Auction, it shall notify Market Participants of the error as soon as 

possible after it is found, but in no event later than 5:00 p.m. of the fifth Business Day following 

the initial publication of the results of the auction.  After this initial notification, if PJM 

determines it is necessary to post modified results, it shall provide notification of its intent to do 

so, together with all available supporting documentation along with a description detailing the 

cause and scope of the error, by no later than 5:00 p.m. of the seventh Business Day following 

the initial publication of the results of the auction.  The provided description will not contain 

information that is market sensitive or confidential.  Thereafter, PJM must post on its Web site 

any corrected auction results by no later than 5:00 p.m. of the tenth Business Day following the 

initial publication of the results of the auction. Should any of the above deadlines pass without 

the associated action on the part of the Office of the Interconnection, the originally posted results 

will be considered final. Notwithstanding the foregoing, the deadlines set forth above shall not 

apply if the referenced auction results are under publicly noticed review by the FERC.   

 



 
 
 
 
 
 

Section(s) of the  
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1.10 Scheduling. 

 

1.10.1 General. 

 

(a) The Office of the Interconnection shall administer scheduling processes to implement a 

Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be the 

Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market and 

the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party to 

bilateral transactions between Market Participants or with respect to a Generating Market 

Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 

Buyer’s Equivalent Load.  

 

(b) The Day-ahead Energy Market shall enable Market Participants to purchase and sell 

energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 

Transmission Customers to reserve transmission service with Transmission Congestion Charges 

and Transmission Loss Charges based on locational differences in Day-ahead Prices.  Up-to 

Congestion Transactions submitted in the Day-ahead Energy Market shall not require 

transmission service and Transmission Customers shall not reserve transmission service for such Up-

to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 

Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 

obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 

Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 

 

(c) (i) In the Real-time Energy Market, Market Participants that deviate from the 

amounts of energy purchases or sales scheduled in the Day-ahead Energy Market shall be 

obligated to purchase or sell energy for the amount of the deviations at the applicable Real-time 

Prices or price differences, unless otherwise specified by this Schedule. 

 

(ii) In the Real-time Energy Market, Transmission Customers that deviate from the 

transmission uses, scheduled in the Day-ahead Energy Market shall be obligated to pay 

Transmission Congestion Charges and Transmission Loss Charges for the amount of the 

deviations at the applicable Real-time Prices or price differences, unless otherwise specified by 

this Schedule. 

 

(iii) Market Participants that deviate in real-time from the amounts of Secondary 

Reserve, Non-Synchronized Reserve, or Synchronized Reserve sales, scheduled day-ahead shall 

be obligated to purchase Secondary Reserve, Non-Synchronized Reserve, or Synchronized 

Reserve for the amount of the deviations at the applicable Real-time Prices or price differences, 

unless otherwise specified by this Schedule. 

 

(d) The following scheduling procedures and principles shall govern the commitment of 

resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 

extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 

the day-ahead and hourly scheduling process, through which the Office of the Interconnection 

determines the Day-ahead Energy Market and determines, based on changing forecasts of 

conditions and actions by Market Participants and system constraints, a plan to serve the hourly 
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energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 

External Market Buyers in the least costly manner, subject to maintaining the reliability of the 

PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 

subject to the procedures of Operating Agreement, Schedule 1, section 1.13.  Scheduling shall be 

conducted as specified in section 1.10.1A below, subject to the following condition.  If the 

Office of the Interconnection’s forecast for the next seven days projects a likelihood of 

Emergency conditions, the Office of the Interconnection may commit, for all or part of such 

seven day period, to the use of generation resources with notification or start-up times greater 

than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 

the Market Sellers’ offers for such units for such periods and the specifications in the PJM 

Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 

an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 

hours of operation for the duration of any portion of such commitment that exceeds the 

maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 

Weather Alerts, consistent with Operating Agreement, Schedule 1, section 3.2.3 and Operating 

Agreement, Schedule 1, section 6.6. 

 

1.10.1A   Day-ahead and Real-time Energy Market Scheduling.  

 

The following actions shall occur not later than 11:00 a.m. on the day before the Operating Day 

for which transactions are being scheduled, or such other deadline as may be specified by the 

Office of the Interconnection in order to comply with the practical requirements and the 

economic and efficiency objectives of the scheduling process specified in this Schedule. 

 

(a) Each Market Participant may submit to the Office of the Interconnection specifications of 

the amount and location of its customer loads and/or energy purchases to be included in the Day-

ahead Energy Market for each hour of the next Operating Day, such specifications to comply 

with the requirements set forth in the PJM Manuals.  Each Market Buyer shall inform the Office 

of the Interconnection of the prices, if any, at which it desires not to include its load in the Day-

ahead Energy Market rather than pay the Day-ahead Price.  PRD Providers that have committed 

Price Responsive Demand in accordance with the Reliability Assurance Agreement shall submit 

to the Office of the Interconnection, in accordance with procedures specified in the PJM 

Manuals, any desired updates to their previously submitted PRD Curves, provided that such 

updates are consistent with their Price Responsive Demand commitments, and provided further 

that PRD Providers that are not Load Serving Entities for the Price Responsive Demand at issue 

may only submit PRD Curves for the Real-time Energy Market.  Price Responsive Demand that 

has been committed in accordance with the Reliability Assurance Agreement shall be presumed 

available for the next Operating Day in accordance with the most recently submitted PRD Curve 

unless the PRD Curve is updated to indicate otherwise.  PRD Providers may also submit PRD 

Curves for any Price Responsive Demand that is not committed in accordance with the 

Reliability Assurance Agreement; provided that PRD Providers that are not Load Serving 

Entities for the Price Responsive Demand at issue may only submit PRD Curves for the Real-

time Energy Market.  All PRD Curves shall be on a PRD Substation basis, and shall specify the 

maximum time period required to implement load reductions.    
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(b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  

(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 

Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such 

self-scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 

intent not to reduce output. 

 

(c) All Market Participants shall submit to the Office of the Interconnection schedules for 

any energy exports, energy imports, and wheel through transactions involving use of generation 

or Transmission Facilities as specified below, and shall inform the Office of the Interconnection 

if the transaction is to be scheduled in the Day-ahead Energy Market.  Any Market Participant 

that elects to schedule an export, import or wheel through transaction in the Day-ahead Energy 

Market may specify the price (such price not to exceed $2,000/MWh), if any, at which the 

export, import or wheel through transaction will be wholly or partially curtailed.  The foregoing 

price specification shall apply to the applicable interface pricing point.  Any Market Participant 

that elects not to schedule its export, import or wheel through transaction in the Day-ahead 

Energy Market shall inform the Office of the Interconnection if the parties to the transaction are 

not willing to incur Transmission Congestion and Loss Charges in the Real-time Energy Market 

in order to complete any such scheduled  transaction.  Such transactions in the Real-time Energy 

Market, other than Coordinated Transaction Schedules and emergency energy sales and 

purchases, may specify a price up to $2,000/MWh.  Scheduling of such transactions shall be 

conducted in accordance with the specifications in the PJM Manuals and the following 

requirements: 

 

i) Market Participants shall submit schedules for all energy purchases for 

delivery within the PJM Region, whether from resources inside or outside 

the PJM Region; 

 

ii) Market Participants shall submit schedules for exports for delivery outside 

the PJM Region from resources within the PJM Region that are not 

Dynamic Transfers to such entities pursuant to Operating Agreement, 

Schedule 1, section 1.12; and 

 

iii) In addition to the foregoing schedules for exports, imports and wheel 

through transactions, Market Participants shall submit confirmations of 

each scheduled transaction from each other party to the transaction in 

addition to the party submitting the schedule, or the adjacent Control Area. 

 

(c-1) A Market Participant may elect to submit in the Day-ahead Energy Market a form of 

Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the same 

megawatt quantity of energy at a sink where such transaction specifies the maximum difference 

between the Locational Marginal Prices at the source and sink.  The Office of Interconnection 

will schedule these transactions only to the extent this difference in Locational Marginal Prices is 

within the maximum amount specified by the Market Participant.  A Virtual Transaction of this 

type is referred to as an “Up-to Congestion Transaction.”  Such Up-to Congestion Transactions 

may be wholly or partially scheduled depending on the price difference between the source and 

sink locations in the Day-ahead Energy Market.  The maximum difference between the source 
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and sink prices that a participant may specify shall be limited to +/- $50/MWh.  The foregoing 

price specification shall apply to the price difference between the specified source and sink in the 

day-ahead scheduling process only.  An accepted Up-to Congestion Transaction results in 

scheduled injection at a specified source and scheduled withdrawal of the same megawatt 

quantity at a specified sink in the Day-ahead Energy Market.  

 

(c–2) A Market Participant may elect to submit an Increment Offer and/or Decrement Bid form 

of Virtual Transaction in the Day-ahead Energy Market and shall specify the price for such 

transaction which shall be limited to $2,000/megawatt-hour. 

 

 (c-3) Up-to Congestion Transactions may only be submitted at hubs, Residual Metered Load 

and interfaces not described in Tariff, Attachment K-Appendix, section 2.6A(b).  Increment 

Offers and Decrement Bids may be only submitted at hubs, nodes at which physical generation 

or load is settled, Residual Metered Load and interfaces not described in Tariff, Attachment K-

Appendix, section 2.6A(b). 

 

(d) Market Sellers in the Day-ahead Energy Market shall submit offers for the supply of 

energy, demand reductions, or other services for the following Operating Day for each clock 

hour for which the Market Seller desires or is required to make its resource available to the 

Office of the Interconnection.  Offers for the supply of energy may be cost-based, market-based, 

or both, and may vary hourly.  Offers shall be submitted to the Office of the Interconnection in 

the form specified by the Office of the Interconnection and shall contain the information 

specified in the Office of the Interconnection’s Offer Data specification, this section 1.10.1A(d), 

section 1.10.9B below, Operating Agreement, Schedule 2, and the PJM Manuals, as applicable.  

Market Sellers owning or controlling the output of a Generation Capacity Resource that is  

committed as a Capacity Resource under Tariff,  Attachment DD or RAA, Schedule 8.1, and that 

has not been rendered unavailable by a Generator Planned Outage, a Generator Maintenance 

Outage, or a Generator Forced Outage shall submit offers for the available capacity of such 

Generation Capacity Resource, including any portion that is self-scheduled by the Generating 

Market Buyer.  Such offers shall be based on the ICAP equivalent of the Market Seller’s cleared 

UCAP capacity commitment, provided, however, where the underlying resource is a Capacity 

Storage Resource or an Intermittent Resource, the Market Seller shall satisfy the must offer 

requirement by either self-scheduling or offering the unit as a dispatchable resource, in 

accordance with the PJM Manuals, where the hourly day-ahead self-scheduled values for such 

Capacity Storage Resources and Intermittent Resources may vary hour to hour from the capacity 

commitment.  Any offer not designated as a Maximum Emergency offer shall be considered 

available for scheduling and dispatch under both Emergency and non-Emergency conditions.  

Offers may only be designated as Maximum Emergency offers to the extent that the Generation 

Capacity Resource falls into at least one of the following categories:   

 

i)   Environmental limits.  If the resource has a limit on its run hours imposed 

by a federal, state, or other governmental agency that will significantly 

limit its availability, on either a temporary or long-term basis.  This 

includes a resource that is limited to operating only during declared PJM 

capacity emergencies by a governmental authority. 
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ii) Fuel limits.  If physical events beyond the control of the resource owner 

result in the temporary interruption of fuel supply and there is limited on-

site fuel storage.  A fuel supplier’s exercise of a contractual right to 

interrupt supply or delivery under an interruptible service agreement shall 

not qualify as an event beyond the control of the resource owner. 

 

iii) Temporary emergency conditions at the unit.  If temporary emergency 

physical conditions at the resource significantly limit its availability.  

  

iv) Temporary megawatt additions.  If a resource can provide additional 

megawatts on a temporary basis by oil topping, boiler over-pressure, or 

similar techniques, and such megawatts are not ordinarily otherwise 

available. 

 

The submission of offers for resource increments that are not committed as a Capacity Resource 

under Tariff, Attachment DD or RAA, Schedule 8.1 shall be optional, but any such offers must 

contain the information specified in the Office of the Interconnection’s Offer Data specification, 

Operating Agreement, Schedule 1, sections 1.10.1A(d), and 1.10.9B, Operating Agreement, 

Schedule 2, and the PJM Manuals, as applicable.  Energy offered from generation resources that 

are not committed as a Capacity Resource under Tariff, Attachment DD or RAA, Schedule 8.1 

shall not be supplied from resources that are included in or otherwise committed to supply the 

Operating Reserves of a Control Area outside the PJM Region.   

 

The foregoing offers:  

 

i) Shall specify the Generation Capacity Resource or Economic Load 

Response Participant resource and energy or demand reduction amount, 

respectively, for each clock hour in the offer period;  

 

ii) Shall specify the amounts and prices for each clock hour during the entire 

Operating Day for each resource component offered by the Market Seller 

to the Office of the Interconnection; 

 

iii) May specify for generation resources offer parameters for each clock hour 

during the entire Operating Day, as applicable and in accordance with 

section 1.10.9B below, including: (1) Minimum Run Time; (2) maximum 

run time; (3) Start-up Costs; (4) No-load Costs; (5) Incremental Energy 

Offer; (6) notification time; (7) availability; (8) ramp rate; (9) Economic 

Minimum; (10) Economic Maximum; (11) emergency minimum MW; 

(12) emergency maximum MW; (13) Synchronized Reserve maximum 

MW; (14) Secondary Reserve maximum MW; and (15) condense to 

generation time constraints, and may specify offer parameters for 

Economic Load Response Participant resources for each clock hour 

during the entire Operating Day, as applicable and in accordance with 

section 1.10.9B below, including: (1) minimum down time; (2) shutdown 
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costs; (3) Incremental Energy Offer; (4) notification time; (5) Economic 

Minimum; and (6) Economic Maximum; 

 

iv) Shall set forth any special conditions upon which the Market Seller 

proposes to supply a resource increment, including any curtailment rate 

specified in a bilateral contract for the output of the resource, or any 

cancellation fees; 

 

v) May include a schedule of offers for prices and operating data contingent 

on acceptance by the deadline specified in this Schedule, with  additional 

schedules applicable if accepted after the foregoing deadline; 

 

vi) Shall constitute an offer to submit the resource increment to the Office of 

the Interconnection for scheduling and dispatch in accordance with the 

terms of the offer for the clock hour, which offer shall remain open 

through the Operating Day, for which the offer is submitted, unless the 

Market Seller a) submits a Real-time Offer for the applicable clock hour, 

or b) updates the availability of its offer for that hour, as further described 

in the PJM Manuals; 

 

vii) Shall be final as to the price or prices at which the Market Seller proposes 

to supply energy or other services to the PJM Interchange Energy Market, 

such price or prices being guaranteed by the Market Seller for the period 

extending through the end of the following Operating Day, unless 

modified after the close of the Day-ahead Energy Market as permitted 

pursuant to sections 1.10.9A or 1.10.9B below;  

 

viii) Shall not exceed an energy offer price of $1,000/megawatt-hour for all 

generation resources, except (1) when a Market Seller’s cost-based offer is 

above $1,000/megawatt-hour and less than or equal to $2,000/megawatt-

hour, then its market-based offer must be less than or equal to the cost-

based offer; and (2) when a Market Seller’s cost-based offer is greater than 

$2,000/megawatt-hour, then its market-based offer must be less than or 

equal to $2,000/megawatt-hour;  

 

ix) Shall not exceed a demand reduction offer price of $1,000/megawatt-hour, 

except when an Economic Load Response Participant submits a cost-

based offer that includes an incremental cost component that is above 

$1,000/megawatt-hour, then its market-based offer must be less than or 

equal to the cost-based offer but in no event greater than 

$2,000/megawatt-hour;  

 

x) Shall not exceed an offer price as follows for Emergency Load Response 

and Pre-Emergency Load Response participants with: 
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 a) a 30 minute lead time, pursuant to Tariff, Attachment DD-1, section 

A.2, and the parallel provisions of RAA, Schedule 6, $1,000/megawatt-

hour, plus the applicable Reserve Penalty Factor for the Primary Reserve 

Requirement, minus $1.00; 

 

 b) an approved 60 minute lead time, pursuant to Tariff, Attachment DD-1, 

section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,000/megawatt-hour, plus [the applicable Reserve Penalty Factor for the 

Primary Reserve Requirement divided by 2]; and 

 c) an approved 120 minute lead time, pursuant to Tariff, Attachment DD-

1, section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,100/megawatt hour; and 

 

xi) Shall not exceed an offer price as follows for Emergency Load Response 

and Pre-Emergency Load Response participants with: 

 

a) a 30 minute lead time, pursuant to Tariff, Attachment DD-1, 

section A.2 and the parallel provision of RAA, Schedule 6, 

$1,849/megawatt-hour; 

 

b) an approved 60 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provision of RAA, Schedule 6, 

$1,425/megawatt-hour; and 

 

c) an approved 120 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,100/megawatt-hour; and 

 

 xi)  Shall not exceed an energy offer price of $0.00/MWh for pumped storage 

hydropower units scheduled by the Office of the Interconnection pursuant 

to the hydro optimization tool in the Day-ahead Energy Market. 

 

(e) A Market Seller that wishes to make a resource available to sell Regulation service shall 

submit an offer for Regulation for each clock hour for which the Market Seller desires to make 

its resource available to the Office of the Interconnection to provide Regulation that shall specify 

the megawatts of Regulation being offered, which must equal or exceed 0.1 megawatts, the 

Regulation Zone for which such Regulation is offered, the price of the capability offer in dollars 

per MW, the price of the performance offer in Dollars per change in MW, and such other 

information specified by the Office of the Interconnection as may be necessary to evaluate the 

offer and the resource’s opportunity costs.  Such offers may vary hourly, and may be updated 

each hour, up to 65 minutes before the applicable clock hour during the Operating Day.  The 

total of the performance offer multiplied by the historical average mileage used in the market 

clearing plus the capability offer shall not exceed $100/megawatt-hour in the case of Regulation 

offered for all Regulation Zones.  In addition to any market-based offer for Regulation, the 

Market Seller also shall submit a cost-based offer.  A cost-based offer must be in the form 
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specified in the PJM Manuals and consist of the following components as well as any other 

components specified in the PJM Manuals: 

 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 

rate increase resulting from operating the unit at lower megawatt output 

incurred from the provision of Regulation shall apply to the capability 

offer; 

 

ii.  The cost increase (in $/∆MW) in costs associated with movement of the 

regulation resource incurred from the provision of Regulation shall apply 

to the performance offer; and 

 

iii.  An adder of up to $12.00 per megawatt of Regulation provided applied to 

the capability offer. 

 

Qualified Regulation capability must satisfy the measurement and verification tests specified in 

the PJM Manuals. 

 

(f) Each Market Seller owning or controlling the output of a Generation Capacity Resource 

committed to service of PJM loads under the Reliability Pricing Model or Fixed Resource 

Requirement Alternative shall submit a forecast of the availability of each such Generation 

Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-binding 

forecast of the price at which it expects to offer a generation resource increment to the Office of 

the Interconnection over the next seven days, and (ii) shall submit a binding offer for energy, 

along with Start-up Costs and No-load Costs, if any, for the next seven days or part thereof, for 

any generation resource with minimum notification or start-up requirement greater than 24 

hours.  Such resources committed by the Office of the Interconnection will not receive Operating 

Reserve Credits nor otherwise be made whole for its hours of operation for the duration of any 

portion of such commitment that exceeds the maximum start-up and notification times for such 

resources during Hot Weather Alerts and Cold Weather Alerts, consistent with Operating 

Agreement, Schedule 1, section 3.2.3 and Operating Agreement, Schedule 1, section 6.6. 

 

(g) Each component of an offer by a Market Seller of a Generation Capacity Resource that is 

constant for the entire Operating Day and does not vary hour to hour shall remain in effect for 

subsequent Operating Days until superseded or canceled. 

 

(h) The Office of the Interconnection shall post the total hourly loads scheduled in the Day-

ahead Energy Market, as well as, its estimate of the combined hourly load of the Market Buyers 

for the next four days, and peak load forecasts for an additional three days. 

 

(i) Except for Economic Load Response Participants, all Market Participants may submit 

Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual Transactions 

must comply with the requirements set forth in the PJM Manuals and must specify amount, 

location and price, if any, at which the Market Participant desires to purchase or sell energy in 

the Day-ahead Energy Market.  The Office of the Interconnection may require that a market 

participant shall not submit in excess of a defined number of bid/offer segments in the Day-
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ahead Energy Market, as specified in the PJM Manuals, when the Office of the Interconnection 

determines that such limit is required to avoid or mitigate significant system performance 

problems related to bid/offer volume. Notice of the need to impose such limit shall be provided 

prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  For purposes 

of this provision, a bid/offer segment is each pairing of price and megawatt quantity submitted as 

part of an Increment Offer or Decrement Bid.  For purposes of applying this provision to an Up-

to Congestion Transaction, a bid/offer segment shall refer to the pairing of a source and sink 

designation, as well as price and megawatt quantity, that comprise each Up-to Congestion 

Transaction. 

 

(j) (i) Offers to Supply Synchronized and Non-Synchronized Reserves By Generation 

Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Market Sellers owning or controlling the output of a Generation Capacity 

Resource that was committed in an FRR Capacity Plan, self-supplied, offered and 

cleared in a Base Residual Auction or Incremental Auction, or designated as 

replacement capacity, as specified in Tariff, Attachment DD, is capable of 

providing Synchronized Reserve or Non-Synchronized Reserve as specified in the 

PJM Manuals, and has not been rendered unavailable by a Generator Planned 

Outage, a Generator Maintenance Outage, or a Generator Forced Outage, shall 

submit offers or otherwise make their 10-minute reserve capability available to 

supply Synchronized Reserve or, as applicable, Non-Synchronized Reserve, 

including any portion that is self-scheduled by the Generating Market Buyer, in 

an amount equal to the available 10-minute reserve capability of such Generation 

Capacity Resource.  Market Sellers of Generation Capacity Resources subject to 

this must-offer requirement that do not make the reserve capability of such 

resources available when such resource is able to operate with a dispatchable 

range (e.g. through offering a fixed output) will be in violation of this provision. 

 

(2)  Market Sellers of all other generation resources that (A) are capable of 

providing Synchronized Reserve or Non-Synchronized Reserve, as specified in the 

PJM Manuals, (B) are located within the metered boundaries of the PJM Region, 

and (C) have submitted offers for the supply of energy into the Day-ahead Energy 

Market and/or Real-time Energy Market shall be deemed to have made their 

reserve capability available to provide Synchronized Reserve or Non-

Synchronized Reserve in the Day-ahead Energy Market and/or Real-time Energy 

Market for each clock hour for which the Market Seller submits an available offer 

to supply energy; provided, however that hydroelectric generation resources and 

Energy Storage Resources are not automatically deemed available to provide 

reserves based on the submission of an available energy offer but may submit 

offers to supply Synchronized Reserve and Non-Synchronized Reserve, as 

applicable.     

 

(3) Offers for the supply of Synchronized Reserve by all generation resources 

must be cost-based.  Consistent with the resource’s offer to supply energy, such 

offers may vary hourly and may be updated each hour up to 65 minutes before the 
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applicable clock hour during the Operating Day.  Offers shall be submitted to the 

Office of the Interconnection in the form specified by the Office of the 

Interconnection and shall contain the information specified in the Office of the 

Interconnection’s Offer Data specification, this section 1.10.1A, section 1.10.9B 

below, and the PJM Manuals, as applicable.  For offers to supply Synchronized 

Reserve, the offer price shall not exceed the expected value of the penalty for 

failing to provide Synchronized Reserve, where such expected value shall be 

recalculated annually, in accordance with the PJM Manuals, and posted on 

PJM’s website. The expected value of the penalty is calculated as the product of: 

(A) the average penalty, expressed in $/MWh, multiplied by (B) the average rate 

of non-performance during Synchronized Reserve events multiplied by (C) the 

probability a Synchronized Reserve event that will qualify for non-performance 

assessments will occur. 

 

The expected value of the penalty shall be determined by an annual review 

of the twelve-month period ending October 31 of the calendar year in which the 

review is performed.  The Office of the Interconnection shall post the results of its 

annual review by no later than December 15, and the revised offer price cap shall 

be effective as of the following January 1; provided, however, that at the time of 

implementation of this rule the expected value of the penalty shall be $0.02/MWh, 

and for the period from the second month after implementation through the 

second January 1 following such date of implementation, the expected value of 

the penalty shall be recalculated on a monthly basis using data from the 

implementation date of this rule through the 15th day of the current month, and 

the revised value shall be effective the 1st day of the following month.   

 

(4) All Non-Synchronized Reserve offers shall be for $0.00/MWh.  Consistent 

with the resource’s offer to supply energy, such offers may vary hourly and may 

be updated each hour up to 65 minutes before the applicable clock hour during 

the Operating Day.  Offers shall be submitted to the Office of the Interconnection 

in the form specified by the Office of the Interconnection and shall contain the 

information specified in the Office of the Interconnection’s Offer Data 

specification, this subsection (d) of this section 1.10.1A(d), section 1.10.9B below, 

and the PJM Manuals, as applicable.   

  

(ii) Determination of Available Synchronized Reserve Capability of Generation 

Resources 

 

(1)  For each offer to supply reserves by a synchronized resource, the Office of 

the Interconnection shall determine the MW of available Synchronized Reserve 

capability offered in the Day-ahead Energy Market and Real-time Energy Market, 

in accordance with the PJM Manuals; except, however, that the Office of the 

Interconnection will not make such determination for hydroelectric generation 

resources or Energy Storage Resources.  Hydroelectric generation resources and 

Energy Storage Resources may submit offers for their available Synchronized 

Reserve capability as part of their offer into the Synchronized Reserve market, 
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provided that such offer equals or exceeds 0.1 MW; however, any such resource 

which is subject to the must offer requirements in section 1.10.1A(j)(i) above must 

submit a Synchronized Reserve offer which specifies the MW of available 

Synchronized Reserve capability in order to remain compliant with such 

requirements. 

 

(2) An on-line generation resource’s available Synchronized Reserve 

capability, except for generation resources capable of synchronous condensing, 

shall be determined in accordance with the PJM Manuals and based on the 

resource’s current performance and initial energy output and the following offer 

parameters submitted as part of the resource’s energy offer:  (A) ramp rate; (B) 

Economic Minimum; and (C) the lesser of Economic Maximum and Synchronized 

Reserve maximum MW, where Synchronized Reserve maximum MW may be lower 

than the Economic Maximum only where the Market Seller has, in accordance 

with the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating configuration 

that prevents it from reliably providing Synchronized Reserves above the 

Synchronized Reserve maximum MW.   

 

For generation resources capable of synchronous condensing, the 

resource’s available Synchronized Reserve capability shall be based on the 

following offer parameters submitted as part of the resource’s energy offer:  (D) 

ramp rate; (E) condense to generation time constraints; (F) Economic Minimum; 

and (G) the lesser of Economic Maximum and Synchronized Reserve maximum 

MW, where Synchronized Reserve maximum MW may be lower than the 

Economic Maximum only where the Market Seller has, in accordance with the 

procedures set forth in the PJM Manuals, submitted justification to the Office of 

the Interconnection that the resource has an operating configuration that prevents 

it from reliably providing Synchronized Reserves above the Synchronized Reserve 

maximum MW.   

 

(iii) Determination of Available Non-Synchronized Reserve Capability of Generation 

Resources 

 

(1)  For each offer to supply reserves by an off-line generation resource, the 

Office of the Interconnection shall determine the MW of available Non-

Synchronized Reserve capability offered in the Day-ahead Energy Market and 

Real-time Energy Market in accordance with the PJM Manuals; except, however, 

that the Office of the Interconnection will not make such determination for 

hydroelectric generation resources or Energy Storage Resources. Such 

hydroelectric generation resources or Energy Storage Resources may submit 

offers for their available Non-Synchronized Reserve capability as part of their 

offer into the Non-Synchronized Reserve market, provided that such offer equals 

or exceeds 0.1 MW; however, any such resource which is subject to the must offer 

requirements in section 1.10.1A(j)(i) above must submit a Non-Synchronized 
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Reserve offer which specifies the MW of available Non-Synchronized Reserve 

capability in order to remain compliant with such requirements. 

 

(2) An off-line generation resource’s available Non-Synchronized Reserve 

capability shall be determined in accordance with the PJM Manuals and based on 

the following offer parameters submitted as part of the resource’s energy offer:  

(A) startup time; (B) notification time; (C) ramp rate; (D) Economic Minimum; 

and (E) the lesser of Economic Maximum and Synchronized Reserve maximum 

MW, where Synchronized Reserve maximum MW may be lower than the 

Economic Maximum only where the Market Seller has, in accordance with the 

procedures set forth in the PJM Manuals, submitted justification to the Office of 

the Interconnection that the resource has an operating configuration that prevents 

it from reliably providing Non-Synchronized Reserves above its Synchronized 

Reserve maximum MW.  

 

(iv)  Offers to Supply Synchronized Reserves by Economic Load Response Participant 

Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Economic Load Response Participants that submit offers to reduce 

demand into the Day-ahead Energy Market and Real-time Energy Market and 

wish to make their resources available to supply Synchronized Reserve may 

submit offers to supply Synchronized Reserve from such resources, where such 

offers shall specify the megawatts of Synchronized Reserve being offered, which 

must equal or exceed 0.1 megawatts and such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day.   

 

(2) All offers to supply Synchronized Reserve offers from Economic Load 

Response Participant resources shall not exceed the expected value of the penalty 

for failing to provide Synchronized Reserve, as determined in accordance with 

section 1.10.1A(j)(i)(3) above.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this section 1.10.1A(d), section 1.10.9B below, and the PJM 

Manuals, as applicable.   

 

(k) An Economic Load Response Participant that wishes to participate in the Day-ahead 

Energy Market by reducing demand shall submit an offer to reduce demand to the Office of the 

Interconnection for each clock hour for which the Economic Load Response Participant desires 

to make its resource available to the Office of the Interconnection to reduce demand.  The offer 

must equal or exceed 0.1 megawatts, may vary hourly, and shall specify:  (i) the amount of the 

offered curtailment in minimum increments of .1 megawatts: (ii) the Day-ahead Locational 

Marginal Price above which the end-use customer will reduce load, subject to section 

1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, shutdown costs 

associated with reducing load, including direct labor and equipment costs, opportunity costs, 
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and/or a minimum of number of contiguous hours for which the load reduction must be 

committed.  Such offers may be updated each hour, up to 65 minutes before the applicable clock 

hour during the Operating Day.  Economic Load Response Participants submitting offers to 

reduce demand in the Day-ahead Energy Market may establish an incremental offer curve, 

provided that such offer curve shall be limited to ten price pairs (in MWs) per hour. 

 

(l) Market Sellers owning or controlling the output of an Economic Load Response 

Participant resource that was committed in an FRR Capacity Plan, or that was self-supplied or 

that offered and cleared in a Base Residual Auction or Incremental Auction, may submit demand 

reduction bids for the available load reduction capability of the Economic Load Response 

Participant resource.  The submission of demand reduction bids for Economic Load Response 

Participant resource increments that were not committed in an FRR Capacity Plan, or that have 

not cleared in a Base Residual Auction or Incremental Auction, shall be optional, but any such 

bids must contain the information required to be included in such bids, as specified in the PJM 

Economic Load Response Program.  An Economic Load Response Participant resource that was 

committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 

Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 

Energy Market as specified in the Economic Load Response Program; provided, however, that in 

the event of an Emergency PJM shall require Economic Load Response Participant resources to 

reduce load, notwithstanding that the Zonal LMP at the time such Emergency is declared is 

below the price identified in the demand reduction bid.   

 

(m) (i) Offers to Supply Secondary Reserve By Generation Resources 

 

(1) Market Sellers owning or controlling the output of a Generation Capacity 

Resource that was committed in an FRR Capacity Plan, self-supplied, offered and 

cleared in a Base Residual Auction or Incremental Auction, or designated as 

replacement capacity, as specified in Tariff, Attachment DD, that is available for 

energy, is capable of providing Secondary Reserve, as specified in the PJM 

Manuals, and has not been rendered unavailable by a Generator Planned 

Outage, a Generator Maintenance Outage, or a Generator Forced Outage shall 

submit offers to supply Secondary Reserve, or otherwise make their Secondary 

Reserve capability available.  Such offers shall be for an amount equal to the 

resource’s available energy output achievable within thirty minutes (less its 

energy output achievable within ten minutes) from a request of the Office of the 

Interconnection.  Market Sellers of Generation Capacity Resources subject to this 

must-offer requirement that do not make the reserve capability of such resources 

available when such resource is able to operate with a dispatchable range (e.g. 

through offering a fixed output) will be in violation of this provision. 

 

(2)  Market Sellers of all other generation resources located within the 

metered boundaries of the PJM Region that submit offers for the supply of energy 

into the Day-ahead Energy Market and/or Real-time Energy Market and are 

capable of providing Secondary Reserve, as specified in the PJM Manuals, shall 

be deemed to have made their reserve capability available to provide Secondary 

Reserve in the Day-ahead Energy Market and/or Real-time Energy Market for 
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each clock hour for which the Market Seller submits an available offer to supply 

energy; provided, however that hydroelectric generation resources and Energy 

Storage Resources are not automatically deemed available to provide reserves 

based on the submission of an available energy offer but may submit offers to 

supply Secondary Reserve, as applicable.   

 

(3) Offers for the supply of Secondary Reserve shall be for $0.00/MWh.  

Consistent with the resource’s offer to supply energy, such offers may vary hourly 

and may be updated each hour up to 65 minutes before the applicable clock hour 

during the Operating Day.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this subsection (d) above, section 1.10.9B below, and the PJM 

Manuals, as applicable.   

  

(ii) Determination of Available Secondary Reserve Capability of Generation 

Resources 

 

(1)  For each offer to supply Secondary Reserve by a generation resource, the 

Office of the Interconnection shall determine the MW of available Secondary 

Reserve capability offered in the Day-ahead Energy Market and Real-time Energy 

Market in accordance with the PJM Manuals; except, however, that the Office of 

the Interconnection will not make such determination for hydroelectric generation 

resources or Energy Storage Resources.  Hydroelectric generation resources or 

Energy Storage Resources may submit their available Secondary Reserve 

capability as part of their offer into the Secondary Reserve market, provided that 

such offer equals or exceeds 0.1 MW; however, any such resource which is 

subject to the must offer requirements in section 1.10.1A(m)(i) above must submit 

a Secondary Reserve offer which specifies the MW of available Secondary 

Reserve capability in order to remain compliant with such requirements.   

 

(2) (A) An on-line generation resource’s available Secondary Reserve 

capability, except for generation resources capable of synchronous 

condensing, shall be based on the resource’s current performance and 

initial energy output, the resource’s available Synchronized Reserve 

capability; and the following offer parameters submitted as part of the 

energy offer:  (i) ramp rate; (ii) Economic Minimum; and (iii) the lesser of 

Economic Maximum and Secondary Reserve maximum MW, where a 

resource’s Secondary Reserve maximum MW may be less than the 

Economic Maximum only where the Market Seller has, in accordance with 

the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating 

configuration that prevents it from reliably providing Secondary Reserves 

above its Secondary Reserve maximum MW.   
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(B) For generation resources capable of synchronous condensing, the 

resource’s available Secondary Reserve capability shall be based on the 

following offer parameters submitted as part of the energy offer:  (i) ramp 

rate; (ii) condense to generation time constraints; (iii) Economic 

Minimum; and (iv) the lesser of Economic Maximum and Secondary 

Reserve maximum MW, where a resource’s Secondary Reserve maximum 

MW may be less than the Economic Maximum only where the Market 

Seller has, in accordance with the procedures set forth in the PJM 

Manuals, submitted justification to the Office of the Interconnection that 

the resource has an operating configuration that prevents it from reliably 

providing Secondary Reserves above its Secondary Reserve maximum 

MW. 

 

(C) An off-line generation resource’s available Secondary Reserve 

capability, shall be based on the resource’s available Secondary Reserve 

capability and the following offer parameters submitted as part of the 

resource’s energy offer:  (i) startup time; (ii) notification time; (iii) ramp 

rate; (iv) Economic Minimum; and (v) the lesser of Economic Maximum 

and Secondary Reserve maximum MW, where a resource’s Secondary 

Reserve maximum MW may be less than the Economic Maximum only 

where the Market Seller has, in accordance with the procedures set forth 

in the PJM Manuals, submitted justification to the Office of the 

Interconnection that the resource has an operating configuration that 

prevents it from reliably providing Secondary Reserves above its 

Secondary Reserve maximum MW.   

 

(iii)  Offers to Supply Secondary Reserves by Economic Load Response Participant 

resources 

 

(1) Each Economic Load Response Participant that submits offers to reduce 

demand into the Day-ahead Energy Market and Real-time Energy Market and 

wishes to make their resources available to supply Secondary Reserve shall 

submit offers to supply Secondary Reserve from such resources, where such offers 

shall specify the megawatts of Secondary Reserve being offered, which must equal 

or exceed 0.1 megawatts and include such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day. 

 

(2) All Secondary Reserve offers by Economic Load Response Participant 

resources shall be for $0.00/MWh.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this section 1.10.1A(d), section 1.10.9B below, and the PJM 

Manuals, as applicable.   
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(n) A Market Participant may submit a Day-Ahead Pseudo-Tie Transaction for a Market 

Participant’s generator within the PJM balancing authority area that is a Pseudo-Tie into the 

MISO balancing authority area.  Day-Ahead Pseudo-Tie Transactions combine an offer to sell 

energy at a source with a bid to buy the same megawatt quantity of energy at a sink where such 

transaction specifies the maximum difference between the Locational Marginal Prices at the 

source and sink. 

 

Each Day-Ahead Pseudo-Tie Transaction shall: (1) source at a Market Participant’s generator 

within the PJM balancing authority area that Pseudo-Ties into MISO; and (2) sink at the PJM-

MISO interface.  A Market Participant must reserve transmission service in accordance with the 

PJM Tariff for each Day-Ahead Pseudo-Tie Transaction.  Megawatt quantities for Day-Ahead 

Pseudo-Tie Transactions shall be greater than zero and less than or equal to the transmission 

service reserved for the Day-Ahead Pseudo-Tie Transaction.  An accepted Day-Ahead Pseudo-

Tie Transaction results in scheduled injection at a specified source and scheduled withdrawal of 

the same megawatt quantity at a specified sink in the Day-Ahead Energy Market. 

 

1.10.1B Demand Bid Scheduling and Screening 

 

(a) The Office of the Interconnection shall apply Demand Bid Screening to all Demand Bids 

submitted in the Day-ahead Energy Market for each Load Serving Entity, separately by Zone.  

Using Demand Bid Screening, the Office of the Interconnection will automatically reject a Load 

Serving Entity’s Demand Bids in any future Operating Day for which the Load Serving Entity 

submits bids if the total megawatt volume of such bids would exceed the Load Serving Entity’s 

Demand Bid Limit for any hour in such Operating Day, unless the Office of the Interconnection 

permits an exception pursuant to subsection (d) below. 

   

(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand Bid 

Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 

submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  

The Demand Bid Limit is calculated using the following equation:    

 

Demand Bid Limit = greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 

Demand Reference Point + 10MW) 

 

Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 

Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 

in each Zone for any hour over the most recently available seven Operating Days for 

which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 

applicable Zone that is calculated on a daily basis. 

 

(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand Bid 

Screening may change its Demand Bids to reduce its total megawatt volume to a level that does 
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not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules related 

to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   

 

(d)  PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid Limit 

when circumstances exist that will cause, or are reasonably expected to cause, a Load Serving 

Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. Examples of 

such circumstances include, but are not limited to, changes in load commitments due to state 

sponsored auctions, mergers and acquisitions between PJM Members, and sales and divestitures 

between PJM Members.  A Load Serving Entity may submit a written exception request to the 

Office of Interconnection for a higher Demand Bid Limit for an affected Operating Day.  Such 

request must include a detailed explanation of the circumstances at issue and supporting 

documentation that justify the Load Serving Entity’s expectation that its actual load will exceed 

its Demand Bid Limit. 

 

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 

Operating Agreement, Schedule 1, 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 
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No-load Costs, from the Office of the Interconnection on behalf of the Market Buyers in 

accordance with Operating Agreement, Schedule 1, 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. 

 

1.10.3 Self-scheduled Resources. 

 

Self-scheduled resources shall be governed by the following principles and procedures. 

 

(a) Each Generating Market Buyer shall use all reasonable efforts, consistent with Good 

Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 

 

(b) The offered prices of resources that are self-scheduled and not dispatched by the Office 

of the Interconnection shall not be considered by the Office of the Interconnection in determining 

Locational Marginal Prices. 

 

(c) Market Participants shall make available their self-scheduled resources to the Office of 

the Interconnection for coordinated operation to supply the Operating Reserves needs of the 

applicable Control Zone, by submitting an offer as to such resources. 

 

(d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market that 

does not deliver the energy in the Real-time Energy Market, shall replace the energy not 

delivered with energy from the Real-time Energy Market and shall pay for such energy at the 

applicable Real-time Price. 

 

(e) A Market Participant self-scheduling a resource to supply Synchronized Reserve in the 

Day-ahead Synchronized Reserve Market that does not deliver the scheduled megawatt quantity 

in the applicable real-time reserve market, shall replace the Synchronized Reserve not delivered 
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and shall pay for such Synchronized Reserve at the applicable Real-time Synchronized Reserve 

Market Clearing Price.  Market Participants shall not self-schedule a resource to provide 

Secondary Reserve or Non-Synchronized Reserve. 

 

(f)  For energy, hydropower units, excluding pumped storage units, may only be self-

scheduled. 

 

(g) A resource that has been self-scheduled shall not receive payments or credits for Start-up 

Costs or No-load Costs 

 

1.10.4 Capacity Resources. 

 

(a) A Generation Capacity Resource committed to service of PJM loads under the Reliability 

Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-scheduled 

resource shall be made available for scheduling and dispatch at the direction of the Office of the 

Interconnection.  Such a Generation Capacity Resource that does not deliver energy as scheduled 

shall be deemed to have experienced a Generator Forced Outage to the extent of such energy not 

delivered.  A Market Participant offering such Generation Capacity Resource in the Day-ahead 

Energy Market shall replace the energy not delivered with energy from the Real-time Energy 

Market and shall pay for such energy at the applicable Real-time Price. 

 

(b) Energy from a Generation Capacity Resource committed to service of PJM loads under 

the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 

scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 

may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 

with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 

not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 

must be made available upon request to the Office of the Interconnection for scheduling and 

dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 

Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 

applicable Real-time Price for energy delivered. 

 

 

 

1.10.5 External Resources.   

 

(a) External Resources may submit offers to the PJM Interchange Energy Market, in 

accordance with the day-ahead and real-time scheduling processes specified above.  An External 

Resource selected as a pool-scheduled resource shall be made available for scheduling and 

dispatch at the direction of the Office of the Interconnection, and except as specified below shall 

be compensated on the same basis as other pool-scheduled resources. External Resources that are 

not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 

basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 

Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 

resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 

resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 
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such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 

PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 

 

(b) Offers for External Resources from an aggregation of two or more generating units shall 

so indicate, and shall specify, in accordance with the Offer Data requirements specified by the 

Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; (iii) a minimum 

dispatch level; (iv) a maximum dispatch level; and (v) unless such information has previously 

been made available to the Office of the Interconnection, sufficient information, as specified in 

the PJM Manuals, to enable the Office of the Interconnection to model the flow into the PJM 

Region of any energy from the External Resources scheduled in accordance with the Offer Data.   

 

(c) Offers for External Resources on a resource-specific basis shall specify the resource 

being offered, along with the information specified in the Offer Data as applicable.   

 

1.10.6 External Market Buyers. 

 

(a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the Office of 

the Interconnection shall be delivered on a block loaded basis to the bus or buses at the electrical 

boundaries of the PJM Region, or in such area with respect to an External Market Buyer’s load 

within such area not served by Network Service, at which the energy is delivered to or for the 

External Market Buyer.  External Market Buyers shall be charged (which charge may be positive 

or negative) at either the Day-ahead Prices or Real-time Prices, whichever is applicable, for 

energy at the foregoing bus or buses. 

 

(b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 

Interchange Energy Market shall conform to the ramping and other applicable requirements of 

the interconnection agreement between the PJM Region and the Control Area to which, whether 

as an intermediate or final point of delivery, the purchased energy will initially be delivered. 

 

(c) The Office of the Interconnection shall curtail deliveries to an External Market Buyer if 

necessary to maintain appropriate reserve levels for a Control Zone as defined in the PJM 

Manuals, or to avoid shedding load in such Control Zone. 

 

1.10.7 Bilateral Transactions.   

 

Bilateral transactions as to which the parties have notified the Office of the Interconnection by 

the deadline specified in section 1.10.1A above that they elect not to be included in the Day-

ahead Energy Market and that they are not willing to incur Transmission Congestion Charges in 

the Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary 

to reduce or alleviate transmission congestion.  Bilateral transactions that were not included in 

the Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 

transactions that were accepted in the Day-ahead Energy Market shall continue to be 

implemented during periods of congestion, except as may be necessary to respond to 

Emergencies. 

 

1.10.8 Office of the Interconnection Responsibilities. 
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(a) The Office of the Interconnection shall use its best efforts to determine (i) the least-cost 

means of satisfying the projected hourly requirements for energy, Operating Reserves, and other 

ancillary services of the Market Buyers, including the reliability requirements of the PJM 

Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 

Operating Reserve and other ancillary service requirements for any portion of the load forecast 

of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-

ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 

take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 

Market and PJM Region energy requirements, giving due consideration to the energy 

requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 

properly submitted by PRD Providers; (ii) the offers submitted by Market Sellers; (iii) the 

availability of limited energy resources; (iv) the capacity, location, and other relevant 

characteristics of self-scheduled resources; (v) the objectives of each Control Zone for Operating 

Reserves, as specified in the PJM Manuals; (vi) the requirements of each Regulation Zone for 

Regulation and other ancillary services, as specified in the PJM Manuals; (vii) the benefits of 

avoiding or minimizing transmission constraint control operations, as specified in the PJM 

Manuals; and (viii) such other factors as the Office of the Interconnection reasonably concludes 

are relevant to the foregoing determination, including, without limitation, transmission 

constraints on external coordinated flowgates to the extent provided by Operating Agreement, 

Schedule 1, section 1.7.6.  The Office of the Interconnection shall develop a Day-ahead Energy 

Market based on the foregoing determination, and shall determine the Day-ahead Prices resulting 

from such schedule.  The Office of the Interconnection shall report the planned schedule for a 

hydropower resource to the operator of that resource as necessary for plant safety and security, 

and legal limitations on pond elevations. 

 

(b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each Operating Day, 

or such other deadline as may be specified by the Office of the Interconnection in the PJM 

Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead Energy 

Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 

Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 

and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 

this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 

Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 

extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 

otherwise interferes with the ability of the Office of the Interconnection to obtain Market 

Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  

Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 

data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 

the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 

as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 

Members as soon as practicable.  

 

(c) Following posting of the information specified in section 1.10.8(b), and absent 

extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 

of the Interconnection shall revise its schedule of generation resources to reflect updated 
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projections of load, conditions affecting electric system operations in the PJM Region, the 

availability of and constraints on limited energy and other resources, transmission constraints, 

and other relevant factors.   

 

(d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 

PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 

Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 

PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 

scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 

negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 

pursuant to Operating Agreement, Schedule 1, section 3.3A.  Notwithstanding the foregoing, if 

the Office of the Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 

p.m. on the day before the affected Operating Day due to extraordinary circumstances as 

described in subsection (b) above, no settlements shall be made for the Day-ahead Energy 

Market, no scheduled megawatt quantities shall be established, and no Day-ahead Prices shall be 

established for that Operating Day.  Rather, for purposes of settlements for such Operating Day, 

the Office of the Interconnection shall utilize a scheduled megawatt quantity and price of zero 

and all settlements, including Financial Transmission Right Target Allocations, will be based on 

the real-time quantities and prices as determined pursuant to Operating Agreement, Schedule 1, 

section 2.4 and Operating Agreement, Schedule 1, section 2.5. 

 

(e) If the Office of the Interconnection discovers an potential error in prices and/or cleared 

quantities in the Day-ahead Energy Market or Day-ahead Ancillary Services Markets, or the 

Real-time Energy Market or Real-time Ancillary Services Markets after it has posted the results 

for these markets on its Web site, the Office of the Interconnection shall notify Market 

Participants of the error as soon as possible after it is found, but in no event later than 12:00 p.m. 

of the second Business Day following the Operating Day for the Real-time Energy Market and 

Real-time Ancillary Services Markets, and no later than 5:00 p.m. of the second Business Day 

following the initial publication of the results for the Day-ahead Energy Market and Day-ahead 

Ancillary Services Markets.  After this initial notification, if the Office of the Interconnection 

determines it is necessary to post modified results, it shall provide notification of its intent to do 

so, together with all available supporting documentation along with a description detailing the 

cause and scope of the error, by no later than 5:00 p.m. of the fifth Business Day following the 

Operating Day for the Real-time Energy Market and Real-time Ancillary Services Markets, and 

no later than 5:00 p.m. of the fifth Business Day following the initial publication of the results in 

the Day-ahead Energy Market and Day-ahead Ancillary Services Markets.  The provided 

description will not contain information that is market sensitive or confidential.  Thereafter, the 

Office of the Interconnection must post on its Web site the corrected results by no later than 5:00 

p.m. of the tenth calendar day following the Operating Day for the Day-ahead Energy Market, 

Real-time Energy Market, and Day-ahead Ancillary Services Markets, and Real-time Ancillary 

Service Markets. Should any of the above deadlines pass without the associated action on the 

part of the Office of the Interconnection, the originally posted results will be considered final.  

Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 

market results are under publicly noticed review by the FERC. 
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(f) Consistent with Operating Agreement, section 18.17.1, and notwithstanding anything to 

the contrary in the Operating Agreement or in the PJM Tariff, to allow the tracking of Market 

Participants’ non-aggregated bids and offers over time as required by FERC Order No. 719, the 

Office of the Interconnection shall post on its Web site the non-aggregated bid data and Offer 

Data submitted by Market Participants (for participation in the PJM Interchange Energy Market) 

approximately four months after the bid or offer was submitted to the Office of the 

Interconnection.   

 

1.10.9 Hourly Scheduling. 

 

(a) Following the initial posting by the Office of the Interconnection of the Locational 

Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right of the 

Office of the Interconnection to schedule and dispatch pool-scheduled resources and to direct 

that schedules be changed in an Emergency, and absent extraordinary circumstances preventing 

the clearing of the Day-ahead Energy Market, a generation rebidding period shall exist.  

Typically the rebidding period shall be from the time the Office of the Interconnection posts the 

results of the Day-ahead Energy Market until 2:15 p.m. on the day before each Operating Day.  

However, should the clearing of the Day-ahead Energy Market be significantly delayed, the 

Office of the Interconnection may establish a revised rebidding period.  During the rebidding 

period, Market Participants may submit revisions to generation Offer Data for the next Operating 

Day.  Adjustments to the Day-ahead Energy Market shall be settled at the applicable Real-time 

Prices, and shall not affect the obligation to pay or receive payment for the quantities of energy 

scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices.  

 

(b) A Market Participant may adjust the schedule of a resource under its dispatch control on 

an hour-to-hour basis beginning at 6:30 p.m. of the day before each Operating Day, provided that 

the Office of the Interconnection is notified not later than 65 minutes prior to the hour in which 

the adjustment is to take effect, as follows and as specified in section 1.10.9A below: 

 

i) A Generating Market Buyer may self-schedule any of its resource  

increments, including hydropower resources, not previously designated as 

self-scheduled and not selected as a pool-scheduled resource in the Day-

ahead Energy Market; 

 

ii) A Market Participant may request the scheduling of a non-firm bilateral 

transaction; or 

 

iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 

 

iv) A Generating Market Buyer may remove from service a resource 

increment, including a hydropower resource, that it had previously 

designated as self-scheduled, provided that the Office of the 

Interconnection shall have the option to schedule energy from any such 

resource increment that is a Capacity Resource at the price offered in the 

scheduling process, with no obligation to pay any Start-Up Costs. 
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(c) An External Market Buyer may refuse delivery of some or all of the energy it requested 

to purchase in the Day-ahead Energy Market by notifying the Office of the Interconnection of 

the adjustment in deliveries not later than 65 minutes prior to the hour in which the adjustment is 

to take effect, but any such adjustment shall not affect the obligation of the External Market 

Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy Market at the 

applicable Day-ahead Prices.  

 

(d) The Office of the Interconnection shall provide External Market Buyers and External 

Market Sellers and parties to bilateral transactions with any revisions to their schedules resulting 

from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The Office of the 

Interconnection may also commit additional resources after such time as system conditions 

require.  For each hour in the Operating Day, as soon as practicable after the deadlines specified 

in the foregoing subsection of this section 1.10, the Office of the Interconnection shall provide 

External Market Buyers and External Market Sellers and parties to bilateral transactions with any 

revisions to their schedules for the hour.   

 

1.10.9A  Updating Offers in Real-time 

 

(a) Each Market Seller may submit Real-time Offers for a resource up to 65 minutes before 

the applicable clock hour, and such Real-time Offers shall supersede any previous offer for that 

resource for the clock hour, as further described in the PJM Manuals and subject to the following 

conditions: 

 

(i) A market-based Real-time Offer shall not exceed the applicable energy 

offer caps specified in this Schedule.  Once a Market Seller’s resource is committed for 

an applicable clock hour, the Market Seller may not increase its Incremental Energy 

Offer and may only submit a market-based Real-time Offer that is higher than its market-

based offer that was in effect at the time of commitment to reflect increases in the 

resource’s cost-based Start-up Costs and cost-based No-load Costs.  The Market Seller 

may elect not to have its market-based offer considered for dispatch and to have only its 

lowest cost-based offer considered for the remainder of the Operating Day. 

 

(ii) Cost-based Real-time Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection’s Offer Data 

specification, Operating Agreement, Schedule 1, sections 1.10.1A(d) and 1.10.9B, 

Operating Agreement, Schedule 2 and the PJM Manuals, as applicable.  If a Market 

Seller submits a market-based Real-time Offer for a particular clock hour in accordance 

with subsection (c) below, or if updates to a cost-based offer are required by the Market 

Seller’s approved Fuel Cost Policy, the Market Seller shall update its previously 

submitted cost-based Real-time Offer.   

 

(iii) If a Market Seller’s available cost-based offer is not compliant with 

Operating Agreement, Schedule 2 and the PJM Manuals at the time a Market Seller 
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submits a market-based Real-time Offer for an applicable clock hour during the 

Operating Day, the Market Seller must submit an updated cost-based Real-time Offer 

consisting of an Incremental Energy Offer, Start-up Cost, and No-load Cost for that clock 

hour that is compliant with Operating Agreement, Schedule 2 and the PJM Manuals. 

 

(b) Each Market Seller may submit Real-time Offers for a resource during and through the 

end of the applicable clock hour to update only the following offer parameters, as further 

described in the PJM Manuals: (1) Economic Minimum; (2) Economic Maximum; (3) 

emergency minimum MW; (4) emergency maximum MW; (5) unit availability status; (6) fixed 

output indicator; (7) Synchronized Reserve maximum MW; and (8) Secondary Reserve maximum 

MW.  Such Real-time Offers shall supersede any previous offer for that resource for the clock 

hour. 

 

1.10.9B  Offer Parameter Flexibility  

 

(a)  Market Sellers may, in accordance with sections 1.10.1A and 1.10.9A above, this 

section 1.10.9B, and the PJM Manuals, update offer parameters at any time up to 65 minutes 

before the applicable clock hour, including prior to the close of the Day-ahead Energy Market 

and prior to the close of the rebidding period specified in section 1.10.9, except that Market 

Sellers may not update their offers for the supply of energy, Secondary Reserve, Synchronized 

Reserve, Non-Synchronized Reserve, or demand reduction: (1) during the period after the close 

the Day-ahead Energy Market and prior to the posting of the Day-ahead Energy Market results 

pursuant to section 1.10.8(b); or (2) during the period after close of the rebidding period and 

prior to PJM announcing the results of the rebidding period pursuant to section 1.10.9(d). 

 

(b) For generation resource offers, Market Sellers may vary for each clock hour 

during the entire Operating Day the following offer parameters:  (1) cost-based Start-up Costs; 

(2) cost-based No-load Costs; (3) Incremental Energy Offer; (4) Economic Minimum and 

Economic Maximum; (5) emergency minimum MW and emergency maximum MW; (6) ramp 

rate; (7) Synchronized Reserve maximum MW; (8) Secondary Reserve maximum MW; and (9) for 

Real-time Offers only, (i) notification time and (ii) for uncommitted hours only, Minimum Run 

Time.   

 

(c) For Economic Load Response Participant resource offers, Market Sellers may 

vary for each clock hour during the entire Operating Day the following offer parameters:  (1) 

shutdown costs, (2) Incremental Energy Offer; (3) Economic Minimum; (4) Economic 

Maximum; and (5) for Real-time Offers only, (i) notification time and (ii) for uncommitted hours 

only, minimum down time. 

 

(d)  After the announcement of the results of the rebidding period pursuant to section 

1.10.9(d), a Market Seller may submit a Real-time Offer where offer parameters may differ from 

the offer originally submitted in the Day-ahead Energy Market, except that a Market Seller may 

not submit a Real-time Offer that changes, of the offer parameters listed in section 1.10.1A(d), 

the MW amounts specified in the Incremental Energy Offer, MW amounts specified in the ramp 

rate, maximum run time, and availability; provided, however, Market Sellers of dual-fueled 
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resources may submit Real-time Offers for such resources that change the availability of a 

submitted cost-based offer. 
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7.1A Long-Term Financial Transmission Rights Auctions. 

 

7.1A.1 Auctions. 

 

(i) Subsequent to each annual Financial Transmission Rights auction conducted pursuant to 

Operating Agreement, Schedule 1, section 7.1, the Office of the Interconnection shall conduct a 

long-term Financial Transmission Rights auction for the three consecutive Planning Periods 

immediately subsequent to the Planning Period during which the long-term Financial 

Transmission Rights auction is conducted.  PJMSettlement shall be the Counterparty to the 

purchases and sales of Financial Transmission Rights arising from such long-term Financial 

Transmission Rights auctions, provided however, that PJMSettlement shall not be a contracting 

party to any subsequent bilateral transfers of Financial Transmission Rights between Market 

Participants.  The conversion of an Auction Revenue Right to a Financial Transmission Right 

pursuant to this section 7 shall not constitute a purchase or sale transaction to which 

PJMSettlement is a contracting party.   

 

(ii) The capacity offered for sale in long-term Financial Transmission Rights auctions shall 

be the residual system capability after the annual Auction Revenue Rights allocations and the 

annual Financial Transmission Rights auction.  In determining the residual capability the Office 

of the Interconnection shall assume that all Auction Revenue Rights allocated in the immediately 

prior annual Auction Revenue Rights allocation process, including Auction Revenue Rights 

made available in which transmission facilities which were modeled out of service in the annual 

Auction Revenue Rights allocations return to service, are self-scheduled into Financial 

Transmission Rights, which shall be modeled as fixed injections and withdrawals in the long-

term Financial Transmission Rights auction.  Additionally, residual annual Auction Revenue 

Rights that become available through incremental capability created by future transmission 

upgrades as further described in the PJM Manuals shall be modeled as fixed injections and 

withdrawals in the long-term Financial Transmission Rights auction.  The long-term Financial 

Transmission Rights auction model shall include all upgrades planned to be placed into service 

on or before June 30th of the first Planning Period within the three year period covered by the 

auction. The transmission upgrades to be modeled for this purpose shall only include those 

upgrades that, individually, or together, have 10% or more impact on the transmission congestion 

on an individual constraint or constraints with congestion of $5 million or more affecting a 

common congestion path.  Transmission upgrades modeled for this purpose also will be modeled 

in the subsequent long-term Financial Transmission Rights auction, as further detailed in the 

PJM Manuals. Residual Auction Revenue Rights created by an increase in transmission 

capability due to future transmission upgrades, as specified above, are determined only for 

modeling purposes and will not be allocated to Market Participants. 

 

 

7.1A.2 Frequency and Timing. 

 

The long-term Financial Transmission Rights auction process shall consist of five rounds.  The 

first round shall be conducted by the Office of the Interconnection approximately 11 months 

prior to the start of the three Planning Period term covered by the relevant long-term Financial 

Transmission Rights auction.  The second round shall be conducted approximately 2 months 
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after the first round. The third round shall be conducted approximately 2 months after the second 

round.  The fourth round shall be conducted approximately 2 months after the third round, and 

the fifth round shall be conducted approximately 3 months after the fourth round.  In each round 

20 percent of total capacity available in the long-term Financial Transmission Rights auction 

shall be offered for sale.  Eligible entities may submit bids to purchase and offers to sell 

Financial Transmission Rights at the start of the bidding period in each round. The bidding 

period shall be three Business Days ending at 5:00 p.m. on the last day.  PJM performs the 

Financial Transmission Rights auction clearing analysis for each round and posts the auction 

results on the market user interface within five Business Days after the close of the bidding 

period for each round unless circumstances beyond PJM’s control prevent PJM from meeting the 

applicable deadline.  Under such circumstances, PJM will post the auction results at the earliest 

possible opportunity.  If the Office of the Interconnection discovers an potential error in the 

results posted for a long-term Financial Transmission Rights auction, the Office of the 

Interconnection shall notify Market Participants of the error as soon as possible after it is found, 

but in no event later than 5:00 p.m. of the Business Day immediately following the initial 

publication of the results for that auction.  After this initial notification, if the Office of the 

Interconnection determines it is necessary to post modified auction results, it shall provide 

notification of its intent to do so, together with all available supporting documentationalong with 

a description detailing the cause and scope of the error, by no later than 5:00 p.m. of the second 

Business Day following the initial publication of prices for that auction.  The provided 

description will not contain information that is market sensitive or confidential.  Thereafter, the 

Office of the Interconnection must post the corrected prices by no later than 5:00 p.m. of the 

fourth calendar day following the initial publication of prices in the auction. Should any of the 

above deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 

publicly noticed review by the FERC. 

 

7.1A.3 Products. 

 

(i) The periods covered by long-term Financial Transmission Rights auctions shall be any 

single Planning Period within the three Planning Period term covered by the relevant auction.   

 

(ii) On-peak, off-peak and 24-hour Financial Transmission Right Obligations, shall be 

offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 

options shall not be offered.   

 

7.1A.4 Participation Eligibility. 

 

(i) To participate in long-term Financial Transmission Rights auctions an entity shall be a 

PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers in 

long-term Financial Transmission Rights auctions, provided they own Financial Transmission 

Rights offered for sale.  

 

7.1A.5 Specified Receipt and Delivery Points. 
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The Office of the Interconnection will post a list of available receipt and delivery points for each 

long-term Financial Transmission Rights auction.   Eligible receipt and delivery points in long-

term Financial Transmission Rights auctions shall be limited to the posted available hubs, Zones, 

aggregates, generators, and Interface Pricing Points.
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7.4 Allocation of Auction Revenues. 

 

7.4.1 Eligibility. 

 

(a) Annual auction revenues, net of payments to entities selling Financial Transmission 

Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 

proportion to the Target Allocation of Auction Revenue Rights Credits for the holder. 

 

(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 

of the applicable Annual Financial Transmission Rights auction. 

 

(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 

entities selling Financial Transmission Rights into the auction, shall be allocated according to the 

following priority schedule: 

 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 

Operating Agreement, Schedule 1, section 7.4.4.  If there are excess revenues 

remaining after a distribution made pursuant to this subsection, such revenues 

shall be distributed in accordance with subsection (c)(ii) of this section; 

 

(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 

more than their Target Allocation as determined pursuant to Operating 

Agreement, Schedule 1, section 7.4.3(b).  If there are excess revenues remaining 

after a distribution made pursuant to this subsection, such revenues shall be 

distributed in accordance with subsection (c)(iii) of this section; 

 

(iii) In accordance with Operating Agreement, Schedule 1, section 5.2.6. 

 

(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 

Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 

FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 

distributed equally across each Planning Period in the effective term of the FTR.  Long-term 

FTR auction revenue distributions within a Planning Period shall be in accordance with the 

following provisions: 

 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 

Rights holders in the effective Planning Period for the FTR.  The distribution shall 

be in proportion to the economic value of the ARRs when compared to the annual 

FTR auction clearing prices from each round proportionately.    

 

(ii) Long-term FTR auction revenues remaining after distributions made 

pursuant to Operating Agreement, Schedule 1, section 7.4.1(d)(ii) shall be 

distributed pursuant to Operating Agreement, Schedule 1, section 5.2.6 of 

Schedule 1 of this Agreement.  
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7.4.2 Auction Revenue Rights. 

 

(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 

Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  

Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 

Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 

Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 

and 7.5 hereof and the PJM Manuals.  

 

With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 

discovers an potential error in the allocation, the Office of the Interconnection shall notify 

Market Participants of the error as soon as possible after it is found, but in no event later than 

5:00 p.m. of the Business Day following the initial publication of allocation results.  After this 

initial notification, if the Office of the Interconnection determines that it is necessary to post 

modified allocation results, it shall provide notification of its intent to do so, together with all 

available supporting documentation along with a description detailing the cause and scope of the 

error, by no later than 5:00 p.m. of the second Business Day following the publication of the 

initial allocation.  The provided description will not contain information that is market sensitive 

or confidential.  Thereafter, the Office of the Interconnection must post any corrected allocation 

results by no later than 5:00 p.m. of the fourth calendar day following the initial publication. 

Should any of the above deadlines pass without the associated action on the part of the Office of 

the Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced allocation is under 

publicly noticed review by the FERC. 

 

(b) In stage 1A of the allocation process, each Network Service User may request Auction 

Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 

immediately ensuing PJM Planning Period from a subset of the Active Historical Generation 

Resources or Qualified Replacement Resources , and each Qualifying Transmission Customer 

(as defined in subsection (f) of this section) may request Auction Revenue Rights based on the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  Active Historical Generation Resources shall mean those historical resources that were 

designated to be delivered to load based on the historical reference year, and which have not 

since been deactivated and, further, only up to the current installed capacity value of such 

resource as of the annual allocation of ARRs for the target PJM Planning Period.  Qualified 

Replacement Resources shall mean those resources the Office of the Interconnection designates 

for the ensuing Planning Period to replace historical resources that no longer qualify as Active 

Historical Generation Resources and that maximize the economic value of ARRs while 

maintaining Simultaneous Feasibility, as further described in the PJM Manuals.   

 

Prior to the stage 1A of the allocation process, the Office of the Interconnection shall determine, 

for each Zone, the amount of megawatts of ARRs available from Active Historical Generation 

Resources in that Zone and the amount of megawatts required from Qualified Replacement 

Resources.  The Office of the Interconnection shall designate Qualified Replacement Resources 

as follows, and as further described in the PJM Manuals.  Qualified Replacement Resources shall 
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be either from a (1) capacity resource that has been included in the rate base of a specific Load 

Serving Entity in a particular Zone, using criteria for rate-based as specified in sections 7.6 and 

7.7 hereof concerning New Stage 1 Resources and Alternative Stage 1 Resources; or (2) from a 

non-rate-based capacity resource.   

 

Prior to the end of each PJM Planning Period the Office of the Interconnection will determine 

which Stage 1 Resources are no longer viable for the next PJM Planning Period and then will 

replace such source points with Qualified Replacement Resources (i.e., Capacity Resources that 

pass the Simultaneous Feasibility Test and which are economic).  The Office of Interconnection 

will determine the replacement source points as follows. First, the Office of the Interconnection 

will compile a list of all Capacity Resources that are operational as of the beginning of the next 

Planning Period, that are not currently designated as source points and will post such list on the 

PJM website prior to finalizing the Stage 1 eligible resource list for each transmission zone for 

review by Market Participants. In the first instance, all such resources will be considered to be 

non-rate-based. Market Participants will be asked to review the posted resource list and provide 

evidence to the Office of the Interconnection, if any, of the posted resources that shall be 

classified as rate-based resources. Once the replacement resource list along with the resource 

status is finalized after any input from Market Participants, the Office of the Interconnection will 

create two categories of resources for each Stage 1 transmission zone based on economic order: 

one for rate-based; and a second for non-rate-based resources. When determining economic 

order, the Office of the Interconnection will utilize historical source and sink Day-ahead Energy 

Market Congestion Locational Marginal Prices (“CLMPs”). Historical value will be based on the 

previous three years’ CLMP sink versus CLMP source differences weighted by 50% for the 

previous calendar year, weighted by 30% for the year prior and weighted by 20% for the year 

prior. To the extent replacement resources do not have three years’ worth historical data, 

weighting will be performed either 50/50% in the case of two years or 100% in the case of one 

year worth of historical data.  If a full year of historical data is not available, PJM will utilize the 

CLMP from the closest electrically equivalent location to compose an entire year of historical 

data.  Once the economic order is established for each Stage 1 zonal rate-based and non-rate-

based generator categories, the Office of the Interconnection will begin to replace Stage 1 zonal 

retirements with the Qualified Replacement Resources by first utilizing rate-based resources in 

the economic order while respecting transmission limitations. And once the rate-based resource 

determination is concluded, the Office of the Interconnection will then utilize non-rate-based 

resources, in economic order, while respecting transmission limitations as described previously. 

 

The historical reference year for all Zones shall be 1998, except that the historical reference year 

shall be:  2002 for the Allegheny Power and Rockland Electric Zones; 2004 for the AEP East, 

The Dayton Power & Light Company and Commonwealth Edison Company Zones; 2005 for the 

Virginia Electric and Power Company and Duquesne Light Company Zones; 2011 for the ATSI 

Zone; 2012 for the DEOK Zone; 2013 for the EKPC Zone; 2018 for the OVEC Zone; and the 

Office of the Interconnection shall specify a historical reference year for a new PJM zone 

corresponding to the year that the zone is integrated into the PJM Interchange Energy Market.  

For stage 1, the Office of the Interconnection shall determine a set of eligible historical 

generation resources for each Zone based on the historical reference year and assign a pro rata 

amount of megawatt capability from each historical generation resource to each Network Service 

User in the Zone based on its proportion of peak load in the Zone.  Auction Revenue Rights shall 
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be allocated to each Network Service User in a Zone from each historical generation resource in 

a number of megawatts equal to or less than the amount of the historical generation resource that 

has been assigned to the Network Service User.  Each Auction Revenue Right allocated to a 

Network Service User shall be to the Energy Settlement Area of such Network Service User as 

described in Section 31.7 of Part III of the Tariff, unless the Network Service User’s Energy 

Settlement Area represents the Residual Metered Load of an electric distribution company’s fully 

metered franchise area(s) or service territory(ies) and the Network Service User elects to have its 

Auction Revenue Rights allocated at the aggregate load buses in a Zone.  In stage 1A of the 

allocation process, the sum of each Network Service User’s allocated Auction Revenue Rights 

for a Zone must be equal to or less than the Network Service User’s pro-rata share of the Zonal 

Base Load for that Zone.  Each Network Service User’s pro-rata share of the Zonal Base Load 

shall be based on its proportion of peak load in the Zone. The sum of each Network Service 

User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less than fifty 

percent (50%) of the Network Service User’s transmission responsibility for Non-Zone Network 

Load as determined under Section 34.1 of the Tariff.  The sum of each Qualifying Transmission 

Customer’s Auction Revenue Rights must be equal to or less than fifty percent (50%) of the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  If stage 1A Auction Revenue Rights are adversely affected by any new or revised statute, 

regulation or rule issued by an entity with jurisdiction over the Office of the Interconnection, the 

Office of the Interconnection shall, to the greatest extent practicable, and consistent with any 

such statute, regulation or rule change, preserve the priority of the stage 1A Auction Revenue 

Rights for a minimum period covering the ten (10) consecutive PJM Planning Periods (“Stage 

1A Transition Period”) immediately following the implementation of any such changes, provided 

that the terms of all stage 1A Auction Revenue Rights in effect at the time the Office of the 

Interconnection implements the Stage 1A Transition Period shall be reduced by one PJM 

Planning Period during each annual stage 1A Auction Revenue Rights allocation performed 

during the Stage 1A Transition Period so that all stage 1A Auction Revenue Rights that were 

effective at the start of the Stage 1A Transition Period expire at the end of that period. 

 

(c) In stage 1B of the allocation process each Network Service User may request Auction 

Revenue Rights from the subset of the resources determined pursuant to Section 7.4.2(b) that 

were not allocated in stage 1A of the allocation process, and each Qualifying Transmission 

Customer may request Auction Revenue Rights based on the megawatts of firm service 

determined pursuant to Section 7.4.2(b) that were not allocated in stage 1A of the allocation 

process. In stage 1B of the allocation process, the sum of each Network Service User’s allocation 

Auction Revenue Rights request for a Zone must be equal to or less than the difference between 

the Network Service User’s peak load for that Zone as determined pursuant to Section 34.1 of 

the Tariff and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 

process for that Zone.  The sum of each Network Service User’s Auction Revenue Rights for 

Non-Zone Network Load must be equal to or less than the difference between one hundred 

percent (100%) of the Network Service User’s transmission responsibility for Non-Zone 

Network Load as determined pursuant to Section 7.4.2(b) and the sum of its Auction Revenue 

Rights Allocation from stage 1A of the allocation process for that Zone.  The sum of each 

Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or less than the 

difference between one hundred percent (100%) of the 
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megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 

Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 

 

(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 

iterative allocation process that consists of three rounds with up to one third of the remaining 

system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 

process will be conducted sequentially with Network Service Users and Transmission Customers 

being given the opportunity to view results of each allocation round prior to submission of 

Auction Revenue Right requests into the subsequent round.  In each round, each Network 

Service User shall designate a subset of buses from which Auction Revenue Rights will be 

sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 

external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 

Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 

Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 

described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 

Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 

Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 

User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 

company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 

elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 

each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 

for each Zone must be equal to or less than one third of the difference between the Network 

Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 

its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 

Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 

 

(e) On a daily basis within the annual Financial Transmission Rights auction period, a 

proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 

reallocated as Network Load changes from one Network Service User to another within that 

Zone. 

 

(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-

Term Firm Point-to-Point Transmission Service, used to deliver energy from a designated 

Network Resource located either outside or within the PJM Region to load located either outside 

or within the PJM Region, and that was confirmed and in effect during the historical reference 

year for the Zone in which the resource is located.  Such an agreement shall allow the Qualifying 

Transmission Customer to participate in the first stage of the allocation, but only if such 

agreement has remained in effect continuously following the historical reference year and is to 

continue in effect for the period addressed by the allocation, either by its term or by renewal or 

rollover.  The megawatts of Auction Revenue Rights the Qualifying Transmission Customer may 

request in the first stage of the allocation may not exceed the lesser of: (i) the megawatts of firm 

service between the designated Network Resource and the load delivery point (or applicable 

point at the border of the PJM Region for load located outside such region) under contract during 

the historical reference year; and (ii) the megawatts of firm service presently under contract 

between such historical reference year receipt and delivery points.  A Qualifying Transmission 

Customer may request Auction Revenue Rights in either or both of stage 1 or 2 of the allocation 
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without regard to whether such customer is subject to a charge for Firm Point-to-Point 

Transmission Service under Section 1 of Schedule 7 of the PJM Tariff (“Base Transmission 

Charge”).  A Transmission Customer that is not a Qualifying Transmission Customer may 

request Auction Revenue Rights in stage 2 of the allocation process, but only if it is subject to a 

Base Transmission Charge.  The Auction Revenue Rights that such a Transmission Customer 

may request in each round of stage 2 of the allocation process must be equal to or less than one 

third of the number of megawatts equal to the megawatts of firm service being provided between 

the receipt and delivery points as to which the Transmission Customer currently has Firm Point-

to-Point Transmission Service.  The source point of the Auction Revenue Rights must be the 

designated source point that is specified in the Transmission Service request and the sink point of 

the Auction Revenue Rights must be the designated sink point that is specified in the 

Transmission Service request.  A Qualifying Transmission Customer may request Auction 

Revenue Rights in each round of stage 2 of the allocation process in a number of megawatts 

equal to or less than one third of the difference between the number of megawatts of firm service 

being provided between the receipt and delivery points as to which the Transmission Customer 

currently has Firm Point-to-Point Transmission Service and its Auction Revenue Right 

Allocation from stage 1 of the allocation process.   

 

(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 

1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 

applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 

may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 

PJM greater than their firm service to loads in MISO. 

 

(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 

simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 

process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 

the megawatt level requested and in inverse proportion to the effect on the binding constraints. 

 

(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 

process are not feasible due to system conditions, then PJM shall increase the capability limits of 

the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 

extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 

unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 

included in all rounds of the annual allocation and auction processes and in subsequent modeling 

during the Planning Year to support any incremental allocations of Auction Revenue Rights and 

monthly and balance of the Planning Period Financial Transmission Rights auctions unless and 

to the extent those system conditions that contributed to infeasibility in the annual process are 

not extant for the time period subject to the subsequent modeling, such as would be the case, for 

example, if transmission facilities are returned to service during the Planning Year.  In these 

cases, any increase in the capability limits taken under this subsection (i) during the annual 

process will be removed from subsequent modeling to support any incremental allocations of 

Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 

Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 

feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 

limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 



 

Page 92 

 

For the purposes of this subsection (i), extraordinary circumstances shall mean an event of force 

majeure that reduces the capability of existing or planned transmission facilities and such 

reduction in capability is the cause of the infeasibility of such Auction Revenue Rights.  

Extraordinary circumstances do not include those system conditions and assumptions modeled in 

simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 1 of this 

Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of this subsection (i) 

that would not otherwise have been feasible, then PJM shall notify Members and post on its web 

site (a) the aggregate megawatt quantities, by sources and sinks, of such Auction Revenue Rights 

and (b) any increases in capability limits used to allocate such Auction Revenue Rights. 

 

(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 

Transmission Customers and Network Service Users serving Non-Zone Network Load may 

participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 

7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 

 

i. The relevant Transmission Service shall be used to deliver energy from a 

designated Network Resource located either outside or within the PJM 

Region to load located outside the PJM Region.  

 

ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 

effect for the stage 1A period addressed by the allocation; and 2) the 

control area in which the external load is located has similar rules for load 

external to the relevant control area. 

 

iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 

serving the load located outside the PJM Region; or 2) generation 

resources subject to a bona fide firm energy and capacity supply contract 

executed by the LSE to meet its load obligations, provided that such 

contract remains in force and effect for a minimum term of ten (10) years 

from the first effective Planning Period that follows the initial stage 1 

request. 

 

iv. For Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) , the generation resource(s) designated as source points may 

include any portion of the generating capacity of such resource(s) that is 

not, at the time of the request, already identified as a Capacity Resource. 

 

v. For Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j), at the time of the request, the 

generation resource(s) designated as source points must either be 

committed into PJM’s RPM market or be designated as part of the entity’s 
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FRR Capacity Plan for the purpose of serving the capacity requirement of 

the external load.    

 

vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 

annual Auction Revenue Rights allocation or in future stage 1A 

allocations and shall not cause megawatt flow to exceed applicable ratings 

on any other facilities in either set of conditions in the simultaneous 

feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 

vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 

allocation year with all existing stage 1 and stage 2 Auction Revenue 

Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 

year allocation model with all eligible stage 1A Auction Revenue Rights 

for each year including base load growth for each year. 

 

viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 

Planning Period shall be processed for the next annual Auction Revenue 

Rights  allocation. Requests received after November 1st shall not be 

considered for the upcoming annual Auction Revenue Rights allocation. If 

all requests are not simultaneously feasible then requests will be awarded 

on a pro-rata basis.  

 

ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 

evaluated at the same time. If all requests are not simultaneously feasible 

then requests will be awarded on a pro-rata basis. 

 

x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 

source points in subsequent annual Auction Revenue Rights allocations. 

 

xi. Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 

of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 

contract megawatt amount; or 2) the customer’s Firm Transmission 

Withdrawal Rights.  

 

xii. Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 

megawatts up to the lesser of: 1) the customer’s network service peak 

load; or 2) the customer’s Firm Transmission Withdrawal Rights.  
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xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 

megawatts authorized by subsections (xi) and (xii) of this subsection 

7.4.2(j).   

 

xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 

allowed megawatts authorized by subsections (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 

stage 1A.  

 

xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 

be equal to or less than one third of the difference between the maximum 

allowed megawatts authorized by paragraphs (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 

allocated in stage 1.  

 

xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 

amount may be replaced with an alternate resource pursuant to the process 

established in Section 7.7 of Schedule 1 of this Agreement. 

 

(k)  PJM Transmission Customers taking firm transmission service for the delivery of Direct 

Charging Energy to Energy Storage Resources are not eligible for allocation of Auction Revenue 

Rights. 

 

7.4.2a Bilateral Transfers of Auction Revenue Rights 

 

(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 

Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 

bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 

Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.  

 

(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 

or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 

the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 

to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 

Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 

bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 

under this Schedule.   

 

(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 

buyer any obligations associated with the Auction Revenue Rights or the right to receive an 

allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 
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Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 

bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 

the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 

Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 

right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 

attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 

Revenue Rights and remain subject to all credit requirements and obligations associated with the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 

 

(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 

Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 

associated with the Auction Revenue Right and for which payment is not made to 

PJMSettlement by the buyer under such a bilateral transfer.   

 

(e) All payments and related charges associated with such a bilateral contract shall be 

arranged between the parties to such bilateral contract and shall not be billed or settled by 

PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 

Members will not assume financial responsibility for the failure of a party to perform obligations 

owed to the other party under such a bilateral contract reported to the Office of the 

Interconnection under this Schedule.   

 

(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 

be resolved solely between the buyer and the seller.  

 

7.4.3 Target Allocation of Auction Revenue Right Credits. 

 

(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 

Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 

annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 

four and multiplied by the price differences for the receipt and delivery points associated with 

the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 

minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 

delivery point is determined by the clearing prices of each round of the annual Financial 

Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 

Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 

entity’s Auction Revenue Rights. 

 

(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 

Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 

be determined on a monthly basis for each month in a Planning Period beginning with the month 

the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 

Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 

equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 

differential between the source and sink nodes of the corresponding FTR obligation in each 

prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 

Rights through the end of the relevant Planning Period. 
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7.4.4 Calculation of Auction Revenue Right Credits. 

 

(a) Each day, the total of all the daily Target Allocations determined as specified above in 

Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 

day shall be compared to the total revenues of all applicable monthly Financial Transmission 

Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 

annual Financial Transmission Rights auction (divided by the number of days in the Planning 

Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 

Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 

Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 

pursuant to Section 5.2.6. 

 

(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 

of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 

to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 

positive Target Allocation value. Auction Revenue Rights which have a negative Target 

Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 

Right Credit. 

 

(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 

Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 

charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 

all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 

allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 

assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 

Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 

pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 

Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 

Allocation. 
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 SCHEDULE 2 -  

COMPONENTS OF COST 

 

1. GENERAL COST PROVISIONS 

 

1.1 Permissible Components of Cost-based Offers of Energy. 

 

Each Market Participant obligated to sell energy on the PJM Interchange Energy Market at cost-

based rates may include the following components or their equivalent in the determination of 

costs for energy supplied to or from the PJM Region: 

 

  (a) For generating units powered by boilers 

  Firing-up cost 

  Peak-prepared-for maintenance cost 

      

  (b) For generating units powered by machines 

  Starting cost from cold to synchronized operation 

 

  (c) For all generating units 

  Incremental maintenance cost 

  No-load cost during period of operation 

  Labor cost 

  Operating Costs 

  Opportunity Costs 

  Emission allowances/adders 

Maintenance Adders 

  Ten percent adder 

  Charging costs for Energy Storage Resources 

Fuel Cost 

 

1.2 Method of Determining Cost Components. 

 

The PJM Board, upon consideration of the advice and recommendations of the Members 

Committee, shall from time to time define in detail the method of determining the costs entering 

into the said components, and the Members shall adhere to such definitions in the preparation of 

incremental costs used on the Interconnection. 

 

1.3 Application of Cost Components to Three-Part Cost-based Offers. 

 

A cost-based offer, as defined in Operating Agreement, Schedule 1, section 1.2, is a three-part 

offer consisting of Start-up Costs, No-load Costs, and the Incremental Energy Offer.  These 

terms are as defined in Operating Agreement, section 1.   

 

The following lists the categories of cost that may be applicable to a Market Participant’s three-

part cost-based offer: 
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(a) For Start-up Costs 

Fuel cost  

Emission allowances/adders  

Maintenance Adders  

Operating Costs  

Labor costs  

 

(b) For No-load Costs 

Fuel cost  

Emission allowances/adders  

Maintenance Adders  

Operating Costs  

 

(c) Incremental Costs in Incremental Energy Offers 

Fuel cost   

Emission allowances/adders  

Maintenance Adders   

Operating Costs   

Opportunity Costs  

 

(d) All fuel costs shall employ the marginal fuel price experienced by the Member. 

 

 

2. FUEL COST POLICY 

 
2.1 Approved Fuel Cost Policy Requirement for Non-Zero Cost-based Offer. 

 
A Market Seller may only submit a non-zero cost-based offer into the PJM Interchange Energy 

Market for a generation resource if it has a PJM-approved Fuel Cost Policy, or follows the 

temporary cost offer methodology set forth in Operating Agreement, Schedule 2, section 6.3, 

consistent with each fuel type for such generation resource.   

 

2.2 Fuel Cost Policy Approval Process. 

 

(a)  A Market Seller shall provide a Fuel Cost Policy to PJM and the Market Monitoring Unit 

for each generation resource that it intends to submit with a non-zero cost-based offer into the 

PJM Interchange Energy Market, for each fuel type utilized by the resource.  The Market Seller 

shall submit its initial Fuel Cost Policy for a generation resource to PJM and the Market 

Monitoring Unit for review and shall update existing Fuel Cost Policies consistent with the 

requirements set forth below in Operating Agreement, Schedule 2, section 2.6.   

 

(i)  For each new generation resource for which the Market Seller intends to submit a 

non-zero cost-based offer, the Market Seller may also: 

 

A. Submit a provisional Fuel Cost Policy to PJM and the Market Monitoring Unit for 

review and approval when it does not have commercial operating data. The 
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provisional Fuel Cost Policy shall describe the Market Seller’s methodology to 

procure and price fuel and include all available operating data.  Within 90 

calendar days of the commercial operation date of such generation resource, the 

Market Seller shall submit to PJM and the Market Monitoring Unit for review an 

updated Fuel Cost Policy reflecting actual commercial operating data of the 

resource; or 

 

B.  Follow the temporary cost offer methodology set forth in Operating Agreement, 

Schedule 2, section 6.3, until PJM approves a new Fuel Cost Policy. 

 

(ii) A Market Seller of a generation resource that is transferred from another Market 

Seller that intends to submit a non-zero cost-based offer must: 

 

A. Affirm the currently approved Fuel Cost Policy on file for such generation 

resource prior to the submission of a cost-based offer; or  

 

B. Submit an updated Fuel Cost Policy for review, which must be approved prior to 

the submission of a cost-based offer developed in accordance with such policy; or  

  

C. Follow the temporary cost offer methodoly set forth in Operating Agreement, 

Schedule 2, section 6.3, until PJM approved a new Fuel Cost Policy. 

 

(b) PJM and the Market Monitoring Unit will have an initial thirty (30) Business Days for 

review of a submitted policy.   

 

(c) The basis for the Market Monitoring Unit’s review is described in Tariff, Attachment M-

Appendix.  PJM shall consult with the Market Monitoring Unit, and consider any input and 

advice timely received from the Market Monitoring Unit, in its determination of whether to 

approve a Market Seller’s Fuel Cost Policy. 

 

(d) After it has completed its evaluation of the submitted Fuel Cost Policy, PJM shall notify 

the Market Seller in writing, with a copy to the Market Monitoring Unit, whether the Fuel Cost 

Policy is approved or rejected.  If PJM rejects a Market Seller’s Fuel Cost Policy, PJM shall 

include an explanation for why the Fuel Cost Policy was rejected in its written notification. 

 

(e) PJM shall establish an expiration date for each Fuel Cost Policy, with timely input and 

advice from the Market Monitoring Unit and Market Seller, and notify the Market Seller of such 

date at the time of the Fuel Cost Policy approval. Upon such expiration, the Fuel Cost Policy will 

no longer be deemed approved by PJM and the provisions of Operating Agreement, Schedule 2, 

section 2.4(b) shall apply.  

 

2.3 Standard of Review. 

 

(a)  PJM shall review and approve a Fuel Cost Policy if it meets the requirements set forth in 

subsections (a)(i) through (v) of this section.  PJM shall reject Fuel Cost Policies that fail to meet 

such requirements and that do not accurately reflect the applicable costs, such as the fuel source, 
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transportation cost, procurement process used, applicable adders, commodity cost, or provide 

sufficient information for PJM to verify the Market Seller’s fuel cost at the time of the Market 

Seller’s cost-based offer.  If PJM rejects a Market Seller’s Fuel Cost Policy, PJM shall include an 

explanation for why the Fuel Cost Policy was rejected in its written notification.  A Fuel Cost 

Policy must: 

 

(i) Provide information sufficient for the verification of the Market Seller’s fuel 

pricing and/or cost estimation method, as further described below and in PJM Manual 15, and 

how those practices are utilized to determine cost-based offers the Market Seller submits into the 

PJM Interchange Energy Market; 

 

(ii) Reflect the Market Seller’s applicable commodity and/or transportation contracts 

(to the extent it holds such contracts) and the Market Seller’s method of calculating delivered 

fossil fuel cost, limited to inventoried cost, replacement cost or a combination thereof, that 

reflect the way fuel is purchased or scheduled for purchase, and set forth all applicable indices as 

a measure that PJM can use to verify how anticipated spot market purchases are utilized in 

determining fuel costs; 

 

(iii) Provide a detailed explanation of the basis for and reasonableness of any 

applicable adders included in determining fuel costs in accordance with PJM Manual 15; 

 

(iv) Account for situations where applicable indices or other objective market 

measures are not sufficiently  liquid by documenting the alternative means actually utilized by 

the Market Seller to price the applicable fuel used in the determination of its cost-based offers, 

such as documented quotes for the procurement of natural gas; and 

 

(v) Adhere to all requirements of PJM Manual 15 applicable to the generation 

resource. 

(b) To the extent a Market Seller proposes alternative measures to document its fuel costs in 

its Fuel Cost Policy for a generation resource, the Market Seller shall explain how such 

alternative measures are consistent with or superior to the standard specified in subsection (a) of 

this section, accounting for the unique circumstances associated with procurement of fuel to 

supply the generation resource. 

 

(c) If PJM determines that a Fuel Cost Policy submitted for review does not contain adequate 

support for PJM to make a determination as to the acceptability of any portion of the proposed 

policy consistent with the standards set forth above, PJM shall reject the Fuel Cost Policy.  If 

PJM rejects the Fuel Cost Policy, the Market Seller may use:  

 

 (i)  The existing approved Fuel Cost Policy, if the policy is not expired and is still 

reflective of the Market Sellers current fuel pricing and/or cost estimation method; or 

 

(ii) The temporary cost offer methodology provided in Operating Agreement, 

Schedule 2, section 6.3 to develop its cost-based offers until such time as PJM approves a new 

Fuel Cost Policy for the Market Seller. 
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2.4 Expiration of Approved Fuel Cost Policies. 

 

 

(a) PJM, in consultation with the Market Seller and with timely input and advice from the 

Market Monitoring Unit, may: 

 

(i) Update the Market Seller’s Fuel Cost Policy expiration date, with at least 90 days 

notification to the Market Seller, due to a business rule change in the PJM Governing 

Documents. 

 

(ii) Immediately expire the Market Seller’s Fuel Cost Policy with written notification 

to the Market Seller when  a change in circumstance causes the Market Seller’s fuel pricing 

and/or cost estimation method to be no longer consistent with the approved Fuel Cost Policy, this 

Operating Agreement, Schedule 2 or PJM Manual 15. 

 

(b) If the Market Seller of a generation resource that has been transferred from another 

Market Seller does not affirm the current approved Fuel Cost Policy on file for that generation 

resource, then such Fuel Cost Policy shall terminate  as of the date on which  the generation 

resource was transferred to the new Market Seller. 

 

(c) PJM shall notify the Market Seller and the Market Monitoring Unit in writing when it has 

approved or denied a requested update to a Fuel Cost Policy expiration date and the rationale for 

its determination. 

 

(d) On the next Business Day following the expiration of a Fuel Cost Policy, the Market 

Seller may only submit a cost-based offer of zero or a cost-based offer that is consistent with the 

temporary cost offer methodology in Operating Agreement, Schedule 2, section 6.3 until a new 

Fuel Cost Policy is approved by PJM for the relevant resource.  If PJM expires a Market Seller’s 

previously approved Fuel Cost Policy under Operating Agreement, Schedule 2, section 2.4(a)(i) 

or (ii), PJM shall notify the Market Seller in writing, with a copy to the Market Monitoring Unit, 

and include an explanation for the expiration, along with relevant documentation to support the 

expiration of a Fuel Cost Policy.  Upon expiration, the Market Seller may rebut the expiration 

pursuant to Operating Agreement, Schedule 2, section 6.2  

 

2.5 Information Required To Be Included In Fuel Cost Policies. 

 

(a)  Each Market Seller shall include in its Fuel Cost Policy the following information, as 

further described in the applicable provisions of PJM Manual 15: 

 

(i) For all Fuel Cost Policies, regardless of fuel type, the Market Seller shall provide 

a detailed explanation of the Market Seller’s established method of calculating or estimating fuel 

costs, indicating whether fuel purchases are subject to a contract price and/or spot pricing, and 

specifying how it is determined which of the contract prices and/or spot market prices to use.  

The Market Seller shall include its method for determining commodity, handling and 

transportation costs.   
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(ii) For Fuel Cost Policies applicable to generation resources using a fuel source other 

than natural gas, the Market Seller shall adhere to the following guidelines: 

 

1. Fuel costs for solar and run-of-river hydro resources shall be zero.  

 

2.  Fuel costs for nuclear resources shall not include in-service interest 

charges whether related to fuel that is leased or capitalized. 

 

3. For Pumped Storage Hydro resources, fuel cost shall be determined based 

on the amount of energy necessary to pump from the lower reservoir to the upper 

reservoir. 

 

4. For wind resources, the Market Seller shall identify how it accounts for 

renewable energy credits and production tax credits. 

 

5. For solid waste, bio-mass and landfill gas resources, the Market Seller 

shall include the costs of such fuels even when the cost is negative. 

 

6. For Energy Storage Resources, fuel cost shall include costs to charge for 

later injection to the grid. 

  

(iii) Market Sellers shall report, for all of the generation resource’s operating modes, 

fuels, and at various operating temperatures, the incremental, no load and start heat requirements, 

the method of developing heat inputs, and the frequency of updating heat inputs when requested 

by the Office of the Interconnection. 

 

(iv) Market Sellers shall include any applicable unit specific performance factors, and the 

method used to determine them, which may be modified seasonally to reflect ambient conditions 

when requested by the Office of the Interconnection.   

 

(v) Market Sellers shall include the cost-based Start Cost calculation for the generation 

resource, and identify for each temperature state the starting fuel (MMBtu), station service 

(MWh), start Maintenance Adder, and any Start Additional Labor Cost when requested by the 

Office of the Interconnection. 

 

(vi) A Fuel Cost Policy shall also include any other incremental operating costs included 

in a Market Seller’s cost-based offer for a resource, including but not limited to the consumables 

used for operation and the marginal value of costs in terms of dollars per MWh or dollars per 

unit of fuel, along with all applicable descriptions, calculation methodologies associated with 

such costs, and frequency of updating such costs. 

 

2.6 Periodic Update and Review of Fuel Cost Policies. 

 

Prior to expiration of a Fuel Cost Policy, all Market Sellers will be required to either submit to 

PJM and the Market Monitoring Unit an updated Fuel Cost Policy that complies with this 

Operating Agreement, Schedule 2 and PJM Manual 15, or confirm that their expiring Fuel Cost 
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Policy remains compliant, pursuant to the procedures and deadlines specified in PJM Manual 15.  

PJM shall consult with the Market Monitoring Unit, and consider any input timely received from 

the Market Monitoring Unit, in its determination of whether to approve a Market Seller’s 

updated Fuel Cost Policy.  After it has completed its evaluation of the request, PJM shall notify 

the Market Seller in writing, with a copy to the Market Monitoring Unit, of its determination 

whether the updated Fuel Cost Policy is approved or rejected.  If PJM rejects a Market Seller’s 

updated Fuel Cost Policy, in its written notification, PJM shall provide an explanation for why 

the Fuel Cost Policy was rejected.   

 

The Market Seller shall follow the applicable processes and deadlines specified in this Operating 

Agreement, Schedule 2 and the PJM Manual 15 to submit an updated Fuel Cost Policy: 

 

(a) If the Market Seller’s fuel pricing or cost estimation method is no longer consistent with 

the approved Fuel Cost Policy, or 

 

(b) If a Market Seller desires to update its Fuel Cost Policy. 

 

2.7  Market Monitoring Unit Review For Market Power Concerns. 
 

Nothing in this Operating Agreement, Schedule 2 is intended to abrogate or in any way alter the 

responsibility of the Market Monitoring Unit to make determinations about market power 

pursuant to Tariff, Attachment M and Attachment M-Appendix. 

 

3. EMISSION ALLOWANCES/ADDERS 
 

3.1  Review of Emissions Allowances/Adders. 

 

(a) For emissions costs, Market Sellers shall report the emissions rate of each generation 

resource, the method for determining the emissions allowance cost, and the frequency of 

updating emission rates.  Such adders must be submitted and reviewed at least annually by PJM 

and be changed if they are no longer accurate.  

 

(b) Market Sellers may submit emissions cost information to PJM and the Market 

Monitoring Unit as part of the information it submits during the annual Fuel Cost Policy review 

process, described in Operating Agreement, Schedule 2, section 2.6.  The basis for the Market 

Monitoring Unit’s review is described in Tariff, Attachment M-Appendix, section II.A.2.  PJM 

shall consult with the Market Monitoring Unit, and consider any input and advice timely 

received from the Market Monitoring Unit, in its determination of whether to approve emissions 

costs.   

 

4. MAINTENANCE ADDERS & OPERATING COSTS 

 

4.1 Maintenance Adders 

 

Maintenance Adders are expenses directly related to electric production and can be a function of 

starts and/or run hours.  Allowable expenses may include repair, replacement, and major 
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inspection, and overhaul expenses including variable long term service agreement expenses.  

Maintenance Adders are calculated as the 10 or 20 year average cost of a unit’s maintenance 

history, or all available actual maintenance history if a unit has less than 20 years of maintenance 

history.  The major inspection and overhaul costs listed below in sections (a)-(c) are not 

exhaustive.  A Market Seller may include costs in cost-based offers if those costs are similar to 

the costs outlined in this provision, so long as they are variable costs that are directly attributable 

to the production of electricity. 

 

(a)  Major inspections and overhauls of gas turbine and steam turbine generators include, but 

are not limited to, the following costs: 

 

• turbine blade repair/replacement; 

• turbine diaphragm repair; 

• casing repair/replacement; 

• bearing repair/refurbishment; 

• seal repair/replacement and generator refurbishment; 

• heat transfer replacement and cleaning; 

• cooling tower fan motor and gearbox inspection; 

• cooling tower fill and drift eliminators replacement; 

• Selective Catalytic Reduction and CO Reduction Catalyst replacement; 

• Reverse Osmosis Cartridges replacement; 

• air filter replacement; 

• fuel and water pump inspection/replacement; 

 

(b) Major maintenance of gas turbine generators directly related to electric production 

include, but are not limited to: 

 

• compressor blade repair/replacement; 

• hot gas path inspections, repairs, or replacements. 

 

(c) Major maintenance of steam turbine generators directly related to electric production 

include, but are not limited to: 

 

• stop valve repairs; 

• throttle valve repairs; 

• nozzle block repairs; 

• intercept valve repairs. 

 

(d)  Maintenance Costs that cannot be included in a Market Seller’s cost-based offer are 

preventative maintenance and routine maintenance on auxiliary equipment like buildings, 

HVAC, compressed air, closed cooling water, heat tracing/freeze protection, and water 

treatment. 

 

4.2 Operating Costs 
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(a) Operating Costs are expenses related to consumable materials used during unit operation 

and include, but are not limited to, lubricants, chemicals, limestone, trona, ammonia, acids, 

caustics, water injection, activated carbon for mercury control, and demineralizers usage.  These 

operating costs not exhaustive.  A Market Seller may include other operating costs in cost-based 

offers so long as they are operating costs that are directly attributable to the production of 

energy. 

 

(b) Operating Costs may be calculated based on a fixed or rolling average of values from one 

to five years in length, reviewed (and updated if changed) annually, or a rolling average from 

twelve to sixty months in length, reviewed (and updated if changed) monthly. 

 

4.3 Labor Costs 

 

Labor costs included in cost-based offers do not include straight-time labor costs and are limited 

to: (1) start-up costs for additional staffing requirements and (2) contractor labor or plant 

personnel overtime labor included in the Maintenance Adder associated with maintenance 

activities directly related to electric production. Straight time labor expenses may be included 

under an Avoidable Cost Rate in the RPM auction. 

 

4.4  Review of Maintenance Adders & Operating Costs. 

 

(a) Maintenance Adders and Operating Costs must be submitted and reviewed at least 

annually by PJM and be changed if they are no longer accurate.  Maintenance Adders and 

Operating Costs cannot include any costs that are included in the generation resource’s 

Avoidable Cost Rate pursuant to Tariff, Attachment DD, section 6.8(c). 

 

(b) Market Sellers must specify the maintenance history years utilized in calculating 

Maintenance Adders during the annual review. 

 

(c) Market Sellers must specify the years used to calculate Operating Costs during the annual 

review.  Market Sellers that elect to use a six month to twelve month rolling average must submit 

these costs for a monthly review. 

 

(d) Market Sellers may submit Maintenance Adder and Operating Costs information to PJM 

and the Market Monitoring Unit as part of the information it submits during the annual Fuel Cost 

Policy review process, described in Operating Agreement, Schedule 2, section 2.6. The basis for 

the Market Monitoring Unit’s review is described in Tariff, Attachment M-Appendix, section 

II.A.2.  PJM shall consult with the Market Monitoring Unit, and consider any input and advice 

timely received from the Market Monitoring Unit, in its determination of whether to approve 

Maintenance Adders and Operating Costs.  

 

5. OPPORTUNITY COSTS 

 

(a) For a generating unit that is subject to operational limitations due to energy or 

environmental limitations imposed on the generating unit by Applicable Laws and Regulations, 

the Market Participant may include a calculation of its “Opportunity Costs” which is an amount 
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reflecting the unit-specific Energy Market Opportunity Costs expected to be incurred. Such unit-

specific Energy Market Opportunity Costs are calculated by forecasting Locational Marginal 

Prices based on future contract prices for electricity using PJM Western Hub forward prices, 

taking into account historical variability and basis differentials for the bus at which the 

generating unit is located for the prior three year period immediately preceding the relevant 

compliance period, and subtract therefrom the forecasted costs to generate energy at the bus at 

which the generating unit is located, as specified in more detail in PJM Manual 15.  If the 

difference between the forecasted Locational Marginal Prices and forecasted costs to generate 

energy is negative, the resulting Energy Market Opportunity Cost shall be zero.  Notwithstanding 

the foregoing, a Market Participant may submit a request to PJM for consideration and approval 

of an alternative method of calculating its Energy Market Opportunity Cost if the standard 

methodology described herein does not accurately represent the Market Participant’s Energy 

Market Opportunity Cost. 

 

(b) For a generating unit that is subject to operational limitations because it only has a 

limited number of starts or available run hours resulting from (i) the physical equipment 

limitations of the unit, for up to one year, due to original equipment manufacturer 

recommendations or insurance carrier restrictions, or (ii) a fuel supply limitation, for up to one 

year, resulting from an event of Catastrophic Force Majeure, the Market Participant may include 

a calculation of its “Opportunity Costs” which is an amount reflecting the unit-specific Non-

Regulatory Opportunity Costs expected to be incurred.  Such unit-specific Non-Regulatory 

Opportunity Costs are calculated by forecasting Locational Marginal Prices based on future 

contract prices for electricity using PJM Western Hub forward prices, taking into account 

historical variability and basis differentials for the bus at which the generating unit is located for 

the prior three year period immediately preceding the period of time in which the unit is bound 

by the referenced restrictions, and subtract therefrom the forecasted costs to generate energy at 

the bus at which the generating unit is located, as specified in more detail in PJM Manual 15. If 

the difference between the forecasted Locational Marginal Prices and forecasted costs to 

generate energy is negative, the resulting Non-Regulatory Opportunity Cost shall be zero. 

 

 

6. PENALTY PROVISIONS 

 

6.1  Penalties. 

 

 (a)  If upon review of a Market Seller’s cost-based offer, PJM determines that the offer is not 

in compliance with the Market Seller’s PJM-approved Fuel Cost Policy or this Operating 

Agreement, Schedule 2 and the Market Monitoring Unit agrees with that determination, or the 

Market Monitoring Unit determines that the offer is not in compliance with the Market Seller’s 

PJM-approved Fuel Cost Policy and PJM agrees with the Market Monitoring Unit’s 

determination, or PJM determines that any portion of the cost-based offer is not in compliance 

with this Operating Agreement, Schedule 2, the Market Seller shall be subject to a penalty.  If: 

 

1. The Market Seller ceased submitting the non-compliant offer either prior 

to, or upon notification from PJM, or the Market Seller reports such error to PJM 

after ceasing submission of the non-compliant cost-based offer then the penalty 
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calculation will use the average hourly MWh and LMP for each hour of the day 

across the non-compliant period, as shown in the equation below.  For the 

purposes of this equation, the non-compliant period is defined as the first hour of 

the Operating Day for which the non-compliant offer was first submitted through 

the earlier of: a) the last hour of the Operating Day for which the non-compliant 

offer was submitted; or b) notification of the non-compliant offer from PJM.   

 

 

Non-Escalating Penalty = 

24  

∑ ((  1 

) x LMPh  x MWh x E x I ) 20 

h=1  

 

where: 

 

h is the applicable hour of the Operating Day. 

 

LMPh  is the average hourly real-time LMP at the applicable location of the resource for 

the given hour across the non-compliant period. 

 

MWh  is the average hourly available capacity of the resource for the given hour across 

the non-compliant period, where available capacity is defined as the greater of the real-

time megawatt output and emergency maximum of the generation resource. 

 

E is the Market Seller error identification factor.  The Market Seller error identification 

factor shall be equal 0.25 when the non-compliant offer is identified by the Market Seller 

without inquiry from or being prompted by PJM or the Market Monitoring Unit, and 

PJM, with timely input and advice from the Market Monitoring Unit, agrees that the 

Market Seller first identified the error. The Market Seller error identification shall equal 1 

in the absence of a valid self-identified error. 

 

I is the market impact factor over the duration of the non-compliant cost-based offer.  The 

market impact factor shall be equal to 1 if the Market Seller continued submitting non-

compliant offers after receiving notice from PJM of its non-compliant offer, or if the 

Market Seller continued submitting non-compliant offers after notifying PJM of the non-

compliant cost-based offer, or when any of the following conditions exist for any hour 

throughout the duration of the non-compliant cost-based offer: 

 

A. The generation resource clears in the Day-ahead Energy Market on the 

non-compliant cost-based offer, or runs in Real-time Energy Market on the 

non-compliant cost-based offer and is either: 

 

(i) paid day-ahead or balancing operating reserves as described in 

Operating Agreement, Schedule 1, section 3.2.3; or 
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(ii) The marginal resource for energy, transmission constraint control, 

regulation or reserves. 

 

B. The Market Seller does not pass the three pivotal supplier test as described 

in Operating Agreement, Schedule 1, section 6.4.1(e) and any of the following 

conditions apply: 

 

(i) The generation resource is not committed 

 

(ii) The generation resource runs on its cost-based offer 

 

(iii)  The generation resource is running on its market-based offer  and 

it did not pass the three pivotal supplier test at the time of commitment 

 

C. The non-compliant incremental cost-based offer is greater than 

$1,000.MWh 

 

If none of the above conditions apply, then the market impact factor shall be 

equal to 0.1 

 

2. In addition to being issued the penalty described in 6.1(a)(1), a Market 

Seller will be subject to a daily escalating penalty for each day beyond which 

the Market Seller continues submitting the non-compliant cost-based offer 

after notification from PJM, or after the Market Seller reports such error to 

PJM.  Escalating daily penalty will be calculated as shown in the equation 

below: 

 

Escalating Daily Penalty = 

24  

∑ ((  d 

) x LMPh  x MWh ) 20 

h=1  

 

where: 

 

d is the the number of days, starting at 2 and increasing by 1 for each 

additional day of non-compliance following notification, and capped at a 

value of 15.   

 

h is the applicable hour of the Operating Day. 

    

LMPh is the hourly real-time LMP at the applicable pricing location for the resource 

for the applicable hour of the Operating Day. 
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MWh is the hourly available capacity of the resource for the applicable hour of the 

Operating Day, where available capacity is defined as the greater of the real-time 

megawatt output and emergency maximum of the generation resource.  

 

(b)  All charges collected pursuant to this provision shall be allocated to Market Participants 

based on each Market Participant’s real-time load ratio share for each applicable hour, as 

determined based on the Market Participant’s total hourly load (net of operating Behind The 

Meter Generation, but not to be less than zero) to the total hourly load of all Market Participants 

in the PJM Region. 

 

(c) Market Sellers that are assessed a penalty for a cost-based offer not in compliance with 

the Market Seller’s PJM-approved Fuel Cost Policy, the temporary cost offer methodology, or 

this Schedule 2 shall be assessed penalties until the day after PJM determines that the Market 

Seller’s cost-based offers are in compliance with the Market Seller’s approved Fuel Cost Policy 

or in compliance with this Schedule 2.  Such penalties will be assessed for no less than one (1) 

Operating Day. 

 

6.2  Rebuttal Period To Challenge Expiration of Fuel Cost Policy. 

 

Market Sellers who have a Fuel Cost Policy that has been immediately expired by PJM will be 

provided a three (3) Business Day rebuttal period, starting from the date of expiration, to submit 

supporting documentation to PJM demonstrating that the expired Fuel Cost Policy accurately 

reflects the fuel pricing and/or cost estimation methoddocumented in the previously approved 

Fuel Cost Policy that was expired.  However, if, upon review of the Market Seller’s supporting 

documentation, PJM determines that the expired policy accurately reflects the Market Seller’s 

actual methodology used to develop the cost-based offer that was submitted at the time of 

expiration and that the Market Seller has not violated its Fuel Cost Policy, then PJM will make 

whole the Market Seller via uplift payments for the time period for which the applicable Fuel 

Cost Policy had been expired and the generation resource was mitigated to its cost-based offer. 

 

6.3 Exemption From Penalty 

 

(a) A Market Seller will not be subject to a penalty   under Operating Agreement, Schedule 2, 

section 6.1 for utilizing a fuel pricing and/or cost estimation method inconsistent with the 

methodology in the Market Seller’s PJM-approved Fuel Cost Policy or this Operating 

Agreement, Schedule 2 if the reason for fuel pricing and/or cost estimation deviation is due to an 

unforeseen event outside of the control of the Market Seller, its agents, and its affiliated fuel 

suppliers which, by exercise of due diligence the Market Seller could not reasonably have 

contemplated at the time the Fuel Cost Policy was developed, such as:  

 

(i) physical events such as acts of God, landslides, lightning, earthquakes, fires, storms or storm 

warnings, such as hurricanes, which result in evacuation of the affected area, floods, washouts, 

explosions, breakage or accident or necessity of repairs to machinery or equipment or lines of 

pipe;  
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(ii) weather related events affecting an entire geographic region, such as low temperatures which 

cause freezing or failure of wells or lines of pipe or other fuel delivery infrastructure;  

 

(iii) interruption and/or curtailment of firm transportation and/or storage by transporters;  

 

(iv) acts of unaffiliated third parties including but not limited to strikes, lockouts or other 

industrial disturbances, riots, sabotage, insurrections or wars, or acts of terror; and  

 

(v) governmental actions such as necessity for compliance with any court order, law, statute, 

ordinance, regulation, or policy having the effect of law promulgated by a governmental 

authority having jurisdiction.  

 

(b) Market Seller shall provide evidence of the event and direct impact on the Market Seller’s 

ability to utilize a fuel pricing and/or cost estimation method consistent with the methodology in 

the Market Seller’s PJM-approved Fuel Cost Policy or this Operating Agreement, Schedule 2.  

Such evidence shall be provided to PJM and the Market Monitoring Unit. Upon providing such 

evidence to PJM and the Market Monitoring Unit, and after receiving timely comments from the 

Market Monitoring Unit, PJM shall determine and notify the Market Seller as to whether the 

evidence sufficiently demonstrates that the force majeure event directly impacted the Market 

Seller’s ability to conform to the methodology described in the applicable PJM-approved Fuel 

Cost Policy. The applicability of this provision shall not apply for economic hardship nor obviate 

the requirement for a Market Seller to submit cost-based offers that are just and reasonable, and 

utilize best available information to develop fuel costs during a force majeure event. 

 

6.4      Temporary Cost Offer Methodology 

 

(a) As an option, Market Sellers may utilize the temporary  cost offer methodology to 

calculate a generation resource’s cost-based offer while developing a new Fuel Cost Policy in 

good faith for the following: 

 

(i) Generation resources that initiate participation in the PJM Energy Market 

 

(ii) Generation resources transferring from one Market Seller to another Market Seller  

 

(iii) Generation resources that have an expired Fuel Cost Policy 

 

(b) The temporary cost offer methodology shall be comprised of the index settle price, 

described below, at the PJM-assigned commodity pricing point multiplied by heat input curves 

submitted by the Market Seller, as described in Manual 15.   

 

For generation resources that opt-out of intraday offers, the last published closing index 

settle price shall be used for all hours of the Operating Day.  

 

For generation resources that opt-in to intraday offers, index settle prices shall be based 

on the last published closing settle price for all hours of the Operating Day , and updated to 

reflect the:  
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1. last published closing settle price, if decreased, for hours ending 11 

through 24 for natural gas  

 

2. last published closing settle price, if decreased, for all hours of the 

Operating Day for all other fuel types  

 

(c) The commodity pricing point and index publication source shall be assigned by PJM in 

consultation with the Market Seller and with timely input and advice from the Market Monitoring 

Unit. 

 

(d) A Market Seller may not include any of the other permissible components for cost-based 

offers that listed in this Operating Agreement, section 1.1. 

 

(e) If a Market Seller without a PJM-approved Fuel Cost Policy does not utilize this temporary 

cost offer methodology to calculate its cost-based offer, the Market Seller shall only submit a 

zero cost-based offer. 
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SCHEDULE 6A 

Black Start Service 

 

References to section numbers in this Schedule 6A refer to sections of this Schedule 6A, unless 

otherwise specified. 

 

To ensure the reliable restoration following a shut down of the PJM transmission system, Black 

Start Service is necessary to facilitate the goal of complete system restoration.  Black Start 

Service enables the Transmission Provider to designate specific generators called Black Start 

Units whose location and capabilities are required to re-energize the transmission system 

following a system-wide blackout.  The Transmission Provider shall administer the provision of 

Black Start Service.  PJMSettlement shall be the Counterparty to the purchases and sales of 

Black Start Service.   

 

TRANSMISSION CUSTOMERS 

 

1. All Transmission Customers and Network Customers must obtain Black Start Service 

through the Transmission Provider, with PJMSettlement as the Counterparty, pursuant to this 

Schedule 6A.  

 

PROVISION OF BLACK START SERVICE 

2. A Black Start Unit is a generating unit that has equipment enabling it to start without an 

outside electrical supply or a generating unit with a high operating factor (subject to 

Transmission Provider concurrence) with the demonstrated ability to automatically remain 

operating, at reduced levels, when disconnected from the grid.  A Black Start Unit shall be 

considered capable of providing Black Start Service only when it meets the criteria set forth in 

the PJM manuals.  The expected life of the Black Start Unit shall take into consideration 

expectations regarding both the enabling equipment and the generation unit itself. 

 

3. A Black Start Plant is a generating plant that includes one or more Black Start Units.  A 

generating plant with Black Start Units electrically separated at different voltage levels will be 

considered multiple Black Start Plants.   

 

4. The Transmission Provider is responsible for developing a coordinated and efficient 

system restoration plan that identifies all of the locations where Black Start Units are needed.  

The PJM Manuals shall set forth the criteria and process for selecting or identifying the Black 

Start Units necessary to commit to providing Black Start Service at the identified locations. No 

Black Start Unit shall be eligible to recover the costs of providing Black Start Service in the PJM 

Region unless it agrees to provide such service for a term of commitment established under 

section 5, 6, or 6A below. 

 

5. Owners of Black Start Units selected to provide Black Start Service in accordance with 

Schedule 6A, section 4 and electing to forego any recovery of new or additional Black Start 

Capital Costs shall commit to provide Black Start Service from such Black Start Units for an 

initial term of no less than two years and authorize the Transmission Provider to resell Black 

Start Service from its Black Start Units.  The term commitment shall continue to extend until the 
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Black Start Unit owner or the Transmission Provider provides written, one-year advance notice 

of its intention to terminate the commitment or the commitment is involuntarily terminated 

pursuant to section 15 of this Schedule 6A.  Black Start Units that are selected to provide Black 

Start Service after June 6, 2021, pursuant to Schedule 6A, section 6 that subsequently transition 

from the Capital Cost Recovery Rate to the Base Formula Rate shall have a lifetime commitment 

and can only terminate for the reason specified in Schedule 6A, section 6(ii). 

 

6. (i)  Owners of Black Start Units selected to provide Black Start Service prior to June 6, 

2021, in accordance with section 4 of this Schedule 6A and electing to recover new or additional 

Black Start Capital Costs shall commit to provide Black Start Service from such Black Start 

Units for a term based upon the age of the Black Start Unit or the longest expected life of the 

Incremental Black Start Capital Cost, as set forth in the applicable CRF Table in section 18 of 

this Schedule 6A.  For those Black Start Units that elect to recover new or additional Black Start 

Capital Costs in addition to a prior, FERC-approved cost recovery rate, the applicable 

commitment period shall be the longer of the FERC-approved recovery period or the applicable 

term of commitment as set forth in the CRF Table in section 18 of this Schedule 6A.  The 

Transmission Provider may terminate the commitment with one year advance notice of its 

intention to the Black Start Unit owner, but the Black Start Unit owner shall be eligible to 

recover any amount of unrecovered Fixed Black Start Service Costs over a period not to exceed 

five years.  A Black Start Unit owner may terminate the provision of Black Start Service with 

one year advance notice and consent of the Transmission Provider (or its commitment period 

may be involuntarily terminated pursuant to the section 15 below).  Such Black Start Unit shall 

forego any otherwise existing entitlement to future revenues collected pursuant to this Schedule 

6A and fully refund any amount of the Black Start Capital Costs recovered under a FERC-

approved rate (recovered on an accelerated basis pursuant to the provisions of section 17(i) of 

this Schedule 6A) in excess of the amount that would have been recovered pursuant to section 18 

of this Schedule 6A during the same period.  At the conclusion of the term of commitment 

established under this section 6 of this Schedule 6A, a Black Start Unit shall commence a new 

term of commitment under either section 5 or 6 of this Schedule 6A, as applicable. 

 

 (ii)  Owners of Black Start Units selected to provide Black Start Service after June 6, 

2021, in accordance with Schedule 6A, section 4 and electing to recover new or additional Black 

Start Capital Costs shall commit to provide Black Start Service from such Black Start Units for 

an initial capital recovery period based upon the age of the Black Start Unit plus the remaining 

life of the Black Start equipment.  For those Black Start Units that elect to recover new or 

additional Black Start Capital Costs in addition to a prior, FERC-approved cost recovery rate, the 

applicable commitment period shall be the longer of the FERC-approved recovery period or the 

initial capital recovery period based upon the age of the Black Start Unit plus the remaining life 

of the Black Start equipment.   

 

The Transmission Provider may terminate the commitment with one year advance notice of its 

intention to the Black Start Unit owner, but  the Black Start Unit owner shall be eligible to 

recover  any amount of unrecovered Fixed Black Start Service Costs over a period not to exceed 

five years.  A Black Start Unit owner may terminate the provision of Black Start Service with 

one year advance notice and consent of the Transmission Provider (or its commitment period 

may be involuntarily terminated pursuant to the section 15 below), provided the Black Start 
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Unit’s owner demonstrates to the satisfaction of the Transmission Provider at least one of the 

following reasons for such termination apply: 

 

a. Black Start Unit retirement or deactivation with at least one year’s notice; 

 

b. Expiration of a state, federal, or other governmental agency permit(s) required for 

Black Start Service with at least one year’s notice; or 

 

c. Additional capital is required by the Black Start Unit owner to maintain Black 

Start Service capability (in which case, the Black Start Unit will apply for Black 

Start Service selection in accordance with the procedures set forth in Manual 12 

and only continue to provide Black Start Service if selected for Black Start 

Service by the Transmission Provider). 

 

Such Black Start Unit shall forego any otherwise existing entitlement to future revenues 

collected pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital 

Costs recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 

provisions of section 17(i) of this Schedule 6A) in excess of the amount that would have been 

recovered pursuant to Schedule 6A, section 18 during the same period.   

 

6A. Black Start Units which are owned or contracted for by a Transmission Owner to provide 

Black Start Service as a result of the black start reliability backstop process defined in the PJM 

Manuals, shall be subject to cost recovery through such Transmission Owner’s annual revenue 

requirement under such Transmission Owner’s Tariff, Attachment H, as filed with, and accepted 

by, FERC under Section 205 of the Federal Power Act and in accordance with Tariff, Part I, 

section 9, or through such other cost recovery mechanism, provided that such cost recovery 

mechanism is filed with and accepted by FERC.  The relevant Transmission Owner shall commit 

to provide, or effectuate the provision of, Black Start Service from such a Black Start Unit for 

the FERC-approved cost recovery period.  The Transmission Provider may terminate the 

commitment with one year advance notice of its intention to the Transmission Owner.  Provision 

of Black Start Service from a Black Start Unit obtained through the black start reliability 

backstop process defined in the PJM Manuals shall be subject to sections 7 through 13 of this 

Schedule 6A.  The Revenue Requirements, Credits, and Charges provisions contained in sections 

16 through 27 of this Schedule 6A, shall not apply to Black Start Units obtained as a result of the 

black start reliability backstop process defined in the PJM Manuals. 

 

6B. In the event that a Black Start Unit fails to fulfill its commitment established under 

section 5 to provide Black Start Service, receipt of any Black Start Service revenues associated 

with the non-performing Black Start Unit shall cease and, for the period of the unit’s non-

performance, the Black Start Unit owner shall forfeit the Black Start Service revenues associated 

with the non-performing Black Start Unit that it received or would have received had the Black 

Start Unit performed, not to exceed revenues for a maximum of one year. 

 

In the event that a Black Start Unit fails to fulfill its commitment established under section 6 

above, such unit shall forego any otherwise existing entitlement to future revenues collected 

pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital Costs 
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recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 

provisions of section 17(i) of this Schedule 6A)  in excess of the amount that would have been 

recovered pursuant to section 18 of this Schedule 6A during the same period, but such unit 

remains eligible to establish a new commitment under section 5 or 6 of this Schedule 6A.  

Provided, however, Black Start Units that are selected to provide Black Start Service after June 

6, 2021, pursuant to Schedule 6A, section 6 that subsequently transition from the Capital Cost 

Recovery Rate to the Base Formula Rate shall have a lifetime commitment and can only 

terminate for a reason specified in Schedule 6A, section 6(ii). 

 

Performance Standards and Outage Restrictions  

 

7. In addition to the performance capabilities set forth in the PJM Manuals, Black Start 

Units must have the capabilities listed below.  These capabilities must be demonstrated in 

accordance with the criteria set forth in the PJM manuals and will remain in effect for the 

duration of the commitment to provide Black Start Service.  

 

a. A Black Start Unit must be able to close its output circuit breaker to a dead (de-

energized) bus within the time specified in the PJM Manuals. 

 

b. A Black Start Unit must be capable of maintaining frequency and voltage under 

varying load. 

 

c. A Black Start Unit must be able to maintain rated output for a period of time 

identified by each Transmission Owner’s system restoration requirements, in 

conjunction with the Transmission Provider. 

 

8. Each owner of Black Start Units or Black Start Plants must maintain procedures for the 

start-up of the Black Start Units. 

 

9. If a Black Start Unit is a generating unit with a high operating factor (subject to 

Transmission Provider concurrence) with the ability to automatically remain operating at 

reduced levels when disconnected from the grid, this ability must be demonstrated in accordance 

with the criteria set forth in the PJM manuals. 

 

10. No more than one Black Start Unit at a Black Start Plant may be subject to a Generator 

Planned Outage or Generator Maintenance Outage at any one time without written approval of 

the Transmission Provider and the Transmission Owner in the Zone receiving Black Start 

Service from the Black Start Plant.  This restriction excludes outages on common plant 

equipment that may make all units unavailable.  A Black Start Unit not selected for providing 

Black Start Service in accordance with this Schedule 6A, section 4 and the PJM Manuals may be 

substituted for a Black Start Unit that is subject to a Generator Planned Outage to permit a 

concurrent planned outage of another critical Black Start Unit at the same Black Start Plant.  The 

Black Start Unit used as a substitute shall not receive compensation for additional capital 

expenditures to qualify for Black Start Service, will not increase the current Black Start Unit 

capital recovery commitment period, must be connected at the same voltage level and cranking 

path, must be similar age as the current Black Start Unit, must provide equivalent Black Start 
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Unit Capacity, and must have had a valid annual test within the previous 13 months.  Black Start 

Unit substitutions may be permitted for reasons other than Generator Planned Outages if 

requested by the Black Start Unit owner and if approved by the Transmission Provider; provided, 

however, all requests for Black Start Unit substitutions must be supported by documentation and 

information demonstrating operational or technical reasons for the substitution satisfactory to the 

Transmission Provider and may only occur once within a 12-month period. 

 

11. Concurrent planned outages at multiple Black Start Plants within a zone may be restricted 

based on Transmission Owner requirements for Black Start Service availability.  Such 

restrictions must be predefined and approved by Transmission Provider in accordance with the 

PJM manuals. 

 

Testing 

 

12. To verify that they can be started and operated without being connected to the 

Transmission System, Black Start Units shall be tested annually in accordance with the Tariff 

and the PJM Manuals.  The Black Start Unit owner shall determine the time of the annual test.  

 

13. Compensation under this Schedule 6A for energy output delivered to the Transmission 

System during the annual test shall be provided for the Black Start Unit’s minimum run time at 

the higher of the unit’s cost-capped offer or real-time Locational Marginal Price plus start-up and 

no-load costs for up to two start attempts, if necessary.  For Black Start Units that are generating 

units with a high operating factor (subject to Transmission Provider’s concurrence) with  the 

ability to automatically remain operating at reduced levels when disconnected from the grid, an 

opportunity cost will be provided to compensate the unit for lost revenues during testing.   

 

14. All Black Start Units must have a successful annual test on record with the Transmission 

Provider within the preceding 13 months.  A Black Start Unit receiving revenues under Section 5 

or Section 6 above that does not have a successful annual test on record with the Transmission 

Provider within the preceding 13 months will not qualify to receive Black Start Service revenues. 

 

15. If a Black Start Unit fails the annual test, the unit may be re-tested within a ten-day 

period without financial penalty.  If the Black Start Unit does not successfully re-test within that 

ten-day period, monthly Black Start Service revenues under this Schedule 6A will be forfeited by 

that unit from the time of the first unsuccessful test until such time as the unit passes an annual 

test.  If the Black Start Unit owner does not make the necessary repairs to enable the Black Start 

Unit to pass the annual test within 90 days of the due date for the annual test pursuant to section 

14 above, the Black Start Unit will immediately cease to qualify as a Black Start Unit and, if 

applicable, will have failed to fulfill its commitment pursuant to section 5 or section 6 above, 

whichever is applicable, of this Schedule 6A and will be subject to the additional forfeiture of 

revenues set forth in section 6B of this Schedule 6A.  The 90 day period may be extended up to 1 

year by the Transmission Provider in accordance with the PJM Manuals. If the 90 day period is 

extended, the Black Start Unit owner will continue to forfeit all revenues starting in the month of 

the first failed test until the Black Start Unit has demonstrated to the Transmission Provider that 

a successful test has been completed.   

 



 

Page 6 

Revenue Requirements 

 

16. A Black Start Unit Owner’s annual Black Start Service revenue requirement shall be the 

sum of the annual Black Start Service revenue requirements for each generator that is designated 

as providing Black Start Service and has provided the Transmission Provider with a calculation 

of its annual Black Start Service revenue requirements. A separate line item shall appear on the 

participants’ Transmission Provider bill for Black Start Service charges and credits. 

 

17.  Black Start Service revenue requirements for each Black Start Unit shall be based, at the 

election of the owner, on either (i) a FERC-approved rate for the recovery of the cost of 

providing such service for the entire duration of the commitment term set forth in either section 5 

or 6 of this Schedule 6A, as applicable, or (ii) the formula rates set forth in section 18 of this 

Schedule 6A for the commitment term set forth in section 5 or 6 of this Schedule 6A as 

applicable.  Each generator’s Black Start Service revenue requirements shall be an annual 

calculation.   

 

17A. Annual Review for all Black Start Units 

 

Requests for Black Start Service revenue requirements and for changes to the Black Start Service 

revenue requirements must be submitted to the Market Monitoring Unit for review and analysis, 

with supporting data and documentation, pursuant to Tariff, Attachment M–Appendix, section III 

and the PJM Manuals, with a copy to the Office of the Interconnection, by no later than May 3 of 

each year. The Market Monitoring Unit and the Black Start Unit owner shall attempt to come to 

agreement on the level of each component included in the Black Start Service revenue 

requirements by no later than May 14 of each year.  By no later than May 21 of each year, the 

Black Start Unit owner shall notify the Office of the Interconnection and the Market Monitoring 

Unit in writing whether it agrees or disagrees with the Market Monitoring Unit’s determination 

of the level of each component included in the Black Start Service revenue requirements.  The 

Black Start Unit owner may also submit Black Start Service revenue requirements that it chooses 

to the Office of the Interconnection by no later than May 21 of each year, provided that (i) it has 

participated in good faith with the process described in this section and in Tariff, Attachment M-

Appendix, section III (ii) the Black Start Service revenue requirements are no higher than the 

level defined in any agreement reached by the Black Start Unit owner and the Market 

Monitoring Unit that resulted from the foregoing process, and (iii) the Black Start Service 

revenue requirements are accepted by the Office of the Interconnection subject to the criteria set 

forth in the Tariff and PJM Manuals. 

 

The Office of the Interconnection shall determine whether to accept the values submitted by the 

Black Start Unit owner subject to the requirements of the Tariff and the PJM Manuals by no later 

than May 27. If the Office of the Interconnection does not accept the values submitted by the 

Black Start Unit owner in such case, the Black Start Unit owner may file its proposed values 

with the Commission for approval.  Pursuant to Tariff, Attachment M-Appendix, section III, if 

the Office of the Interconnection accepts the Black Start Service revenue requirements submitted 

by the Black Start Unit owner in such case, the Market Monitoring Unit may petition the 

Commission for an order that would require the Black Start Unit owner to utilize the values 

determined by the Market Monitoring Unit or the Office of the Interconnection or such other 
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values as determined by the Commission.  The annual calculation of Black Start Service revenue 

requirements shall become effective on June 1 of each year, except that no change to a Black 

Start Service revenue requirement shall become effective until the existing revenue requirement 

has been effective for at least twelve months.  Notwithstanding the foregoing, the deadlines set 

forth in this section 17 shall not apply to a Black Start Unit owner’s election to select a new 

method of recovery for its Fixed BSSC. 

 

17B. Initial Review for New Black Start Units 

 

Requests for new Black Start Service revenue requirements must be submitted to the Market 

Monitoring Unit for review and analysis, with supporting data and documentation, pursuant to 

Tariff, Attachment M–Appendix, section III and the PJM Manuals, with a copy to the Office of 

the Interconnection, by no later than 90 days after entering Black Start Service. The Market 

Monitoring Unit and the Black Start Unit owner shall attempt to come to agreement on the level 

of each component included in the Black Start Service revenue requirements by no later than 90 

days after the Black Start Unit owner’s submittal of final black start capital costs (if applicable), 

variable black start costs, and fuel storage cost documentation. By no later than 90 days of the 

Black Start Unit owner’s submittal of final black start cost documentation, the Market 

Monitoring Unit shall calculate the new Black Start Unit’s annual revenue requirement and 

submit it to the Office of the Interconnection and the Black Start Unit owner. If more than three 

Black Start Unit owners submit documentation within a 90-day period, the Market Monitoring 

Unit shall complete the review of the first three submittals within 90 days and the next set of 

three within the following three months and so on until all are complete. The Black Start Unit 

owner shall notify the Office of the Interconnection and the Market Monitoring Unit in writing if 

it disagrees with the Market Monitoring Unit’s determination of the level of any component 

included in the Black Start Service revenue requirements within 7 days after the Market 

Monitoring Unit’s submittal of the annual revenue requirement to the Office of the 

Interconnection. The Black Start Unit owner shall also submit Black Start Service revenue 

requirements that it proposes to the Office of the Interconnection provided that (i) it has 

participated in good faith with the process described in this section and in Tariff, Attachment M-

Appendix, section III; (ii) the Black Start Service revenue requirements are no higher than the 

level defined in any agreement reached by the Black Start Unit owner and the Market 

Monitoring Unit that resulted from the foregoing process; and (iii) the Black Start Service 

revenue requirements are accepted by the Office of the Interconnection subject to the criteria set 

forth in the Tariff and PJM Manuals. 

 

The Office of the Interconnection shall determine whether to accept the values submitted by the 

Black Start Unit owner subject to the requirements of the Tariff and the PJM Manuals by no later 

than 30 days after its receipt of the Black Start Unit owner’s written notice of a disagreement. If 

the Office of the Interconnection does not accept the values submitted by the Black Start Unit 

owner in such case, the Black Start Unit owner may file its proposed values with the 

Commission for approval. Pursuant to Tariff, Attachment M–Appendix, section III, if the Office 

of the Interconnection accepts the Black Start Service revenue requirements submitted by the 

Black Start Unit owner in such case, the Market Monitoring Unit may petition the Commission 

for an order that would require the Black Start Unit owner to utilize the values determined by the 

Market Monitoring Unit or the Office of the Interconnection or such other values as determined 
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by the Commission. The annual calculation of Black Start Service revenue requirements shall 

become effective the day the unit enters Black Start Service.  

 

18. The formula for calculating a generator’s annual Black Start Service revenue requirement 

is: 

 

{(Fixed BSSC) + (Variable BSSC) + (Training 

Costs) + (Fuel Storage Costs)} * (1 + Z) 

 

For units that have the demonstrated ability to operate at reduced levels when 

automatically disconnected from the grid, the formula is revised to: 

 

(Training Costs) * (1+ Z) 

  

Where: 

 

Fixed BSSC 

 

Black Start Units with a commitment established under section 5 of this Schedule 6A 

shall calculate Fixed BSSC or “Fixed Black Start Service Costs” in accordance with the 

following Base Formula Rate: 

 

 Base Formula Rate: 

 

  Net CONE *  Black Start Unit Capacity * X 

 

 Where:  

 

“Net CONE” is the then current installed capacity (“ICAP”) net Cost of New 

Entry (expressed in $/MW year) for the CONE Area where the Black Start Unit is 

located. 

 

“Black Start Unit Capacity” is either: (i) the Black Start Unit’s installed capacity, 

expressed in MW, for those Black Start Units that are Generation Capacity 

Resources; or (ii) the awarded MWs in the Transmission Provider’s request for 

proposal process under the PJM Manuals, for those Black Start Units that are 

Energy Resources. 

 

“X” is the Black Start Service allocation factor unless a higher or lower value is 

supported by the documentation of the actual costs of providing Black Start 

Service.  For such units qualifying as Black Start Units on the basis of 

demonstrated ability to operate at reduced levels when automatically disconnected 

from the grid, X shall be zero.  For Black Start Units with a commitment 

established under section 5 of this Schedule 6A, X shall be .01 for Hydro units, 

.02 for CT units. 
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Black Start Units with a commitment established under section 6 above shall calculate 

Fixed BSSC or “Fixed Black Start Service Costs” in accordance with one of the 

following formulas, as applicable: 

 

Capital Cost Recovery Rate – NERC-CIP Specific Recovery 

 

 (Net Cone * Black Start NERC-CIP Unit Capacity * X) + (Incremental Black 

Start NERC-CIP Capital Costs * CRF) 

 

Where: 

 

“Net Cone” is the then current installed capacity (“ICAP”) net Cost of New Entry 

(expressed in $/MW year) for the CONE are where the Black Start Unit is 

located. 

 

“Black Start NERC-CIP Unit Capacity” is the Black Start Unit’s installed 

capacity, expressed in MW, but, for purposes of this calculation, capped at 100 

MW for Hydro units, or 50 MW for CT units. 

 

“Incremental Black Start NERC-CIP Capital Cost” are those capital costs 

documented by the owner or accepted by the Commission for the incremental 

equipment solely necessary to enable a Black Start Unit to maintain compliance 

with mandatory Critical Infrastructure Protection Reliability Standards (as 

approved by the Commission and administered by the applicable Electric 

Reliability Organization). 

 

“CRF” or “Capital Recovery Factor” is equal to the levelized CRF as set forth in 

the applicable CRF table posted on the PJM website in accordance with Tariff, 

Schedule 6A, section 18 and Manual 15. 

 

A Black Start Unit may elect to terminate forward cost recovery under this Capital Cost 

Recovery Rate – NERC-CIP Specific Recovery at any time and seek cost recovery under 

the Capital Cost Recovery Rate, pursuant to the terms and conditions set forth below. 

 

Capital Cost Recovery Rate 
 

(FERC-approved rate) + (Incremental Black Start Capital Costs * CRF) 

 

 Where: 

 

“FERC-approved rate” is the Black Start Unit’s current FERC-approved recovery of 

costs to provide Black Start Service, if applicable.  To the extent that a Black Start Unit 

owner is currently recovering black start costs pursuant to a FERC-approved rate, that 

cost recovery will be included as a formulaic component for calculating the Black Start 

Unit’s annual revenue requirement pursuant to this section 18.  However, under no 
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circumstances will PJM or the Black Start Unit owner restructure or modify that existing 

FERC-approved rate without FERC approval. 

 

“Incremental Black Start Capital Costs” are the new or additional capital costs 

documented by the owner or accepted by the Commission for the incremental equipment 

solely necessary to enable a unit to provide Black Start Service in addition to whatever 

other product or services such unit may provide.  Such costs shall include those incurred 

by a Black Start Unit owner in order to meet NERC Reliability Standards that apply to 

Black Start Units solely on the basis of the provision of Black Start Service by such unit.  

However, Incremental Black Start Capital Costs shall not include any capital costs that 

the Black Start Unit owner is recovering for that unit pursuant to a FERC-approved 

recovery rate. 

 

The Capital Recovery Factor (“CRF”) is equal to the Levelized CRF based on the age of 

the Black Start Unit, which is modified to provide Black Start Service. 

 

The CRF applicable to Black Start Capital Costs of Black Start Units selected for Black 

Start Service prior to June 6, 2021, shall continue to be determined in accordance with 

the following table: 

 

Age of 

Black Start 

Unit 

Term of Black Start 

Commitment 

 

Levelized CRF 

1 to 5 20 0.125 

6 to 10 15 0.146 

11 to 15 10 0.198 

16+ 5 0.363 

 

The CRF applicable to Black Start Capital Costs of Black Start Units selected for Black 

Start Service after June 6, 2021, shall be calculated on April 1 and posted on the PJM 

website by April 30 each year as detailed in Manual 15.  The CRF values shall be 

calculated based on an assumed 100MW combustion turbine with a $1 million capital 

investment for a recovery period based on the age of the Black Start Unit.  The CRF shall 

consist of the following  components:  (i) capital structure and cost of capital; (ii) federal 

income tax  and depreciation rates as utilized by the U.S. Internal Revenue Service; (iii) 

average state tax rate, and (iv) debt interest rates, all as determined in accordance with 

Manual 15.  The CRF shall be updated annually in accordance with the procedures in 

Manual 15 for (i) federal income tax rates as utilized by the U.S. Internal Revenue 

Service in effect at the time of the annual CRF update; (ii) average state tax rate; and (iii) 

debt interest rates.   

 

The CRF capital structure and cost of capital include the following rate components: 

 

- A capital structure debt/equity ratio of 50 percent debt and 50 percent equity; and 

- An after-tax internal rate of return on equity of 12 percent. 
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The CRF applicable to Black Start Units selected for Black Start Service after June 6, 

2021, shall be determined in accordance with this section and Manual 15 and as stated in 

the CRF table posted on the PJM website.  The applicable Black Start Unit revenue 

requirements shall be based on the CRF in effect at the time of the Black Start Unit’s in-

service date and updated annually on April 1 in accordance with Manual 15.  Each Black 

Start Unit’s revenue requirement will be updated annually on May 1 using the applicable 

CRF table posted the PJM website as of April 1 of the current year and shall be effective 

June 1 of the current year.   

 

 In those circumstances where a Black Start Unit owner has elected to recover Incremental 

Black Start Capital Costs, in addition to a FERC-approved recovery rate, its applicable term of 

commitment shall be the greater of:  (i) the FERC-approved recovery period, or; (ii) the 

applicable term of commitment as set forth in the CRF table posted on the PJM website. 

  

 After a Black Start Unit has recovered its allowable Incremental Black Start Capital 

Costs or Incremental Black Start NERC-CIP Capital Costs, as provided by the applicable Capital 

Cost Recovery Rate, and has satisfied its applicable commitment period required under section 6 

of this Schedule 6A, the Black Start Unit shall be committed to providing black start in 

accordance with section 5 of this Schedule 6A and calculate its Fixed BSSC in accordance with 

the Base Formula Rate. 

 

Variable BSSC  

 

All Black Start Units shall calculate Variable BSSC or “Variable Black Start Service 

Costs” in accordance with the following formula: 

  

  Black Start Unit O&M * Y 

Where: 

 

“Black Start Unit O&M” are the operations and maintenance costs attributable to 

supporting Black Start Service and must equal the annual variable O&M outlined in the 

PJM Cost Development Guidelines set forth in the PJM Manuals. Such costs shall 

include those incurred by a Black Start Owner in order to meet NERC Reliability 

Standards that apply to the Black Start Unit solely on the basis of the provision of Black 

Start Service by unit. 

 

“Y” is 0.01, unless a higher or lower value is supported by the documentation of costs.  If 

a value of Y is submitted for this cost, a (1-Y) factor must be applied to the Black Start 

Unit’s O&M costs on the unit’s cost-based energy schedule, calculated based on the Cost 

Development Guidelines in the PJM Manuals. 

 

For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 

at reduced levels when automatically disconnected from the grid, there are no variable 

costs associated with providing Black Start Service and the value for Variable BSSC 

shall be zero. 
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Black Start Units with the demonstrated ability to automatically remain operating, at 

reduced levels, when disconnected from the grid may receive NERC compliance costs 

associated with providing Black Start Service in addition to the formula above, if 

approved in accordance with the procedures in section 17 of this Schedule 6A. 

 

Training Costs:  

 

All Black Start Units shall calculate Training Costs in accordance with the following 

formula: 

 

50 staff hours/year/plant*75/hour 

 

Fuel Storage Costs: 

 

Black Start Units that store liquefied natural gas, propane, or oil on site shall calculate 

Fuel Storage Costs in accordance with the following formula:  

 

{MTSL + [(# Run Hours) * (Fuel Burn Rate)]} * 

(12 Month Forward Strip + Basis) * (Bond Rate)  

 

Where: 

 

Run Hours are the actual number of hours a Transmission Provider requires a 

Black Start Unit to run.  Run Hours shall be at least 16 hours or as defined by the 

Transmission Owner restoration plan, whichever is less. 

 

“Fuel Burn Rate” is actual fuel burn rate for the Black Start Unit. 

 

“12-Month Forward Strip” is the average of forward prices for the fuel burned in 

the Black Start Unit traded the first Business Day on or following April 1. 

 

“Basis” is the transportation costs from the location referenced in the forward 

price data to the Black Start Unit plus any variable taxes. 

 

“Bond rate” is the value determined with reference to the Moody's Utility Index 

for bonds rated Baa1 reported the first Business Day on or following April 1. 

 

“MTSL” is the “minimum tank suction level” and shall apply to oil fired Black 

Start Units’ storage tanks that have an unusable volume of oil.  In the case where 

a Black Start Unit shares a common fuel tank, the Black Start Unit will be eligible 

for recovery of the Black Start/Energy Tank Ratio of the MTSL in its fuel storage 

calculation. 

 

Black Start Energy Tank Ratio = {(Fuel Burn Rate * Minimum Run Hours) / 

(Tank Capacity – MTSL)} 
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The MTSL fuel storage calculation shall be as follows: 

{(Black Start Energy Take Ratio * MTSL) + [(#Run Hours) * (Fuel Burn Rate)]} 

* (12 Month Forward Strip+ Basis) * (Bond Rate)   

 

For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 

at reduced levels when automatically disconnected from the grid, there are no associated 

fuel storage costs and the value for FSC shall be zero. 

 

Z  

Z shall be an incentive factor solely for Black Start Units with a commitment established 

under section 5 above and shall be ten percent.  For those Black Start Units that elect to 

recover new or additional Black Start Capital Costs under section 6 above, the incentive 

factor, Z, shall be equal to zero. 

 

Every five years, PJM shall review the formula and its costs components set forth in this 

section 18, and report on the results of that review to stakeholders.  

 

19. Transmission Provider or its agent shall have the right to independently audit the 

accounts and records of each Black Start Unit that is receiving payments for providing Black 

Start Service.  

 

20. PJM shall notify its Members when a Black Start Unit seeks to recover new or additional 

Black Start NERC-CIP Capital Costs under section 18 of this Schedule 6A no later than thirty 

(30) days prior to the effective date of the recovery.  At the written request of a PJM Member, 

made simultaneously to the Market Monitoring Unit and PJM, with notice to the Black Start Unit 

owner, the Market Monitoring Unit shall make available to the affected PJM Member for 

inspection at the offices of the Market Monitoring Unit, all data supporting the requested new or 

additional NERC-CIP specific Capital Costs.  The Black Start Unit owner may elect to attend 

this review.  In all cases, the supporting data is to be held confidential and may not be 

distributed. 

 

21. The Market Monitoring Unit shall include a Black Start Service summary in its annual 

State of the Market report which will set forth a descriptive summary of the new or additional 

Black Start NERC-CIP Capital Costs requested by Black Start Units, and include a list of the 

types of capital costs requested and the overall cost of such capital improvements on an 

aggregate basis such that no data is attributable to an individual Black Start Unit. 

 

Credits 

 

22. For existing Black Start Units, monthly credits are provided to Black Start Unit owners 

that submit to the Transmission Provider their annual revenue requirements established pursuant 

to section 17A of this Schedule 6A.  The generator’s monthly credit is equal to 1/12 of its annual 

Black Start Service revenue requirement for eligible critical Black Start Units.  For new Black 

Start Unit owners, monthly credits will be held by the Office of the Interconnection in a non-

interest bearing account until the Office of the Interconnection, or the Commission as applicable, 

accepts the owner’s annual revenue requirement pursuant to section 17B of this Schedule 6A. 
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New Black Start Unit owners will begin to receive monthly credits, including any monthly 

credits held by the Office of the Interconnection back to the date the unit enters Black Start 

Service and any required estimated annual revenue requirement true up after the Office of the 

Interconnection, or the Commission as applicable, accepts the new Black Start Unit owner’s 

annual revenue requirement.  

 

23. Revenue requirements for jointly owned Black Start Units will be allocated to the owners 

based on ownership percentage. 

 

24. Transmission Provider shall not compensate generators for Black Start Service unless 

they meet the Transmission Provider criteria for Black Start Service and the criteria for Black 

Start Service in the Applicable Standards and provide Transmission Provider with all necessary 

data in accordance with this Schedule 6A and the PJM manuals. 

 

Charges 

 

25. Zonal rates will be based on Black Start Service capability or share of generation units 

designated by the Transmission Provider and allocated to network service customers and point-

to-point reservations.  Zonal rates will include estimated annual revenue requirements for new 

Black Start Units from the date the units enter Black Start Service to last day of the month 

preceding the Office of the Interconnection’s acceptance of the unit’s annual revenue 

requirement. The estimated annual revenue requirement will be based on the Black Start Unit 

owner’s best estimate at the time the unit enters Black Start Service. Any estimated annual 

revenue requirement true up will be included in the monthly bill after the Office of the 

Interconnection accepts the new Black Start unit’s annual revenue requirement. 

 

26. Revenue requirements for Black Start Units designated by the Transmission Provider as 

critical (regardless of zonal location) will be allocated to the receiving Transmission Owner’s 

zone.  Black Start Units that are shared and designated to serve multiple zones will have their 

annual revenues allocated by Transmission Owner designated critical load percentage. 

 

27. Purchasers of Black Start Service shall be charged for such service in accordance with the 

following formulae. 

 

Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-

Point Transmission Service to serve Non-Zone Load = Allocation Factor * Total Generation 

Owner Monthly Black Start Service Revenue Requirement 

 

Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-

Point Transmission Service to serve Zone Load = Allocation Factor * Zonal Generation Owner 

Monthly Black Start Service Revenue Requirement * Adjustment Factor 

 

Where: 
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Purchaser serving Non-Zone Load is a Network Customer serving Non-Zone Network 

Load or a Transmission Customer where the Point of Delivery is at the boundary of the 

PJM Region. 

 

Zonal Generation Owner Monthly Black Start Service Revenue Requirement is the sum 

of the monthly share of Black Start Service revenue requirements for each generator 

nominated by the Transmission Owners in that zone. 

 

Total Generation Owner Monthly Black Start Service Revenue Requirement is the sum of 

the Zonal Generation Owner Monthly Black Start Service Revenue Requirements for all 

Zones in the PJM Region. 

 

Allocation Factor is the monthly transmission use of each Network Customer or 

Transmission Customer per Zone or Non-Zone, as applicable, on a megawatt basis 

divided by the total transmission use in the Zone or in the PJM Region, as applicable, on 

a megawatt basis. 

 

For Network Customers, monthly transmission use on a megawatt basis is the sum of a 

Network Customer’s daily values of DCPZ or DCPNZ (as those terms are defined in 

Tariff, Part I, section 34.1) as applicable, for all days of the month.   

 

For Transmission Customers, monthly transmission use on a megawatt basis is the sum of 

the Transmission Customer’s hourly amounts of Reserved Capacity for each day of the 

month (not curtailed by PJM) divided by the number of hours in the day. 

 

Adjustment Factor is determined as the sum of the total monthly transmission use in the 

PJM Region on a megawatt basis, exclusive of such use by Network Customers and 

Transmission Customers serving Non-Zone Load, divided by the total monthly 

transmission use in the PJM Region on a megawatt basis. 

 

In the event that a single customer is serving load in more than one Zone, or serving Non-Zone 

Load as well as load in one or more Zones, or is both a Network Customer and a Transmission 

Customer, the Monthly Charge for such a customer shall be the sum of the Monthly Charges 

determined by applying the appropriate formulae set forth in this Schedule 6A.  
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1.10 Scheduling.   

 

1.10.1 General. 

 

  (a) The Office of the Interconnection shall administer scheduling processes to 

implement a Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be 

the Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market 

and the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party 

to bilateral transactions between Market Participants or with respect to a Generating Market 

Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 

Buyer’s Equivalent Load. 

 

  (b) The Day-ahead Energy Market shall enable Market Participants to purchase and 

sell energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 

Transmission Customers to reserve transmission service with Transmission Congestion Charges 

and Transmission Loss Charges based on locational differences in Day-ahead Prices.    Up-to 

Congestion Transactions submitted in the Day-ahead Energy Market shall not require 

transmission service and Transmission Customers shall not reserve transmission service for such Up-

to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 

Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 

obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 

Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 

 

(c) (i) In the Real-time Energy Market, Market Participants that deviate from the 

amounts of energy purchases or sales scheduled in the Day-ahead Energy Market shall be 

obligated to purchase or sell energy for the amount of the deviations at the applicable 

Real-time Prices or price differences, unless otherwise specified by this Schedule. 

 

(ii) In the Real-time Energy Market, Transmission Customers that deviate 

from the transmission uses, scheduled in the Day-ahead Energy Market shall be 

obligated to pay Transmission Congestion Charges and Transmission Loss Charges for 

the amount of the deviations at the applicable Real-time Prices or price differences, 

unless otherwise specified by this Schedule. 

 

(iii) Market Participants that deviate in real-time from the amounts of 

Secondary Reserve, Non-Synchronized Reserve, or Synchronized Reserve sales, 

scheduled day-ahead shall be obligated to purchase Secondary Reserve, Non-

Synchronized Reserve, or Synchronized Reserve for the amount of the deviations at the 

applicable Real-time Prices or price differences, unless otherwise specified by this 

Schedule. 

 

  (d) The following scheduling procedures and principles shall govern the commitment 

of resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 

extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 

the day-ahead and hourly scheduling process, through which the Office of the Interconnection 

determines the Day-ahead Energy Market and determines, based on changing forecasts of 
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conditions and actions by Market Participants and system constraints, a plan to serve the hourly 

energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 

External Market Buyers in the least costly manner, subject to maintaining the reliability of the 

PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 

subject to the procedures of Tariff, Attachment K-Appendix, section 1.13.  Scheduling shall be 

conducted as specified in section 1.10.1A below, subject to the following condition.  If the 

Office of the Interconnection’s forecast for the next seven days projects a likelihood of 

Emergency conditions, the Office of the Interconnection may commit, for all or part of such 

seven day period, to the use of generation resources with notification or start-up times greater 

than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 

the Market Sellers’ offers for such units for such periods and the specifications in the PJM 

Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 

an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 

hours of operation for the duration of any portion of such commitment that exceeds the 

maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 

Weather Alerts, consistent with Tariff, Attachment K-Appendix, section 3.2.3 and Tariff, 

Attachment K-Appendix, section 6.6. 

 

1.10.1A Day-ahead and Real-time Energy Market Scheduling.   

 

The following actions shall occur not later than 11:00 a.m. on the day before the Operating Day 

for which transactions are being scheduled, or such other deadline as may be specified by the 

Office of the Interconnection in order to comply with the practical requirements and the 

economic and efficiency objectives of the scheduling process specified in this Schedule. 

 

  (a) Each Market Participant may submit to the Office of the Interconnection 

specifications of the amount and location of its customer loads and/or energy purchases to be 

included in the Day-ahead Energy Market for each hour of the next Operating Day, such 

specifications to comply with the requirements set forth in the PJM Manuals.  Each Market 

Buyer shall inform the Office of the Interconnection of the prices, if any, at which it desires not 

to include its load in the Day-ahead Energy Market rather than pay the Day-ahead Price.  PRD 

Providers that have committed Price Responsive Demand in accordance with the Reliability 

Assurance Agreement shall submit to the Office of the Interconnection, in accordance with 

procedures specified in the PJM Manuals, any desired updates to their previously submitted PRD 

Curves, provided that such updates are consistent with their Price Responsive Demand 

commitments, and provided further that PRD Providers that are not Load Serving Entities for the 

Price Responsive Demand at issue may only submit PRD Curves for the Real-time Energy 

Market.  Price Responsive Demand that has been committed in accordance with the Reliability 

Assurance Agreement shall be presumed available for the next Operating Day in accordance 

with the most recently submitted PRD Curve unless the PRD Curve is updated to indicate 

otherwise.  PRD Providers may also submit PRD Curves for any Price Responsive Demand that 

is not committed in accordance with the Reliability Assurance Agreement; provided that PRD 

Providers that are not Load Serving Entities for the Price Responsive Demand at issue may only 

submit PRD Curves for the Real-time Energy Market.  All PRD Curves shall be on a PRD 

Substation basis, and shall specify the maximum time period required to implement load 

reductions.   
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  (b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  

(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 

Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such self-

scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 

intent not to reduce output. 

 

  (c) All Market Participants shall submit to the Office of the Interconnection 

schedules for any energy exports, energy imports, and wheel through transactions involving use 

of generation or Transmission Facilities as specified below, and shall inform the Office of the 

Interconnection if the transaction is to be scheduled in the Day-ahead Energy Market.  Any 

Market Participant that elects to schedule an export, import or wheel through transaction in the 

Day-ahead Energy Market may specify the price (such price not to exceed $2,000/MWh), if any, 

at which the export, import or wheel through transaction will be wholly or partially curtailed.  

The foregoing price specification shall apply to the applicable interface pricing point.  Any 

Market Participant that elects not to schedule its export, import or wheel through transaction in 

the Day-ahead Energy Market shall inform the Office of the Interconnection if the parties to the 

transaction are not willing to incur Transmission Congestion and Loss Charges in the Real-time 

Energy Market in order to complete any such scheduled transaction.  Such transactions in the 

Real-time Energy Market, other than Coordinated Transaction Schedules and emergency energy 

sales and purchases, may specify a price up to $2,000/MWh.  Scheduling of such transactions 

shall be conducted in accordance with the specifications in the PJM Manuals and the following 

requirements: 

 

i) Market Participants shall submit schedules for all energy purchases for 

delivery within the PJM Region, whether from resources inside or outside the PJM 

Region; 

 

ii) Market Participants shall submit schedules for exports for delivery outside 

the PJM Region from resources within the PJM Region that are not Dynamic Transfers  

to such entities pursuant to Tariff, Attachment K-Appendix, section 1.12; and 

 

iii) In addition to the foregoing schedules for exports, imports and wheel 

through transactions, Market Participants shall submit confirmations of each scheduled 

transaction from each other party to the transaction in addition to the party submitting the 

schedule, or the adjacent Control Area. 

 

(c-1) A Market Participant may elect to submit in the Day-ahead Energy Market a form 

of Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the 

same megawatt quantity of energy at a sink where such transaction specifies the maximum 

difference between the Locational Marginal Prices at the source and sink.  The Office of 

Interconnection will schedule these transactions only to the extent this difference in Locational 

Marginal Prices is within the maximum amount specified by the Market Participant.  A Virtual 

Transaction of this type is referred to as an “Up-to Congestion Transaction.”  Such Up-to 

Congestion Transactions may be wholly or partially scheduled depending on the price difference 

between the source and sink locations in the Day-ahead Energy Market.  The maximum 
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difference between the source and sink prices that a participant may specify shall be limited to 

+/- $50/MWh.  The foregoing price specification shall apply to the price difference between the 

specified source and sink in the day-ahead scheduling process only.  An accepted Up-to 

Congestion Transaction results in scheduled injection at a specified source and scheduled 

withdrawal of the same megawatt quantity at a specified sink in the Day-ahead Energy Market.   

 

(c–2) A Market Participant may elect to submit an Increment Offer and/or Decrement 

Bid form of Virtual Transaction in the Day-ahead Energy Market and shall specify the price for 

such transaction which shall be limited to $2,000/megawatt-hour. 

 

(c-3)  Up-to Congestion Transactions may only be submitted  at hubs, Residual Metered 

Load and interfaces not described in Tariff, Attachment K-Appendix, section 2.6A(b). 

Increment Offers and Decrement Bids may be only submitted at hubs, nodes at which physical 

generation or load is settled, Residual Metered Load and interfaces not described in Tariff, 

Attachment K-Appendix, section 2.6A(b). 

  

  (d) Market Sellers in the Day-ahead Energy Market shall submit offers for the supply 

of energy, demand reductions, or other services for the following Operating Day for each clock 

hour for which the Market Seller desires or is required to make its resource available to the 

Office of the Interconnection.  Offers for the supply of energy may be cost-based, market-based, 

or both, and may vary hourly.  Offers shall be submitted to the Office of the Interconnection in 

the form specified by the Office of the Interconnection and shall contain the information 

specified in the Office of the Interconnection’s Offer Data specification, this section 1.10.1A(d), 

section 1.10.9B below, Operating Agreement, Schedule 2, and the PJM Manuals, as applicable.  

Market Sellers owning or controlling the output of a Generation Capacity Resource that was 

committed in an FRR Capacity Plan, self-supplied, offered and cleared in a Base Residual 

Auction or Incremental Auction, or designated as replacement capacity, as specified in 

Attachment DD of the PJM Tariff, and that has not been rendered unavailable by a Generator 

Planned Outage, a Generator Maintenance Outage, or a Generator Forced Outage shall submit 

offers for the available capacity of such Generation Capacity Resource, including any portion 

that is self-scheduled by the Generating Market Buyer.  Such offers shall be based on the ICAP 

equivalent of the Market Seller’s cleared UCAP capacity commitment, provided, however, 

where the underlying resource is a Capacity Storage Resource or an Intermittent Resource, the 

Market Seller shall satisfy the must offer requirement by either self-scheduling or offering the 

unit as a dispatchable resource, in accordance with the PJM Manuals, where the hourly day-

ahead self-scheduled values for such Capacity Storage Resources and Intermittent Resources 

may vary hour to hour from the capacity commitment.  Any offer not designated as a Maximum 

Emergency offer shall be considered available for scheduling and dispatch under both 

Emergency and non-Emergency conditions.  Offers may only be designated as Maximum 

Emergency offers to the extent that the Generation Capacity Resource falls into at least one of 

the following categories: 

 

i)  Environmental limits.  If the resource has a limit on its run hours imposed by a 

federal, state, or other governmental agency that will significantly limit its availability, on 

either a temporary or long-term basis.  This includes a resource that is limited to 

operating only during declared PJM capacity emergencies by a governmental authority. 
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ii)  Fuel limits.  If physical events beyond the control of the resource owner result 

in the temporary interruption of fuel supply and there is limited on-site fuel storage.  A 

fuel supplier’s exercise of a contractual right to interrupt supply or delivery under an 

interruptible service agreement shall not qualify as an event beyond the control of the 

resource owner. 

 

iii)  Temporary emergency conditions at the unit.  If temporary emergency 

physical conditions at the resource significantly limit its availability. 

 

iv)  Temporary megawatt additions.  If a resource can provide additional 

megawatts on a temporary basis by oil topping, boiler over-pressure, or similar 

techniques, and such megawatts are not ordinarily otherwise available. 

 

The submission of offers for resource increments that have not cleared in a Base Residual 

Auction or an Incremental Auction, were not committed in an FRR Capacity Plan, and were not 

designated as replacement capacity under Attachment DD of the PJM Tariff shall be optional, 

but any such offers must contain the information specified in the Office of the Interconnection’s 

Offer Data specification, Operating Agreement, Schedule 1, sections 1.10.1A(d) and 1.10.9B, 

Operating Agreement, Schedule 2 , and the PJM Manuals, as applicable.  Energy offered from 

generation resources that have not cleared a Base Residual Auction or an Incremental Auction, 

were not committed in an FRR Capacity Plan, and were not designated as replacement capacity 

under Attachment DD of the PJM Tariff shall not be supplied from resources that are included in 

or otherwise committed to supply the Operating Reserves of a Control Area outside the PJM 

Region.   

 

The foregoing offers:  

 

i) Shall specify the Generation Capacity Resource or Economic Load 

Response Participant resource and energy or demand reduction amount, respectively, for 

each clock hour in the offer period;  

 

ii) Shall specify the amounts and prices for each clock hour during the entire 

Operating Day for each resource component offered by the Market Seller to the Office of 

the Interconnection; 

 

iii) May specify for generation resources offer parameters for each clock hour 

during the entire Operating Day, as applicable and in accordance with section 1.10.9B 

below, including: (1) Minimum Run Time; (2) maximum run time; (3) Start-up Costs; (4) 

No-load Costs; (5) Incremental Energy Offer; (6) notification time; (7) availability; (8) 

ramp rate; (9) Economic Minimum; (10) Economic Maximum; (11) emergency minimum 

MW; (12) emergency maximum MW; (13) Synchronized Reserve maximum MW; (14) 

Secondary Reserve maximum MW; and (15) condense to generation time constraints, and 

may specify offer parameters for Economic Load Response Participant resources for 

each clock hour during the entire Operating Day, as applicable and in accordance with 

section 1.10.9B below, including: (1) minimum down time; (2) shutdown costs; (3) 
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Incremental Energy Offer; (4) notification time; (5) Economic Minimum; and (6) 

Economic Maximum; 

 

iv) Shall set forth any special conditions upon which the Market Seller 

proposes to supply a resource increment, including any curtailment rate specified in a 

bilateral contract for the output of the resource, or any cancellation fees; 

 

v) May include a schedule of offers for prices and operating data contingent 

on acceptance by the deadline specified in this Schedule, with additional schedules 

applicable if accepted after the foregoing deadline; 

 

vi) Shall constitute an offer to submit the resource increment to the Office of 

the Interconnection for scheduling and dispatch in accordance with the terms of the offer 

for the clock hour, which offer shall remain open through the Operating Day, for which 

the offer is submitted, unless the Market Seller a) submits a Real-time Offer for the 

applicable clock hour, or b) updates the availability of its offer for that hour, as further 

described in the PJM Manuals; 

 

vii) Shall be final as to the price or prices at which the Market Seller proposes 

to supply energy or other services to the PJM Interchange Energy Market, such price or 

prices being guaranteed by the Market Seller for the period extending through the end of 

the following Operating Day, unless modified after the close of the Day-ahead Energy 

Market as permitted pursuant to sections 1.10.9A or 1.10.9B below;  

 

viii) Shall not exceed an energy offer price of $1,000/megawatt-hour for all 

generation resources, except (1) when a Market Seller’s cost-based offer is above 

$1,000/megawatt-hour and less than or equal to $2,000/megawatt-hour, then its market-

based offer must be less than or equal to the cost-based offer; and (2) when a Market 

Seller’s cost-based offer is greater than $2,000/megawatt-hour, then its market-based 

offer must be less than or equal to $2,000/megawatt-hour; and 

 

ix) Shall not exceed a demand reduction offer price of $1,000/megawatt-hour, 

except when an Economic Load Response Participant submits a cost-based offer that 

includes an incremental cost component that is above $1,000/megawatt-hour, then its 

market-based offer must be less than or equal to the cost-based offer but in no event 

greater than $2,000/megawatt-hour; and 

 

x) Shall not exceed an offer price as follows for Emergency Load Response 

and Pre-Emergency Load Response participants with: 

 

a) a 30 minute lead time, pursuant to Tariff, Attachment DD-1, 

section A.2 and the parallel provision of RAA, Schedule 6, $1,849/megawatt-

hour; 
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b) an approved 60 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provision of RAA, Schedule 6, 

$1,425/megawatt hour; and 

 

c) an approved 120 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,100/megawatt-hour; and 

 

xi)  Shall not exceed an energy offer price of $0.00/MWh for pumped storage 

hydropower units scheduled by the Office of the Interconnection pursuant to the hydro 

optimization tool in the Day-ahead Energy Market. 

 

 (e) A Market Seller that wishes to make a resource available to sell Regulation 

service shall submit an offer for Regulation for each clock hour for which the Market Seller 

desires to make its resource available to the Office of the Interconnection to provide Regulation 

that shall specify the megawatts of Regulation being offered, which must equal or exceed 0.1 

megawatts, the Regulation Zone for which such Regulation is offered, the price of the capability 

offer in dollars per MW, the price of the performance offer in Dollars per change in MW, and 

such other information specified by the Office of the Interconnection as may be necessary to 

evaluate the offer and the resource’s opportunity costs.  Such offers may vary hourly, and may be 

updated each hour, up to 65 minutes before the applicable clock hour during the Operating Day.  

The total of the performance offer multiplied by the historical average mileage used in the 

market clearing plus the capability offer shall not exceed $100/megawatt-hour in the case of 

Regulation offered for all Regulation Zones.  In addition to any market-based offer for 

Regulation, the Market Seller also shall submit a cost-based offer.  A cost-based offer must be in 

the form specified in the PJM Manuals and consist of the following components as well as any 

other components specified in the PJM Manuals: 

 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 

rate increase resulting from operating the unit at lower megawatt output incurred from the 

provision of Regulation shall apply to the capability offer; 

 

ii.   The cost increase (in $/∆MW) in costs associated with movement of the 

regulation resource incurred from the provision of Regulation shall apply to the 

performance offer; and 

 

iii.   An adder of up to $12.00 per megawatt of Regulation provided applied to 

the capability offer. 

 

Qualified Regulation capability must satisfy the measurement and verification tests specified in 

the PJM Manuals. 

 

  (f) Each Market Seller owning or controlling the output of a Generation Capacity 

Resource committed to service of PJM loads under the Reliability Pricing Model or Fixed 

Resource Requirement Alternative shall submit a forecast of the availability of each such 

Generation Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-
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binding forecast of the price at which it expects to offer a generation resource increment to the 

Office of the Interconnection over the next seven days, and (ii) shall submit a binding offer for 

energy, along with Start-up Costs and No-load Costs, if any, for the next seven days or part 

thereof, for any generation resource with minimum notification or start-up requirement greater 

than 24 hours.  Such resources committed by the Office of the Interconnection will not receive 

Operating Reserve Credits nor otherwise be made whole for its hours of operation for the 

duration of any portion of such commitment that exceeds the maximum start-up and notification 

times for such resources during Hot Weather Alerts and Cold Weather Alerts, consistent with 

Tariff, Attachment K-Appendix, section 3.2.3 and Tariff, Attachment K-Appendix, section 6.6. 

 

  (g) Each component of an offer by a Market Seller of a Generation Capacity 

Resource that is constant for the entire Operating Day and does not vary hour to hour shall 

remain in effect for subsequent Operating Days until superseded or canceled. 

 

  (h) The Office of the Interconnection shall post the total hourly loads scheduled in the 

Day-ahead Energy Market, as well as, its estimate of the combined hourly load of the Market 

Buyers for the next four days, and peak load forecasts for an additional three days. 

 

  (i) Except for Economic Load Response Participants, all Market Participants may 

submit Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual 

Transactions must comply with the requirements set forth in the PJM Manuals and must specify 

amount, location and price, if any, at which the Market Participant desires to purchase or sell 

energy in the Day-ahead Energy Market.  The Office of the Interconnection may require that a 

market participant shall not submit in excess of a defined number of bid/offer segments in the 

Day-ahead Energy Market, as specified in the PJM Manuals, when the Office of the 

Interconnection determines that such limit is required to avoid or mitigate significant system 

performance problems related to bid/offer volume. Notice of the need to impose such limit shall 

be provided prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  

For purposes of this provision, a bid/offer segment is each pairing of price and megawatt 

quantity submitted as part of an Increment Offer or Decrement Bid.  For purposes of applying 

this provision to an Up-to Congestion Transaction, a bid/offer segment shall refer to the pairing 

of a source and sink designation, as well as price and megawatt quantity, that comprise each Up-

to Congestion Transaction. 

 

(j) (i) Offers to Supply Synchronized and Non-Synchronized Reserves By 

Generation Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Market Sellers owning or controlling the output of a Generation 

Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, 

offered and cleared in a Base Residual Auction or Incremental Auction, or 

designated as replacement capacity, as specified in Tariff, Attachment DD, is 

capable of providing Synchronized Reserve or Non-Synchronized Reserve as 

specified in the PJM Manuals, and has not been rendered unavailable by a 

Generator Planned Outage, a Generator Maintenance Outage, or a Generator 

Forced Outage, shall submit offers or otherwise make their 10-minute reserve 

capability available to supply Synchronized Reserve or, as applicable, Non-
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Synchronized Reserve, including any portion that is self-scheduled by the 

Generating Market Buyer, in an amount equal to the available 10-minute reserve 

capability of such Generation Capacity Resource.  Market Sellers of Generation 

Capacity Resources subject to this must-offer requirement that do not make the 

reserve capability of such resources available when such resource is able to 

operate with a dispatchable range (e.g. through offering a fixed output) will be in 

violation of this provision. 

 

(2) Market Sellers of all other generation resources that (A) are 

capable of providing Synchronized Reserve or Non-Synchronized Reserve, as 

specified in the PJM Manuals, (B) are located within the metered boundaries of 

the PJM Region, and (C) have submitted offers for the supply of energy into the 

Day-ahead Energy Market and/or Real-time Energy Market shall be deemed to 

have made their reserve capability available to provide Synchronized Reserve or 

Non-Synchronized Reserve in the Day-ahead Energy Market and/or Real-time 

Energy Market for each clock hour for which the Market Seller submits an 

available offer to supply energy; provided, however that hydroelectric generation 

resources and Energy Storage Resources are not automatically deemed available 

to provide reserves based on the submission of an available energy offer but may 

submit offers to supply Synchronized Reserve and Non-Synchronized Reserve, as 

applicable. 

 

(3) Offers for the supply of Synchronized Reserve by all generation 

resources must be cost-based.  Consistent with the resource’s offer to supply 

energy, such offers may vary hourly and may be updated each hour up to 65 

minutes before the applicable clock hour during the Operating Day.  Offers shall 

be submitted to the Office of the Interconnection in the form specified by the 

Office of the Interconnection and shall contain the information specified in the 

Office of the Interconnection’s Offer Data specification, this section 1.10.1A, 

section 1.10.9B below, and the PJM Manuals, as applicable.  For offers to supply 

Synchronized Reserve, the offer price shall not exceed the expected value of the 

penalty for failing to provide Synchronized Reserve, where such expected value 

shall be recalculated annually, in accordance with the PJM Manuals, and posted 

on PJM’s website. The expected value of the penalty is calculated as the product 

of: (A) the average penalty, expressed in $/MWh, multiplied by (B) the average 

rate of non-performance during Synchronized Reserve events multiplied by (C) 

the probability a Synchronized Reserve event that will qualify for non-

performance assessments will occur. 

 

The expected value of the penalty shall be determined by an annual review 

of the twelve-month period ending October 31 of the calendar year in which the 

review is performed.  The Office of the Interconnection shall post the results of its 

annual review by no later than December 15, and the revised offer price cap shall 

be effective as of the following January 1; provided, however, that at the time of 

implementation of this rule the expected value of the penalty shall be $0.02/MWh, 

and for the period from the second month after implementation through the 
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second January 1 following such date of implementation, the expected value of 

the penalty shall be recalculated on a monthly basis using data from the 

implementation date of this rule through the 15th day of the current month, and 

the revised value shall be effective the 1st day of the following month. 

 

(4) All Non-Synchronized Reserve offers shall be for $0.00/MWh.  

Consistent with the resource’s offer to supply energy, such offers may vary hourly 

and may be updated each hour up to 65 minutes before the applicable clock hour 

during the Operating Day.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this subsection (d) of this section 1.10.1A(d), section 1.10.9B 

below, and the PJM Manuals, as applicable. 

 

(ii) Determination of Available Synchronized Reserve Capability of 

Generation Resources 

 

(1) For each offer to supply reserves by a synchronized resource, the 

Office of the Interconnection shall determine the MW of available Synchronized 

Reserve capability offered in the Day-ahead Energy Market and Real-time Energy 

Market, in accordance with the PJM Manuals; except, however, that the Office of 

the Interconnection will not make such determination for hydroelectric generation 

resources or Energy Storage Resources.  Hydroelectric generation resources and 

Energy Storage Resources may submit offers for their available Synchronized 

Reserve capability as part of their offer into the Synchronized Reserve market, 

provided that such offer equals or exceeds 0.1 MW; however, any such resource 

which is subject to the must offer requirements in section 1.10.1A(j)(i) above must 

submit a Synchronized Reserve offer which specifies the MW of available 

Synchronized Reserve capability in order to remain compliant with such 

requirements. 

 

(2) An on-line generation resource’s available Synchronized Reserve 

capability, except for generation resources capable of synchronous condensing, 

shall be determined in accordance with the PJM Manuals and based on the 

resource’s current performance and initial energy output and the following offer 

parameters submitted as part of the resource’s energy offer:  (A) ramp rate; (B) 

Economic Minimum; and (C) the lesser of Economic Maximum and Synchronized 

Reserve maximum MW, where Synchronized Reserve maximum MW may be lower 

than the Economic Maximum only where the Market Seller has, in accordance 

with the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating configuration 

that prevents it from reliably providing Synchronized Reserves above the 

Synchronized Reserve maximum MW. 

 

For generation resources capable of synchronous condensing, the 

resource’s available Synchronized Reserve capability shall be based on the 



 

Page 26 

following offer parameters submitted as part of the resource’s energy offer:  (D) 

ramp rate; (E) condense to generation time constraints; (F) Economic Minimum; 

and (G) the lesser of Economic Maximum and Synchronized Reserve maximum 

MW, where Synchronized Reserve maximum MW may be lower than the 

Economic Maximum only where the Market Seller has, in accordance with the 

procedures set forth in the PJM Manuals, submitted justification to the Office of 

the Interconnection that the resource has an operating configuration that prevents 

it from reliably providing Synchronized Reserves above the Synchronized Reserve 

maximum MW. 

 

(iii) Determination of Available Non-Synchronized Reserve Capability of 

Generation Resources 

 

(1) For each offer to supply reserves by an off-line generation 

resource, the Office of the Interconnection shall determine the MW of available 

Non-Synchronized Reserve capability offered in the Day-ahead Energy Market 

and Real-time Energy Market in accordance with the PJM Manuals; except, 

however, that the Office of the Interconnection will not make such determination 

for hydroelectric generation resources or Energy Storage Resources. Such 

hydroelectric generation resources or Energy Storage Resources may submit 

offers for their available Non-Synchronized Reserve capability as part of their 

offer into the Non-Synchronized Reserve market, provided that such offer equals 

or exceeds 0.1 MW; however, any such resource which is subject to the must offer 

requirements in section 1.10.1A(j)(i) above must submit a Non-Synchronized 

Reserve offer which specifies the MW of available Non-Synchronized Reserve 

capability in order to remain compliant with such requirements. 

 

(2) An off-line generation resource’s available Non-Synchronized 

Reserve capability shall be determined in accordance with the PJM Manuals and 

based on the following offer parameters submitted as part of the resource’s 

energy offer:  (A) startup time; (B) notification time; (C) ramp rate; (D) 

Economic Minimum; and (E) the lesser of Economic Maximum and Synchronized 

Reserve maximum MW, where Synchronized Reserve maximum MW may be lower 

than the Economic Maximum only where the Market Seller has, in accordance 

with the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating configuration 

that prevents it from reliably providing Non-Synchronized Reserves above its 

Synchronized Reserve maximum MW. 

 

(iv) Offers to Supply Synchronized Reserves by Economic Load Response 

Participant Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Economic Load Response Participants that submit offers to reduce 

demand into the Day-ahead Energy Market and Real-time Energy Market and 

wish to make their resources available to supply Synchronized Reserve may 

submit offers to supply Synchronized Reserve from such resources, where such 
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offers shall specify the megawatts of Synchronized Reserve being offered, which 

must equal or exceed 0.1 megawatts and such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day. 

 

(2) All offers to supply Synchronized Reserve offers from Economic 

Load Response Participant resources shall not exceed the expected value of the 

penalty for failing to provide Synchronized Reserve, as determined in accordance 

with section 1.10.1A(j)(i)(3) above.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this section 1.10.1A(d), section 1.10.9B below, and the PJM 

Manuals, as applicable. 

 

  (k) An Economic Load Response Participant that wishes to participate in the Day-

ahead Energy Market by reducing demand shall submit an offer to reduce demand to the Office 

of the Interconnection for each clock hour for which the Economic Load Response Participant 

desires to make its resource available to the Office of the Interconnection to reduce demand.  The 

offer must equal or exceed 0.1 megawatts, may vary hourly, and shall specify:  (i) the amount of 

the offered curtailment in minimum increments of .1 megawatts: (ii) the Day-ahead Locational 

Marginal Price above which the end-use customer will reduce load, subject to section 

1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, shutdown costs 

associated with reducing load, including direct labor and equipment costs, opportunity costs, 

and/or a minimum of number of contiguous hours for which the load reduction must be 

committed.  Such offers may be updated each hour, up to 65 minutes before the applicable clock 

hour during the Operating Day.  Economic Load Response Participants submitting offers to 

reduce demand in the Day-ahead Energy Market may establish an incremental offer curve, 

provided that such offer curve shall be limited to ten price pairs (in MWs) per hour. 

 

  (l) Market Sellers owning or controlling the output of an Economic Load Response 

Participant resource that was committed in an FRR Capacity Plan, or that was self-supplied or 

that offered and cleared in a Base Residual Auction or Incremental Auction, may submit demand 

reduction bids for the available load reduction capability of the Economic Load Response 

Participant resource.  The submission of demand reduction bids for Economic Load Response 

Participant resource increments that were not committed in an FRR Capacity Plan, or that have 

not cleared in a Base Residual Auction or Incremental Auction, shall be optional, but any such 

bids must contain the information required to be included in such bids, as specified in the PJM 

Economic Load Response Program.  An Economic Load Response Participant resource that was 

committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 

Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 

Energy Market as specified in the Economic Load Response Program; provided, however, that in 

the event of an Emergency PJM shall require Economic Load Response Participant resources to 

reduce load, notwithstanding that the Zonal LMP at the time such Emergency is declared is 

below the price identified in the demand reduction bid. 
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  (m) (i) Offers to Supply Secondary Reserve By Generation Resources 

 

(1) Market Sellers owning or controlling the output of a Generation 

Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, 

offered and cleared in a Base Residual Auction or Incremental Auction, or 

designated as replacement capacity, as specified in Tariff, Attachment DD, that is 

available for energy, is capable of providing Secondary Reserve, as specified in 

the PJM Manuals, and has not been rendered unavailable by a Generator 

Planned Outage, a Generator Maintenance Outage, or a Generator Forced 

Outage shall submit offers to supply Secondary Reserve, or otherwise make their 

Secondary Reserve capability available.  Such offers shall be for an amount equal 

to the resource’s available energy output achievable within thirty minutes (less its 

energy output achievable within ten minutes) from a request of the Office of the 

Interconnection.  Market Sellers of Generation Capacity Resources subject to this 

must-offer requirement that do not make the reserve capability of such resources 

available when such resource is able to operate with a dispatchable range (e.g. 

through offering a fixed output) will be in violation of this provision. 

 

(2) Market Sellers of all other generation resources located within the 

metered boundaries of the PJM Region that submit offers for the supply of energy 

into the Day-ahead Energy Market and/or Real-time Energy Market and are 

capable of providing Secondary Reserve, as specified in the PJM Manuals, shall 

be deemed to have made their reserve capability available to provide Secondary 

Reserve in the Day-ahead Energy Market and/or Real-time Energy Market for 

each clock hour for which the Market Seller submits an available offer to supply 

energy; provided, however that hydroelectric generation resources and Energy 

Storage Resources are not automatically deemed available to provide reserves 

based on the submission of an available energy offer but may submit offers to 

supply Secondary Reserve, as applicable. 

 

(3) Offers for the supply of Secondary Reserve shall be for 

$0.00/MWh.  Consistent with the resource’s offer to supply energy, such offers 

may vary hourly and may be updated each hour up to 65 minutes before the 

applicable clock hour during the Operating Day.  Offers shall be submitted to the 

Office of the Interconnection in the form specified by the Office of the 

Interconnection and shall contain the information specified in the Office of the 

Interconnection’s Offer Data specification, this subsection (d) above, section 

1.10.9B below, and the PJM Manuals, as applicable. 

 

(ii) Determination of Available Secondary Reserve Capability of Generation 

Resources 

 

(1) For each offer to supply Secondary Reserve by a generation 

resource, the Office of the Interconnection shall determine the MW of available 

Secondary Reserve capability offered in the Day-ahead Energy Market and Real-

time Energy Market in accordance with the PJM Manuals; except, however, that 
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the Office of the Interconnection will not make such determination for 

hydroelectric generation resources or Energy Storage Resources.  Hydroelectric 

generation resources or Energy Storage Resources may submit their available 

Secondary Reserve capability as part of their offer into the Secondary Reserve 

market, provided that such offer equals or exceeds 0.1 MW; however, any such 

resource which is subject to the must offer requirements in section 1.10.1A(m)(i) 

above must submit a Secondary Reserve offer which specifies the MW of available 

Secondary Reserve capability in order to remain compliant with such 

requirements. 

 

(2)  (A) An on-line generation resource’s available Secondary 

Reserve capability, except for generation resources capable of 

synchronous condensing, shall be based on the resource’s current 

performance and initial energy output, the resource’s available 

Synchronized Reserve capability; and the following offer parameters 

submitted as part of the energy offer:  (i) ramp rate; (ii) Economic 

Minimum; and (iii) the lesser of Economic Maximum and Secondary 

Reserve maximum MW, where a resource’s Secondary Reserve maximum 

MW may be less than the Economic Maximum only where the Market 

Seller has, in accordance with the procedures set forth in the PJM 

Manuals, submitted justification to the Office of the Interconnection that 

the resource has an operating configuration that prevents it from reliably 

providing Secondary Reserves above its Secondary Reserve maximum 

MW. 

 

(B) For generation resources capable of synchronous 

condensing, the resource’s available Secondary Reserve capability shall 

be based on the following offer parameters submitted as part of the energy 

offer:  (i) ramp rate; (ii) condense to generation time constraints; (iii) 

Economic Minimum; and (iv) the lesser of Economic Maximum and 

Secondary Reserve maximum MW, where a resource’s Secondary Reserve 

maximum MW may be less than the Economic Maximum only where the 

Market Seller has, in accordance with the procedures set forth in the PJM 

Manuals, submitted justification to the Office of the Interconnection that 

the resource has an operating configuration that prevents it from reliably 

providing Secondary Reserves above its Secondary Reserve maximum 

MW. 

 

(C) An off-line generation resource’s available Secondary 

Reserve capability, shall be based on the resource’s available Secondary 

Reserve capability and the following offer parameters submitted as part of 

the resource’s energy offer:  (i) startup time; (ii) notification time; (iii) 

ramp rate; (iv) Economic Minimum; and (v) the lesser of Economic 

Maximum and Secondary Reserve maximum MW, where a resource’s 

Secondary Reserve maximum MW may be less than the Economic 

Maximum only where the Market Seller has, in accordance with the 
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procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating 

configuration that prevents it from reliably providing Secondary Reserves 

above its Secondary Reserve maximum MW. 

 

(iii) Offers to Supply Secondary Reserves by Economic Load Response 

Participant resources 

 

(1) Each Economic Load Response Participant that submits offers to 

reduce demand into the Day-ahead Energy Market and Real-time Energy Market 

and wishes to make their resources available to supply Secondary Reserve shall 

submit offers to supply Secondary Reserve from such resources, where such offers 

shall specify the megawatts of Secondary Reserve being offered, which must equal 

or exceed 0.1 megawatts and include such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day. 

 

(2) All Secondary Reserve offers by Economic Load Response Participant resources shall be 

for $0.00/MWh.  Offers shall be submitted to the Office of the Interconnection in the form 

specified by the Office of the Interconnection and shall contain the information specified in the 

Office of the Interconnection’s Offer Data specification, this section 1.10.1A(d), section 1.10.9B 

below, and the PJM Manuals, as applicable. 

 

 (n) A Market Participant may submit a Day-Ahead Pseudo-Tie Transaction for a 

Market Participant’s generator within the PJM balancing authority area that is a Pseudo-Tie into 

the MISO balancing authority area.  Day-Ahead Pseudo-Tie Transactions combine an offer to 

sell energy at a source with a bid to buy the same megawatt quantity of energy at a sink where 

such transaction specifies the maximum difference between the Locational Marginal Prices at the 

source and sink. 

 

Each Day-Ahead Pseudo-Tie Transaction shall: (1) source at a Market Participant’s generator 

within the PJM balancing authority area that Pseudo-Ties into MISO; and (2) sink at the PJM-

MISO interface.  A Market Participant must reserve transmission service in accordance with the 

PJM Tariff for each Day-Ahead Pseudo-Tie Transaction.  Megawatt quantities for Day-Ahead 

Pseudo-Tie Transactions shall be greater than zero and less than or equal to the transmission 

service reserved for the Day-Ahead Pseudo-Tie Transaction.  An accepted Day-Ahead Pseudo-

Tie Transaction results in scheduled injection at a specified source and scheduled withdrawal of 

the same megawatt quantity at a specified sink in the Day-Ahead Energy Market. 

 

1.10.1B Demand Bid Scheduling and Screening 

 

(a) The Office of the Interconnection shall apply Demand Bid Screening to all 

Demand Bids submitted in the Day-ahead Energy Market for each Load Serving Entity, 

separately by Zone.  Using Demand Bid Screening, the Office of the Interconnection will 

automatically reject a Load Serving Entity’s Demand Bids in any future Operating Day for 
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which the Load Serving Entity submits bids if the total megawatt volume of such bids would 

exceed the Load Serving Entity’s Demand Bid Limit for any hour in such Operating Day, unless 

the Office of the Interconnection permits an exception pursuant to subsection (d) below. 

   

(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand 

Bid Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 

submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  

The Demand Bid Limit is calculated using the following equation:    

 

Demand Bid Limit = greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 

Demand Reference Point + 10MW) 

 

Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 

Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 

in each Zone for any hour over the most recently available seven Operating Days for 

which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 

applicable Zone that is calculated on a daily basis. 

 

(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand 

Bid Screening may change its Demand Bids to reduce its total megawatt volume to a level that 

does not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules 

related to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   

 

(d) PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid 

Limit when circumstances exist that will cause, or are reasonably expected to cause, a Load 

Serving Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. 

Examples of such circumstances include, but are not limited to, changes in load commitments 

due to state sponsored auctions, mergers and acquisitions between PJM Members, and sales and 

divestitures between PJM Members.  A Load Serving Entity may submit a written exception 

request to the Office of Interconnection for a higher Demand Bid Limit for an affected Operating 

Day.  Such request must include a detailed explanation of the circumstances at issue and 

supporting documentation that justify the Load Serving Entity’s expectation that its actual load 

will exceed its Demand Bid Limit. 

 

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 
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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. 
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1.10.3 Self-scheduled Resources. 

 

Self-scheduled resources shall be governed by the following principles and procedures. 

 

  (a) Each Generating Market Buyer shall use all reasonable efforts, consistent with 

Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 

 

  (b) The offered prices of resources that are self-scheduled, or otherwise not following 

the dispatch orders of the Office of the Interconnection, shall not be considered by the Office of 

the Interconnection in determining Locational Marginal Prices. 

 

  (c) Market Participants shall make available their self-scheduled resources to the 

Office of the Interconnection for coordinated operation to supply the Operating Reserves needs 

of the applicable Control Zone, by submitting an offer as to such resources. 

 

  (d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market 

that does not deliver the energy in the Real-time Energy Market, shall replace the energy not 

delivered with energy from the Real-time Energy Market and shall pay for such energy at the 

applicable Real-time Price. 

 

 (e) A Market Participant self-scheduling a resource to supply Synchronized Reserve 

in the Day-ahead Synchronized Reserve Market that does not deliver the scheduled megawatt 

quantity in the applicable real-time reserve market, shall replace the Synchronized Reserve not 

delivered and shall pay for such Synchronized Reserve at the applicable Real-time Synchronized 

Reserve Market Clearing Price.  Market Participants shall not self-schedule a resource to 

provide Secondary Reserve or Non-Synchronized Reserve. 

 

(f) For energy, hydropower units, excluding pumped storage units, may only be self-

scheduled. 

 

1.10.4 Capacity Resources. 

 

  (a) A Generation Capacity Resource committed to service of PJM loads under the 

Reliability Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-

scheduled resource shall be made available for scheduling and dispatch at the direction of the 

Office of the Interconnection.  Such a Generation Capacity Resource that does not deliver energy 

as scheduled shall be deemed to have experienced a Generator Forced Outage to the extent of 

such energy not delivered.  A Market Participant offering such Generation Capacity Resource in 

the Day-ahead Energy Market shall replace the energy not delivered with energy from the Real-

time Energy Market and shall pay for such energy at the applicable Real-time Price. 

 

  (b) Energy from a Generation Capacity Resource committed to service of PJM loads 

under the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 

scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 

may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 
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with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 

not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 

must be made available upon request to the Office of the Interconnection for scheduling and 

dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 

Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 

applicable Real-time Price for energy delivered.  

 

  (c) A resource that has been self-scheduled shall not receive payments or credits for 

Start-up Costs or No-load Costs. 

 

1.10.5 External Resources.   

 

  (a) External Resources may submit offers to the PJM Interchange Energy Market, in 

accordance with the day-ahead and real-time scheduling processes specified above.  An External 

Resource selected as a pool-scheduled resource shall be made available for scheduling and 

dispatch at the direction of the Office of the Interconnection, and except as specified below shall 

be compensated on the same basis as other pool-scheduled resources.  External Resources that 

are not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 

basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 

Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 

resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 

resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 

such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 

PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 

 

  (b) Offers for External Resources from an aggregation of two or more generating 

units shall so indicate, and shall specify, in accordance with the Offer Data requirements 

specified by the Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; 

(iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) unless such information 

has previously been made available to the Office of the Interconnection, sufficient information, 

as specified in the PJM Manuals, to enable the Office of the Interconnection to model the flow 

into the PJM Region of any energy from the External Resources scheduled in accordance with 

the Offer Data.   

 

  (c) Offers for External Resources on a resource-specific basis shall specify the 

resource being offered, along with the information specified in the Offer Data as applicable. 

 

1.10.6 External Market Buyers. 

 

  (a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the 

Office of the Interconnection shall be delivered on a block loaded basis to the bus or buses at the 

electrical boundaries of the PJM Region, or in such area with respect to an External Market 

Buyer’s load within such area not served by Network Service, at which the energy is delivered to 

or for the External Market Buyer.  External Market Buyers shall be charged (which charge may 

be positive or negative) at either the Day-ahead Prices or Real-time Prices, whichever is 

applicable, for energy at the foregoing bus or buses. 
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  (b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 

Interchange Energy Market shall conform to the ramping and other applicable requirements of 

the interconnection agreement between the PJM Region and the Control Area to which, whether 

as an intermediate or final point of delivery, the purchased energy will initially be delivered. 

 

  (c) The Office of the Interconnection shall curtail deliveries to an External Market 

Buyer if necessary to maintain appropriate reserve levels for a Control Zone as defined in the 

PJM Manuals, or to avoid shedding load in such Control Zone. 

 

1.10.7 Bilateral Transactions.   

 

Bilateral transactions as to which the parties have notified the Office of the Interconnection by 

the deadline specified in section 1.10.1A above that they elect not to be included in the Day-

ahead Energy Market and that they are not willing to incur Transmission Congestion Charges in 

the Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary 

to reduce or alleviate transmission congestion.  Bilateral transactions that were not included in 

the Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 

transactions that were accepted in the Day-ahead Energy Market shall continue to be 

implemented during periods of congestion, except as may be necessary to respond to 

Emergencies. 

 

1.10.8 Office of the Interconnection Responsibilities. 

 

  (a) The Office of the Interconnection shall use its best efforts to determine (i) the 

least-cost means of satisfying the projected hourly requirements for energy, Operating Reserves, 

and other ancillary services of the Market Buyers, including the reliability requirements of the 

PJM Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 

Operating Reserve and other ancillary service requirements for any portion of the load forecast 

of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-

ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 

take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 

Market and PJM Region energy requirements, giving due consideration to the energy 

requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 

properly submitted by PRD Providers; (ii) the offers submitted by Market Sellers; (iii) the 

availability of limited energy resources; (iv) the capacity, location, and other relevant 

characteristics of self-scheduled resources; (v) the objectives of each Control Zone for Operating 

Reserves, as specified in the PJM Manuals; (vi) the requirements of each Regulation Zone for 

Regulation and other ancillary services, as specified in the PJM Manuals; (vii) the benefits of 

avoiding or minimizing transmission constraint control operations, as specified in the PJM 

Manuals; and (viii) such other factors as the Office of the Interconnection reasonably concludes 

are relevant to the foregoing determination, including, without limitation, transmission 

constraints on external coordinated flowgates to the extent provided by Tariff, Attachment K-

Appendix, section 1.7.6.  The Office of the Interconnection shall develop a Day-ahead Energy 

Market based on the foregoing determination, and shall determine the Day-ahead Prices resulting 

from such schedule.  The Office of the Interconnection shall report the planned schedule for a 
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hydropower resource to the operator of that resource as necessary for plant safety and security, 

and legal limitations on pond elevations. 

 

  (b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each 

Operating Day, or such other  deadline as may be specified by the Office of the Interconnection 

in the PJM Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead 

Energy Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 

Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 

and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 

this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 

Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 

extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 

otherwise interferes with the ability of the Office of the Interconnection to obtain Market 

Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  

Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 

data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 

the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 

as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 

Members as soon as practicable.  

 

  (c) Following posting of the information specified in section 1.10.8(b), and absent 

extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 

of the Interconnection shall revise its schedule of generation resources to reflect updated 

projections of load, conditions affecting electric system operations in the PJM Region, the 

availability of and constraints on limited energy and other resources, transmission constraints, 

and other relevant factors.   

 

  (d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 

PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 

Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 

PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 

scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 

negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 

pursuant to Tariff, Attachment K-Appendix, section 3.3A.  Notwithstanding the foregoing, if the 

Office of the Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 p.m. 

on the day before the affected Operating Day due to extraordinary circumstances as described in 

subsection (b) above, no settlements shall be made for the Day-ahead Energy Market, no 

scheduled megawatt quantities shall be established, and no Day-ahead Prices shall be established 

for that Operating Day.  Rather, for purposes of settlements for such Operating Day, the Office 

of the Interconnection shall utilize a scheduled megawatt quantity and price of zero and all 

settlements, including Financial Transmission Right Target Allocations, will be based on the 

real-time quantities and prices as determined pursuant to Tariff, Attachment K-Appendix, section 

2.4 and Tariff, Attachment K-Appendix, section 2.5. 

 

 (e) If the Office of the Interconnection discovers a potential error in prices and/or 

cleared quantities in the Day-ahead Energy Market or Day-ahead Ancillary Services Markets, or 
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the Real-time Energy Market or Real-time Ancillary Services Markets after it has posted the 

results for these markets on its Web site, the Office of the Interconnection shall notify Market 

Participants as soon as possible after it is found, but in no event later than 12:00 p.m. of the 

second Business Day following the Operating Day for the Real-time Energy Market and Real-

time Ancillary Services Markets, and no later than 5:00 p.m. of the second Business Day 

following the initial publication of the results for the Day-ahead Energy Market and Day-ahead 

Ancillary Services Markets.  After this initial notification, if the Office of the Interconnection 

determines it is necessary to post modified results, it shall provide notification of its intent to do 

so,  along with a description detailing the cause and scope of the error, by no later than 5:00 p.m. 

of the fifth Business Day following the Operating Day for the Real-time Energy Market and 

Real-time Ancillary Services Markets, and no later than 5:00 p.m. of the fifth Business Day 

following the initial publication of the results in the Day-ahead Energy Market and Day-ahead 

Ancillary Services Markets.  The provided description will not contain information that is market 

sensitive or confidential.  Thereafter, the Office of the Interconnection must post on its Web site 

the corrected results by no later than 5:00 p.m. of the tenth calendar day following the Operating 

Day for the Day-ahead Energy Market, Real-time Energy Market, and Day-ahead Ancillary 

Services Markets, and Real-time Ancillary Service Markets. Should any of the above deadlines 

pass without the associated action on the part of the Office of the Interconnection, the originally 

posted results will be considered final. Notwithstanding the foregoing, the deadlines set forth 

above shall not apply if the referenced market results are under publicly noticed review by the 

FERC. 

 

 (f) Consistent with Operating Agreement, section 18.17.1, and notwithstanding 

anything to the contrary in the Operating Agreement or in the PJM Tariff, to allow the tracking 

of Market Participants’ non-aggregated bids and offers over time as required by FERC Order No. 

719, the Office of the Interconnection shall post on its Web site the non-aggregated bid data and 

Offer Data submitted by Market Participants (for participation in the PJM Interchange Energy 

Market) approximately four months after the bid or offer was submitted to the Office of the 

Interconnection.   

 

1.10.9 Hourly Scheduling. 

 

  (a) Following the initial posting by the Office of the Interconnection of the 

Locational Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right 

of the Office of the Interconnection to schedule and dispatch pool-scheduled resources and to 

direct that schedules be changed in an Emergency, and absent extraordinary circumstances 

preventing the clearing of the Day-ahead Energy Market, a generation rebidding period shall 

exist.  Typically the rebidding period shall be from the time the Office of the Interconnection 

posts the results of the Day-ahead Energy Market until 2:15 p.m. on the day before each 

Operating Day.  However, should the clearing of the Day-ahead Energy Market be significantly 

delayed, the Office of the Interconnection may establish a revised rebidding period.  During the 

rebidding period, Market Participants may submit revisions to generation Offer Data for the next 

Operating Day.  Adjustments to the Day-ahead Energy Market shall be settled at the applicable 

Real-time Prices, and shall not affect the obligation to pay or receive payment for the quantities 

of energy scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices. 

 



 

Page 38 

  (b) A Market Participant may adjust the schedule of a resource under its dispatch 

control on an hour-to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, 

provided that the Office of the Interconnection is notified not later than 65 minutes prior to the 

hour in which the adjustment is to take effect, as follows and as specified in section 1.10.9A 

below: 

 

i) A Generating Market Buyer may self-schedule any of its resource 

increments, including hydropower resources, not previously designated as self-scheduled 

and not selected as a pool-scheduled resource in the Day-ahead Energy Market; 

 

ii) A Market Participant may request the scheduling of a non-firm bilateral 

transaction; or 

 

iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 

 

iv) A Generating Market Buyer may remove from service a resource 

increment, including a hydropower resource, that it had previously designated as self-

scheduled, provided that the Office of the Interconnection shall have the option to 

schedule energy from any such resource increment that is a Capacity Resource at the 

price offered in the scheduling process, with no obligation to pay any Start-Up Costs. 

 

  (c) An External Market Buyer may refuse delivery of some or all of the energy it 

requested to purchase in the Day-ahead Energy Market by notifying the Office of the 

Interconnection of the adjustment in deliveries not later than 65 minutes prior to the hour in 

which the adjustment is to take effect, but any such adjustment shall not affect the obligation of 

the External Market Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy 

Market at the applicable Day-ahead Prices. 

 

  (d) The Office of the Interconnection shall provide External Market Buyers and 

External Market Sellers and parties to bilateral transactions with any revisions to their schedules 

resulting from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The 

Office of the Interconnection may also commit additional resources after such time as system 

conditions require.  For each hour in the Operating Day, as soon as practicable after the deadlines 

specified in the foregoing subsection of this section 1.10, the Office of the Interconnection shall 

provide External Market Buyers and External Market Sellers and parties to bilateral transactions 

with any revisions to their schedules for the hour. 

 

1.10.9A  Updating Offers in Real-time 

 

(a) Each Market Seller may submit Real-time Offers for a resource up to 65 minutes before 

the applicable clock hour, and such Real-time Offers shall supersede any previous offer for that 

resource for the clock hour, as further described in the PJM Manuals and subject to the following 

conditions: 
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(i) A market-based Real-time Offer shall not exceed the applicable energy 

offer caps specified in this Schedule.  Once a Market Seller’s resource is committed for 

an applicable clock hour, the Market Seller may not increase its Incremental Energy 

Offer and may only submit a market-based Real-time Offer that is higher than its market-

based offer that was in effect at the time of commitment to reflect increases in the 

resource’s cost-based Start-up Costs and cost-based No-load Costs.  The Market Seller 

may elect not to have its market-based offer considered for dispatch and to have only its 

lowest cost-based offer considered for the remainder of the Operating Day.    
 

(ii) Cost-based Real-time Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection’s Offer Data 

specification, Operating Agreement, Schedule 1, sections 1.10.1A(d) and 1.10.9B, 

Operating Agreement, Schedule 2 and the PJM Manuals, as applicable.  If a Market 

Seller submits a market-based Real-time Offer for a particular clock hour in accordance 

with subsection (c) below, or if updates to a cost-based offer are required by the Market 

Seller’s approved Fuel Cost Policy, the Market Seller shall update its previously 

submitted cost-based Real-time Offer.   

 

(iii) If a Market Seller’s available cost-based offer is not compliant with 

Operating Agreement, Schedule 2 and the PJM Manuals at the time a Market Seller 

submits a market-based Real-time Offer for an applicable clock hour during the 

Operating Day, the Market Seller must submit an updated cost-based Real-time Offer 

consisting of an Incremental Energy Offer, Start-up Cost and No-load Cost for that clock 

hour that is compliant with Operating Agreement, Schedule 2 and the PJM Manuals. 

(b) Each Market Seller may submit Real-time Offers for a resource during and through the 

end of the applicable clock hour to update only the following offer parameters, as further 

described in the PJM Manuals: (1) Economic Minimum; (2) Economic Maximum; (3) 

emergency minimum MW; (4) emergency maximum MW; (5) unit availability status; (6) fixed 

output indicator; (7) Synchronized Reserve maximum MW; and (8) Secondary Reserve maximum 

MW.  Such Real-time Offers shall supersede any previous offer for that resource for the clock 

hour. 

1.10.9B  Offer Parameter Flexibility  

(a)  Market Sellers may, in accordance with sections 1.10.1A and 1.10.9A above, this 

section 1.10.9B, and the PJM Manuals, update offer parameters at any time up to 65 minutes 

before the applicable clock hour, including prior to the close of the Day-ahead Energy Market 

and prior to the close of the rebidding period specified in section 1.10.9, except that Market 

Sellers may not update their offers for the supply of energy, Secondary Reserve, Synchronized 

Reserve, Non-Synchronized Reserve, or demand reduction: (1) during the period after the close 

the Day-ahead Energy Market and prior to the posting of the Day-ahead Energy Market results 

pursuant to section 1.10.8(b); or (2) during the period after close of the rebidding period and 

prior to PJM announcing the results of the rebidding period pursuant to section 1.10.9(d). 



 

Page 40 

 

(b) For generation resource offers, Market Sellers may vary for each clock hour 

during the entire Operating Day the following offer parameters:  (1) cost-based Start-up Costs; 

(2) cost-based No-load Costs; (3) Incremental Energy Offer; (4) Economic Minimum and 

Economic Maximum; (5) emergency minimum MW and emergency maximum MW; (6) ramp 

rate; (7) Synchronized Reserve maximum MW; (8) Secondary Reserve maximum MW; and (9) for 

Real-time Offers only, (i) notification time and (ii) for uncommitted hours only, Minimum Run 

Time.   

 

(c) For Economic Load Response Participant resource offers, Market Sellers may 

vary for each clock hour during the entire Operating Day the following offer parameters:  (1) 

shutdown costs, (2) Incremental Energy Offer; (3) Economic Minimum; (4) Economic 

Maximum; and (5) for Real-time Offers only, (i) notification time and (ii) for uncommitted hours 

only, minimum down time. 

 

(d)  After the announcement of the results of the rebidding period pursuant to section 

1.10.9(d), a Market Seller may submit a Real-time Offer where offer parameters may differ from 

the offer originally submitted in the Day-ahead Energy Market, except that a Market Seller may 

not submit a Real-time Offer that changes, of the offer parameters listed in section 1.10.1A(d), 

the MW amounts specified in the Incremental Energy Offer, MW amounts specified in the ramp 

rate, maximum run time, and availability; provided, however, Market Sellers of dual-fueled 

resources may submit Real-time Offers for such resources that change the availability of a 

submitted cost-based offer. 
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7.1A Long-Term Financial Transmission Rights Auctions. 

 

7.1A.1 Auctions. 

 

 (i) Subsequent to each annual Financial Transmission Rights auction conducted 

pursuant to Operating Agreement, Schedule 1, section 7.1, the Office of the Interconnection shall 

conduct a long-term Financial Transmission Rights auction for the three consecutive Planning 

Periods immediately subsequent to the Planning Period during which the long-term Financial 

Transmission Rights auction is conducted.  PJMSettlement shall be the Counterparty to the 

purchases and sales of Financial Transmission Rights arising from such long-term Financial 

Transmission Rights auctions, provided however, that PJMSettlement shall not be a contracting 

party to any subsequent bilateral transfers of Financial Transmission Rights between Market 

Participants.  The conversion of an Auction Revenue Right to a Financial Transmission Right 

pursuant to this section 7 shall not constitute a purchase or sale transaction to which 

PJMSettlement is a contracting party. 

 

 (ii) The capacity offered for sale in long-term Financial Transmission Rights auctions 

shall be the residual system capability after the annual Auction Revenue Rights allocations and 

the annual Financial Transmission Rights auction.  In determining the residual capability the 

Office of the Interconnection shall assume that all Auction Revenue Rights allocated in the 

immediately prior annual Auction Revenue Rights allocation process, including Auction 

Revenue Rights made available in which transmission facilities which were modeled out of 

service in the annual Auction Revenue Rights allocations return to service, are self-scheduled 

into Financial Transmission Rights, which shall be modeled as fixed injections and withdrawals 

in the long-term Financial Transmission Rights auction.  Additionally, residual annual Auction 

Revenue Rights that become available through incremental capability created by future 

transmission upgrades as further described in the PJM Manuals shall be modeled as fixed 

injections and withdrawals in the long-term Financial Transmission Rights auction.  The long-

term Financial Transmission Rights auction model shall include all upgrades planned to be 

placed into service on or before June 30th of the first Planning Period within the three year period 

covered by the auction. The transmission upgrades to be modeled for this purpose shall only 

include those upgrades that, individually, or together, have 10% or more impact on the 

transmission congestion on an individual constraint or constraints with congestion of $5 million 

or more affecting a common congestion path.  Transmission upgrades modeled for this purpose 

also will be modeled in the subsequent long-term Financial Transmission Rights auction, as 

further detailed in the PJM Manuals. Residual Auction Revenue Rights created by an increase in 

transmission capability due to future transmission upgrades, as specified above, are determined 

only for modeling purposes and will not be allocated to Market Participants. 

 

 

7.1A.2 Frequency and Timing. 

 

The long-term Financial Transmission Rights auction process shall consist of five rounds.  The 

first round shall be conducted by the Office of the Interconnection approximately 11 months 

prior to the start of the three Planning Period term covered by the relevant long-term Financial 

Transmission Rights auction.  The second round shall be conducted approximately 2 months 
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after the first round. The third round shall be conducted approximately 2 months after the second 

round.  The fourth round shall be conducted approximately 2 months after the third round, and 

the fifth round shall be conducted approximately 3 months after the fourth round.  In each round 

20 percent of total capacity available in the long-term Financial Transmission Rights auction 

shall be offered for sale.  Eligible entities may submit bids to purchase and offers to sell 

Financial Transmission Rights at the start of the bidding period in each round. The bidding 

period shall be three Business Days ending at 5:00 p.m. on the last day.  PJM performs the 

Financial Transmission Rights auction clearing analysis for each round and posts the auction 

results on the market user interface within five Business Days after the close of the bidding 

period for each round unless circumstances beyond PJM’s control prevent PJM from meeting the 

applicable deadline.  Under such circumstances, PJM will post the auction results at the earliest 

possible opportunity.  If the Office of the Interconnection discovers a potential error in the results 

posted for a long-term Financial Transmission Rights auction, the Office of the Interconnection 

shall notify Market Participants as soon as possible after it is found, but in no event later than 

5:00 p.m. of the Business Day immediately following the initial publication of the results for that 

auction. After this initial notification, if the Office of the Interconnection determines it is 

necessary to post modified auction results, it shall provide notification of its intent to do so,  

along with a description detailing the cause and scope of the error, by no later than 5:00 p.m. of 

the second Business Day following the initial publication of prices for that auction.  The 

provided description will not contain information that is market sensitive or confidential.  

Thereafter, the Office of the Interconnection must post the corrected prices by no later than 5:00 

p.m. of the fourth calendar day following the initial publication of prices in the auction. Should 

any of the above deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 

publicly noticed review by the FERC. 

 

7.1A.3 Products. 

 

 (i) The periods covered by long-term Financial Transmission Rights auctions shall be 

any single Planning Period within the three Planning Period term covered by the relevant 

auction.   

 

 (ii) On-peak, off-peak and 24-hour Financial Transmission Right Obligations, shall 

be offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 

options shall not be offered.   

 

7.1A.4 Participation Eligibility. 

 

 (i) To participate in long-term Financial Transmission Rights auctions an entity shall 

be a PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers 

in long-term Financial Transmission Rights auctions, provided they own Financial Transmission 

Rights offered for sale.  

 

7.1A.5 Specified Receipt and Delivery Points. 
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The Office of the Interconnection will post a list of available receipt and delivery points for each 

long-term Financial Transmission Rights auction.  Eligible receipt and delivery points in long-

term Financial Transmission Rights auctions shall be limited to the posted available hubs, Zones, 

aggregates, generators, and Interface Pricing Points.
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7.4 Allocation of Auction Revenues. 

 

7.4.1 Eligibility. 

 

(a) Annual auction revenues, net of payments to entities selling Financial Transmission 

Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 

proportion to the Target Allocation of Auction Revenue Rights Credits for the holder. 

 

(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 

of the applicable Annual Financial Transmission Rights auction. 

 

(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 

entities selling Financial Transmission Rights into the auction, shall be allocated according to the 

following priority schedule: 

 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 

Operating Agreement, Schedule 1, section 7.4.4.  If there are excess revenues 

remaining after a distribution made pursuant to this subsection, such revenues 

shall be distributed in accordance with subsection (c)(ii) of this section; 

 

(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 

more than their Target Allocation as determined pursuant to Operating 

Agreement, Schedule 1, section 7.4.3(b).  If there are excess revenues remaining 

after a distribution made pursuant to this subsection, such revenues shall be 

distributed in accordance with subsection (c)(iii) of this section; 

 

(iii) In accordance with Operating Agreement, Schedule 1, section 5.2.6. 

 

(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 

Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 

FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 

distributed equally across each Planning Period in the effective term of the FTR.  Long-term 

FTR auction revenue distributions within a Planning Period shall be in accordance with the 

following provisions: 

 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 

Rights holders in the effective Planning Period for the FTR.  The distribution shall 

be in proportion to the economic value of the ARRs when compared to the annual 

FTR auction clearing prices from each round proportionately.    

 

(ii) Long-term FTR auction revenues remaining after distributions made 

pursuant to Operating Agreement, Schedule 1, section 7.4.1(d)(ii) shall be 

distributed pursuant to Operating Agreement, Schedule 1, section 5.2.6 of 

Schedule 1 of this Agreement.  
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7.4.2 Auction Revenue Rights. 

 

(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 

Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  

Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 

Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 

Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 

and 7.5 hereof and the PJM Manuals.  

 

With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 

discovers a potential error in the allocation, the Office of the Interconnection shall notify Market 

Participants as soon as possible after it is found, but in no event later than 5:00 p.m. of the 

Business Day following the initial publication of allocation results.  After this initial notification, 

if the Office of the Interconnection determines that it is necessary to post modified allocation 

results, it shall provide notification of its intent to do so,  along with a description detailing the 

cause and scope of the error, by no later than 5:00 p.m. of the second Business Day following the 

publication of the initial allocation.  The provided description will not contain information that is 

market sensitive or confidential.  Thereafter, the Office of the Interconnection must post any 

corrected allocation results by no later than 5:00 p.m. of the fourth calendar day following the 

initial publication. Should any of the above deadlines pass without the associated action on the 

part of the Office of the Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 

allocation is under publicly noticed review by the FERC. 

 

(b) In stage 1A of the allocation process, each Network Service User may request Auction 

Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 

immediately ensuing PJM Planning Period from a subset of the Active Historical Generation 

Resources or Qualified Replacement Resources , and each Qualifying Transmission Customer 

(as defined in subsection (f) of this section) may request Auction Revenue Rights based on the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  Active Historical Generation Resources shall mean those historical resources that were 

designated to be delivered to load based on the historical reference year, and which have not 

since been deactivated and, further, only up to the current installed capacity value of such 

resource as of the annual allocation of ARRs for the target PJM Planning Period.  Qualified 

Replacement Resources shall mean those resources the Office of the Interconnection designates 

for the ensuing Planning Period to replace historical resources that no longer qualify as Active 

Historical Generation Resources and that maximize the economic value of ARRs while 

maintaining Simultaneous Feasibility, as further described in the PJM Manuals.   

 

Prior to the stage 1A of the allocation process, the Office of the Interconnection shall determine, 

for each Zone, the amount of megawatts of ARRs available from Active Historical Generation 

Resources in that Zone and the amount of megawatts required from Qualified Replacement 

Resources.  The Office of the Interconnection shall designate Qualified Replacement Resources 

as follows, and as further described in the PJM Manuals.  Qualified Replacement Resources shall 

be either from a (1) capacity resource that has been included in the rate base of a specific Load 
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Serving Entity in a particular Zone, using criteria for rate-based as specified in sections 7.6 and 

7.7 hereof concerning New Stage 1 Resources and Alternative Stage 1 Resources; or (2) from a 

non-rate-based capacity resource.   

 

Prior to the end of each PJM Planning Period the Office of the Interconnection will determine 

which Stage 1 Resources are no longer viable for the next PJM Planning Period and then will 

replace such source points with Qualified Replacement Resources (i.e., Capacity Resources that 

pass the Simultaneous Feasibility Test and which are economic).  The Office of Interconnection 

will determine the replacement source points as follows. First, the Office of the Interconnection 

will compile a list of all Capacity Resources that are operational as of the beginning of the next 

Planning Period, that are not currently designated as source points and will post such list on the 

PJM website prior to finalizing the Stage 1 eligible resource list for each transmission zone for 

review by Market Participants. In the first instance, all such resources will be considered to be 

non-rate-based. Market Participants will be asked to review the posted resource list and provide 

evidence to the Office of the Interconnection, if any, of the posted resources that shall be 

classified as rate-based resources. Once the replacement resource list along with the resource 

status is finalized after any input from Market Participants, the Office of the Interconnection will 

create two categories of resources for each Stage 1 transmission zone based on economic order: 

one for rate-based; and a second for non-rate-based resources. When determining economic 

order, the Office of the Interconnection will utilize historical source and sink Day-ahead Energy 

Market Congestion Locational Marginal Prices (“CLMPs”). Historical value will be based on the 

previous three years’ CLMP sink versus CLMP source differences weighted by 50% for the 

previous calendar year, weighted by 30% for the year prior and weighted by 20% for the year 

prior. To the extent replacement resources do not have three years’ worth historical data, 

weighting will be performed either 50/50% in the case of two years or 100% in the case of one 

year worth of historical data.  If a full year of historical data is not available, PJM will utilize the 

CLMP from the closest electrically equivalent location to compose an entire year of historical 

data.  Once the economic order is established for each Stage 1 zonal rate-based and non-rate-

based generator categories, the Office of the Interconnection will begin to replace Stage 1 zonal 

retirements with the Qualified Replacement Resources by first utilizing rate-based resources in 

the economic order while respecting transmission limitations. And once the rate-based resource 

determination is concluded, the Office of the Interconnection will then utilize non-rate-based 

resources, in economic order, while respecting transmission limitations as described previously. 

 

The historical reference year for all Zones shall be 1998, except that the historical reference year 

shall be:  2002 for the Allegheny Power and Rockland Electric Zones; 2004 for the AEP East, 

The Dayton Power & Light Company and Commonwealth Edison Company Zones; 2005 for the 

Virginia Electric and Power Company and Duquesne Light Company Zones; 2011 for the ATSI 

Zone; 2012 for the DEOK Zone; 2013 for the EKPC Zone; 2018 for the OVEC Zone; and the 

Office of the Interconnection shall specify a historical reference year for a new PJM zone 

corresponding to the year that the zone is integrated into the PJM Interchange Energy Market.  

For stage 1, the Office of the Interconnection shall determine a set of eligible historical 

generation resources for each Zone based on the historical reference year and assign a pro rata 

amount of megawatt capability from each historical generation resource to each Network Service 

User in the Zone based on its proportion of peak load in the Zone.  Auction Revenue Rights shall 

be allocated to each Network Service User in a Zone from each historical generation resource in 
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a number of megawatts equal to or less than the amount of the historical generation resource that 

has been assigned to the Network Service User.  Each Auction Revenue Right allocated to a 

Network Service User shall be to the Energy Settlement Area of such Network Service User as 

described in Section 31.7 of Part III of the Tariff, unless the Network Service User’s Energy 

Settlement Area represents the Residual Metered Load of an electric distribution company’s fully 

metered franchise area(s) or service territory(ies) and the Network Service User elects to have its 

Auction Revenue Rights allocated at the aggregate load buses in a Zone.  In stage 1A of the 

allocation process, the sum of each Network Service User’s allocated Auction Revenue Rights 

for a Zone must be equal to or less than the Network Service User’s pro-rata share of the Zonal 

Base Load for that Zone.  Each Network Service User’s pro-rata share of the Zonal Base Load 

shall be based on its proportion of peak load in the Zone. The sum of each Network Service 

User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less than fifty 

percent (50%) of the Network Service User’s transmission responsibility for Non-Zone Network 

Load as determined under Section 34.1 of the Tariff.  The sum of each Qualifying Transmission 

Customer’s Auction Revenue Rights must be equal to or less than fifty percent (50%) of the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  If stage 1A Auction Revenue Rights are adversely affected by any new or revised statute, 

regulation or rule issued by an entity with jurisdiction over the Office of the Interconnection, the 

Office of the Interconnection shall, to the greatest extent practicable, and consistent with any 

such statute, regulation or rule change, preserve the priority of the stage 1A Auction Revenue 

Rights for a minimum period covering the ten (10) consecutive PJM Planning Periods (“Stage 

1A Transition Period”) immediately following the implementation of any such changes, provided 

that the terms of all stage 1A Auction Revenue Rights in effect at the time the Office of the 

Interconnection implements the Stage 1A Transition Period shall be reduced by one PJM 

Planning Period during each annual stage 1A Auction Revenue Rights allocation performed 

during the Stage 1A Transition Period so that all stage 1A Auction Revenue Rights that were 

effective at the start of the Stage 1A Transition Period expire at the end of that period. 

 

(c) In stage 1B of the allocation process each Network Service User may request Auction 

Revenue Rights from the subset of the resources determined pursuant to Section 7.4.2(b) that 

were not allocated in stage 1A of the allocation process, and each Qualifying Transmission 

Customer may request Auction Revenue Rights based on the megawatts of firm service 

determined pursuant to Section 7.4.2(b) that were not allocated in stage 1A of the allocation 

process. In stage 1B of the allocation process, the sum of each Network Service User’s allocation 

Auction Revenue Rights request for a Zone must be equal to or less than the difference between 

the Network Service User’s peak load for that Zone as determined pursuant to Section 34.1 of 

the Tariff and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 

process for that Zone.  The sum of each Network Service User’s Auction Revenue Rights for 

Non-Zone Network Load must be equal to or less than the difference between one hundred 

percent (100%) of the Network Service User’s transmission responsibility for Non-Zone 

Network Load as determined pursuant to Section 7.4.2(b) and the sum of its Auction Revenue 

Rights Allocation from stage 1A of the allocation process for that Zone.  The sum of each 

Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or less than the 

difference between one hundred percent (100%) of the 
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megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 

Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 

 

(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 

iterative allocation process that consists of three rounds with up to one third of the remaining 

system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 

process will be conducted sequentially with Network Service Users and Transmission Customers 

being given the opportunity to view results of each allocation round prior to submission of 

Auction Revenue Right requests into the subsequent round.  In each round, each Network 

Service User shall designate a subset of buses from which Auction Revenue Rights will be 

sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 

external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 

Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 

Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 

described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 

Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 

Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 

User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 

company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 

elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 

each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 

for each Zone must be equal to or less than one third of the difference between the Network 

Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 

its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 

Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 

 

(e) On a daily basis within the annual Financial Transmission Rights auction period, a 

proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 

reallocated as Network Load changes from one Network Service User to another within that 

Zone. 

 

(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-

Term Firm Point-to-Point Transmission Service, used to deliver energy from a designated 

Network Resource located either outside or within the PJM Region to load located either outside 

or within the PJM Region, and that was confirmed and in effect during the historical reference 

year for the Zone in which the resource is located.  Such an agreement shall allow the Qualifying 

Transmission Customer to participate in the first stage of the allocation, but only if such 

agreement has remained in effect continuously following the historical reference year and is to 

continue in effect for the period addressed by the allocation, either by its term or by renewal or 

rollover.  The megawatts of Auction Revenue Rights the Qualifying Transmission Customer may 

request in the first stage of the allocation may not exceed the lesser of: (i) the megawatts of firm 

service between the designated Network Resource and the load delivery point (or applicable 

point at the border of the PJM Region for load located outside such region) under contract during 

the historical reference year; and (ii) the megawatts of firm service presently under contract 

between such historical reference year receipt and delivery points.  A Qualifying Transmission 

Customer may request Auction Revenue Rights in either or both of stage 1 or 2 of the allocation 
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without regard to whether such customer is subject to a charge for Firm Point-to-Point 

Transmission Service under Section 1 of Schedule 7 of the PJM Tariff (“Base Transmission 

Charge”).  A Transmission Customer that is not a Qualifying Transmission Customer may 

request Auction Revenue Rights in stage 2 of the allocation process, but only if it is subject to a 

Base Transmission Charge.  The Auction Revenue Rights that such a Transmission Customer 

may request in each round of stage 2 of the allocation process must be equal to or less than one 

third of the number of megawatts equal to the megawatts of firm service being provided between 

the receipt and delivery points as to which the Transmission Customer currently has Firm Point-

to-Point Transmission Service.  The source point of the Auction Revenue Rights must be the 

designated source point that is specified in the Transmission Service request and the sink point of 

the Auction Revenue Rights must be the designated sink point that is specified in the 

Transmission Service request.  A Qualifying Transmission Customer may request Auction 

Revenue Rights in each round of stage 2 of the allocation process in a number of megawatts 

equal to or less than one third of the difference between the number of megawatts of firm service 

being provided between the receipt and delivery points as to which the Transmission Customer 

currently has Firm Point-to-Point Transmission Service and its Auction Revenue Right 

Allocation from stage 1 of the allocation process.   

 

(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 

1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 

applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 

may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 

PJM greater than their firm service to loads in MISO. 

 

(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 

simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 

process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 

the megawatt level requested and in inverse proportion to the effect on the binding constraints. 

 

(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 

process are not feasible due to system conditions, then PJM shall increase the capability limits of 

the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 

extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 

unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 

included in all rounds of the annual allocation and auction processes and in subsequent modeling 

during the Planning Year to support any incremental allocations of Auction Revenue Rights and 

monthly and balance of the Planning Period Financial Transmission Rights auctions unless and 

to the extent those system conditions that contributed to infeasibility in the annual process are 

not extant for the time period subject to the subsequent modeling, such as would be the case, for 

example, if transmission facilities are returned to service during the Planning Year.  In these 

cases, any increase in the capability limits taken under this subsection (i) during the annual 

process will be removed from subsequent modeling to support any incremental allocations of 

Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 

Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 

feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 

limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
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For the purposes of this subsection (i), extraordinary circumstances shall mean an event of force 

majeure that reduces the capability of existing or planned transmission facilities and such 

reduction in capability is the cause of the infeasibility of such Auction Revenue Rights.  

Extraordinary circumstances do not include those system conditions and assumptions modeled in 

simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 1 of this 

Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of this subsection (i) 

that would not otherwise have been feasible, then PJM shall notify Members and post on its web 

site (a) the aggregate megawatt quantities, by sources and sinks, of such Auction Revenue Rights 

and (b) any increases in capability limits used to allocate such Auction Revenue Rights. 

 

(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 

Transmission Customers and Network Service Users serving Non-Zone Network Load may 

participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 

7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 

 

i. The relevant Transmission Service shall be used to deliver energy from a 

designated Network Resource located either outside or within the PJM 

Region to load located outside the PJM Region.  

 

ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 

effect for the stage 1A period addressed by the allocation; and 2) the 

control area in which the external load is located has similar rules for load 

external to the relevant control area. 

 

iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 

serving the load located outside the PJM Region; or 2) generation 

resources subject to a bona fide firm energy and capacity supply contract 

executed by the LSE to meet its load obligations, provided that such 

contract remains in force and effect for a minimum term of ten (10) years 

from the first effective Planning Period that follows the initial stage 1 

request. 

 

iv. For Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) , the generation resource(s) designated as source points may 

include any portion of the generating capacity of such resource(s) that is 

not, at the time of the request, already identified as a Capacity Resource. 

 

v. For Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j), at the time of the request, the 

generation resource(s) designated as source points must either be 

committed into PJM’s RPM market or be designated as part of the entity’s 
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FRR Capacity Plan for the purpose of serving the capacity requirement of 

the external load.    

 

vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 

annual Auction Revenue Rights allocation or in future stage 1A 

allocations and shall not cause megawatt flow to exceed applicable ratings 

on any other facilities in either set of conditions in the simultaneous 

feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 

vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 

allocation year with all existing stage 1 and stage 2 Auction Revenue 

Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 

year allocation model with all eligible stage 1A Auction Revenue Rights 

for each year including base load growth for each year. 

 

viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 

Planning Period shall be processed for the next annual Auction Revenue 

Rights  allocation. Requests received after November 1st shall not be 

considered for the upcoming annual Auction Revenue Rights allocation. If 

all requests are not simultaneously feasible then requests will be awarded 

on a pro-rata basis.  

 

ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 

evaluated at the same time. If all requests are not simultaneously feasible 

then requests will be awarded on a pro-rata basis. 

 

x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 

source points in subsequent annual Auction Revenue Rights allocations. 

 

xi. Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 

of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 

contract megawatt amount; or 2) the customer’s Firm Transmission 

Withdrawal Rights.  

 

xii. Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 

megawatts up to the lesser of: 1) the customer’s network service peak 

load; or 2) the customer’s Firm Transmission Withdrawal Rights.  
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xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 

megawatts authorized by subsections (xi) and (xii) of this subsection 

7.4.2(j).   

 

xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 

allowed megawatts authorized by subsections (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 

stage 1A.  

 

xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 

be equal to or less than one third of the difference between the maximum 

allowed megawatts authorized by paragraphs (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 

allocated in stage 1.  

 

xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 

amount may be replaced with an alternate resource pursuant to the process 

established in Section 7.7 of Schedule 1 of this Agreement. 

 

(k)  PJM Transmission Customers taking firm transmission service for the delivery of Direct 

Charging Energy to Energy Storage Resources are not eligible for allocation of Auction Revenue 

Rights. 

 

 

7.4.2a Bilateral Transfers of Auction Revenue Rights 

 

(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 

Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 

bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 

Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.  

 

(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 

or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 

the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 

to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 

Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 

bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 

under this Schedule.   

 

(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 

buyer any obligations associated with the Auction Revenue Rights or the right to receive an 
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allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 

Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 

bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 

the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 

Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 

right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 

attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 

Revenue Rights and remain subject to all credit requirements and obligations associated with the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 

 

(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 

Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 

associated with the Auction Revenue Right and for which payment is not made to 

PJMSettlement by the buyer under such a bilateral transfer.   

 

(e) All payments and related charges associated with such a bilateral contract shall be 

arranged between the parties to such bilateral contract and shall not be billed or settled by 

PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 

Members will not assume financial responsibility for the failure of a party to perform obligations 

owed to the other party under such a bilateral contract reported to the Office of the 

Interconnection under this Schedule.   

 

(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 

be resolved solely between the buyer and the seller.  

 

7.4.3 Target Allocation of Auction Revenue Right Credits. 

 

(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 

Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 

annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 

four and multiplied by the price differences for the receipt and delivery points associated with 

the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 

minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 

delivery point is determined by the clearing prices of each round of the annual Financial 

Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 

Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 

entity’s Auction Revenue Rights. 

 

(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 

Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 

be determined on a monthly basis for each month in a Planning Period beginning with the month 

the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 

Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 

equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 

differential between the source and sink nodes of the corresponding FTR obligation in each 
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prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 

Rights through the end of the relevant Planning Period. 

 

7.4.4 Calculation of Auction Revenue Right Credits. 

 

(a) Each day, the total of all the daily Target Allocations determined as specified above in 

Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 

day shall be compared to the total revenues of all applicable monthly Financial Transmission 

Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 

annual Financial Transmission Rights auction (divided by the number of days in the Planning 

Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 

Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 

Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 

pursuant to Section 5.2.6. 

 

(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 

of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 

to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 

positive Target Allocation value. Auction Revenue Rights which have a negative Target 

Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 

Right Credit. 

 

(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 

Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 

charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 

all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 

allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 

assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 

Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 

pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 

Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 

Allocation. 
 



 

Page 55 

5.11 Posting of Information Relevant to the RPM Auctions 

 

 a) In accordance with the schedule provided in the PJM Manuals, PJM will post the 

following information for a Delivery Year prior to conducting the Base Residual Auction for 

such Delivery Year: 

 

i) The Preliminary PJM Region Peak Load Forecast (for the PJM Region, 

and allocated to each Zone); 

 

ii) The PJM Region Installed Reserve Margin, the Pool-wide average 

EFORd, the Forecast Pool Requirement, and all applicable Capacity Import Limits; 

 

iii) For the Delivery Years through May 31, 2018, the Demand Resource 

Factor; 

 

iv) The PJM Region Reliability Requirement, and the Variable Resource 

Requirement Curve for the PJM Region, including the details of any adjustments to account for 

Price Responsive Demand and any associated PRD Reservation Prices; 

 

v) The Locational Deliverability Area Reliability Requirement and the 

Variable Resource Requirement Curve for each Locational Deliverability Area for which a 

separate Variable Resource Requirement Curve has been established for such Base Residual 

Auction, including the details of any adjustments to account for Price Responsive Demand and 

any associated PRD Reservation Prices, and the CETO and CETL values for all Locational 

Deliverability Areas; 

 

vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the 

Minimum Annual Resource Requirement and the Minimum Extended Summer Resource 

Requirement for the PJM Region and for each Locational Deliverability Area for which PJM is 

required under Tariff, Attachment DD, section 5.10(a) to establish a separate VRR Curve for 

such Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and 

the Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability 

Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a 

separate VRR Curve for such Delivery Year.  For the 2018/2019 and 2019/2020 Delivery Years, 

the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints 

and the Base Capacity Resource Constraints for the PJM Region and for each Locational 

Deliverability Area for which the Office of the Interconnection is required under Tariff, 

Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year; 

 

vii) Any Transmission Upgrades that are expected to be in service for such 

Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies 

the project development milestones set forth in Tariff, Attachment DD, section 5.11A; 

 

viii) The bidding window time schedule for each auction to be conducted for 

such Delivery Year; and 
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ix) The Net Energy and Ancillary Services Revenue Offset values for the 

PJM Region for use in the Variable Resource Requirement Curves for the PJM Region and each 

Locational Deliverability Area for which a separate Variable Resource Requirement Curve has 

been established for such Base Residual Auction. 

 

 b) The information listed in (a) will be posted and applicable for the First, Second, 

Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent 

updated or adjusted as required by other provisions of this Tariff.   

 

 c) In accordance with the schedule provided in the PJM Manuals, PJM will post the 

Final PJM Region Peak Load Forecast and the allocation to each zone of the obligation resulting 

from such final forecast, following the completion of the final Incremental Auction (including 

any Conditional Incremental Auction) conducted for such Delivery Year;  

 

 d) In accordance with the schedule provided in the PJM Manuals, PJM will advise 

owners of Generation Capacity Resources of the updated EFORd values for such Generation 

Capacity Resources prior to the conduct of the Third Incremental Auction for such Delivery 

Year. 

 

 e) After conducting the Reliability Pricing Model Auctions, PJM will post the results 

of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA 

Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price 

equal to or less than the applicable Base Residual Auction clearing price.  The posted results 

shall include graphical supply curves that are (a) provided for the entire PJM Region, (b) 

provided for any Locational Deliverability Area for which there are four (4) or more suppliers, 

and (c) developed using a formulaic approach to smooth the curves using a statistical technique 

that fits a smooth curve to the underlying supply curve data while ensuring that the point of 

intersection between supply and demand curves is at the market clearing price.   

 

If PJM discovers a potential error in the initial posting of auction results for a particular 

Reliability Pricing Model Auction, it shall notify Market Participants as soon as possible after it 

is found, but in no event later than 5:00 p.m. of the fifth Business Day following the initial 

publication of the results of the auction.  After this initial notification, if PJM determines it is 

necessary to post modified results, it shall provide notification of its intent to do so,  along with a 

description detailing the cause and scope of the error, by no later than 5:00 p.m. of the seventh 

Business Day following the initial publication of the results of the auction.  The provided 

description will not contain information that is market sensitive or confidential.  Thereafter, PJM 

must post on its Web site any corrected auction results by no later than 5:00 p.m. of the tenth 

Business Day following the initial publication of the results of the auction. Should any of the 

above deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 

publicly noticed review by the FERC.   

 



 
 
 
 
 
 

Section(s) of the  
PJM Operating Agreement  

 
(Clean Format) 
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1.10 Scheduling. 

 

1.10.1 General. 

 

(a) The Office of the Interconnection shall administer scheduling processes to implement a 

Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be the 

Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market and 

the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party to 

bilateral transactions between Market Participants or with respect to a Generating Market 

Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 

Buyer’s Equivalent Load.  

 

(b) The Day-ahead Energy Market shall enable Market Participants to purchase and sell 

energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 

Transmission Customers to reserve transmission service with Transmission Congestion Charges 

and Transmission Loss Charges based on locational differences in Day-ahead Prices.  Up-to 

Congestion Transactions submitted in the Day-ahead Energy Market shall not require 

transmission service and Transmission Customers shall not reserve transmission service for such Up-

to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 

Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 

obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 

Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 

 

(c) (i) In the Real-time Energy Market, Market Participants that deviate from the 

amounts of energy purchases or sales scheduled in the Day-ahead Energy Market shall be 

obligated to purchase or sell energy for the amount of the deviations at the applicable Real-time 

Prices or price differences, unless otherwise specified by this Schedule. 

 

(ii) In the Real-time Energy Market, Transmission Customers that deviate from the 

transmission uses, scheduled in the Day-ahead Energy Market shall be obligated to pay 

Transmission Congestion Charges and Transmission Loss Charges for the amount of the 

deviations at the applicable Real-time Prices or price differences, unless otherwise specified by 

this Schedule. 

 

(iii) Market Participants that deviate in real-time from the amounts of Secondary 

Reserve, Non-Synchronized Reserve, or Synchronized Reserve sales, scheduled day-ahead shall 

be obligated to purchase Secondary Reserve, Non-Synchronized Reserve, or Synchronized 

Reserve for the amount of the deviations at the applicable Real-time Prices or price differences, 

unless otherwise specified by this Schedule. 

 

(d) The following scheduling procedures and principles shall govern the commitment of 

resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 

extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 

the day-ahead and hourly scheduling process, through which the Office of the Interconnection 

determines the Day-ahead Energy Market and determines, based on changing forecasts of 

conditions and actions by Market Participants and system constraints, a plan to serve the hourly 
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energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 

External Market Buyers in the least costly manner, subject to maintaining the reliability of the 

PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 

subject to the procedures of Operating Agreement, Schedule 1, section 1.13.  Scheduling shall be 

conducted as specified in section 1.10.1A below, subject to the following condition.  If the 

Office of the Interconnection’s forecast for the next seven days projects a likelihood of 

Emergency conditions, the Office of the Interconnection may commit, for all or part of such 

seven day period, to the use of generation resources with notification or start-up times greater 

than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 

the Market Sellers’ offers for such units for such periods and the specifications in the PJM 

Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 

an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 

hours of operation for the duration of any portion of such commitment that exceeds the 

maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 

Weather Alerts, consistent with Operating Agreement, Schedule 1, section 3.2.3 and Operating 

Agreement, Schedule 1, section 6.6. 

 

1.10.1A   Day-ahead and Real-time Energy Market Scheduling.  

 

The following actions shall occur not later than 11:00 a.m. on the day before the Operating Day 

for which transactions are being scheduled, or such other deadline as may be specified by the 

Office of the Interconnection in order to comply with the practical requirements and the 

economic and efficiency objectives of the scheduling process specified in this Schedule. 

 

(a) Each Market Participant may submit to the Office of the Interconnection specifications of 

the amount and location of its customer loads and/or energy purchases to be included in the Day-

ahead Energy Market for each hour of the next Operating Day, such specifications to comply 

with the requirements set forth in the PJM Manuals.  Each Market Buyer shall inform the Office 

of the Interconnection of the prices, if any, at which it desires not to include its load in the Day-

ahead Energy Market rather than pay the Day-ahead Price.  PRD Providers that have committed 

Price Responsive Demand in accordance with the Reliability Assurance Agreement shall submit 

to the Office of the Interconnection, in accordance with procedures specified in the PJM 

Manuals, any desired updates to their previously submitted PRD Curves, provided that such 

updates are consistent with their Price Responsive Demand commitments, and provided further 

that PRD Providers that are not Load Serving Entities for the Price Responsive Demand at issue 

may only submit PRD Curves for the Real-time Energy Market.  Price Responsive Demand that 

has been committed in accordance with the Reliability Assurance Agreement shall be presumed 

available for the next Operating Day in accordance with the most recently submitted PRD Curve 

unless the PRD Curve is updated to indicate otherwise.  PRD Providers may also submit PRD 

Curves for any Price Responsive Demand that is not committed in accordance with the 

Reliability Assurance Agreement; provided that PRD Providers that are not Load Serving 

Entities for the Price Responsive Demand at issue may only submit PRD Curves for the Real-

time Energy Market.  All PRD Curves shall be on a PRD Substation basis, and shall specify the 

maximum time period required to implement load reductions.    
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(b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  

(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 

Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such 

self-scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 

intent not to reduce output. 

 

(c) All Market Participants shall submit to the Office of the Interconnection schedules for 

any energy exports, energy imports, and wheel through transactions involving use of generation 

or Transmission Facilities as specified below, and shall inform the Office of the Interconnection 

if the transaction is to be scheduled in the Day-ahead Energy Market.  Any Market Participant 

that elects to schedule an export, import or wheel through transaction in the Day-ahead Energy 

Market may specify the price (such price not to exceed $2,000/MWh), if any, at which the 

export, import or wheel through transaction will be wholly or partially curtailed.  The foregoing 

price specification shall apply to the applicable interface pricing point.  Any Market Participant 

that elects not to schedule its export, import or wheel through transaction in the Day-ahead 

Energy Market shall inform the Office of the Interconnection if the parties to the transaction are 

not willing to incur Transmission Congestion and Loss Charges in the Real-time Energy Market 

in order to complete any such scheduled  transaction.  Such transactions in the Real-time Energy 

Market, other than Coordinated Transaction Schedules and emergency energy sales and 

purchases, may specify a price up to $2,000/MWh.  Scheduling of such transactions shall be 

conducted in accordance with the specifications in the PJM Manuals and the following 

requirements: 

 

i) Market Participants shall submit schedules for all energy purchases for 

delivery within the PJM Region, whether from resources inside or outside 

the PJM Region; 

 

ii) Market Participants shall submit schedules for exports for delivery outside 

the PJM Region from resources within the PJM Region that are not 

Dynamic Transfers to such entities pursuant to Operating Agreement, 

Schedule 1, section 1.12; and 

 

iii) In addition to the foregoing schedules for exports, imports and wheel 

through transactions, Market Participants shall submit confirmations of 

each scheduled transaction from each other party to the transaction in 

addition to the party submitting the schedule, or the adjacent Control Area. 

 

(c-1) A Market Participant may elect to submit in the Day-ahead Energy Market a form of 

Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the same 

megawatt quantity of energy at a sink where such transaction specifies the maximum difference 

between the Locational Marginal Prices at the source and sink.  The Office of Interconnection 

will schedule these transactions only to the extent this difference in Locational Marginal Prices is 

within the maximum amount specified by the Market Participant.  A Virtual Transaction of this 

type is referred to as an “Up-to Congestion Transaction.”  Such Up-to Congestion Transactions 

may be wholly or partially scheduled depending on the price difference between the source and 

sink locations in the Day-ahead Energy Market.  The maximum difference between the source 
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and sink prices that a participant may specify shall be limited to +/- $50/MWh.  The foregoing 

price specification shall apply to the price difference between the specified source and sink in the 

day-ahead scheduling process only.  An accepted Up-to Congestion Transaction results in 

scheduled injection at a specified source and scheduled withdrawal of the same megawatt 

quantity at a specified sink in the Day-ahead Energy Market.  

 

(c–2) A Market Participant may elect to submit an Increment Offer and/or Decrement Bid form 

of Virtual Transaction in the Day-ahead Energy Market and shall specify the price for such 

transaction which shall be limited to $2,000/megawatt-hour. 

 

 (c-3) Up-to Congestion Transactions may only be submitted at hubs, Residual Metered Load 

and interfaces not described in Tariff, Attachment K-Appendix, section 2.6A(b).  Increment 

Offers and Decrement Bids may be only submitted at hubs, nodes at which physical generation 

or load is settled, Residual Metered Load and interfaces not described in Tariff, Attachment K-

Appendix, section 2.6A(b). 

 

(d) Market Sellers in the Day-ahead Energy Market shall submit offers for the supply of 

energy, demand reductions, or other services for the following Operating Day for each clock 

hour for which the Market Seller desires or is required to make its resource available to the 

Office of the Interconnection.  Offers for the supply of energy may be cost-based, market-based, 

or both, and may vary hourly.  Offers shall be submitted to the Office of the Interconnection in 

the form specified by the Office of the Interconnection and shall contain the information 

specified in the Office of the Interconnection’s Offer Data specification, this section 1.10.1A(d), 

section 1.10.9B below, Operating Agreement, Schedule 2, and the PJM Manuals, as applicable.  

Market Sellers owning or controlling the output of a Generation Capacity Resource that is  

committed as a Capacity Resource under Tariff,  Attachment DD or RAA, Schedule 8.1, and that 

has not been rendered unavailable by a Generator Planned Outage, a Generator Maintenance 

Outage, or a Generator Forced Outage shall submit offers for the available capacity of such 

Generation Capacity Resource, including any portion that is self-scheduled by the Generating 

Market Buyer.  Such offers shall be based on the ICAP equivalent of the Market Seller’s cleared 

UCAP capacity commitment, provided, however, where the underlying resource is a Capacity 

Storage Resource or an Intermittent Resource, the Market Seller shall satisfy the must offer 

requirement by either self-scheduling or offering the unit as a dispatchable resource, in 

accordance with the PJM Manuals, where the hourly day-ahead self-scheduled values for such 

Capacity Storage Resources and Intermittent Resources may vary hour to hour from the capacity 

commitment.  Any offer not designated as a Maximum Emergency offer shall be considered 

available for scheduling and dispatch under both Emergency and non-Emergency conditions.  

Offers may only be designated as Maximum Emergency offers to the extent that the Generation 

Capacity Resource falls into at least one of the following categories:   

 

i)   Environmental limits.  If the resource has a limit on its run hours imposed 

by a federal, state, or other governmental agency that will significantly 

limit its availability, on either a temporary or long-term basis.  This 

includes a resource that is limited to operating only during declared PJM 

capacity emergencies by a governmental authority. 
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ii) Fuel limits.  If physical events beyond the control of the resource owner 

result in the temporary interruption of fuel supply and there is limited on-

site fuel storage.  A fuel supplier’s exercise of a contractual right to 

interrupt supply or delivery under an interruptible service agreement shall 

not qualify as an event beyond the control of the resource owner. 

 

iii) Temporary emergency conditions at the unit.  If temporary emergency 

physical conditions at the resource significantly limit its availability.  

  

iv) Temporary megawatt additions.  If a resource can provide additional 

megawatts on a temporary basis by oil topping, boiler over-pressure, or 

similar techniques, and such megawatts are not ordinarily otherwise 

available. 

 

The submission of offers for resource increments that are not committed as a Capacity Resource 

under Tariff, Attachment DD or RAA, Schedule 8.1 shall be optional, but any such offers must 

contain the information specified in the Office of the Interconnection’s Offer Data specification, 

Operating Agreement, Schedule 1, sections 1.10.1A(d), and 1.10.9B, Operating Agreement, 

Schedule 2, and the PJM Manuals, as applicable.  Energy offered from generation resources that 

are not committed as a Capacity Resource under Tariff, Attachment DD or RAA, Schedule 8.1 

shall not be supplied from resources that are included in or otherwise committed to supply the 

Operating Reserves of a Control Area outside the PJM Region.   

 

The foregoing offers:  

 

i) Shall specify the Generation Capacity Resource or Economic Load 

Response Participant resource and energy or demand reduction amount, 

respectively, for each clock hour in the offer period;  

 

ii) Shall specify the amounts and prices for each clock hour during the entire 

Operating Day for each resource component offered by the Market Seller 

to the Office of the Interconnection; 

 

iii) May specify for generation resources offer parameters for each clock hour 

during the entire Operating Day, as applicable and in accordance with 

section 1.10.9B below, including: (1) Minimum Run Time; (2) maximum 

run time; (3) Start-up Costs; (4) No-load Costs; (5) Incremental Energy 

Offer; (6) notification time; (7) availability; (8) ramp rate; (9) Economic 

Minimum; (10) Economic Maximum; (11) emergency minimum MW; 

(12) emergency maximum MW; (13) Synchronized Reserve maximum 

MW; (14) Secondary Reserve maximum MW; and (15) condense to 

generation time constraints, and may specify offer parameters for 

Economic Load Response Participant resources for each clock hour 

during the entire Operating Day, as applicable and in accordance with 

section 1.10.9B below, including: (1) minimum down time; (2) shutdown 
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costs; (3) Incremental Energy Offer; (4) notification time; (5) Economic 

Minimum; and (6) Economic Maximum; 

 

iv) Shall set forth any special conditions upon which the Market Seller 

proposes to supply a resource increment, including any curtailment rate 

specified in a bilateral contract for the output of the resource, or any 

cancellation fees; 

 

v) May include a schedule of offers for prices and operating data contingent 

on acceptance by the deadline specified in this Schedule, with  additional 

schedules applicable if accepted after the foregoing deadline; 

 

vi) Shall constitute an offer to submit the resource increment to the Office of 

the Interconnection for scheduling and dispatch in accordance with the 

terms of the offer for the clock hour, which offer shall remain open 

through the Operating Day, for which the offer is submitted, unless the 

Market Seller a) submits a Real-time Offer for the applicable clock hour, 

or b) updates the availability of its offer for that hour, as further described 

in the PJM Manuals; 

 

vii) Shall be final as to the price or prices at which the Market Seller proposes 

to supply energy or other services to the PJM Interchange Energy Market, 

such price or prices being guaranteed by the Market Seller for the period 

extending through the end of the following Operating Day, unless 

modified after the close of the Day-ahead Energy Market as permitted 

pursuant to sections 1.10.9A or 1.10.9B below;  

 

viii) Shall not exceed an energy offer price of $1,000/megawatt-hour for all 

generation resources, except (1) when a Market Seller’s cost-based offer is 

above $1,000/megawatt-hour and less than or equal to $2,000/megawatt-

hour, then its market-based offer must be less than or equal to the cost-

based offer; and (2) when a Market Seller’s cost-based offer is greater than 

$2,000/megawatt-hour, then its market-based offer must be less than or 

equal to $2,000/megawatt-hour;  

 

ix) Shall not exceed a demand reduction offer price of $1,000/megawatt-hour, 

except when an Economic Load Response Participant submits a cost-

based offer that includes an incremental cost component that is above 

$1,000/megawatt-hour, then its market-based offer must be less than or 

equal to the cost-based offer but in no event greater than 

$2,000/megawatt-hour;  

 

x) Shall not exceed an offer price as follows for Emergency Load Response 

and Pre-Emergency Load Response participants with: 
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 a) a 30 minute lead time, pursuant to Tariff, Attachment DD-1, section 

A.2, and the parallel provisions of RAA, Schedule 6, $1,000/megawatt-

hour, plus the applicable Reserve Penalty Factor for the Primary Reserve 

Requirement, minus $1.00; 

 

 b) an approved 60 minute lead time, pursuant to Tariff, Attachment DD-1, 

section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,000/megawatt-hour, plus [the applicable Reserve Penalty Factor for the 

Primary Reserve Requirement divided by 2]; and 

 c) an approved 120 minute lead time, pursuant to Tariff, Attachment DD-

1, section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,100/megawatt hour; and 

 

xi) Shall not exceed an offer price as follows for Emergency Load Response 

and Pre-Emergency Load Response participants with: 

 

a) a 30 minute lead time, pursuant to Tariff, Attachment DD-1, 

section A.2 and the parallel provision of RAA, Schedule 6, 

$1,849/megawatt-hour; 

 

b) an approved 60 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provision of RAA, Schedule 6, 

$1,425/megawatt-hour; and 

 

c) an approved 120 minute lead time, pursuant to Tariff, Attachment 

DD-1, section A.2 and the parallel provisions of RAA, Schedule 6, 

$1,100/megawatt-hour; and 

 

 xi)  Shall not exceed an energy offer price of $0.00/MWh for pumped storage 

hydropower units scheduled by the Office of the Interconnection pursuant 

to the hydro optimization tool in the Day-ahead Energy Market. 

 

(e) A Market Seller that wishes to make a resource available to sell Regulation service shall 

submit an offer for Regulation for each clock hour for which the Market Seller desires to make 

its resource available to the Office of the Interconnection to provide Regulation that shall specify 

the megawatts of Regulation being offered, which must equal or exceed 0.1 megawatts, the 

Regulation Zone for which such Regulation is offered, the price of the capability offer in dollars 

per MW, the price of the performance offer in Dollars per change in MW, and such other 

information specified by the Office of the Interconnection as may be necessary to evaluate the 

offer and the resource’s opportunity costs.  Such offers may vary hourly, and may be updated 

each hour, up to 65 minutes before the applicable clock hour during the Operating Day.  The 

total of the performance offer multiplied by the historical average mileage used in the market 

clearing plus the capability offer shall not exceed $100/megawatt-hour in the case of Regulation 

offered for all Regulation Zones.  In addition to any market-based offer for Regulation, the 

Market Seller also shall submit a cost-based offer.  A cost-based offer must be in the form 
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specified in the PJM Manuals and consist of the following components as well as any other 

components specified in the PJM Manuals: 

 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 

rate increase resulting from operating the unit at lower megawatt output 

incurred from the provision of Regulation shall apply to the capability 

offer; 

 

ii.  The cost increase (in $/∆MW) in costs associated with movement of the 

regulation resource incurred from the provision of Regulation shall apply 

to the performance offer; and 

 

iii.  An adder of up to $12.00 per megawatt of Regulation provided applied to 

the capability offer. 

 

Qualified Regulation capability must satisfy the measurement and verification tests specified in 

the PJM Manuals. 

 

(f) Each Market Seller owning or controlling the output of a Generation Capacity Resource 

committed to service of PJM loads under the Reliability Pricing Model or Fixed Resource 

Requirement Alternative shall submit a forecast of the availability of each such Generation 

Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-binding 

forecast of the price at which it expects to offer a generation resource increment to the Office of 

the Interconnection over the next seven days, and (ii) shall submit a binding offer for energy, 

along with Start-up Costs and No-load Costs, if any, for the next seven days or part thereof, for 

any generation resource with minimum notification or start-up requirement greater than 24 

hours.  Such resources committed by the Office of the Interconnection will not receive Operating 

Reserve Credits nor otherwise be made whole for its hours of operation for the duration of any 

portion of such commitment that exceeds the maximum start-up and notification times for such 

resources during Hot Weather Alerts and Cold Weather Alerts, consistent with Operating 

Agreement, Schedule 1, section 3.2.3 and Operating Agreement, Schedule 1, section 6.6. 

 

(g) Each component of an offer by a Market Seller of a Generation Capacity Resource that is 

constant for the entire Operating Day and does not vary hour to hour shall remain in effect for 

subsequent Operating Days until superseded or canceled. 

 

(h) The Office of the Interconnection shall post the total hourly loads scheduled in the Day-

ahead Energy Market, as well as, its estimate of the combined hourly load of the Market Buyers 

for the next four days, and peak load forecasts for an additional three days. 

 

(i) Except for Economic Load Response Participants, all Market Participants may submit 

Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual Transactions 

must comply with the requirements set forth in the PJM Manuals and must specify amount, 

location and price, if any, at which the Market Participant desires to purchase or sell energy in 

the Day-ahead Energy Market.  The Office of the Interconnection may require that a market 

participant shall not submit in excess of a defined number of bid/offer segments in the Day-
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ahead Energy Market, as specified in the PJM Manuals, when the Office of the Interconnection 

determines that such limit is required to avoid or mitigate significant system performance 

problems related to bid/offer volume. Notice of the need to impose such limit shall be provided 

prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  For purposes 

of this provision, a bid/offer segment is each pairing of price and megawatt quantity submitted as 

part of an Increment Offer or Decrement Bid.  For purposes of applying this provision to an Up-

to Congestion Transaction, a bid/offer segment shall refer to the pairing of a source and sink 

designation, as well as price and megawatt quantity, that comprise each Up-to Congestion 

Transaction. 

 

(j) (i) Offers to Supply Synchronized and Non-Synchronized Reserves By Generation 

Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Market Sellers owning or controlling the output of a Generation Capacity 

Resource that was committed in an FRR Capacity Plan, self-supplied, offered and 

cleared in a Base Residual Auction or Incremental Auction, or designated as 

replacement capacity, as specified in Tariff, Attachment DD, is capable of 

providing Synchronized Reserve or Non-Synchronized Reserve as specified in the 

PJM Manuals, and has not been rendered unavailable by a Generator Planned 

Outage, a Generator Maintenance Outage, or a Generator Forced Outage, shall 

submit offers or otherwise make their 10-minute reserve capability available to 

supply Synchronized Reserve or, as applicable, Non-Synchronized Reserve, 

including any portion that is self-scheduled by the Generating Market Buyer, in 

an amount equal to the available 10-minute reserve capability of such Generation 

Capacity Resource.  Market Sellers of Generation Capacity Resources subject to 

this must-offer requirement that do not make the reserve capability of such 

resources available when such resource is able to operate with a dispatchable 

range (e.g. through offering a fixed output) will be in violation of this provision. 

 

(2)  Market Sellers of all other generation resources that (A) are capable of 

providing Synchronized Reserve or Non-Synchronized Reserve, as specified in the 

PJM Manuals, (B) are located within the metered boundaries of the PJM Region, 

and (C) have submitted offers for the supply of energy into the Day-ahead Energy 

Market and/or Real-time Energy Market shall be deemed to have made their 

reserve capability available to provide Synchronized Reserve or Non-

Synchronized Reserve in the Day-ahead Energy Market and/or Real-time Energy 

Market for each clock hour for which the Market Seller submits an available offer 

to supply energy; provided, however that hydroelectric generation resources and 

Energy Storage Resources are not automatically deemed available to provide 

reserves based on the submission of an available energy offer but may submit 

offers to supply Synchronized Reserve and Non-Synchronized Reserve, as 

applicable.     

 

(3) Offers for the supply of Synchronized Reserve by all generation resources 

must be cost-based.  Consistent with the resource’s offer to supply energy, such 

offers may vary hourly and may be updated each hour up to 65 minutes before the 
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applicable clock hour during the Operating Day.  Offers shall be submitted to the 

Office of the Interconnection in the form specified by the Office of the 

Interconnection and shall contain the information specified in the Office of the 

Interconnection’s Offer Data specification, this section 1.10.1A, section 1.10.9B 

below, and the PJM Manuals, as applicable.  For offers to supply Synchronized 

Reserve, the offer price shall not exceed the expected value of the penalty for 

failing to provide Synchronized Reserve, where such expected value shall be 

recalculated annually, in accordance with the PJM Manuals, and posted on 

PJM’s website. The expected value of the penalty is calculated as the product of: 

(A) the average penalty, expressed in $/MWh, multiplied by (B) the average rate 

of non-performance during Synchronized Reserve events multiplied by (C) the 

probability a Synchronized Reserve event that will qualify for non-performance 

assessments will occur. 

 

The expected value of the penalty shall be determined by an annual review 

of the twelve-month period ending October 31 of the calendar year in which the 

review is performed.  The Office of the Interconnection shall post the results of its 

annual review by no later than December 15, and the revised offer price cap shall 

be effective as of the following January 1; provided, however, that at the time of 

implementation of this rule the expected value of the penalty shall be $0.02/MWh, 

and for the period from the second month after implementation through the 

second January 1 following such date of implementation, the expected value of 

the penalty shall be recalculated on a monthly basis using data from the 

implementation date of this rule through the 15th day of the current month, and 

the revised value shall be effective the 1st day of the following month.   

 

(4) All Non-Synchronized Reserve offers shall be for $0.00/MWh.  Consistent 

with the resource’s offer to supply energy, such offers may vary hourly and may 

be updated each hour up to 65 minutes before the applicable clock hour during 

the Operating Day.  Offers shall be submitted to the Office of the Interconnection 

in the form specified by the Office of the Interconnection and shall contain the 

information specified in the Office of the Interconnection’s Offer Data 

specification, this subsection (d) of this section 1.10.1A(d), section 1.10.9B below, 

and the PJM Manuals, as applicable.   

  

(ii) Determination of Available Synchronized Reserve Capability of Generation 

Resources 

 

(1)  For each offer to supply reserves by a synchronized resource, the Office of 

the Interconnection shall determine the MW of available Synchronized Reserve 

capability offered in the Day-ahead Energy Market and Real-time Energy Market, 

in accordance with the PJM Manuals; except, however, that the Office of the 

Interconnection will not make such determination for hydroelectric generation 

resources or Energy Storage Resources.  Hydroelectric generation resources and 

Energy Storage Resources may submit offers for their available Synchronized 

Reserve capability as part of their offer into the Synchronized Reserve market, 
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provided that such offer equals or exceeds 0.1 MW; however, any such resource 

which is subject to the must offer requirements in section 1.10.1A(j)(i) above must 

submit a Synchronized Reserve offer which specifies the MW of available 

Synchronized Reserve capability in order to remain compliant with such 

requirements. 

 

(2) An on-line generation resource’s available Synchronized Reserve 

capability, except for generation resources capable of synchronous condensing, 

shall be determined in accordance with the PJM Manuals and based on the 

resource’s current performance and initial energy output and the following offer 

parameters submitted as part of the resource’s energy offer:  (A) ramp rate; (B) 

Economic Minimum; and (C) the lesser of Economic Maximum and Synchronized 

Reserve maximum MW, where Synchronized Reserve maximum MW may be lower 

than the Economic Maximum only where the Market Seller has, in accordance 

with the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating configuration 

that prevents it from reliably providing Synchronized Reserves above the 

Synchronized Reserve maximum MW.   

 

For generation resources capable of synchronous condensing, the 

resource’s available Synchronized Reserve capability shall be based on the 

following offer parameters submitted as part of the resource’s energy offer:  (D) 

ramp rate; (E) condense to generation time constraints; (F) Economic Minimum; 

and (G) the lesser of Economic Maximum and Synchronized Reserve maximum 

MW, where Synchronized Reserve maximum MW may be lower than the 

Economic Maximum only where the Market Seller has, in accordance with the 

procedures set forth in the PJM Manuals, submitted justification to the Office of 

the Interconnection that the resource has an operating configuration that prevents 

it from reliably providing Synchronized Reserves above the Synchronized Reserve 

maximum MW.   

 

(iii) Determination of Available Non-Synchronized Reserve Capability of Generation 

Resources 

 

(1)  For each offer to supply reserves by an off-line generation resource, the 

Office of the Interconnection shall determine the MW of available Non-

Synchronized Reserve capability offered in the Day-ahead Energy Market and 

Real-time Energy Market in accordance with the PJM Manuals; except, however, 

that the Office of the Interconnection will not make such determination for 

hydroelectric generation resources or Energy Storage Resources. Such 

hydroelectric generation resources or Energy Storage Resources may submit 

offers for their available Non-Synchronized Reserve capability as part of their 

offer into the Non-Synchronized Reserve market, provided that such offer equals 

or exceeds 0.1 MW; however, any such resource which is subject to the must offer 

requirements in section 1.10.1A(j)(i) above must submit a Non-Synchronized 
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Reserve offer which specifies the MW of available Non-Synchronized Reserve 

capability in order to remain compliant with such requirements. 

 

(2) An off-line generation resource’s available Non-Synchronized Reserve 

capability shall be determined in accordance with the PJM Manuals and based on 

the following offer parameters submitted as part of the resource’s energy offer:  

(A) startup time; (B) notification time; (C) ramp rate; (D) Economic Minimum; 

and (E) the lesser of Economic Maximum and Synchronized Reserve maximum 

MW, where Synchronized Reserve maximum MW may be lower than the 

Economic Maximum only where the Market Seller has, in accordance with the 

procedures set forth in the PJM Manuals, submitted justification to the Office of 

the Interconnection that the resource has an operating configuration that prevents 

it from reliably providing Non-Synchronized Reserves above its Synchronized 

Reserve maximum MW.  

 

(iv)  Offers to Supply Synchronized Reserves by Economic Load Response Participant 

Resources in the Day-ahead and Real-time Reserve Markets 

 

(1) Economic Load Response Participants that submit offers to reduce 

demand into the Day-ahead Energy Market and Real-time Energy Market and 

wish to make their resources available to supply Synchronized Reserve may 

submit offers to supply Synchronized Reserve from such resources, where such 

offers shall specify the megawatts of Synchronized Reserve being offered, which 

must equal or exceed 0.1 megawatts and such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day.   

 

(2) All offers to supply Synchronized Reserve offers from Economic Load 

Response Participant resources shall not exceed the expected value of the penalty 

for failing to provide Synchronized Reserve, as determined in accordance with 

section 1.10.1A(j)(i)(3) above.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this section 1.10.1A(d), section 1.10.9B below, and the PJM 

Manuals, as applicable.   

 

(k) An Economic Load Response Participant that wishes to participate in the Day-ahead 

Energy Market by reducing demand shall submit an offer to reduce demand to the Office of the 

Interconnection for each clock hour for which the Economic Load Response Participant desires 

to make its resource available to the Office of the Interconnection to reduce demand.  The offer 

must equal or exceed 0.1 megawatts, may vary hourly, and shall specify:  (i) the amount of the 

offered curtailment in minimum increments of .1 megawatts: (ii) the Day-ahead Locational 

Marginal Price above which the end-use customer will reduce load, subject to section 

1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, shutdown costs 

associated with reducing load, including direct labor and equipment costs, opportunity costs, 
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and/or a minimum of number of contiguous hours for which the load reduction must be 

committed.  Such offers may be updated each hour, up to 65 minutes before the applicable clock 

hour during the Operating Day.  Economic Load Response Participants submitting offers to 

reduce demand in the Day-ahead Energy Market may establish an incremental offer curve, 

provided that such offer curve shall be limited to ten price pairs (in MWs) per hour. 

 

(l) Market Sellers owning or controlling the output of an Economic Load Response 

Participant resource that was committed in an FRR Capacity Plan, or that was self-supplied or 

that offered and cleared in a Base Residual Auction or Incremental Auction, may submit demand 

reduction bids for the available load reduction capability of the Economic Load Response 

Participant resource.  The submission of demand reduction bids for Economic Load Response 

Participant resource increments that were not committed in an FRR Capacity Plan, or that have 

not cleared in a Base Residual Auction or Incremental Auction, shall be optional, but any such 

bids must contain the information required to be included in such bids, as specified in the PJM 

Economic Load Response Program.  An Economic Load Response Participant resource that was 

committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 

Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 

Energy Market as specified in the Economic Load Response Program; provided, however, that in 

the event of an Emergency PJM shall require Economic Load Response Participant resources to 

reduce load, notwithstanding that the Zonal LMP at the time such Emergency is declared is 

below the price identified in the demand reduction bid.   

 

(m) (i) Offers to Supply Secondary Reserve By Generation Resources 

 

(1) Market Sellers owning or controlling the output of a Generation Capacity 

Resource that was committed in an FRR Capacity Plan, self-supplied, offered and 

cleared in a Base Residual Auction or Incremental Auction, or designated as 

replacement capacity, as specified in Tariff, Attachment DD, that is available for 

energy, is capable of providing Secondary Reserve, as specified in the PJM 

Manuals, and has not been rendered unavailable by a Generator Planned 

Outage, a Generator Maintenance Outage, or a Generator Forced Outage shall 

submit offers to supply Secondary Reserve, or otherwise make their Secondary 

Reserve capability available.  Such offers shall be for an amount equal to the 

resource’s available energy output achievable within thirty minutes (less its 

energy output achievable within ten minutes) from a request of the Office of the 

Interconnection.  Market Sellers of Generation Capacity Resources subject to this 

must-offer requirement that do not make the reserve capability of such resources 

available when such resource is able to operate with a dispatchable range (e.g. 

through offering a fixed output) will be in violation of this provision. 

 

(2)  Market Sellers of all other generation resources located within the 

metered boundaries of the PJM Region that submit offers for the supply of energy 

into the Day-ahead Energy Market and/or Real-time Energy Market and are 

capable of providing Secondary Reserve, as specified in the PJM Manuals, shall 

be deemed to have made their reserve capability available to provide Secondary 

Reserve in the Day-ahead Energy Market and/or Real-time Energy Market for 
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each clock hour for which the Market Seller submits an available offer to supply 

energy; provided, however that hydroelectric generation resources and Energy 

Storage Resources are not automatically deemed available to provide reserves 

based on the submission of an available energy offer but may submit offers to 

supply Secondary Reserve, as applicable.   

 

(3) Offers for the supply of Secondary Reserve shall be for $0.00/MWh.  

Consistent with the resource’s offer to supply energy, such offers may vary hourly 

and may be updated each hour up to 65 minutes before the applicable clock hour 

during the Operating Day.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this subsection (d) above, section 1.10.9B below, and the PJM 

Manuals, as applicable.   

  

(ii) Determination of Available Secondary Reserve Capability of Generation 

Resources 

 

(1)  For each offer to supply Secondary Reserve by a generation resource, the 

Office of the Interconnection shall determine the MW of available Secondary 

Reserve capability offered in the Day-ahead Energy Market and Real-time Energy 

Market in accordance with the PJM Manuals; except, however, that the Office of 

the Interconnection will not make such determination for hydroelectric generation 

resources or Energy Storage Resources.  Hydroelectric generation resources or 

Energy Storage Resources may submit their available Secondary Reserve 

capability as part of their offer into the Secondary Reserve market, provided that 

such offer equals or exceeds 0.1 MW; however, any such resource which is 

subject to the must offer requirements in section 1.10.1A(m)(i) above must submit 

a Secondary Reserve offer which specifies the MW of available Secondary 

Reserve capability in order to remain compliant with such requirements.   

 

(2) (A) An on-line generation resource’s available Secondary Reserve 

capability, except for generation resources capable of synchronous 

condensing, shall be based on the resource’s current performance and 

initial energy output, the resource’s available Synchronized Reserve 

capability; and the following offer parameters submitted as part of the 

energy offer:  (i) ramp rate; (ii) Economic Minimum; and (iii) the lesser of 

Economic Maximum and Secondary Reserve maximum MW, where a 

resource’s Secondary Reserve maximum MW may be less than the 

Economic Maximum only where the Market Seller has, in accordance with 

the procedures set forth in the PJM Manuals, submitted justification to the 

Office of the Interconnection that the resource has an operating 

configuration that prevents it from reliably providing Secondary Reserves 

above its Secondary Reserve maximum MW.   
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(B) For generation resources capable of synchronous condensing, the 

resource’s available Secondary Reserve capability shall be based on the 

following offer parameters submitted as part of the energy offer:  (i) ramp 

rate; (ii) condense to generation time constraints; (iii) Economic 

Minimum; and (iv) the lesser of Economic Maximum and Secondary 

Reserve maximum MW, where a resource’s Secondary Reserve maximum 

MW may be less than the Economic Maximum only where the Market 

Seller has, in accordance with the procedures set forth in the PJM 

Manuals, submitted justification to the Office of the Interconnection that 

the resource has an operating configuration that prevents it from reliably 

providing Secondary Reserves above its Secondary Reserve maximum 

MW. 

 

(C) An off-line generation resource’s available Secondary Reserve 

capability, shall be based on the resource’s available Secondary Reserve 

capability and the following offer parameters submitted as part of the 

resource’s energy offer:  (i) startup time; (ii) notification time; (iii) ramp 

rate; (iv) Economic Minimum; and (v) the lesser of Economic Maximum 

and Secondary Reserve maximum MW, where a resource’s Secondary 

Reserve maximum MW may be less than the Economic Maximum only 

where the Market Seller has, in accordance with the procedures set forth 

in the PJM Manuals, submitted justification to the Office of the 

Interconnection that the resource has an operating configuration that 

prevents it from reliably providing Secondary Reserves above its 

Secondary Reserve maximum MW.   

 

(iii)  Offers to Supply Secondary Reserves by Economic Load Response Participant 

resources 

 

(1) Each Economic Load Response Participant that submits offers to reduce 

demand into the Day-ahead Energy Market and Real-time Energy Market and 

wishes to make their resources available to supply Secondary Reserve shall 

submit offers to supply Secondary Reserve from such resources, where such offers 

shall specify the megawatts of Secondary Reserve being offered, which must equal 

or exceed 0.1 megawatts and include such other information specified by the 

Office of the Interconnection as may be necessary to evaluate the offer.  Such 

offers may vary hourly, and may be updated each hour up to 65 minutes before 

the applicable clock hour during the Operating Day. 

 

(2) All Secondary Reserve offers by Economic Load Response Participant 

resources shall be for $0.00/MWh.  Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection and 

shall contain the information specified in the Office of the Interconnection’s Offer 

Data specification, this section 1.10.1A(d), section 1.10.9B below, and the PJM 

Manuals, as applicable.   
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(n) A Market Participant may submit a Day-Ahead Pseudo-Tie Transaction for a Market 

Participant’s generator within the PJM balancing authority area that is a Pseudo-Tie into the 

MISO balancing authority area.  Day-Ahead Pseudo-Tie Transactions combine an offer to sell 

energy at a source with a bid to buy the same megawatt quantity of energy at a sink where such 

transaction specifies the maximum difference between the Locational Marginal Prices at the 

source and sink. 

 

Each Day-Ahead Pseudo-Tie Transaction shall: (1) source at a Market Participant’s generator 

within the PJM balancing authority area that Pseudo-Ties into MISO; and (2) sink at the PJM-

MISO interface.  A Market Participant must reserve transmission service in accordance with the 

PJM Tariff for each Day-Ahead Pseudo-Tie Transaction.  Megawatt quantities for Day-Ahead 

Pseudo-Tie Transactions shall be greater than zero and less than or equal to the transmission 

service reserved for the Day-Ahead Pseudo-Tie Transaction.  An accepted Day-Ahead Pseudo-

Tie Transaction results in scheduled injection at a specified source and scheduled withdrawal of 

the same megawatt quantity at a specified sink in the Day-Ahead Energy Market. 

 

1.10.1B Demand Bid Scheduling and Screening 

 

(a) The Office of the Interconnection shall apply Demand Bid Screening to all Demand Bids 

submitted in the Day-ahead Energy Market for each Load Serving Entity, separately by Zone.  

Using Demand Bid Screening, the Office of the Interconnection will automatically reject a Load 

Serving Entity’s Demand Bids in any future Operating Day for which the Load Serving Entity 

submits bids if the total megawatt volume of such bids would exceed the Load Serving Entity’s 

Demand Bid Limit for any hour in such Operating Day, unless the Office of the Interconnection 

permits an exception pursuant to subsection (d) below. 

   

(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand Bid 

Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 

submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  

The Demand Bid Limit is calculated using the following equation:    

 

Demand Bid Limit = greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 

Demand Reference Point + 10MW) 

 

Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 

Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 

in each Zone for any hour over the most recently available seven Operating Days for 

which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 

applicable Zone that is calculated on a daily basis. 

 

(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand Bid 

Screening may change its Demand Bids to reduce its total megawatt volume to a level that does 
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not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules related 

to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   

 

(d)  PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid Limit 

when circumstances exist that will cause, or are reasonably expected to cause, a Load Serving 

Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. Examples of 

such circumstances include, but are not limited to, changes in load commitments due to state 

sponsored auctions, mergers and acquisitions between PJM Members, and sales and divestitures 

between PJM Members.  A Load Serving Entity may submit a written exception request to the 

Office of Interconnection for a higher Demand Bid Limit for an affected Operating Day.  Such 

request must include a detailed explanation of the circumstances at issue and supporting 

documentation that justify the Load Serving Entity’s expectation that its actual load will exceed 

its Demand Bid Limit. 

 

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 

Operating Agreement, Schedule 1, 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 
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No-load Costs, from the Office of the Interconnection on behalf of the Market Buyers in 

accordance with Operating Agreement, Schedule 1, 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. 

 

1.10.3 Self-scheduled Resources. 

 

Self-scheduled resources shall be governed by the following principles and procedures. 

 

(a) Each Generating Market Buyer shall use all reasonable efforts, consistent with Good 

Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 

 

(b) The offered prices of resources that are self-scheduled and not dispatched by the Office 

of the Interconnection shall not be considered by the Office of the Interconnection in determining 

Locational Marginal Prices. 

 

(c) Market Participants shall make available their self-scheduled resources to the Office of 

the Interconnection for coordinated operation to supply the Operating Reserves needs of the 

applicable Control Zone, by submitting an offer as to such resources. 

 

(d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market that 

does not deliver the energy in the Real-time Energy Market, shall replace the energy not 

delivered with energy from the Real-time Energy Market and shall pay for such energy at the 

applicable Real-time Price. 

 

(e) A Market Participant self-scheduling a resource to supply Synchronized Reserve in the 

Day-ahead Synchronized Reserve Market that does not deliver the scheduled megawatt quantity 

in the applicable real-time reserve market, shall replace the Synchronized Reserve not delivered 
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and shall pay for such Synchronized Reserve at the applicable Real-time Synchronized Reserve 

Market Clearing Price.  Market Participants shall not self-schedule a resource to provide 

Secondary Reserve or Non-Synchronized Reserve. 

 

(f)  For energy, hydropower units, excluding pumped storage units, may only be self-

scheduled. 

 

(g) A resource that has been self-scheduled shall not receive payments or credits for Start-up 

Costs or No-load Costs 

 

1.10.4 Capacity Resources. 

 

(a) A Generation Capacity Resource committed to service of PJM loads under the Reliability 

Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-scheduled 

resource shall be made available for scheduling and dispatch at the direction of the Office of the 

Interconnection.  Such a Generation Capacity Resource that does not deliver energy as scheduled 

shall be deemed to have experienced a Generator Forced Outage to the extent of such energy not 

delivered.  A Market Participant offering such Generation Capacity Resource in the Day-ahead 

Energy Market shall replace the energy not delivered with energy from the Real-time Energy 

Market and shall pay for such energy at the applicable Real-time Price. 

 

(b) Energy from a Generation Capacity Resource committed to service of PJM loads under 

the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 

scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 

may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 

with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 

not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 

must be made available upon request to the Office of the Interconnection for scheduling and 

dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 

Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 

applicable Real-time Price for energy delivered. 

 

 

 

1.10.5 External Resources.   

 

(a) External Resources may submit offers to the PJM Interchange Energy Market, in 

accordance with the day-ahead and real-time scheduling processes specified above.  An External 

Resource selected as a pool-scheduled resource shall be made available for scheduling and 

dispatch at the direction of the Office of the Interconnection, and except as specified below shall 

be compensated on the same basis as other pool-scheduled resources. External Resources that are 

not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 

basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 

Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 

resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 

resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 
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such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 

PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 

 

(b) Offers for External Resources from an aggregation of two or more generating units shall 

so indicate, and shall specify, in accordance with the Offer Data requirements specified by the 

Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; (iii) a minimum 

dispatch level; (iv) a maximum dispatch level; and (v) unless such information has previously 

been made available to the Office of the Interconnection, sufficient information, as specified in 

the PJM Manuals, to enable the Office of the Interconnection to model the flow into the PJM 

Region of any energy from the External Resources scheduled in accordance with the Offer Data.   

 

(c) Offers for External Resources on a resource-specific basis shall specify the resource 

being offered, along with the information specified in the Offer Data as applicable.   

 

1.10.6 External Market Buyers. 

 

(a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the Office of 

the Interconnection shall be delivered on a block loaded basis to the bus or buses at the electrical 

boundaries of the PJM Region, or in such area with respect to an External Market Buyer’s load 

within such area not served by Network Service, at which the energy is delivered to or for the 

External Market Buyer.  External Market Buyers shall be charged (which charge may be positive 

or negative) at either the Day-ahead Prices or Real-time Prices, whichever is applicable, for 

energy at the foregoing bus or buses. 

 

(b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 

Interchange Energy Market shall conform to the ramping and other applicable requirements of 

the interconnection agreement between the PJM Region and the Control Area to which, whether 

as an intermediate or final point of delivery, the purchased energy will initially be delivered. 

 

(c) The Office of the Interconnection shall curtail deliveries to an External Market Buyer if 

necessary to maintain appropriate reserve levels for a Control Zone as defined in the PJM 

Manuals, or to avoid shedding load in such Control Zone. 

 

1.10.7 Bilateral Transactions.   

 

Bilateral transactions as to which the parties have notified the Office of the Interconnection by 

the deadline specified in section 1.10.1A above that they elect not to be included in the Day-

ahead Energy Market and that they are not willing to incur Transmission Congestion Charges in 

the Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary 

to reduce or alleviate transmission congestion.  Bilateral transactions that were not included in 

the Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 

transactions that were accepted in the Day-ahead Energy Market shall continue to be 

implemented during periods of congestion, except as may be necessary to respond to 

Emergencies. 

 

1.10.8 Office of the Interconnection Responsibilities. 
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(a) The Office of the Interconnection shall use its best efforts to determine (i) the least-cost 

means of satisfying the projected hourly requirements for energy, Operating Reserves, and other 

ancillary services of the Market Buyers, including the reliability requirements of the PJM 

Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 

Operating Reserve and other ancillary service requirements for any portion of the load forecast 

of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-

ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 

take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 

Market and PJM Region energy requirements, giving due consideration to the energy 

requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 

properly submitted by PRD Providers; (ii) the offers submitted by Market Sellers; (iii) the 

availability of limited energy resources; (iv) the capacity, location, and other relevant 

characteristics of self-scheduled resources; (v) the objectives of each Control Zone for Operating 

Reserves, as specified in the PJM Manuals; (vi) the requirements of each Regulation Zone for 

Regulation and other ancillary services, as specified in the PJM Manuals; (vii) the benefits of 

avoiding or minimizing transmission constraint control operations, as specified in the PJM 

Manuals; and (viii) such other factors as the Office of the Interconnection reasonably concludes 

are relevant to the foregoing determination, including, without limitation, transmission 

constraints on external coordinated flowgates to the extent provided by Operating Agreement, 

Schedule 1, section 1.7.6.  The Office of the Interconnection shall develop a Day-ahead Energy 

Market based on the foregoing determination, and shall determine the Day-ahead Prices resulting 

from such schedule.  The Office of the Interconnection shall report the planned schedule for a 

hydropower resource to the operator of that resource as necessary for plant safety and security, 

and legal limitations on pond elevations. 

 

(b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each Operating Day, 

or such other deadline as may be specified by the Office of the Interconnection in the PJM 

Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead Energy 

Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 

Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 

and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 

this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 

Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 

extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 

otherwise interferes with the ability of the Office of the Interconnection to obtain Market 

Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  

Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 

data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 

the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 

as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 

Members as soon as practicable.  

 

(c) Following posting of the information specified in section 1.10.8(b), and absent 

extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 

of the Interconnection shall revise its schedule of generation resources to reflect updated 
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projections of load, conditions affecting electric system operations in the PJM Region, the 

availability of and constraints on limited energy and other resources, transmission constraints, 

and other relevant factors.   

 

(d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 

PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 

Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 

PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 

scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 

negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 

pursuant to Operating Agreement, Schedule 1, section 3.3A.  Notwithstanding the foregoing, if 

the Office of the Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 

p.m. on the day before the affected Operating Day due to extraordinary circumstances as 

described in subsection (b) above, no settlements shall be made for the Day-ahead Energy 

Market, no scheduled megawatt quantities shall be established, and no Day-ahead Prices shall be 

established for that Operating Day.  Rather, for purposes of settlements for such Operating Day, 

the Office of the Interconnection shall utilize a scheduled megawatt quantity and price of zero 

and all settlements, including Financial Transmission Right Target Allocations, will be based on 

the real-time quantities and prices as determined pursuant to Operating Agreement, Schedule 1, 

section 2.4 and Operating Agreement, Schedule 1, section 2.5. 

 

(e) If the Office of the Interconnection discovers a potential error in prices and/or cleared 

quantities in the Day-ahead Energy Market or Day-ahead Ancillary Services Markets, or the 

Real-time Energy Market or Real-time Ancillary Services Markets after it has posted the results 

for these markets on its Web site, the Office of the Interconnection shall notify Market 

Participants as soon as possible after it is found, but in no event later than 12:00 p.m. of the 

second Business Day following the Operating Day for the Real-time Energy Market and Real-

time Ancillary Services Markets, and no later than 5:00 p.m. of the second Business Day 

following the initial publication of the results for the Day-ahead Energy Market and Day-ahead 

Ancillary Services Markets.  After this initial notification, if the Office of the Interconnection 

determines it is necessary to post modified results, it shall provide notification of its intent to do 

so,  along with a description detailing the cause and scope of the error, by no later than 5:00 p.m. 

of the fifth Business Day following the Operating Day for the Real-time Energy Market and 

Real-time Ancillary Services Markets, and no later than 5:00 p.m. of the fifth Business Day 

following the initial publication of the results in the Day-ahead Energy Market and Day-ahead 

Ancillary Services Markets.  The provided description will not contain information that is market 

sensitive or confidential.  Thereafter, the Office of the Interconnection must post on its Web site 

the corrected results by no later than 5:00 p.m. of the tenth calendar day following the Operating 

Day for the Day-ahead Energy Market, Real-time Energy Market, and Day-ahead Ancillary 

Services Markets, and Real-time Ancillary Service Markets. Should any of the above deadlines 

pass without the associated action on the part of the Office of the Interconnection, the originally 

posted results will be considered final.  Notwithstanding the foregoing, the deadlines set forth 

above shall not apply if the referenced market results are under publicly noticed review by the 

FERC. 
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(f) Consistent with Operating Agreement, section 18.17.1, and notwithstanding anything to 

the contrary in the Operating Agreement or in the PJM Tariff, to allow the tracking of Market 

Participants’ non-aggregated bids and offers over time as required by FERC Order No. 719, the 

Office of the Interconnection shall post on its Web site the non-aggregated bid data and Offer 

Data submitted by Market Participants (for participation in the PJM Interchange Energy Market) 

approximately four months after the bid or offer was submitted to the Office of the 

Interconnection.   

 

1.10.9 Hourly Scheduling. 

 

(a) Following the initial posting by the Office of the Interconnection of the Locational 

Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right of the 

Office of the Interconnection to schedule and dispatch pool-scheduled resources and to direct 

that schedules be changed in an Emergency, and absent extraordinary circumstances preventing 

the clearing of the Day-ahead Energy Market, a generation rebidding period shall exist.  

Typically the rebidding period shall be from the time the Office of the Interconnection posts the 

results of the Day-ahead Energy Market until 2:15 p.m. on the day before each Operating Day.  

However, should the clearing of the Day-ahead Energy Market be significantly delayed, the 

Office of the Interconnection may establish a revised rebidding period.  During the rebidding 

period, Market Participants may submit revisions to generation Offer Data for the next Operating 

Day.  Adjustments to the Day-ahead Energy Market shall be settled at the applicable Real-time 

Prices, and shall not affect the obligation to pay or receive payment for the quantities of energy 

scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices.  

 

(b) A Market Participant may adjust the schedule of a resource under its dispatch control on 

an hour-to-hour basis beginning at 6:30 p.m. of the day before each Operating Day, provided that 

the Office of the Interconnection is notified not later than 65 minutes prior to the hour in which 

the adjustment is to take effect, as follows and as specified in section 1.10.9A below: 

 

i) A Generating Market Buyer may self-schedule any of its resource  

increments, including hydropower resources, not previously designated as 

self-scheduled and not selected as a pool-scheduled resource in the Day-

ahead Energy Market; 

 

ii) A Market Participant may request the scheduling of a non-firm bilateral 

transaction; or 

 

iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 

 

iv) A Generating Market Buyer may remove from service a resource 

increment, including a hydropower resource, that it had previously 

designated as self-scheduled, provided that the Office of the 

Interconnection shall have the option to schedule energy from any such 

resource increment that is a Capacity Resource at the price offered in the 

scheduling process, with no obligation to pay any Start-Up Costs. 
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(c) An External Market Buyer may refuse delivery of some or all of the energy it requested 

to purchase in the Day-ahead Energy Market by notifying the Office of the Interconnection of 

the adjustment in deliveries not later than 65 minutes prior to the hour in which the adjustment is 

to take effect, but any such adjustment shall not affect the obligation of the External Market 

Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy Market at the 

applicable Day-ahead Prices.  

 

(d) The Office of the Interconnection shall provide External Market Buyers and External 

Market Sellers and parties to bilateral transactions with any revisions to their schedules resulting 

from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The Office of the 

Interconnection may also commit additional resources after such time as system conditions 

require.  For each hour in the Operating Day, as soon as practicable after the deadlines specified 

in the foregoing subsection of this section 1.10, the Office of the Interconnection shall provide 

External Market Buyers and External Market Sellers and parties to bilateral transactions with any 

revisions to their schedules for the hour.   

 

1.10.9A  Updating Offers in Real-time 

 

(a) Each Market Seller may submit Real-time Offers for a resource up to 65 minutes before 

the applicable clock hour, and such Real-time Offers shall supersede any previous offer for that 

resource for the clock hour, as further described in the PJM Manuals and subject to the following 

conditions: 

 

(i) A market-based Real-time Offer shall not exceed the applicable energy 

offer caps specified in this Schedule.  Once a Market Seller’s resource is committed for 

an applicable clock hour, the Market Seller may not increase its Incremental Energy 

Offer and may only submit a market-based Real-time Offer that is higher than its market-

based offer that was in effect at the time of commitment to reflect increases in the 

resource’s cost-based Start-up Costs and cost-based No-load Costs.  The Market Seller 

may elect not to have its market-based offer considered for dispatch and to have only its 

lowest cost-based offer considered for the remainder of the Operating Day. 

 

(ii) Cost-based Real-time Offers shall be submitted to the Office of the 

Interconnection in the form specified by the Office of the Interconnection’s Offer Data 

specification, Operating Agreement, Schedule 1, sections 1.10.1A(d) and 1.10.9B, 

Operating Agreement, Schedule 2 and the PJM Manuals, as applicable.  If a Market 

Seller submits a market-based Real-time Offer for a particular clock hour in accordance 

with subsection (c) below, or if updates to a cost-based offer are required by the Market 

Seller’s approved Fuel Cost Policy, the Market Seller shall update its previously 

submitted cost-based Real-time Offer.   

 

(iii) If a Market Seller’s available cost-based offer is not compliant with 

Operating Agreement, Schedule 2 and the PJM Manuals at the time a Market Seller 
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submits a market-based Real-time Offer for an applicable clock hour during the 

Operating Day, the Market Seller must submit an updated cost-based Real-time Offer 

consisting of an Incremental Energy Offer, Start-up Cost, and No-load Cost for that clock 

hour that is compliant with Operating Agreement, Schedule 2 and the PJM Manuals. 

 

(b) Each Market Seller may submit Real-time Offers for a resource during and through the 

end of the applicable clock hour to update only the following offer parameters, as further 

described in the PJM Manuals: (1) Economic Minimum; (2) Economic Maximum; (3) 

emergency minimum MW; (4) emergency maximum MW; (5) unit availability status; (6) fixed 

output indicator; (7) Synchronized Reserve maximum MW; and (8) Secondary Reserve maximum 

MW.  Such Real-time Offers shall supersede any previous offer for that resource for the clock 

hour. 

 

1.10.9B  Offer Parameter Flexibility  

 

(a)  Market Sellers may, in accordance with sections 1.10.1A and 1.10.9A above, this 

section 1.10.9B, and the PJM Manuals, update offer parameters at any time up to 65 minutes 

before the applicable clock hour, including prior to the close of the Day-ahead Energy Market 

and prior to the close of the rebidding period specified in section 1.10.9, except that Market 

Sellers may not update their offers for the supply of energy, Secondary Reserve, Synchronized 

Reserve, Non-Synchronized Reserve, or demand reduction: (1) during the period after the close 

the Day-ahead Energy Market and prior to the posting of the Day-ahead Energy Market results 

pursuant to section 1.10.8(b); or (2) during the period after close of the rebidding period and 

prior to PJM announcing the results of the rebidding period pursuant to section 1.10.9(d). 

 

(b) For generation resource offers, Market Sellers may vary for each clock hour 

during the entire Operating Day the following offer parameters:  (1) cost-based Start-up Costs; 

(2) cost-based No-load Costs; (3) Incremental Energy Offer; (4) Economic Minimum and 

Economic Maximum; (5) emergency minimum MW and emergency maximum MW; (6) ramp 

rate; (7) Synchronized Reserve maximum MW; (8) Secondary Reserve maximum MW; and (9) for 

Real-time Offers only, (i) notification time and (ii) for uncommitted hours only, Minimum Run 

Time.   

 

(c) For Economic Load Response Participant resource offers, Market Sellers may 

vary for each clock hour during the entire Operating Day the following offer parameters:  (1) 

shutdown costs, (2) Incremental Energy Offer; (3) Economic Minimum; (4) Economic 

Maximum; and (5) for Real-time Offers only, (i) notification time and (ii) for uncommitted hours 

only, minimum down time. 

 

(d)  After the announcement of the results of the rebidding period pursuant to section 

1.10.9(d), a Market Seller may submit a Real-time Offer where offer parameters may differ from 

the offer originally submitted in the Day-ahead Energy Market, except that a Market Seller may 

not submit a Real-time Offer that changes, of the offer parameters listed in section 1.10.1A(d), 

the MW amounts specified in the Incremental Energy Offer, MW amounts specified in the ramp 

rate, maximum run time, and availability; provided, however, Market Sellers of dual-fueled 
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resources may submit Real-time Offers for such resources that change the availability of a 

submitted cost-based offer. 
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7.1A Long-Term Financial Transmission Rights Auctions. 

 

7.1A.1 Auctions. 

 

(i) Subsequent to each annual Financial Transmission Rights auction conducted pursuant to 

Operating Agreement, Schedule 1, section 7.1, the Office of the Interconnection shall conduct a 

long-term Financial Transmission Rights auction for the three consecutive Planning Periods 

immediately subsequent to the Planning Period during which the long-term Financial 

Transmission Rights auction is conducted.  PJMSettlement shall be the Counterparty to the 

purchases and sales of Financial Transmission Rights arising from such long-term Financial 

Transmission Rights auctions, provided however, that PJMSettlement shall not be a contracting 

party to any subsequent bilateral transfers of Financial Transmission Rights between Market 

Participants.  The conversion of an Auction Revenue Right to a Financial Transmission Right 

pursuant to this section 7 shall not constitute a purchase or sale transaction to which 

PJMSettlement is a contracting party.   

 

(ii) The capacity offered for sale in long-term Financial Transmission Rights auctions shall 

be the residual system capability after the annual Auction Revenue Rights allocations and the 

annual Financial Transmission Rights auction.  In determining the residual capability the Office 

of the Interconnection shall assume that all Auction Revenue Rights allocated in the immediately 

prior annual Auction Revenue Rights allocation process, including Auction Revenue Rights 

made available in which transmission facilities which were modeled out of service in the annual 

Auction Revenue Rights allocations return to service, are self-scheduled into Financial 

Transmission Rights, which shall be modeled as fixed injections and withdrawals in the long-

term Financial Transmission Rights auction.  Additionally, residual annual Auction Revenue 

Rights that become available through incremental capability created by future transmission 

upgrades as further described in the PJM Manuals shall be modeled as fixed injections and 

withdrawals in the long-term Financial Transmission Rights auction.  The long-term Financial 

Transmission Rights auction model shall include all upgrades planned to be placed into service 

on or before June 30th of the first Planning Period within the three year period covered by the 

auction. The transmission upgrades to be modeled for this purpose shall only include those 

upgrades that, individually, or together, have 10% or more impact on the transmission congestion 

on an individual constraint or constraints with congestion of $5 million or more affecting a 

common congestion path.  Transmission upgrades modeled for this purpose also will be modeled 

in the subsequent long-term Financial Transmission Rights auction, as further detailed in the 

PJM Manuals. Residual Auction Revenue Rights created by an increase in transmission 

capability due to future transmission upgrades, as specified above, are determined only for 

modeling purposes and will not be allocated to Market Participants. 

 

 

7.1A.2 Frequency and Timing. 

 

The long-term Financial Transmission Rights auction process shall consist of five rounds.  The 

first round shall be conducted by the Office of the Interconnection approximately 11 months 

prior to the start of the three Planning Period term covered by the relevant long-term Financial 

Transmission Rights auction.  The second round shall be conducted approximately 2 months 
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after the first round. The third round shall be conducted approximately 2 months after the second 

round.  The fourth round shall be conducted approximately 2 months after the third round, and 

the fifth round shall be conducted approximately 3 months after the fourth round.  In each round 

20 percent of total capacity available in the long-term Financial Transmission Rights auction 

shall be offered for sale.  Eligible entities may submit bids to purchase and offers to sell 

Financial Transmission Rights at the start of the bidding period in each round. The bidding 

period shall be three Business Days ending at 5:00 p.m. on the last day.  PJM performs the 

Financial Transmission Rights auction clearing analysis for each round and posts the auction 

results on the market user interface within five Business Days after the close of the bidding 

period for each round unless circumstances beyond PJM’s control prevent PJM from meeting the 

applicable deadline.  Under such circumstances, PJM will post the auction results at the earliest 

possible opportunity.  If the Office of the Interconnection discovers a potential error in the results 

posted for a long-term Financial Transmission Rights auction, the Office of the Interconnection 

shall notify Market Participants as soon as possible after it is found, but in no event later than 

5:00 p.m. of the Business Day immediately following the initial publication of the results for that 

auction.  After this initial notification, if the Office of the Interconnection determines it is 

necessary to post modified auction results, it shall provide notification of its intent to do so, 

along with a description detailing the cause and scope of the error, by no later than 5:00 p.m. of 

the second Business Day following the initial publication of prices for that auction.  The 

provided description will not contain information that is market sensitive or confidential.  

Thereafter, the Office of the Interconnection must post the corrected prices by no later than 5:00 

p.m. of the fourth calendar day following the initial publication of prices in the auction. Should 

any of the above deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 

publicly noticed review by the FERC. 

 

7.1A.3 Products. 

 

(i) The periods covered by long-term Financial Transmission Rights auctions shall be any 

single Planning Period within the three Planning Period term covered by the relevant auction.   

 

(ii) On-peak, off-peak and 24-hour Financial Transmission Right Obligations, shall be 

offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 

options shall not be offered.   

 

7.1A.4 Participation Eligibility. 

 

(i) To participate in long-term Financial Transmission Rights auctions an entity shall be a 

PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers in 

long-term Financial Transmission Rights auctions, provided they own Financial Transmission 

Rights offered for sale.  

 

7.1A.5 Specified Receipt and Delivery Points. 
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The Office of the Interconnection will post a list of available receipt and delivery points for each 

long-term Financial Transmission Rights auction.   Eligible receipt and delivery points in long-

term Financial Transmission Rights auctions shall be limited to the posted available hubs, Zones, 

aggregates, generators, and Interface Pricing Points.
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7.4 Allocation of Auction Revenues. 

 

7.4.1 Eligibility. 

 

(a) Annual auction revenues, net of payments to entities selling Financial Transmission 

Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 

proportion to the Target Allocation of Auction Revenue Rights Credits for the holder. 

 

(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 

of the applicable Annual Financial Transmission Rights auction. 

 

(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 

entities selling Financial Transmission Rights into the auction, shall be allocated according to the 

following priority schedule: 

 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 

Operating Agreement, Schedule 1, section 7.4.4.  If there are excess revenues 

remaining after a distribution made pursuant to this subsection, such revenues 

shall be distributed in accordance with subsection (c)(ii) of this section; 

 

(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 

more than their Target Allocation as determined pursuant to Operating 

Agreement, Schedule 1, section 7.4.3(b).  If there are excess revenues remaining 

after a distribution made pursuant to this subsection, such revenues shall be 

distributed in accordance with subsection (c)(iii) of this section; 

 

(iii) In accordance with Operating Agreement, Schedule 1, section 5.2.6. 

 

(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 

Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 

FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 

distributed equally across each Planning Period in the effective term of the FTR.  Long-term 

FTR auction revenue distributions within a Planning Period shall be in accordance with the 

following provisions: 

 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 

Rights holders in the effective Planning Period for the FTR.  The distribution shall 

be in proportion to the economic value of the ARRs when compared to the annual 

FTR auction clearing prices from each round proportionately.    

 

(ii) Long-term FTR auction revenues remaining after distributions made 

pursuant to Operating Agreement, Schedule 1, section 7.4.1(d)(ii) shall be 

distributed pursuant to Operating Agreement, Schedule 1, section 5.2.6 of 

Schedule 1 of this Agreement.  
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7.4.2 Auction Revenue Rights. 

 

(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 

Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  

Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 

Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 

Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 

and 7.5 hereof and the PJM Manuals.  

 

With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 

discovers a potential error in the allocation, the Office of the Interconnection shall notify Market 

Participants as soon as possible after it is found, but in no event later than 5:00 p.m. of the 

Business Day following the initial publication of allocation results.  After this initial notification, 

if the Office of the Interconnection determines that it is necessary to post modified allocation 

results, it shall provide notification of its intent to do so,  along with a description detailing the 

cause and scope of the error, by no later than 5:00 p.m. of the second Business Day following the 

publication of the initial allocation.  The provided description will not contain information that is 

market sensitive or confidential.  Thereafter, the Office of the Interconnection must post any 

corrected allocation results by no later than 5:00 p.m. of the fourth calendar day following the 

initial publication. Should any of the above deadlines pass without the associated action on the 

part of the Office of the Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 

allocation is under publicly noticed review by the FERC. 

 

(b) In stage 1A of the allocation process, each Network Service User may request Auction 

Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 

immediately ensuing PJM Planning Period from a subset of the Active Historical Generation 

Resources or Qualified Replacement Resources , and each Qualifying Transmission Customer 

(as defined in subsection (f) of this section) may request Auction Revenue Rights based on the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  Active Historical Generation Resources shall mean those historical resources that were 

designated to be delivered to load based on the historical reference year, and which have not 

since been deactivated and, further, only up to the current installed capacity value of such 

resource as of the annual allocation of ARRs for the target PJM Planning Period.  Qualified 

Replacement Resources shall mean those resources the Office of the Interconnection designates 

for the ensuing Planning Period to replace historical resources that no longer qualify as Active 

Historical Generation Resources and that maximize the economic value of ARRs while 

maintaining Simultaneous Feasibility, as further described in the PJM Manuals.   

 

Prior to the stage 1A of the allocation process, the Office of the Interconnection shall determine, 

for each Zone, the amount of megawatts of ARRs available from Active Historical Generation 

Resources in that Zone and the amount of megawatts required from Qualified Replacement 

Resources.  The Office of the Interconnection shall designate Qualified Replacement Resources 

as follows, and as further described in the PJM Manuals.  Qualified Replacement Resources shall 

be either from a (1) capacity resource that has been included in the rate base of a specific Load 
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Serving Entity in a particular Zone, using criteria for rate-based as specified in sections 7.6 and 

7.7 hereof concerning New Stage 1 Resources and Alternative Stage 1 Resources; or (2) from a 

non-rate-based capacity resource.   

 

Prior to the end of each PJM Planning Period the Office of the Interconnection will determine 

which Stage 1 Resources are no longer viable for the next PJM Planning Period and then will 

replace such source points with Qualified Replacement Resources (i.e., Capacity Resources that 

pass the Simultaneous Feasibility Test and which are economic).  The Office of Interconnection 

will determine the replacement source points as follows. First, the Office of the Interconnection 

will compile a list of all Capacity Resources that are operational as of the beginning of the next 

Planning Period, that are not currently designated as source points and will post such list on the 

PJM website prior to finalizing the Stage 1 eligible resource list for each transmission zone for 

review by Market Participants. In the first instance, all such resources will be considered to be 

non-rate-based. Market Participants will be asked to review the posted resource list and provide 

evidence to the Office of the Interconnection, if any, of the posted resources that shall be 

classified as rate-based resources. Once the replacement resource list along with the resource 

status is finalized after any input from Market Participants, the Office of the Interconnection will 

create two categories of resources for each Stage 1 transmission zone based on economic order: 

one for rate-based; and a second for non-rate-based resources. When determining economic 

order, the Office of the Interconnection will utilize historical source and sink Day-ahead Energy 

Market Congestion Locational Marginal Prices (“CLMPs”). Historical value will be based on the 

previous three years’ CLMP sink versus CLMP source differences weighted by 50% for the 

previous calendar year, weighted by 30% for the year prior and weighted by 20% for the year 

prior. To the extent replacement resources do not have three years’ worth historical data, 

weighting will be performed either 50/50% in the case of two years or 100% in the case of one 

year worth of historical data.  If a full year of historical data is not available, PJM will utilize the 

CLMP from the closest electrically equivalent location to compose an entire year of historical 

data.  Once the economic order is established for each Stage 1 zonal rate-based and non-rate-

based generator categories, the Office of the Interconnection will begin to replace Stage 1 zonal 

retirements with the Qualified Replacement Resources by first utilizing rate-based resources in 

the economic order while respecting transmission limitations. And once the rate-based resource 

determination is concluded, the Office of the Interconnection will then utilize non-rate-based 

resources, in economic order, while respecting transmission limitations as described previously. 

 

The historical reference year for all Zones shall be 1998, except that the historical reference year 

shall be:  2002 for the Allegheny Power and Rockland Electric Zones; 2004 for the AEP East, 

The Dayton Power & Light Company and Commonwealth Edison Company Zones; 2005 for the 

Virginia Electric and Power Company and Duquesne Light Company Zones; 2011 for the ATSI 

Zone; 2012 for the DEOK Zone; 2013 for the EKPC Zone; 2018 for the OVEC Zone; and the 

Office of the Interconnection shall specify a historical reference year for a new PJM zone 

corresponding to the year that the zone is integrated into the PJM Interchange Energy Market.  

For stage 1, the Office of the Interconnection shall determine a set of eligible historical 

generation resources for each Zone based on the historical reference year and assign a pro rata 

amount of megawatt capability from each historical generation resource to each Network Service 

User in the Zone based on its proportion of peak load in the Zone.  Auction Revenue Rights shall 

be allocated to each Network Service User in a Zone from each historical generation resource in 
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a number of megawatts equal to or less than the amount of the historical generation resource that 

has been assigned to the Network Service User.  Each Auction Revenue Right allocated to a 

Network Service User shall be to the Energy Settlement Area of such Network Service User as 

described in Section 31.7 of Part III of the Tariff, unless the Network Service User’s Energy 

Settlement Area represents the Residual Metered Load of an electric distribution company’s fully 

metered franchise area(s) or service territory(ies) and the Network Service User elects to have its 

Auction Revenue Rights allocated at the aggregate load buses in a Zone.  In stage 1A of the 

allocation process, the sum of each Network Service User’s allocated Auction Revenue Rights 

for a Zone must be equal to or less than the Network Service User’s pro-rata share of the Zonal 

Base Load for that Zone.  Each Network Service User’s pro-rata share of the Zonal Base Load 

shall be based on its proportion of peak load in the Zone. The sum of each Network Service 

User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less than fifty 

percent (50%) of the Network Service User’s transmission responsibility for Non-Zone Network 

Load as determined under Section 34.1 of the Tariff.  The sum of each Qualifying Transmission 

Customer’s Auction Revenue Rights must be equal to or less than fifty percent (50%) of the 

megawatts of firm service provided between the receipt and delivery points as to which the 

Transmission Customer had Point-to-Point Transmission Service during the historical reference 

year.  If stage 1A Auction Revenue Rights are adversely affected by any new or revised statute, 

regulation or rule issued by an entity with jurisdiction over the Office of the Interconnection, the 

Office of the Interconnection shall, to the greatest extent practicable, and consistent with any 

such statute, regulation or rule change, preserve the priority of the stage 1A Auction Revenue 

Rights for a minimum period covering the ten (10) consecutive PJM Planning Periods (“Stage 

1A Transition Period”) immediately following the implementation of any such changes, provided 

that the terms of all stage 1A Auction Revenue Rights in effect at the time the Office of the 

Interconnection implements the Stage 1A Transition Period shall be reduced by one PJM 

Planning Period during each annual stage 1A Auction Revenue Rights allocation performed 

during the Stage 1A Transition Period so that all stage 1A Auction Revenue Rights that were 

effective at the start of the Stage 1A Transition Period expire at the end of that period. 

 

(c) In stage 1B of the allocation process each Network Service User may request Auction 

Revenue Rights from the subset of the resources determined pursuant to Section 7.4.2(b) that 

were not allocated in stage 1A of the allocation process, and each Qualifying Transmission 

Customer may request Auction Revenue Rights based on the megawatts of firm service 

determined pursuant to Section 7.4.2(b) that were not allocated in stage 1A of the allocation 

process. In stage 1B of the allocation process, the sum of each Network Service User’s allocation 

Auction Revenue Rights request for a Zone must be equal to or less than the difference between 

the Network Service User’s peak load for that Zone as determined pursuant to Section 34.1 of 

the Tariff and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 

process for that Zone.  The sum of each Network Service User’s Auction Revenue Rights for 

Non-Zone Network Load must be equal to or less than the difference between one hundred 

percent (100%) of the Network Service User’s transmission responsibility for Non-Zone 

Network Load as determined pursuant to Section 7.4.2(b) and the sum of its Auction Revenue 

Rights Allocation from stage 1A of the allocation process for that Zone.  The sum of each 

Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or less than the 

difference between one hundred percent (100%) of the 
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megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 

Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 

 

(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 

iterative allocation process that consists of three rounds with up to one third of the remaining 

system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 

process will be conducted sequentially with Network Service Users and Transmission Customers 

being given the opportunity to view results of each allocation round prior to submission of 

Auction Revenue Right requests into the subsequent round.  In each round, each Network 

Service User shall designate a subset of buses from which Auction Revenue Rights will be 

sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 

external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 

Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 

Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 

described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 

Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 

Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 

User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 

company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 

elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 

each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 

for each Zone must be equal to or less than one third of the difference between the Network 

Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 

its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 

Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 

 

(e) On a daily basis within the annual Financial Transmission Rights auction period, a 

proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 

reallocated as Network Load changes from one Network Service User to another within that 

Zone. 

 

(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-

Term Firm Point-to-Point Transmission Service, used to deliver energy from a designated 

Network Resource located either outside or within the PJM Region to load located either outside 

or within the PJM Region, and that was confirmed and in effect during the historical reference 

year for the Zone in which the resource is located.  Such an agreement shall allow the Qualifying 

Transmission Customer to participate in the first stage of the allocation, but only if such 

agreement has remained in effect continuously following the historical reference year and is to 

continue in effect for the period addressed by the allocation, either by its term or by renewal or 

rollover.  The megawatts of Auction Revenue Rights the Qualifying Transmission Customer may 

request in the first stage of the allocation may not exceed the lesser of: (i) the megawatts of firm 

service between the designated Network Resource and the load delivery point (or applicable 

point at the border of the PJM Region for load located outside such region) under contract during 

the historical reference year; and (ii) the megawatts of firm service presently under contract 

between such historical reference year receipt and delivery points.  A Qualifying Transmission 

Customer may request Auction Revenue Rights in either or both of stage 1 or 2 of the allocation 
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without regard to whether such customer is subject to a charge for Firm Point-to-Point 

Transmission Service under Section 1 of Schedule 7 of the PJM Tariff (“Base Transmission 

Charge”).  A Transmission Customer that is not a Qualifying Transmission Customer may 

request Auction Revenue Rights in stage 2 of the allocation process, but only if it is subject to a 

Base Transmission Charge.  The Auction Revenue Rights that such a Transmission Customer 

may request in each round of stage 2 of the allocation process must be equal to or less than one 

third of the number of megawatts equal to the megawatts of firm service being provided between 

the receipt and delivery points as to which the Transmission Customer currently has Firm Point-

to-Point Transmission Service.  The source point of the Auction Revenue Rights must be the 

designated source point that is specified in the Transmission Service request and the sink point of 

the Auction Revenue Rights must be the designated sink point that is specified in the 

Transmission Service request.  A Qualifying Transmission Customer may request Auction 

Revenue Rights in each round of stage 2 of the allocation process in a number of megawatts 

equal to or less than one third of the difference between the number of megawatts of firm service 

being provided between the receipt and delivery points as to which the Transmission Customer 

currently has Firm Point-to-Point Transmission Service and its Auction Revenue Right 

Allocation from stage 1 of the allocation process.   

 

(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 

1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 

applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 

may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 

PJM greater than their firm service to loads in MISO. 

 

(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 

simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 

process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 

the megawatt level requested and in inverse proportion to the effect on the binding constraints. 

 

(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 

process are not feasible due to system conditions, then PJM shall increase the capability limits of 

the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 

extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 

unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 

included in all rounds of the annual allocation and auction processes and in subsequent modeling 

during the Planning Year to support any incremental allocations of Auction Revenue Rights and 

monthly and balance of the Planning Period Financial Transmission Rights auctions unless and 

to the extent those system conditions that contributed to infeasibility in the annual process are 

not extant for the time period subject to the subsequent modeling, such as would be the case, for 

example, if transmission facilities are returned to service during the Planning Year.  In these 

cases, any increase in the capability limits taken under this subsection (i) during the annual 

process will be removed from subsequent modeling to support any incremental allocations of 

Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 

Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 

feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 

limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
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For the purposes of this subsection (i), extraordinary circumstances shall mean an event of force 

majeure that reduces the capability of existing or planned transmission facilities and such 

reduction in capability is the cause of the infeasibility of such Auction Revenue Rights.  

Extraordinary circumstances do not include those system conditions and assumptions modeled in 

simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 1 of this 

Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of this subsection (i) 

that would not otherwise have been feasible, then PJM shall notify Members and post on its web 

site (a) the aggregate megawatt quantities, by sources and sinks, of such Auction Revenue Rights 

and (b) any increases in capability limits used to allocate such Auction Revenue Rights. 

 

(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 

Transmission Customers and Network Service Users serving Non-Zone Network Load may 

participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 

7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 

 

i. The relevant Transmission Service shall be used to deliver energy from a 

designated Network Resource located either outside or within the PJM 

Region to load located outside the PJM Region.  

 

ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 

effect for the stage 1A period addressed by the allocation; and 2) the 

control area in which the external load is located has similar rules for load 

external to the relevant control area. 

 

iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 

serving the load located outside the PJM Region; or 2) generation 

resources subject to a bona fide firm energy and capacity supply contract 

executed by the LSE to meet its load obligations, provided that such 

contract remains in force and effect for a minimum term of ten (10) years 

from the first effective Planning Period that follows the initial stage 1 

request. 

 

iv. For Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) , the generation resource(s) designated as source points may 

include any portion of the generating capacity of such resource(s) that is 

not, at the time of the request, already identified as a Capacity Resource. 

 

v. For Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j), at the time of the request, the 

generation resource(s) designated as source points must either be 

committed into PJM’s RPM market or be designated as part of the entity’s 
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FRR Capacity Plan for the purpose of serving the capacity requirement of 

the external load.    

 

vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 

annual Auction Revenue Rights allocation or in future stage 1A 

allocations and shall not cause megawatt flow to exceed applicable ratings 

on any other facilities in either set of conditions in the simultaneous 

feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 

vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 

allocation year with all existing stage 1 and stage 2 Auction Revenue 

Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 

year allocation model with all eligible stage 1A Auction Revenue Rights 

for each year including base load growth for each year. 

 

viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 

Planning Period shall be processed for the next annual Auction Revenue 

Rights  allocation. Requests received after November 1st shall not be 

considered for the upcoming annual Auction Revenue Rights allocation. If 

all requests are not simultaneously feasible then requests will be awarded 

on a pro-rata basis.  

 

ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 

evaluated at the same time. If all requests are not simultaneously feasible 

then requests will be awarded on a pro-rata basis. 

 

x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 

source points in subsequent annual Auction Revenue Rights allocations. 

 

xi. Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 

7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 

of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 

contract megawatt amount; or 2) the customer’s Firm Transmission 

Withdrawal Rights.  

 

xii. Network Service Users requesting stage 1 Auction Revenue Rights 

pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 

megawatts up to the lesser of: 1) the customer’s network service peak 

load; or 2) the customer’s Firm Transmission Withdrawal Rights.  
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xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 

megawatts authorized by subsections (xi) and (xii) of this subsection 

7.4.2(j).   

 

xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 

allowed megawatts authorized by subsections (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 

stage 1A.  

 

xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 

be equal to or less than one third of the difference between the maximum 

allowed megawatts authorized by paragraphs (xi) and (xii) of this 

subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 

allocated in stage 1.  

 

xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 

amount may be replaced with an alternate resource pursuant to the process 

established in Section 7.7 of Schedule 1 of this Agreement. 

 

(k)  PJM Transmission Customers taking firm transmission service for the delivery of Direct 

Charging Energy to Energy Storage Resources are not eligible for allocation of Auction Revenue 

Rights. 

 

7.4.2a Bilateral Transfers of Auction Revenue Rights 

 

(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 

Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 

bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 

Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.  

 

(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 

or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 

the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 

to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 

Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 

bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 

under this Schedule.   

 

(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 

buyer any obligations associated with the Auction Revenue Rights or the right to receive an 

allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 
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Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 

bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 

the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 

Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 

right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 

attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 

Revenue Rights and remain subject to all credit requirements and obligations associated with the 

Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 

 

(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 

Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 

associated with the Auction Revenue Right and for which payment is not made to 

PJMSettlement by the buyer under such a bilateral transfer.   

 

(e) All payments and related charges associated with such a bilateral contract shall be 

arranged between the parties to such bilateral contract and shall not be billed or settled by 

PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 

Members will not assume financial responsibility for the failure of a party to perform obligations 

owed to the other party under such a bilateral contract reported to the Office of the 

Interconnection under this Schedule.   

 

(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 

be resolved solely between the buyer and the seller.  

 

7.4.3 Target Allocation of Auction Revenue Right Credits. 

 

(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 

Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 

annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 

four and multiplied by the price differences for the receipt and delivery points associated with 

the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 

minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 

delivery point is determined by the clearing prices of each round of the annual Financial 

Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 

Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 

entity’s Auction Revenue Rights. 

 

(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 

Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 

be determined on a monthly basis for each month in a Planning Period beginning with the month 

the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 

Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 

equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 

differential between the source and sink nodes of the corresponding FTR obligation in each 

prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 

Rights through the end of the relevant Planning Period. 
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7.4.4 Calculation of Auction Revenue Right Credits. 

 

(a) Each day, the total of all the daily Target Allocations determined as specified above in 

Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 

day shall be compared to the total revenues of all applicable monthly Financial Transmission 

Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 

annual Financial Transmission Rights auction (divided by the number of days in the Planning 

Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 

Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 

Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 

pursuant to Section 5.2.6. 

 

(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 

of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 

to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 

positive Target Allocation value. Auction Revenue Rights which have a negative Target 

Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 

Right Credit. 

 

(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 

Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 

charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 

all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 

allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 

assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 

Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 

pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 

Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 

Allocation. 
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 SCHEDULE 2 -  

COMPONENTS OF COST 

 

1. GENERAL COST PROVISIONS 

 

1.1 Permissible Components of Cost-based Offers of Energy. 

 

Each Market Participant obligated to sell energy on the PJM Interchange Energy Market at cost-

based rates may include the following components or their equivalent in the determination of 

costs for energy supplied to or from the PJM Region: 

 

  (a) For generating units powered by boilers 

  Firing-up cost 

  Peak-prepared-for maintenance cost 

      

  (b) For generating units powered by machines 

  Starting cost from cold to synchronized operation 

 

  (c) For all generating units 

  Incremental maintenance cost 

  No-load cost during period of operation 

  Labor cost 

  Operating Costs 

  Opportunity Costs 

  Emission allowances/adders 

Maintenance Adders 

  Ten percent adder 

  Charging costs for Energy Storage Resources 

Fuel Cost 

 

1.2 Method of Determining Cost Components. 

 

The PJM Board, upon consideration of the advice and recommendations of the Members 

Committee, shall from time to time define in detail the method of determining the costs entering 

into the said components, and the Members shall adhere to such definitions in the preparation of 

incremental costs used on the Interconnection. 

 

1.3 Application of Cost Components to Three-Part Cost-based Offers. 

 

A cost-based offer, as defined in Operating Agreement, Schedule 1, section 1.2, is a three-part 

offer consisting of Start-up Costs, No-load Costs, and the Incremental Energy Offer.  These 

terms are as defined in Operating Agreement, section 1.   

 

The following lists the categories of cost that may be applicable to a Market Participant’s three-

part cost-based offer: 
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(a) For Start-up Costs

Fuel cost  

Emission allowances/adders 

Maintenance Adders  

Operating Costs  

Labor costs  

(b) For No-load Costs

Fuel cost  

Emission allowances/adders 

Maintenance Adders  

Operating Costs  

(c) Incremental Costs in Incremental Energy Offers

Fuel cost   

Emission allowances/adders 

Maintenance Adders   

Operating Costs   

Opportunity Costs  

(d) All fuel costs shall employ the marginal fuel price experienced by the Member.

2. FUEL COST POLICY

2.1 Approved Fuel Cost Policy Requirement for Non-Zero Cost-based Offer. 

A Market Seller may only submit a non-zero cost-based offer into the PJM Interchange Energy 

Market for a generation resource if it has a PJM-approved Fuel Cost Policy, or follows the 

temporary cost offer methodology set forth in Operating Agreement, Schedule 2, section 6.3, 

consistent with each fuel type for such generation resource.   

2.2 Fuel Cost Policy Approval Process. 

(a) A Market Seller shall provide a Fuel Cost Policy to PJM and the Market Monitoring Unit

for each generation resource that it intends to submit with a non-zero cost-based offer into the

PJM Interchange Energy Market, for each fuel type utilized by the resource.  The Market Seller

shall submit its initial Fuel Cost Policy for a generation resource to PJM and the Market

Monitoring Unit for review and shall update existing Fuel Cost Policies consistent with the

requirements set forth below in Operating Agreement, Schedule 2, section 2.6.

(i) For each new generation resource for which the Market Seller intends to submit a

non-zero cost-based offer, the Market Seller may also: 

A. Submit a provisional Fuel Cost Policy to PJM and the Market Monitoring Unit for

review and approval when it does not have commercial operating data. The
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provisional Fuel Cost Policy shall describe the Market Seller’s methodology to 

procure and price fuel and include all available operating data.  Within 90 

calendar days of the commercial operation date of such generation resource, the 

Market Seller shall submit to PJM and the Market Monitoring Unit for review an 

updated Fuel Cost Policy reflecting actual commercial operating data of the 

resource; or 

B. Follow the temporary cost offer methodology set forth in Operating Agreement,

Schedule 2, section 6.3, until PJM approves a new Fuel Cost Policy.

(ii) A Market Seller of a generation resource that is transferred from another Market

Seller that intends to submit a non-zero cost-based offer must: 

A. Affirm the currently approved Fuel Cost Policy on file for such generation

resource prior to the submission of a cost-based offer; or

B. Submit an updated Fuel Cost Policy for review, which must be approved prior to

the submission of a cost-based offer developed in accordance with such policy; or

C. Follow the temporary cost offer methodoly set forth in Operating Agreement,

Schedule 2, section 6.3, until PJM approved a new Fuel Cost Policy.

(b) PJM and the Market Monitoring Unit will have an initial thirty (30) Business Days for

review of a submitted policy.

(c) The basis for the Market Monitoring Unit’s review is described in Tariff, Attachment M-

Appendix.  PJM shall consult with the Market Monitoring Unit, and consider any input and

advice timely received from the Market Monitoring Unit, in its determination of whether to

approve a Market Seller’s Fuel Cost Policy.

(d) After it has completed its evaluation of the submitted Fuel Cost Policy, PJM shall notify

the Market Seller in writing, with a copy to the Market Monitoring Unit, whether the Fuel Cost

Policy is approved or rejected.  If PJM rejects a Market Seller’s Fuel Cost Policy, PJM shall

include an explanation for why the Fuel Cost Policy was rejected in its written notification.

(e) PJM shall establish an expiration date for each Fuel Cost Policy, with timely input and

advice from the Market Monitoring Unit and Market Seller, and notify the Market Seller of such

date at the time of the Fuel Cost Policy approval. Upon such expiration, the Fuel Cost Policy will

no longer be deemed approved by PJM and the provisions of Operating Agreement, Schedule 2,

section 2.4(b) shall apply.

2.3 Standard of Review. 

(a) PJM shall review and approve a Fuel Cost Policy if it meets the requirements set forth in

subsections (a)(i) through (v) of this section.  PJM shall reject Fuel Cost Policies that fail to meet

such requirements and that do not accurately reflect the applicable costs, such as the fuel source,
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transportation cost, procurement process used, applicable adders, commodity cost, or provide 

sufficient information for PJM to verify the Market Seller’s fuel cost at the time of the Market 

Seller’s cost-based offer.  If PJM rejects a Market Seller’s Fuel Cost Policy, PJM shall include an 

explanation for why the Fuel Cost Policy was rejected in its written notification.  A Fuel Cost 

Policy must: 

(i) Provide information sufficient for the verification of the Market Seller’s fuel

pricing and/or cost estimation method, as further described below and in PJM Manual 15, and 

how those practices are utilized to determine cost-based offers the Market Seller submits into the 

PJM Interchange Energy Market; 

(ii) Reflect the Market Seller’s applicable commodity and/or transportation contracts

(to the extent it holds such contracts) and the Market Seller’s method of calculating delivered 

fossil fuel cost, limited to inventoried cost, replacement cost or a combination thereof, that 

reflect the way fuel is purchased or scheduled for purchase, and set forth all applicable indices as 

a measure that PJM can use to verify how anticipated spot market purchases are utilized in 

determining fuel costs; 

(iii) Provide a detailed explanation of the basis for and reasonableness of any

applicable adders included in determining fuel costs in accordance with PJM Manual 15; 

(iv) Account for situations where applicable indices or other objective market

measures are not sufficiently  liquid by documenting the alternative means actually utilized by 

the Market Seller to price the applicable fuel used in the determination of its cost-based offers, 

such as documented quotes for the procurement of natural gas; and 

(v) Adhere to all requirements of PJM Manual 15 applicable to the generation

resource. 

(b) To the extent a Market Seller proposes alternative measures to document its fuel costs in

its Fuel Cost Policy for a generation resource, the Market Seller shall explain how such

alternative measures are consistent with or superior to the standard specified in subsection (a) of

this section, accounting for the unique circumstances associated with procurement of fuel to

supply the generation resource.

(c) If PJM determines that a Fuel Cost Policy submitted for review does not contain adequate

support for PJM to make a determination as to the acceptability of any portion of the proposed

policy consistent with the standards set forth above, PJM shall reject the Fuel Cost Policy.  If

PJM rejects the Fuel Cost Policy, the Market Seller may use:

(i) The existing approved Fuel Cost Policy, if the policy is not expired and is still

reflective of the Market Sellers current fuel pricing and/or cost estimation method; or 

(ii) The temporary cost offer methodology provided in Operating Agreement,

Schedule 2, section 6.3 to develop its cost-based offers until such time as PJM approves a new 

Fuel Cost Policy for the Market Seller. 
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2.4 Expiration of Approved Fuel Cost Policies. 

(a) PJM, in consultation with the Market Seller and with timely input and advice from the

Market Monitoring Unit, may:

(i) Update the Market Seller’s Fuel Cost Policy expiration date, with at least 90 days

notification to the Market Seller, due to a business rule change in the PJM Governing 

Documents. 

(ii) Immediately expire the Market Seller’s Fuel Cost Policy with written notification

to the Market Seller when  a change in circumstance causes the Market Seller’s fuel pricing 

and/or cost estimation method to be no longer consistent with the approved Fuel Cost Policy, this 

Operating Agreement, Schedule 2 or PJM Manual 15. 

(b) If the Market Seller of a generation resource that has been transferred from another

Market Seller does not affirm the current approved Fuel Cost Policy on file for that generation

resource, then such Fuel Cost Policy shall terminate  as of the date on which  the generation

resource was transferred to the new Market Seller.

(c) PJM shall notify the Market Seller and the Market Monitoring Unit in writing when it has

approved or denied a requested update to a Fuel Cost Policy expiration date and the rationale for

its determination.

(d) On the next Business Day following the expiration of a Fuel Cost Policy, the Market

Seller may only submit a cost-based offer of zero or a cost-based offer that is consistent with the

temporary cost offer methodology in Operating Agreement, Schedule 2, section 6.3 until a new

Fuel Cost Policy is approved by PJM for the relevant resource.  If PJM expires a Market Seller’s

previously approved Fuel Cost Policy under Operating Agreement, Schedule 2, section 2.4(a)(i)

or (ii), PJM shall notify the Market Seller in writing, with a copy to the Market Monitoring Unit,

and include an explanation for the expiration, along with relevant documentation to support the

expiration of a Fuel Cost Policy.  Upon expiration, the Market Seller may rebut the expiration

pursuant to Operating Agreement, Schedule 2, section 6.2

2.5 Information Required To Be Included In Fuel Cost Policies. 

(a) Each Market Seller shall include in its Fuel Cost Policy the following information, as

further described in the applicable provisions of PJM Manual 15:

(i) For all Fuel Cost Policies, regardless of fuel type, the Market Seller shall provide

a detailed explanation of the Market Seller’s established method of calculating or estimating fuel 

costs, indicating whether fuel purchases are subject to a contract price and/or spot pricing, and 

specifying how it is determined which of the contract prices and/or spot market prices to use.  

The Market Seller shall include its method for determining commodity, handling and 

transportation costs.   
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(ii) For Fuel Cost Policies applicable to generation resources using a fuel source other

than natural gas, the Market Seller shall adhere to the following guidelines: 

1. Fuel costs for solar and run-of-river hydro resources shall be zero.

2. Fuel costs for nuclear resources shall not include in-service interest

charges whether related to fuel that is leased or capitalized.

3. For Pumped Storage Hydro resources, fuel cost shall be determined based

on the amount of energy necessary to pump from the lower reservoir to the upper

reservoir.

4. For wind resources, the Market Seller shall identify how it accounts for

renewable energy credits and production tax credits.

5. For solid waste, bio-mass and landfill gas resources, the Market Seller

shall include the costs of such fuels even when the cost is negative.

6. For Energy Storage Resources, fuel cost shall include costs to charge for

later injection to the grid.

(iii) Market Sellers shall report, for all of the generation resource’s operating modes,

fuels, and at various operating temperatures, the incremental, no load and start heat requirements, 

the method of developing heat inputs, and the frequency of updating heat inputs when requested 

by the Office of the Interconnection. 

(iv) Market Sellers shall include any applicable unit specific performance factors, and the

method used to determine them, which may be modified seasonally to reflect ambient conditions 

when requested by the Office of the Interconnection.   

(v) Market Sellers shall include the cost-based Start Cost calculation for the generation

resource, and identify for each temperature state the starting fuel (MMBtu), station service 

(MWh), start Maintenance Adder, and any Start Additional Labor Cost when requested by the 

Office of the Interconnection. 

(vi) A Fuel Cost Policy shall also include any other incremental operating costs included

in a Market Seller’s cost-based offer for a resource, including but not limited to the consumables 

used for operation and the marginal value of costs in terms of dollars per MWh or dollars per 

unit of fuel, along with all applicable descriptions, calculation methodologies associated with 

such costs, and frequency of updating such costs. 

2.6 Periodic Update and Review of Fuel Cost Policies. 

Prior to expiration of a Fuel Cost Policy, all Market Sellers will be required to either submit to 

PJM and the Market Monitoring Unit an updated Fuel Cost Policy that complies with this 

Operating Agreement, Schedule 2 and PJM Manual 15, or confirm that their expiring Fuel Cost 



Page 103

Policy remains compliant, pursuant to the procedures and deadlines specified in PJM Manual 15.  

PJM shall consult with the Market Monitoring Unit, and consider any input timely received from 

the Market Monitoring Unit, in its determination of whether to approve a Market Seller’s 

updated Fuel Cost Policy.  After it has completed its evaluation of the request, PJM shall notify 

the Market Seller in writing, with a copy to the Market Monitoring Unit, of its determination 

whether the updated Fuel Cost Policy is approved or rejected.  If PJM rejects a Market Seller’s 

updated Fuel Cost Policy, in its written notification, PJM shall provide an explanation for why 

the Fuel Cost Policy was rejected.   

The Market Seller shall follow the applicable processes and deadlines specified in this Operating 

Agreement, Schedule 2 and the PJM Manual 15 to submit an updated Fuel Cost Policy: 

(a) If the Market Seller’s fuel pricing or cost estimation method is no longer consistent with

the approved Fuel Cost Policy, or

(b) If a Market Seller desires to update its Fuel Cost Policy.

2.7 Market Monitoring Unit Review For Market Power Concerns.

Nothing in this Operating Agreement, Schedule 2 is intended to abrogate or in any way alter the 

responsibility of the Market Monitoring Unit to make determinations about market power 

pursuant to Tariff, Attachment M and Attachment M-Appendix. 

3. EMISSION ALLOWANCES/ADDERS

3.1 Review of Emissions Allowances/Adders. 

(a) For emissions costs, Market Sellers shall report the emissions rate of each generation

resource, the method for determining the emissions allowance cost, and the frequency of

updating emission rates.  Such adders must be submitted and reviewed at least annually by PJM

and be changed if they are no longer accurate.

(b) Market Sellers may submit emissions cost information to PJM and the Market

Monitoring Unit as part of the information it submits during the annual Fuel Cost Policy review

process, described in Operating Agreement, Schedule 2, section 2.6.  The basis for the Market

Monitoring Unit’s review is described in Tariff, Attachment M-Appendix, section II.A.2.  PJM

shall consult with the Market Monitoring Unit, and consider any input and advice timely

received from the Market Monitoring Unit, in its determination of whether to approve emissions

costs.

4. MAINTENANCE ADDERS & OPERATING COSTS

4.1 Maintenance Adders 

Maintenance Adders are expenses directly related to electric production and can be a function of 

starts and/or run hours.  Allowable expenses may include repair, replacement, and major 
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inspection, and overhaul expenses including variable long term service agreement expenses.  

Maintenance Adders are calculated as the 10 or 20 year average cost of a unit’s maintenance 

history, or all available actual maintenance history if a unit has less than 20 years of maintenance 

history.  The major inspection and overhaul costs listed below in sections (a)-(c) are not 

exhaustive.  A Market Seller may include costs in cost-based offers if those costs are similar to 

the costs outlined in this provision, so long as they are variable costs that are directly attributable 

to the production of electricity. 

(a) Major inspections and overhauls of gas turbine and steam turbine generators include, but

are not limited to, the following costs:

• turbine blade repair/replacement;

• turbine diaphragm repair;

• casing repair/replacement;

• bearing repair/refurbishment;

• seal repair/replacement and generator refurbishment;

• heat transfer replacement and cleaning;

• cooling tower fan motor and gearbox inspection;

• cooling tower fill and drift eliminators replacement;

• Selective Catalytic Reduction and CO Reduction Catalyst replacement;

• Reverse Osmosis Cartridges replacement;

• air filter replacement;

• fuel and water pump inspection/replacement;

(b) Major maintenance of gas turbine generators directly related to electric production

include, but are not limited to:

• compressor blade repair/replacement;

• hot gas path inspections, repairs, or replacements.

(c) Major maintenance of steam turbine generators directly related to electric production

include, but are not limited to:

• stop valve repairs;

• throttle valve repairs;

• nozzle block repairs;

• intercept valve repairs.

(d) Maintenance Costs that cannot be included in a Market Seller’s cost-based offer are

preventative maintenance and routine maintenance on auxiliary equipment like buildings,

HVAC, compressed air, closed cooling water, heat tracing/freeze protection, and water

treatment.

4.2 Operating Costs 
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(a) Operating Costs are expenses related to consumable materials used during unit operation

and include, but are not limited to, lubricants, chemicals, limestone, trona, ammonia, acids,

caustics, water injection, activated carbon for mercury control, and demineralizers usage.  These

operating costs not exhaustive.  A Market Seller may include other operating costs in cost-based

offers so long as they are operating costs that are directly attributable to the production of

energy.

(b) Operating Costs may be calculated based on a fixed or rolling average of values from one

to five years in length, reviewed (and updated if changed) annually, or a rolling average from

twelve to sixty months in length, reviewed (and updated if changed) monthly.

4.3 Labor Costs 

Labor costs included in cost-based offers do not include straight-time labor costs and are limited 

to: (1) start-up costs for additional staffing requirements and (2) contractor labor or plant 

personnel overtime labor included in the Maintenance Adder associated with maintenance 

activities directly related to electric production. Straight time labor expenses may be included 

under an Avoidable Cost Rate in the RPM auction. 

4.4 Review of Maintenance Adders & Operating Costs. 

(a) Maintenance Adders and Operating Costs must be submitted and reviewed at least

annually by PJM and be changed if they are no longer accurate.  Maintenance Adders and

Operating Costs cannot include any costs that are included in the generation resource’s

Avoidable Cost Rate pursuant to Tariff, Attachment DD, section 6.8(c).

(b) Market Sellers must specify the maintenance history years utilized in calculating

Maintenance Adders during the annual review.

(c) Market Sellers must specify the years used to calculate Operating Costs during the annual

review.  Market Sellers that elect to use a six month to twelve month rolling average must submit

these costs for a monthly review.

(d) Market Sellers may submit Maintenance Adder and Operating Costs information to PJM

and the Market Monitoring Unit as part of the information it submits during the annual Fuel Cost

Policy review process, described in Operating Agreement, Schedule 2, section 2.6. The basis for

the Market Monitoring Unit’s review is described in Tariff, Attachment M-Appendix, section

II.A.2.  PJM shall consult with the Market Monitoring Unit, and consider any input and advice

timely received from the Market Monitoring Unit, in its determination of whether to approve

Maintenance Adders and Operating Costs.

5. OPPORTUNITY COSTS

(a) For a generating unit that is subject to operational limitations due to energy or

environmental limitations imposed on the generating unit by Applicable Laws and Regulations,

the Market Participant may include a calculation of its “Opportunity Costs” which is an amount
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reflecting the unit-specific Energy Market Opportunity Costs expected to be incurred. Such unit-

specific Energy Market Opportunity Costs are calculated by forecasting Locational Marginal 

Prices based on future contract prices for electricity using PJM Western Hub forward prices, 

taking into account historical variability and basis differentials for the bus at which the 

generating unit is located for the prior three year period immediately preceding the relevant 

compliance period, and subtract therefrom the forecasted costs to generate energy at the bus at 

which the generating unit is located, as specified in more detail in PJM Manual 15.  If the 

difference between the forecasted Locational Marginal Prices and forecasted costs to generate 

energy is negative, the resulting Energy Market Opportunity Cost shall be zero.  Notwithstanding 

the foregoing, a Market Participant may submit a request to PJM for consideration and approval 

of an alternative method of calculating its Energy Market Opportunity Cost if the standard 

methodology described herein does not accurately represent the Market Participant’s Energy 

Market Opportunity Cost. 

(b) For a generating unit that is subject to operational limitations because it only has a

limited number of starts or available run hours resulting from (i) the physical equipment

limitations of the unit, for up to one year, due to original equipment manufacturer

recommendations or insurance carrier restrictions, or (ii) a fuel supply limitation, for up to one

year, resulting from an event of Catastrophic Force Majeure, the Market Participant may include

a calculation of its “Opportunity Costs” which is an amount reflecting the unit-specific Non-

Regulatory Opportunity Costs expected to be incurred.  Such unit-specific Non-Regulatory

Opportunity Costs are calculated by forecasting Locational Marginal Prices based on future

contract prices for electricity using PJM Western Hub forward prices, taking into account

historical variability and basis differentials for the bus at which the generating unit is located for

the prior three year period immediately preceding the period of time in which the unit is bound

by the referenced restrictions, and subtract therefrom the forecasted costs to generate energy at

the bus at which the generating unit is located, as specified in more detail in PJM Manual 15. If

the difference between the forecasted Locational Marginal Prices and forecasted costs to

generate energy is negative, the resulting Non-Regulatory Opportunity Cost shall be zero.

6. PENALTY PROVISIONS

6.1 Penalties. 

(a) If upon review of a Market Seller’s cost-based offer, PJM determines that the offer is not

in compliance with the Market Seller’s PJM-approved Fuel Cost Policy or this Operating

Agreement, Schedule 2 and the Market Monitoring Unit agrees with that determination, or the

Market Monitoring Unit determines that the offer is not in compliance with the Market Seller’s

PJM-approved Fuel Cost Policy and PJM agrees with the Market Monitoring Unit’s

determination, or PJM determines that any portion of the cost-based offer is not in compliance

with this Operating Agreement, Schedule 2, the Market Seller shall be subject to a penalty.  If:

1. The Market Seller ceased submitting the non-compliant offer either prior

to, or upon notification from PJM, or the Market Seller reports such error to PJM

after ceasing submission of the non-compliant cost-based offer then the penalty
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calculation will use the average hourly MWh and LMP for each hour of the day 

across the non-compliant period, as shown in the equation below.  For the 

purposes of this equation, the non-compliant period is defined as the first hour of 

the Operating Day for which the non-compliant offer was first submitted through 

the earlier of: a) the last hour of the Operating Day for which the non-compliant 

offer was submitted; or b) notification of the non-compliant offer from PJM.   

Non-Escalating Penalty = 

24 

∑ ((  1 

) x LMPh  x MWh x E x I ) 20 

h=1 

where: 

h is the applicable hour of the Operating Day. 

LMPh  is the average hourly real-time LMP at the applicable location of the resource for 

the given hour across the non-compliant period. 

MWh  is the average hourly available capacity of the resource for the given hour across 

the non-compliant period, where available capacity is defined as the greater of the real-

time megawatt output and emergency maximum of the generation resource. 

E is the Market Seller error identification factor.  The Market Seller error identification 

factor shall be equal 0.25 when the non-compliant offer is identified by the Market Seller 

without inquiry from or being prompted by PJM or the Market Monitoring Unit, and 

PJM, with timely input and advice from the Market Monitoring Unit, agrees that the 

Market Seller first identified the error. The Market Seller error identification shall equal 1 

in the absence of a valid self-identified error. 

I is the market impact factor over the duration of the non-compliant cost-based offer.  The 

market impact factor shall be equal to 1 if the Market Seller continued submitting non-

compliant offers after receiving notice from PJM of its non-compliant offer, or if the 

Market Seller continued submitting non-compliant offers after notifying PJM of the non-

compliant cost-based offer, or when any of the following conditions exist for any hour 

throughout the duration of the non-compliant cost-based offer: 

A. The generation resource clears in the Day-ahead Energy Market on the

non-compliant cost-based offer, or runs in Real-time Energy Market on the

non-compliant cost-based offer and is either:

(i) paid day-ahead or balancing operating reserves as described in

Operating Agreement, Schedule 1, section 3.2.3; or
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(ii) The marginal resource for energy, transmission constraint control,

regulation or reserves.

B. The Market Seller does not pass the three pivotal supplier test as described

in Operating Agreement, Schedule 1, section 6.4.1(e) and any of the following

conditions apply:

(i) The generation resource is not committed

(ii) The generation resource runs on its cost-based offer

(iii) The generation resource is running on its market-based offer  and

it did not pass the three pivotal supplier test at the time of commitment

C. The non-compliant incremental cost-based offer is greater than

$1,000.MWh

If none of the above conditions apply, then the market impact factor shall be 

equal to 0.1 

2. In addition to being issued the penalty described in 6.1(a)(1), a Market

Seller will be subject to a daily escalating penalty for each day beyond which

the Market Seller continues submitting the non-compliant cost-based offer

after notification from PJM, or after the Market Seller reports such error to

PJM.  Escalating daily penalty will be calculated as shown in the equation

below:

Escalating Daily Penalty = 

24 

∑ ((  d 

) x LMPh  x MWh ) 20 

h=1 

where: 

d is the the number of days, starting at 2 and increasing by 1 for each 

additional day of non-compliance following notification, and capped at a 

value of 15.   

h is the applicable hour of the Operating Day. 

LMPh is the hourly real-time LMP at the applicable pricing location for the resource 

for the applicable hour of the Operating Day. 



Page 109

MWh is the hourly available capacity of the resource for the applicable hour of the 

Operating Day, where available capacity is defined as the greater of the real-time 

megawatt output and emergency maximum of the generation resource.  

(b) All charges collected pursuant to this provision shall be allocated to Market Participants

based on each Market Participant’s real-time load ratio share for each applicable hour, as

determined based on the Market Participant’s total hourly load (net of operating Behind The

Meter Generation, but not to be less than zero) to the total hourly load of all Market Participants

in the PJM Region.

(c) Market Sellers that are assessed a penalty for a cost-based offer not in compliance with

the Market Seller’s PJM-approved Fuel Cost Policy, the temporary cost offer methodology, or

this Schedule 2 shall be assessed penalties until the day after PJM determines that the Market

Seller’s cost-based offers are in compliance with the Market Seller’s approved Fuel Cost Policy

or in compliance with this Schedule 2.  Such penalties will be assessed for no less than one (1)

Operating Day.

6.2 Rebuttal Period To Challenge Expiration of Fuel Cost Policy. 

Market Sellers who have a Fuel Cost Policy that has been immediately expired by PJM will be 

provided a three (3) Business Day rebuttal period, starting from the date of expiration, to submit 

supporting documentation to PJM demonstrating that the expired Fuel Cost Policy accurately 

reflects the fuel pricing and/or cost estimation methoddocumented in the previously approved 

Fuel Cost Policy that was expired.  However, if, upon review of the Market Seller’s supporting 

documentation, PJM determines that the expired policy accurately reflects the Market Seller’s 

actual methodology used to develop the cost-based offer that was submitted at the time of 

expiration and that the Market Seller has not violated its Fuel Cost Policy, then PJM will make 

whole the Market Seller via uplift payments for the time period for which the applicable Fuel 

Cost Policy had been expired and the generation resource was mitigated to its cost-based offer. 

6.3 Exemption From Penalty 

(a) A Market Seller will not be subject to a penalty   under Operating Agreement, Schedule 2,

section 6.1 for utilizing a fuel pricing and/or cost estimation method inconsistent with the

methodology in the Market Seller’s PJM-approved Fuel Cost Policy or this Operating

Agreement, Schedule 2 if the reason for fuel pricing and/or cost estimation deviation is due to an

unforeseen event outside of the control of the Market Seller, its agents, and its affiliated fuel

suppliers which, by exercise of due diligence the Market Seller could not reasonably have

contemplated at the time the Fuel Cost Policy was developed, such as:

(i) physical events such as acts of God, landslides, lightning, earthquakes, fires, storms or storm

warnings, such as hurricanes, which result in evacuation of the affected area, floods, washouts,

explosions, breakage or accident or necessity of repairs to machinery or equipment or lines of

pipe;
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(ii) weather related events affecting an entire geographic region, such as low temperatures which

cause freezing or failure of wells or lines of pipe or other fuel delivery infrastructure;

(iii) interruption and/or curtailment of firm transportation and/or storage by transporters;

(iv) acts of unaffiliated third parties including but not limited to strikes, lockouts or other

industrial disturbances, riots, sabotage, insurrections or wars, or acts of terror; and

(v) governmental actions such as necessity for compliance with any court order, law, statute,

ordinance, regulation, or policy having the effect of law promulgated by a governmental

authority having jurisdiction.

(b) Market Seller shall provide evidence of the event and direct impact on the Market Seller’s

ability to utilize a fuel pricing and/or cost estimation method consistent with the methodology in

the Market Seller’s PJM-approved Fuel Cost Policy or this Operating Agreement, Schedule 2.

Such evidence shall be provided to PJM and the Market Monitoring Unit. Upon providing such

evidence to PJM and the Market Monitoring Unit, and after receiving timely comments from the

Market Monitoring Unit, PJM shall determine and notify the Market Seller as to whether the

evidence sufficiently demonstrates that the force majeure event directly impacted the Market

Seller’s ability to conform to the methodology described in the applicable PJM-approved Fuel

Cost Policy. The applicability of this provision shall not apply for economic hardship nor obviate

the requirement for a Market Seller to submit cost-based offers that are just and reasonable, and

utilize best available information to develop fuel costs during a force majeure event.

6.4      Temporary Cost Offer Methodology 

(a) As an option, Market Sellers may utilize the temporary  cost offer methodology to

calculate a generation resource’s cost-based offer while developing a new Fuel Cost Policy in

good faith for the following:

(i) Generation resources that initiate participation in the PJM Energy Market

(ii) Generation resources transferring from one Market Seller to another Market Seller

(iii) Generation resources that have an expired Fuel Cost Policy

(b) The temporary cost offer methodology shall be comprised of the index settle price,

described below, at the PJM-assigned commodity pricing point multiplied by heat input curves

submitted by the Market Seller, as described in Manual 15.

For generation resources that opt-out of intraday offers, the last published closing index 

settle price shall be used for all hours of the Operating Day.  

For generation resources that opt-in to intraday offers, index settle prices shall be based 

on the last published closing settle price for all hours of the Operating Day , and updated to 

reflect the:  
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1. last published closing settle price, if decreased, for hours ending 11

through 24 for natural gas

2. last published closing settle price, if decreased, for all hours of the

Operating Day for all other fuel types

(c) The commodity pricing point and index publication source shall be assigned by PJM in

consultation with the Market Seller and with timely input and advice from the Market Monitoring

Unit.

(d) A Market Seller may not include any of the other permissible components for cost-based

offers that listed in this Operating Agreement, section 1.1.

(e) If a Market Seller without a PJM-approved Fuel Cost Policy does not utilize this temporary

cost offer methodology to calculate its cost-based offer, the Market Seller shall only submit a

zero cost-based offer.
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GDECS - Proposed Clean-Up, Clarification and Corrections to Governing Documents 
For Discussion at GDECS April 29, 2021 

 

 

 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

1.  Tariff, Part I 
(Definitions) 
 
Operating Agreement, 
Section 1 (Definitions) 
 

Various No substantive revisions.   

 

INCLUDED IN CHART FOR 
INFORMATIONAL PURPOSES 
ONLY.  NO VOTE REQUIRED. 
 
PJM proposes to submit a clean-
up filing to reincorporate 
revisions that FERC has 
previously accepted but which 
are not reflected in the posted 
versions of the governing 
documents. This results when 
multiple filings are submitted in 
the same section, the first filing 
requests an effective date that is 
prior to the effective date that the 
next filing is requesting, but we 
receive a FERC order for the 
second filing with the later 
effective date first.  When we 
receive the FERC order 
accepting the first filing that has 
an earlier effective date, when 
the revisions from the first filing 
are merged in eTariff, it deletes 
the revisions from the second 
filing with the later effective date 
due to the design of the eTariff 
software.  
 
Docket Nos. for which revisions 
need to be reincorporated: 
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GDECS - Proposed Clean-Up, Clarification and Corrections to Governing Documents 
For Discussion at GDECS April 29, 2021 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

 ER18-1314 (MOPR)

 EL19-58 (Reserve)

 ER19-105 (VRR)

 ER19-469 (ESR Compliance)

 ER19-945 (FTR)

 ER19-744-000 (GDECS)

 ER19-1958 (Order 845)

 ER20-1336 (Confidentiality)

 ER20-1451 (Credit)

 ER20-2799-000 (GDECS)

 ER21-1211 (Surety Bonds) –
if accepted before filing is
submitted

 ER21-1591(Real Time Market
Values) – if accepted before
filing is submitted

 Any other filing for which
revisions were accepted by
FERC but were later removed
due to the limitations of the
eTariff software

To further address this issue, 
PJM plans to recollate its eTariff 
definition sections to break them 
into smaller portions to reduce 
the number of clean-up filings we 
have to make in order to ensure 
all revisions that have been 
accepted by FERC are reflected 
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GDECS - Proposed Clean-Up, Clarification and Corrections to Governing Documents 
For Discussion at GDECS April 29, 2021 

 

 

 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

in the posted versions of the 
governing documents.   
 
None of this requires PJM to 
make any wording changes to 
the governing documents that 
have not already been approved 
by FERC.  These filings will 
merely incorporate those already 
accepted revisions back into the 
governing documents. 

2.  Tariff, Schedule 6A, 
section 18 

“12-Month Forward Strip” is the average of forward prices for the fuel burned 

in the Black Start Unit traded the first Business Day on or following May 1. 

 

“Bond rate” is the value determined with reference to the Moody's Utility Index 

for bonds rated Baa1 reported the first Business Day on or following May 1. 

 

 

“12-Month Forward Strip” is the average of forward prices for the fuel burned 

in the Black Start Unit traded the first Business Day on or following April May 

1. 

“Bond rate” is the value determined with reference to the Moody's Utility Index 

for bonds rated Baa1 reported the first Business Day on or following April May 

1. 

 

PJM proposes to amend the 
Tariff. Schedule 6A, section 18 
May 1 due date to April 1, for the 
12-Month Forward Strip and 
Moody Bond Rate. to facilitate 
the May 3 due date for 
generators to submit their 
revenue requirements to the 
Market Monitor and PJM for the 
Black Start Service annual 
review of and changes to 
revenue requirement. This 
change is needed to address 
those years when May 1 falls on 
a Saturday which does not leave 
sufficient time for generators to 
submit their revenue 
requirements by close of 
business on May 3 in 
accordance with section 17A.   
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GDECS - Proposed Clean-Up, Clarification and Corrections to Governing Documents 
For Discussion at GDECS April 29, 2021 

 

 

 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

3.  Operating Agreement, 
Schedule 2, section 
6.1(a) 

The Market Seller ceased submitting the non-compliant offer either prior to, or 

upon notification from PJM, or the Market Seller reports such error to PJM 

after ceasing submission of the non-compliant cost-based offer then the 

penalty calculation will use the average hourly MWh and LMP for each hour of 

the day across the non-compliant period, as shown in the equation below.  For 

the purposes of this equation, the non-compliant period is defined as the first 

hour for which the non-compliant offer was first submitted through the earlier 

of: a) the last hour for which the non-compliant offer was submitted; or b) 

notification of the non-compliant offer from PJM.  

The Market Seller ceased submitting the non-compliant offer either prior to, or 

upon notification from PJM, or the Market Seller reports such error to PJM 

after ceasing submission of the non-compliant cost-based offer then the 

penalty calculation will use the average hourly MWh and LMP for each hour of 

the day across the non-compliant period, as shown in the equation below.  For 

the purposes of this equation, the non-compliant period is defined as the first 

hour of the Operating Day for which the non-compliant offer was first 

submitted through the earlier of: a) the last hour of the Operating Day for 

which the non-compliant offer was submitted; or b) notification of the non-

compliant offer from PJM.  

This clarification makes clear 
that the non-compliance period 
is for a minimum of one 
Operating Day, consistent with 
the equation in this section, as 
well as the explicit language in 
Operating Agreement, Schedule 
2, section 6.1(c) that “penalties 
will be assessed for no less than 
one (1) Operating Day.” 
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GDECS - Proposed Clean-Up, Clarification and Corrections to Governing Documents 
For Discussion at GDECS April 29, 2021 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

4. Tariff, Attachment DD, 
section 5.11(e) 

After conducting the Reliability Pricing Model Auctions, PJM will post the 

results of each auction as soon thereafter as possible, including any 

adjustments to PJM Region or LDA Reliability Requirements to reflect Price 

Responsive Demand with a PRD Reservation Price equal to or less than the 

applicable Base Residual Auction clearing price. The posted results shall 

include graphical supply curves that are (a) provided for the entire PJM 

Region, (b) provided for any Locational Deliverability Area for which there are 

four (4) or more suppliers, and (c) developed using a formulaic approach to 

smooth the curves using a statistical technique that fits a smooth curve to the 

underlying supply curve data while ensuring that the point of intersection 

between supply and demand curves is at the market clearing price. 

If PJM discovers an error in the initial posting of auction results for a particular 

Reliability Pricing Model Auction, it shall notify Market Participants of the error 

as soon as possible after it is found, but in no event later than 5:00 p.m. of the 

fifth Business Day following the initial publication of the results of the auction. 

After this initial notification, if PJM determines it is necessary to post modified 

results, it shall provide notification of its intent to do so, together with all 

available supporting documentation, by no later than 5:00 p.m. of the seventh 

Business Day following the initial publication of the results of the auction. 

Thereafter, PJM must post on its Web site any corrected auction results by no 

later than 5:00 p.m. of the tenth Business Day following the initial publication 

of the results of the auction. Should any of the above deadlines pass without 

the associated action on the part of the Office of the Interconnection, the 

originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced 

auction results are under publicly noticed review by the FERC. 

After conducting the Reliability Pricing Model Auctions, PJM will post the 

results of each auction as soon thereafter as possible, including any 

adjustments to PJM Region or LDA Reliability Requirements to reflect Price 

Responsive Demand with a PRD Reservation Price equal to or less than the 

applicable Base Residual Auction clearing price. The posted results shall 

include graphical supply curves that are (a) provided for the entire PJM 

Region, (b) provided for any Locational Deliverability Area for which there are 

four (4) or more suppliers, and (c) developed using a formulaic approach to 

smooth the curves using a statistical technique that fits a smooth curve to the 

underlying supply curve data while ensuring that the point of intersection 

between supply and demand curves is at the market clearing price. 

If PJM discovers an potential error in the initial posting of auction results for a 

particular Reliability Pricing Model Auction, it shall notify Market Participants of 

the error as soon as possible after it is found, but in no event later than 5:00 

p.m. of the fifth Business Day following the initial publication of the results of

the auction. After this initial notification, if PJM determines it is necessary to

post modified results, it shall provide notification of its intent to do so, together

with all available supporting documentation along with a description detailing

the cause and scope of the error, by no later than 5:00 p.m. of the seventh

Business Day following the initial publication of the results of the auction. The

provided description will not contain information that is market sensitive or

confidential. Thereafter, PJM must post on its Web site any corrected auction 

results by no later than 5:00 p.m. of the tenth Business Day following the initial 

publication of the results of the auction. Should any of the above deadlines 

pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if 

the referenced auction results are under publicly noticed review by the FERC. 

The current language in the 

OA/Tariff states that PJM will 

post “all available supporting 

documentation,” which PJM 

cannot do for confidentiality 

reasons. 

These revisions align with PJM’s 

practice of providing relevant 

information about LMP 

repostings for the different 

markets.  See also Monterey 

MA, LLC v. PJM Interconnection, 

L.L.C., 165 FERC ¶ 61,201 at P

45 (2018) (“A reasonable,

common sense interpretation of

“all available supporting

documentation” requires PJM to

provide sufficient data or

documentation to evidence its

reason for the price correction.”).
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5.  Tariff, Attachment K-
Appendix, section 
7.1A.2; Operating 
Agreement, Schedule 
1, section 7.1A.2 

The long-term Financial Transmission Rights auction process shall consist of 

five rounds. The first round shall be conducted by the Office of the 

Interconnection approximately 11 months prior to the start of the three 

Planning Period term covered by the relevant long-term Financial 

Transmission Rights auction. The second round shall be conducted 

approximately 2 months after the first round. The third round shall be 

conducted approximately 2 months after the second round. The fourth round 

shall be conducted approximately 2 months after the third round, and the fifth 

round shall be conducted approximately 3 months after the fourth round. In 

each round 20 percent of total capacity available in the long-term Financial 

Transmission Rights auction shall be offered for sale. Eligible entities may 

submit bids to purchase and offers to sell Financial Transmission Rights at the 

start of the bidding period in each round. The bidding period shall be three 

Business Days ending at 5:00 p.m. on the last day. PJM performs the 

Financial Transmission Rights auction clearing analysis for each round and 

posts the auction results on the market user interface within five Business 

Days after the close of the bidding period for each round unless 

circumstances beyond PJM’s control prevent PJM from meeting the 

applicable deadline. Under such circumstances, PJM will post the auction 

results at the earliest possible opportunity. If the Office of the Interconnection 

discovers an error in the results posted for a long-term Financial Transmission 

Rights auction, the Office of the Interconnection shall notify Market 

Participants of the error as soon as possible after it is found, but in no event 

later than 5:00 p.m. of the Business Day immediately following the initial 

publication of the results for that auction. After this initial notification, if the 

Office of the Interconnection determines it is necessary to post modified 

auction results, it shall provide notification of its intent to do so, together with 

The long-term Financial Transmission Rights auction process shall consist of 

five rounds. The first round shall be conducted by the Office of the 

Interconnection approximately 11 months prior to the start of the three 

Planning Period term covered by the relevant long-term Financial 

Transmission Rights auction. The second round shall be conducted 

approximately 2 months after the first round. The third round shall be 

conducted approximately 2 months after the second round. The fourth round 

shall be conducted approximately 2 months after the third round, and the fifth 

round shall be conducted approximately 3 months after the fourth round. In 

each round 20 percent of total capacity available in the long-term Financial 

Transmission Rights auction shall be offered for sale. Eligible entities may 

submit bids to purchase and offers to sell Financial Transmission Rights at the 

start of the bidding period in each round. The bidding period shall be three 

Business Days ending at 5:00 p.m. on the last day. PJM performs the 

Financial Transmission Rights auction clearing analysis for each round and 

posts the auction results on the market user interface within five Business 

Days after the close of the bidding period for each round unless 

circumstances beyond PJM’s control prevent PJM from meeting the 

applicable deadline. Under such circumstances, PJM will post the auction 

results at the earliest possible opportunity. If the Office of the Interconnection 

discovers an potential error in the results posted for a long-term Financial 

Transmission Rights auction, the Office of the Interconnection shall notify 

Market Participants of the error as soon as possible after it is found, but in no 

event later than 5:00 p.m. of the Business Day immediately following the initial 

publication of the results for that auction. After this initial notification, if the 

Office of the Interconnection determines it is necessary to post modified 

auction results, it shall provide notification of its intent to do so, together with 

The current language in the 

OA/Tariff states that PJM will 

post “all available supporting 

documentation,” which PJM 

cannot do for confidentiality 

reasons.  

These revisions align with PJM’s 

practice of providing relevant 

information about LMP 

repostings for the different 

markets.  See also Monterey 

MA, LLC v. PJM Interconnection, 

L.L.C., 165 FERC ¶ 61,201 at P 

45 (2018) (“A reasonable, 

common sense interpretation of 

“all available supporting 

documentation” requires PJM to 

provide sufficient data or 

documentation to evidence its 

reason for the price correction.”). 
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all available supporting documentation, by no later than 5:00 p.m. of the 

second Business Day following the initial publication of prices for that auction. 

Thereafter, the Office of the Interconnection must post the corrected prices by 

no later than 5:00 p.m. of the fourth calendar day following the initial 

publication of prices in the auction. Should any of the above deadlines pass 

without the associated action on the part of the Office of the Interconnection, 

the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced 

auction results are under publicly noticed review by the FERC. 

all available supporting documentation along with a description detailing the 

cause and scope of the error, by no later than 5:00 p.m. of the second 

Business Day following the initial publication of prices for that auction. The 

provided description will not contain information that is market sensitive or 

confidential. Thereafter, the Office of the Interconnection must post the 

corrected prices by no later than 5:00 p.m. of the fourth calendar day following 

the initial publication of prices in the auction. Should any of the above 

deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if 

the referenced auction results are under publicly noticed review by the FERC.  

6.  Tariff, Attachment K-
Appendix, section 
7.4.2(a); Operating 
Agreement, Schedule 
1, section 7.4.2(a) 

Prior to the end of each PJM Planning Period an annual allocation of Auction 

Revenue Rights for the next PJM Planning Period shall be performed using a 

two stage allocation process. Stage 1 shall consist of stages 1A and 1B, 

which shall allocate ten year and annual Auction Revenue Rights, 

respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 

Auction Revenue Rights allocation process shall be performed in accordance 

with Sections 7.4 and 7.5 hereof and the PJM Manuals. 

With respect to the allocation of Auction Revenue Rights, if the Office of the 

Interconnection discovers an error in the allocation, the Office of the 

Interconnection shall notify Market Participants of the error as soon as 

possible after it is found, but in no event later than 5:00 p.m. of the Business 

Day following the initial publication of allocation results. After this initial 

notification, if the Office of the Interconnection determines that it is necessary 

to post modified allocation results, it shall provide notification of its intent to do 

Prior to the end of each PJM Planning Period an annual allocation of Auction 

Revenue Rights for the next PJM Planning Period shall be performed using a 

two stage allocation process. Stage 1 shall consist of stages 1A and 1B, 

which shall allocate ten year and annual Auction Revenue Rights, 

respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 

Auction Revenue Rights allocation process shall be performed in accordance 

with Sections 7.4 and 7.5 hereof and the PJM Manuals. 

With respect to the allocation of Auction Revenue Rights, if the Office of the 

Interconnection discovers an potential error in the allocation, the Office of the 

Interconnection shall notify Market Participants of the error as soon as 

possible after it is found, but in no event later than 5:00 p.m. of the Business 

Day following the initial publication of allocation results. After this initial 

notification, if the Office of the Interconnection determines that it is necessary 

to post modified allocation results, it shall provide notification of its intent to do 

The current language in the 

OA/Tariff states that PJM will 

post “all available supporting 

documentation,” which PJM 

cannot do for confidentiality 

reasons.  

These revisions align with PJM’s 

practice of providing relevant 

information about LMP 

repostings for the different 

markets.  See also Monterey 

MA, LLC v. PJM Interconnection, 

L.L.C., 165 FERC ¶ 61,201 at P 

45 (2018) (“A reasonable, 
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so, together with all available supporting documentation, by no later than 5:00 

p.m. of the second Business Day following the publication of the initial 

allocation. Thereafter, the Office of the Interconnection must post any 

corrected allocation results by no later than 5:00 p.m. of the fourth calendar 

day following the initial publication. Should any of the above deadlines pass 

without the associated action on the part of the Office of the Interconnection, 

the originally posted results will be considered final. Notwithstanding the 

foregoing, the deadlines set forth above shall not apply if the referenced 

allocation is under publicly noticed review by the FERC. 

so, together with all available supporting documentation along with a 

description detailing the cause and scope of the error, by no later than 5:00 

p.m. of the second Business Day following the publication of the initial 

allocation. The provided description will not contain information that is market 

sensitive or confidential. Thereafter, the Office of the Interconnection must 

post any corrected allocation results by no later than 5:00 p.m. of the fourth 

calendar day following the initial publication. Should any of the above 

deadlines pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if 

the referenced allocation is under publicly noticed review by the FERC.  

common sense interpretation of 

“all available supporting 

documentation” requires PJM to 

provide sufficient data or 

documentation to evidence its 

reason for the price correction.”). 

 

7.  Tariff, Attachment K-
Appendix, section 
1.10.8(e); Operating 
Agreement, Schedule 
1, section 1.10.8(e) 

If the Office of the Interconnection discovers an error in prices and/or cleared 

quantities in the Day-ahead Energy Market or Day-ahead Ancillary Services 

Markets, or the Real-time Energy Market or Real-time Ancillary Services 

Markets after it has posted the results for these markets on its Web site, the 

Office of the Interconnection shall notify Market Participants of the error as 

soon as possible after it is found, but in no event later than 12:00 p.m. of the 

second Business Day following the Operating Day for the Real-time Energy 

Market and Real-time Ancillary Services Markets, and no later than 5:00 p.m. 

of the second Business Day following the initial publication of the results for 

the Day-ahead Energy Market and Day-ahead Ancillary Services Markets. 

After this initial notification, if the Office of the Interconnection determines it is 

necessary to post modified results, it shall provide notification of its intent to 

do so, together with all available supporting documentation, by no later than 

5:00 p.m. of the fifth Business Day following the Operating Day for the Real-

time Energy Market and Real-time Ancillary Services Markets, and no later 

If the Office of the Interconnection discovers an potential error in prices and/or 

cleared quantities in the Day-ahead Energy Market or Day-ahead Ancillary 

Services Markets, or the Real-time Energy Market or Real-time Ancillary 

Services Markets after it has posted the results for these markets on its Web 

site, the Office of the Interconnection shall notify Market Participants of the 

error as soon as possible after it is found, but in no event later than 12:00 p.m. 

of the second Business Day following the Operating Day for the Real-time 

Energy Market and Real-time Ancillary Services Markets, and no later than 

5:00 p.m. of the second Business Day following the initial publication of the 

results for the Day-ahead Energy Market and Day-ahead Ancillary Services 

Markets. After this initial notification, if the Office of the Interconnection 

determines it is necessary to post modified results, it shall provide notification 

of its intent to do so, together with all available supporting documentation 

along with a description detailing the cause and scope of the error, by no later 

than 5:00 p.m. of the fifth Business Day following the Operating Day for the 

The current language in the 

OA/Tariff states that PJM will 

post “all available supporting 

documentation,” which PJM 

cannot do for confidentiality 

reasons.  

These revisions align with PJM’s 

practice of providing relevant 

information about LMP 

repostings for the different 

markets.  See also Monterey 

MA, LLC v. PJM Interconnection, 

L.L.C., 165 FERC ¶ 61,201 at P 

45 (2018) (“A reasonable, 
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than 5:00 p.m. of the fifth Business Day following the initial publication of the 

results in the Day-ahead Energy Market and Day-ahead Ancillary Services 

Markets. Thereafter, the Office of the Interconnection must post on its Web 

site the corrected results by no later than 5:00 p.m. of the tenth calendar day 

following the Operating Day for the Day-ahead Energy Market, Real-time 

Energy Market, and Day-ahead Ancillary Services Markets, and Real-time 

Ancillary Service Markets. Should any of the above deadlines pass without the 

associated action on the part of the Office of the Interconnection, the originally 

posted results will be considered final. Notwithstanding the foregoing, the 

deadlines set forth above shall not apply if the referenced market results are 

under publicly noticed review by the FERC. 

Real-time Energy Market and Real-time Ancillary Services Markets, and no 

later than 5:00 p.m. of the fifth Business Day following the initial publication of 

the results in the Day-ahead Energy Market and Day-ahead Ancillary Services 

Markets. The provided description will not contain information that is market 

sensitive or confidential. Thereafter, the Office of the Interconnection must 

post on its Web site the corrected results by no later than 5:00 p.m. of the 

tenth calendar day following the Operating Day for the Day-ahead Energy 

Market, Real-time Energy Market, and Day-ahead Ancillary Services Markets, 

and Real-time Ancillary Service Markets. Should any of the above deadlines 

pass without the associated action on the part of the Office of the 

Interconnection, the originally posted results will be considered final. 

Notwithstanding the foregoing, the deadlines set forth above shall not apply if 

the referenced market results are under publicly noticed review by the FERC. 

common sense interpretation of 

“all available supporting 

documentation” requires PJM to 

provide sufficient data or 

documentation to evidence its 

reason for the price correction.”). 


