PJM Interconnection

Valley Forge Corporate Center
955 Jefferson Avenue
Norristown, PA 19403-2497

Jennifer H. Tribulski
Senior Counsel

610.666.4363 |fax 610.666.8211
tribuj@pjm.com

October 12, 2010

Via Electronic Filing

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E., Room 1A
Washington, D.C. 20426

Re: PJM Interconnection, L.L..C., Docket No. ER10-1762-001
Reassigne DocketNo.ER11-87-00

Dear Ms. Bose:

In compliance with the September 10, 2010 Order of the Federal Energy
Regulatory Commission (“Commission”) in the above referenced proceeding,' PJIM
Interconnection, L.L.C. (“PJM”) submits for filing modifications to the language PJM
proposed on July 13, 2010 to add a requirement in the PJM Open Access Transmission
Tariff (“PJM Tariff”) and the Amended and Restated Operating Agreement of PJIM
Interconnection, L.L.C. (“OA”) concerning submission of an economic minimum bid in the
real-time energy market.”

Because this pending tariff language predates PJM’s baseline electronic tariff
filing submitted on September 17, 2010, in Docket No. ER10-2710-000,* the effective

date for inclusion of this new tariff language into PJM’s electronic base tariff is

' PJM Interconnection, L.L.C., 132 FERC 4 61,210 (2010) (“Order”).

2 PJM Interconnection, L.L.C., Transmittal Letter, Docket No. ER10-1762-000 (submitted July 13,
2010) (“Transmittal Letter”).

* PJM submitted amendments to the baseline electronic tariff filing on September 23, 2010, in
Docket No. ER10-2710-001 and on September 27, 2010, in Docket No. ER10-2710-002.
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September 17, 2010, in accordance with the Commission’s directives in Order No. 714*
and the Filing Procedures For Electronically Filed Tariffs, Rate Schedules and
Jurisdictional Agreements.”> Although in its Order the Commission accepted the PIM
Tariff and OA revisions effective September 12, 2010, subject to this compliance filing,°
PJM requests that the Commission waive the requirement to submit “sheet-based” tariff
sheets dating back to September 12, 2010 and permit a 5-day later effective date of
September 17, 2010. This is consistent with the Commission’s May 21 eTariff
Procedures Notice, where the Commission explained that the requirement could be
waived for submitting tariff provisions governing periods earlier than the baseline filing
as part of the transmittal letter or as a separate attachment. No parties will be harmed by
implementing these PJM Tariff and OA revisions because the time has already passed
and PJM had no occasion to impose the new requirement during such 5-day period.
L BACKGROUND

OnJuly 13, 2010, PJM submitted proposed PJM Tariff and OA revisions to
ensure that PJM is able to economically dispatch energy-only resources prior to being
required to initiate emergency procedures. PIJM explained it was concerned about the
need to declare emergency procedures and issue verbal dispatch instructions to reduce
output from a resource, where all or a portion of the resource is energy-only, when
resolving transmission constraints. Further, PJIM explained that redispatch for
transmission constraints involves the possibility that some generating units will be

dispatched up, while other resources will be dispatched down in order to maintain

* See Order No. 714 atP 96.

® See Notice of Posting Regarding Filing Procedures for Electronically Filed Tariffs (May 21,
2010), and the associated link to Filing Procedures for Electronically Filed Tariffs, Rate
Schedules and Jurisdictional Agreements, Docket No. RM01-5-000 (“May 21 eTariff Procedures
Notice™).

® OrderatP 7.



transmission facilities within established reliability limits. To address this issue, PJIM
proposed adding language to the PJM Tariff and the OA to require generators to submit an
economic minimum bid in the real-time energy market that is no greater than its level of
capacity interconnection rights (“CIRs”) that are included in its interconnection

agreement or wholesale market participation agreement. PJM explained that certain
generating facilities have CIRs that are less than the facilities’ maximum facility output,
such as wind and solar generation.”

In its Order, the Commission agreed that it was reasonable to place a limit on the
economic minimum a generator will bid into the real-time energy market to ensure that
PJM can manage transmission constraints efficiently while minimizing the need to
initiate emergency procedures.® However, the Commission stated that not all generators
participate in PIM’s capacity market. The Commission is concerned that under the
provisions as proposed, such generators may be required to submit an economic
minimum bid of zero, however, such generators may have physical limitations that would
not permit them to reduce to such a great extent. It said that it would not be reasonable
for PIM to require such a reduction absent emergency conditions.® Thus, the
Commission accepted PJM’s filing, subject to PJM making a compliance filing to:

clarify that it will not require a generator to submit an economic
minimum level in its supply offer that is below its physical
minimum operating level, or adequately explain why it is
reasonable to require a generator to submit an economic minimum

level in its supply offer that is below its physical minimum
operating level.”®

" PJM Transmittal Letter at 2.
® OrderatP 7.

®Id.atP 8.

7d atPo.



As described herein, PJIM s clarifying its proposed language to require that a generator
submit an economic minimum bid that is no greater than the higher of its physical
operating minimum or its CIRs. This will ensure that a generator will not be required to
dispatch to a level that is beyond its physical limitations outside of emergency conditions.
II. COMPLIANCE FILING

To address the Commission’s concerns and comply with the Commission’s Order,
PJM proposes to clarify the PIM Tariff and OA with the following changes - shown in
blackline -- to the language that it proposed on July 13, 2010:*

PJM Tariff Lanquage

Section 36.1.1

Consistent with Section 1.7.4(i) of Schedule 1 to the

Operating Agreement, to the extent its generating facility is
dispatchable, an Interconnection Customer shall submit an
Economic Minimum in the real-time market that is no

greater than the higher of its physical operating minimum or its
Capacity Interconnection Rights.

Attachment K-Appendix, Section 1.7.4(i):

Consistent with Section 36.1.1 of the PJM Tariff, to the
extent its generating facility is dispatchable, a Market
Participant shall submit an Economic Minimum in the
Real-time Energy Market that is no greater than the higher
of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PIM
Tariff, associated with such generating facility under its
Interconnection Service Agreement under Attachment O of
the PJM Tariff or a wholesale market participation
agreement.

"' In its Order, the Commission did not require any revisions to PJM’s proposed definition of
“Economic Minimum” and, thus, this compliance filing transmittal letter does not address the
definition of “Economic Minimum.” However, the redlined and clean PIM Tariff and OA
language enclosed with this filing includes that definition as it was originally proposed. PJM has
included the definition of “Economic Minimum” as Section 1.3.2A.01 of the OA Schedule 1 and
the OATT Attachment K-Appendix, rather than 1.3.2C of those documents as previously
proposed, so that the definition appears in the proper alphabetical order. PJM also includes in
italics language that is currently pending with the Commission in various proceedings.



OA Language:

Schedule 1, Section 1.7.4(i)

Consistent with Section 36.1.1 of the PJM Tariff, to the
extent its generating facility is dispatchable, a Market
Participant shall submit an Economic Minimum in the
Real-time Energy Market that is no greater than the higher
of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PJM
Tariff, associated with such generating facility under its
Interconnection Service Agreement under Attachment O of
the PJM Tariff or a wholesale market participation
agreement.

1I1. EFFECTIVE DATE

PJM requests an effective date of September 17, 2010, the effective date of PJM’s
electronic baseline tariff in Docket No. ER10-2710-000.
Iv. DOCUMENTS ENCLOSED

PJM encloses with this transmittal letter the following: (1) PJM Tariff -- sections
E-F definitions; section 36.1, and Attachment K-Appendix sections 1.3 and 1.7; and (2)
OA Schedule 1 -- Section 1.3 and 1.7.
V. CORRESPONDENCE AND COMMUNICATIONS

Correspondence and communications with respect to this filing should be sent to

the following persons:

Craig Glazer Jennifer Tribulski

Vice President - Federal Government Policy Senior Counsel

PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.
1200 G Street, N.W. 955 Jefferson Avenue

Suite 600 Valley Forge Corporate Center
Washington, D.C. 20005 Norristown, PA 19403

(202) 202-423-4743 (610) 666-4363
glazec@pjm.com tribuj@pjm.com




VI. SERVICE

PJM has served a copy of this filing on all PIM Members and on all state
utility regulatory commissions in the PJM Region by posting this filing
electronically. In accordance with the Commission’s regulations,'? PIM 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.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 PJIM Members and all state utility regulatory
commissions in the PJM Region® alerting them that this filing has been made
by PJM and is available by following such link. PJM also serves the parties

listed on the Commission’s official service list for this docket.

Respectfully submitted,

Jennifer H. Tribulski

Counsel for
PJM Interconnection, L.L.C.

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

* 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.aspx/

Intra-PJM Tariffs

Definitions - E - F
1.10A ECAR:

East Central Area Reliability Council Agreement, a regional reliability council of NERC, or its
successor.

1.10B Economic Minimum:

The lowest incremental MW output level a unit can achieve while following economic dispatch.

1.11  Eligible Customer:

(1) Any electric utility (including any Transmission Owner and any power marketer), Federal
power marketing agency, or any person generating electric energy for sale for resale is an
Eligible Customer under the Tariff. Electric energy sold or produced by such entity may be
electric energy produced in the United States, Canada or Mexico. However, with respect to
transmission service that the Commission is prohibited from ordering by Section 212(h) of the
Federal Power Act, such entity is eligible only if the service is provided pursuant to a state
requirement that the Transmission Provider or Transmission Owner offer the unbundled
transmission service, or pursuant to a voluntary offer of such service by a Transmission Owner.

(i) Any retail customer taking unbundled transmission service pursuant to a state requirement that
the Transmission Provider or a Transmission Owner offer the transmission service, or

pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer
under the Tariff. As used inPart V1, Eligible Customer shall mean only those Eligible

Customers that have submitted a Completed Application.

1.11.01 Emergency Condition:

A condition or situation (i) that in the judgment of any Interconnection Party is imminently likely
to endanger life or property; or (ii) that in the judgment of the Interconnected Transmission
Owner or Transmission Provider is imminently likely (as determined in a non-discriminatory
manner) to cause a material adverse effect on the security of, or damage to, the Transmission
System, the Interconnection Facilities, or the transmission systems or distribution systems to
which the Transmission System is directly or indirectly connected; or (iii) that in the judgment of
Interconnection Customer is imminently likely (as determined in a non-discriminatory manner)
to cause damage to the Customer Facility or to the Customer Interconnection Facilities. System
restoration and black start shall be considered Emergency Conditions, provided that a Generation
Interconnection Customer is not obligated by an Interconnection Service Agreement to possess
black start capability. Any condition or situation that results from lack of sufficient generating
capacity to meet load requirements or that results solely from economic conditions shall not
constitute an Emergency Condition, unless one or more of the enumerated conditions or
situations identified in this definition also exists.
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1.11A Energy Resource:
A generating facility that is not a Capacity Resource.
1.11A.01 Energy Settlement Area:

The bus or distribution of busses that represents the physical location of Network Load and by
which the obligations of the Network Customer to PJM are settled.

1.11B Energy Transmission Injection Rights:

The rights to schedule energy deliveries at a specified point on the Transmission System. Energy
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility
that connects the Transmission System to another control area. Deliveries scheduled using
Energy Transmission Injection Rights have rights similar to those under Non-Firm Point-to-Point
Transmission Service.

1.11C Environmental Laws:

Applicable Laws or Regulations relating to pollution or protection of the environment, natural
resources or human health and safety.

1.12  Facilities Study:

An engineering study conducted by the Transmission Provider (in coordination with the affected
Transmission Owner(s)) to determine the required modifications to the Transmission Provider’s
Transmission System, including the cost and scheduled completion date for such modifications,
that will be required to provide the requested transmission service or to accommodate an
Interconnection Request or Upgrade Request. As used in the Interconnection Service Agreement
or Construction Service Agreement, Facilities Study shall mean that certain Facilities Study
conducted by Transmission Provider (or at its direction) to determine the design and

specification of the Interconnection Facilities necessary to accommodate the New Service
Customer’s New Service Request in accordance with Section 207 of Part VI ofthe Tariff.

1.12A Federal Power Act:

The Federal Power Act, as amended, 16 U.S.C. 8§ 7914, et seq.
1.12B FERC:

The Federal Energy Regulatory Commission or its successor.
1.13  Firm Point-To-Point Transmission Service:

Transmission Service under this Tariff that is reserved and/or scheduled between specified Points of
Receipt and Delivery pursuant to Part Il of this Tariff.
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1.13A Firm Transmission Withdrawal Rights:

The rights to schedule energy and capacity withdrawals from a Point of Interconnection (as
defined in Section 1.33A) of a Merchant Transmission Facility with the Transmission System.
Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C. Transmission
Facility that connects the Transmission System with another control area. Withdrawals scheduled
using Firm Transmission Withdrawal Rights have rights similar to those under Firm Point-to-
Point Transmission Service.

1.13A.01 Force Majeure:

Any cause beyond the control of the affected Interconnection Party or Construction Party,
including but not restricted to, acts of God, flood, drought, earthquake, storm, fire, lightning,
epidemic, war, riot, civil disturbance or disobedience, labor dispute, labor or material shortage,
sabotage, acts of public enemy, explosions, orders, regulations or restrictions imposed by
governmental, military, or lawfully established civilian authorities, which, inany of the
foregoing cases, by exercise of due diligence such party could not reasonably have been
expected to avoid, and which, by the exercise of due diligence, it has been unable to overcome. Force
Majeure does not include (i) a failure of performance that is due to an affected party’s own
negligence or intentional wrongdoing; (ii) any removable or remediable causes (other than
settlement of a strike or labor dispute) which an affected party fails to remove or remedy within a
reasonable time; or (iii) economic hardship of an affected party.
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36.1 General:

Generation Interconnection Requests and Transmission Interconnection Requests shall be
governed by this Section 36.

36.1.01 Generation Interconnection Request:

Except as otherwise provided in this Subpart A with respect to Behind The Meter Generation, an
Interconnection Customer that seeks to interconnect new generation in, or to increase the
capacity of generation already interconnected in, the PJM Region shall submit to the
Transmission Provider a Generation Interconnection Request. A Generation Interconnection
Request shall include: (i) the location of the proposed generating unit site or existing generating
unit; (ii) evidence of an ownership interest in, or right to acquire or control the generating unit
site, such as a deed, option agreement, lease, or other similar document acceptable to the
Transmission Provider; (iii) the size of the proposed generating unit or the amount of increase in
capacity of an existing generating unit; (iv) a description of the equipment configuration and if
the generating unit is a wind generation facility, a set of preliminary electrical design
specifications depicting the wind plant as a single equivalent generator; (V) the planned date the
proposed generating unit or increase in capacity of an existing generating unit will be in service,
such date to be no more than seven years from the date the request is received by the
Transmission Provider unless the Generation Interconnection Customer demonstrates that
engineering, permitting, and construction of the generating unit or increase in capacity will take
more than seven years; and (vi) any additional information as may be prescribed by the
Transmission Provider in the PJIM Manuals; (vii) an executed Generation Interconnection
Feasibility Study Agreement, a form of which is contained in Attachment N, pursuant to which
the Generation Interconnection Customer agrees to reimburse the Transmission Provider for the
cost of the Generation Interconnection Feasibility Study; (viii) an initial deposit of $100 for each
MW requested if the Generation Interconnection Request is received in the first calendar month
of the current New Services Queue; an initial deposit in the amount of $150 for each MW
requested if the Generation Interconnection Request is received in the second calendar month of
the current New Services Queue; or an initial deposit in the amount of $200 for each MW
requested, if the Generation Interconnection Request is received in the third calendar month of
the current New Services Queue; provided, however, that the maximum initial deposit for a
Generation Interconnection Request will be $100,000 regardless of both the size and timing of
such request; and (ix) a base non-refundable deposit of $10,000, if the Generation
Interconnection Request is received in the first calendar month of the current New Services
Queue; a base non-refundable deposit of $20,000 if the Generation Interconnection Request is
received in the second calendar month of the current New Services Queue; or a base non-
refundable deposit of $30,000, if the Generation Interconnection Request is received in the third
calendar month of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Generation Interconnection
Customer's cost responsibility for the Generation Interconnection Feasibility Study. Upon
completion of the Feasibility Study, the Transmission Provider will return any unused refundable
deposit monies to Interconnection Customer. Any remaining non-refundable deposit monies will
be credited toward the Interconnection Customer’s cost responsibility for any other studies
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conducted for that Interconnection Request under Part VI of the Tariff, which will be applied
prior to the deposit monies collected for that other study. Ifany non-refundable deposit monies
remain after all studies are complete, such monies will be returned to a Generation
Interconnection Customer upon Initial Operation, or to a Transmission Interconnection C ustomer
upon energization of completed facilities as provided in Attachment GG, Appendix Il1, Section
20 of the Tariff. The Transmission Provider shall maintain on the Transmission Provider's
website a list of all Generation Interconnection Requests that identifies (A) the proposed
maximum summer and winter megawatt electrical output; (B) the location of the generation by
county and state; (C) the station or transmission line or lines where the interconnection will be
made; (D) the facility’s projected date of Initial Operation; (E) the status of the Generation
Interconnection Request, including its Queue Position; (F) the type of Generation
Interconnection Service requested; (G) the availability of any studies related to the
Interconnection Request; (H) the date of the Generation Interconnection Request; (I) the type of
Generating Facility to be constructed (combined cycle, base load or combustion turbine and fuel
type); and (J) for each Generation Interconnection Request that has not resulted ina completed
interconnection, an explanation of why it was not completed. This list will not disclose the
identity of the Generation Interconnection Customer, except as otherwise provided in Part IV of
the Tariff. The listand the priority of Generation Interconnection Requests shall be included on
the website as part of the New Services Queue.

36.1.02 Generation Interconnection Requests of 20 Megawatts or Less:

The Transmission Provider has developed streamlined processes for Generation Interconnection
Requests involving new generation resources of 20 MW or less and increases in the capacity ofa
generating unit by 20 MW or less over any consecutive 24-month period. The processes for
Generation Interconnection Requests involving increases in capacity by 20 MW or less are set forth
in Subpart G of Part IV of the Tariff and the PJM Manuals.

36.1.03 Transmission Interconnection Request:

An Interconnection Customer that seeks to interconnect or add Merchant Transmission Facilities
to the Transmission System, or to increase the capacity of existing Merchant Transmission
Facilities interconnected with the Transmission System, or to advance the construction of any
transmission enhancement or expansion other than Merchant Transmission Facilities that is
included in the Regional Transmission Expansion Plan prepared pursuant to Schedule 6 of the
Operating Agreement, shall submit to the Transmission Provider a Transmission Interconnection
Request. A Transmission Interconnection Request shall include: (i) the location of the proposed
Merchant Transmission

Facilities and of the substation(s) or other location(s) where the Transmission Interconnection
Customer proposes to interconnect or add its Merchant Transmission Facilities to the
Transmission System; (ii) a description of the proposed Merchant Transmission Facilities;

(iii) the nominal capability or increase in capability (in megawatts) of the proposed Merchant
Transmission Facilities or planned increase in the capability of the existing facilities on which
any proposed Merchant Network Upgrades would be installed; (iv) the planned date the
proposed Merchant Transmission Facilities will be in service, such date to be no more than seven
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years from the date the request is received by the Transmission Provider, unless the
Transmission Interconnection Customer demonstrates that engineering, permitting, and
construction of the Merchant Transmission Facilities will take more than seven years; (v) if the
request relates to proposed Merchant D.C. Transmission Facilities and/or Controllable A.C.
Merchant Transmission Facilities that will interconnect with the Transmission System and with
another control area outside the PJIM Region, the Transmission Interconnection Customer’s
election to receive either (a) Transmission Injection Rights and/or Transmission Withdrawal
Rights, or (b) Incremental Deliverability Rights, Incremental Auction Revenue Rights,
Incremental Capacity Transfer Rights, and Incremental Available Transfer Capability Revenue
Rights, associated with the capability of the proposed Merchant D.C. Transmission Facilities
and/or Controllable A.C. Merchant Transmission Facilities; (vi) if the Transmission
Interconnection Customer will be eligible to receive Incremental Deliverability Rights under
Section 235 of the Tariff, identification of the point on the Transmission System where the
Transmission Interconnection Customer wishes to receive Incremental Deliverability Rights
created by the construction or installation of its proposed Merchant Transmission Facilities;

(vii) any additional information as may be prescribed by the Transmission Provider in the PJM
Manuals; (viii) an executed Transmission Interconnection Feasibility Study Agreement, a form
of which is contained in Attachment S, pursuant to which the Transmission Interconnection
Customer agrees to reimburse the Transmission Provider for the cost of the Transmission
Interconnection Feasibility Study; and (ix) an initial deposit in the amount of $100 for each MW
requested if the Transmission Interconnection Request is received in the first calendar month of
the current New Services Queue; an initial deposit in the amount of $150 for each MW requested
if the Transmission Interconnection Request is received within the second calendar month of the
current New Services Queue; or an initial deposit in the amount of $200 for each MW requested,
if the Transmission Interconnection Request is received within the third calendar month of the
current New Services Queue; provided, however, that the maximum initial deposit for a
Transmission Interconnection Request will be $100,000 regardless of both size and timing of
such request; and (x) a base non-refundable deposit in the amount of $10,000, if the
Transmission Interconnection Request is received within the first calendar month of the date of
the beginning of the current New Services Queue; a base non-refundable deposit in the amount
of $20,000 if the Transmission Interconnection Request is received within the second calendar
month of the current New Services Queue; or a base non-refundable deposit in the amount of
$30,000, if the Transmission Interconnection Request is received within the third calendar month
of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Transmission
Interconnection Customer’s cost responsibility for the Transmission Interconnection Feasibility
Study and other studies conducted under Part IV or Part VI of the Tariff. The Transmission
Provider shall maintain on the Transmission Provider's OASIS a list of all Transmission
Interconnection Requests that identifies (A) in megawatts the potential nominal capability or
increase in capability; (B) the location of the Merchant Transmission Facilities by county and
state; (C) the station or transmission line or lines where the interconnection will be made; (D) the
facility’s projected date of Initial Operation; (E) the status ofthe Transmission Interconnection
Request, including its Queue Position; (F) the availability of any studies related to the
Interconnection Request; (G) the date of the Transmission Interconnection Request; (H) the type
of Merchant Transmission Facilities to be constructed; and (I) for each Transmission
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Interconnection Request that has not resulted ina completed interconnection, an explanation of why
it was not completed. This list will not disclose the identity of the Transmission

Interconnection Customer, except as otherwise provided in Part IV or Part VI of the Tariff. The list
and the priority of Transmission Interconnection Requests shall be included onthe OASIS as a part
of the New Services Queue.

Within 30 days of submitting its Interconnection Request, Transmission Interconnection

Customer shall provide evidence that it has submitted a valid interconnection request with the
adjacent Control Area(s) inwhich it is interconnecting, if applicable. Transmission

Interconnection Customer shall maintain its queue position(s) with such adjacent Control Area(s)
throughout the entire PJM interconnection process.

36.1.1 Interconnection Services for Generation:

Generation Interconnection Customers may request either of two forms of Interconnection
Service, i.e., interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the generator to participate in the PJM Interchange Energy Market
pursuant to the PJM Operating Agreement. Capacity Resource status allows the generator to
participate inthe PJM Interchange Energy Market to be utilized by load-serving entities in the
PJM Region to meet capacity obligations imposed under the Reliability Assurance Agreement
and/or to be designated as a Network Resource under Part I1l. Capacity Resources also may
participate in Reliability Pricing Model Auctions and in Ancillary Services markets pursuant to
the PJM Tariff or the Operating Agreement. Capacity Resource status is based on providing
sufficient transmission capability to ensure deliverability of generator output to the aggregate
PJM Network Load and to satisfy various contingency criteria established by the Applicable
Regional Reliability Council in which the generator is located. Specific tests performed during
the Generation Interconnection Feasibility Study and later System Impact Study will identify
those upgrades required to satisfy the contingency criteria applicable at the generator’s location.

Consistent with Section 1.7.4(i) of Schedule 1 to the Operating Agreement, to the extent its
generating facility is dispatchable, an Interconnection Customer shall submit an Economic
Minimum in the real-time market that is no greater than the higher of its physical operating
minimum or its Capacity Interconnection Rights.

36.1.2 No Applicability to Trans mission Service:

Nothing in this Part IV shall constitute a request for transmission service, or confer upon an
Interconnection Customer any right to receive transmission service, under Part Il or Part I11.

36.1.3 Acknowledgement of Interconnection Request:
The Transmission Provider shall acknowledge receipt of the Interconnectio n Request
(electronically when available to all parties, otherwise written) within five (5) business days after

receipt of the request and shall attach a copy of the received Interconnection Request to the
acknowledgement.
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36.1.4 Deficiencies in Interconnection Request:

An Interconnection Request will not be considered a valid request if Interconnection Customer
has failed to pay any outstanding invoices related to prior Interconnection Requests by the
Interconnection Customer and until all information required under Section 36.1 has been
received by the Transmission Provider. Ifan Interconnection Request fails to meet the
requirements set forth in Section 36.1 or is in arrears as described above, the Transmission
Provider shall so notify the Interconnection Customer (electronically when available to all
parties, otherwise written) within five (5) business days of receipt of the initial Interconnection
Request. Such notice shall explain that the Interconnection Request does not constitute a valid
request and the reasons for such failure to meet the applicable requirements. Interconnection
Customer shall provide the additional information that Transmission Provider’s notice identifies
as needed to constitute a valid request and shall make any payments on any outstanding invoices
within ten (10) business days after receipt of such notice. Upon timely correction of the
deficiency, the Interconnection Request shall be assigned a Queue Position under Section 201 as
of the date that Transmission Provider first received the request. In the event the Interconnection
Customer fails to provide the further information and make payments on any outstanding
invoices required by Transmission Provider’s deficiency notice under this Section 36.1.4, its
Interconnection Request shall be deemed to be terminated and withdrawn.

36.1.5 Scoping Meeting:

Transmission Provider shall provide each Interconnection Customer with an opportunity for a
scoping meeting among the Transmission Provider, the prospective Interconnected Transmission
Owner and the Interconnection Customer. The purpose of the scoping meeting will be to identify
one alternative Point(s) of Interconnection and configurations to evaluate in the Interconnection
Studies and to attempt to select the best alternatives in a reasonable fashion given resources and
information available. The Interconnection Customer may select a maximum of two Point(s) of
Interconnection to be studied during the Interconnection Feasibility Study, a primary and

secondary Point of Interconnection may be selected by the Interconnection Customer. After

receipt of a valid Interconnection Request, Transmission Provider shall offer to arrange, within
seven business days, for the scoping meeting, and shall provide a minimum of three suggested
meeting dates and times for the scoping meeting. The scoping meeting shall be held, or waived

by mutual agreement of the parties within 45 days after receipt of a valid Interconnection

Request, if the Interconnection Request is received in the first calendar month of the current New
Services Queue; or within 30 days if the Interconnection Request is received within the second
calendar month of the current New Services Queue; or in 20 days if the Interconnection Request

is received in the third calendar month of the date of the beginning of the current New Services
Queue. The Interconnection Customer may choose to divide the scoping meeting into two

sessions, one between the Transmission Provider and Interconnection Customer and one among
Transmission Provider, the Interconnection Customer and the prospective Interconnected
Transmission Owner. Such meetings may be held consecutively on the same day. Scoping

meetings may be held in person or by telephone or video conference. Inthe event the
Interconnection Customer fails to waive or complete the scoping meeting requirement, its
Interconnection Request shall be deemed to be terminated and withdrawn.
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36.1.6 Coordination with Affected Systems:

The Transmission Provider will coordinate with Affected System Operators the conduct of any
required studies in accordance with Section 202.

36.1.7 Base Case Data:

Transmission Provider shall provide Interconnection Customer with base power flow, short
circuit and stability databases, including all underlying assumptions, and contingency list upon
request and subject to the confidentiality provisions of Section 223 of the Tariff. Transmission
Provider may require Interconnection Customer to sign a confidentiality agreement before the
release of commercially sensitive information or Critical Energy Infrastructure Information in
the Base Case data. Such databases and lists, hereinafter referred to as Base Cases, shall include
all (1) generation projects and (ii) transmission projects, including merchant transmission
projects, that are included in the then-current, approved Regional Transmission Expansion Plan.
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1.3 Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1A.01 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which

action on behalf of itself or one or more other Members or non-Members, participates in the PJM
Interchange Energy Market by causing a reduction in demand.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,

which is the effect on transmission congestion costs (whether positive or negative) associated

with increasing the output of a generation resource or decreasing the consumption by a Demand

Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.
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“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJIM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PJM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.
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1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.3.1E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level of all
generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market
through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch.

1.3.3 External Market Buyer.

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJIM Region, or for load in the
PJM Region that is not served by Network Transmission Service.
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1.3.4 External Resource.

“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.
“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform necessary repairs on specific components of the

facility, if removal of the facility meets the guidelines specified in the PJIM Manuals.

1.3.9 Generator Planned Outage.

Page 13



Intra-PJM Tariffs

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of
a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PIJM.

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component ofthe Locational Marginal Price, which is the effect on
transmission loss costs (whether positive or negative) associated with increasing the output of a
generation resource or decreasing the consumption by a Demand Resource based on the effect of
increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.
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“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJM Region.

1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output ofa generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJIM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical

power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.
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“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part 11l of the PIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office of the Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJM Interchange Energy Market or the operation of the PJM Region.

1.3.21A On-Site Generators.

“On-Site Generators™ shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.

1.3.23 Operating M argin.

“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
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contingency in the PJIM Region resulting from operations in an interconnected Control Area.
Such adjustments may result in constraints causing Transmission Congestion Charges, or may
result in Ancillary Services charges pursuant to the PJM Tariff.

1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.

1.3.28 PJM Open Access Same-time Information System.

“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the
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PJM Region, established and operated by the Office of the Interconnection in accordance with
FERC standards and requirements.

1.3.28A Planning Period Quarter.
“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and

February; or, March, April and May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PJIM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office ofthe
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

1.3.30B.01 Real-time System Energy Price.
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“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of'the Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability of'a specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJIM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2 (h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.
“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this

Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [RESERVED]

1.3.31B [RESERVED]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM

Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.
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1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01 Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02 Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled, to provide
Synchronized Reserve within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-schedule Synchronized Reserve capability.

1.3.33B.03 System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,

which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.
1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Trans mission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
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transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Trans mission Congestion Credit.

“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJM Region.

1.3.37C Transmission Loss Charge.

“Transmision Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
froma generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.

“Transmission Planned Outage™ shall mean any transmission outage scheduled in advance for a

pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PJIM Manuals.
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1.3.39 Zonal Base Load.

“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an
annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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1.7 General.
1.7.1 Market Sellers.

Only Market Sellers shall be eligible to submit offers to the Office of the Interconnection for the sale
of electric energy or related services in the PJM Interchange Energy Market. Market Sellers shall
comply with the prices, terms, and operating characteristics of all Offer Data submitted to and
accepted by the PJIM Interchange Energy Market.

1.7.2 Market Buyers.

Only Market Buyers shall be eligible to purchase energy or related services in the PJM
Interchange Energy Market. Market Buyers shall comply with all requirements for making
purchases from the PJM Interchange Energy Market.

1.7.2A Economic Load Response Participants.

Only Economic Load Response Participants shall be eligible to participate in the Real-time
Energy Market and the Day-ahead Energy Market by submitting offers to the Office of the
Interconnection to reduce demand.

1.7.3 Agents.

A Market Participant may participate in the PJM Interchange Energy Market through an agent,
provided that the Market Participant informs the Office of the Interconnection in advance in
writing of the appointment of such agent. A Market Participant participating in the PJM
Interchange Energy Market through an agent shall be bound by all of the acts or representations of
such agent with respect to transactions in the PJM Interchange Energy Market, and shall ensure
that any such agent complies with the requirements of this Agreement.

1.7.4 General Obligations of the Market Participants.

(@  Inperforming its obligations to the Office of the Interconnection hereunder, each
Market Participant shall at all times (i) follow Good Utility Practice, (ii) comply with all
applicable laws and regulations, (iii) comply with the applicable principles, guidelines, standards
and requirements of FERC, NERC and Applicable Regional Reliability Councils, (iv) comply with
the procedures established for operation of the PJIM Interchange Energy Market and PJM Region
and (v) cooperate with the Office of the Interconnection as necessary for the operation of the PJIM
Region in a safe, reliable manner consistent with Good Utility Practice.

(b)  Market Participants shall undertake all operations in or affecting the PJIM
Interchange Energy Market and the PJIM Region including but not limited to compliance with all
Emergency procedures, in accordance with the power and authority of the Office of the
Interconnection with respect to the operation of the PJM Interchange Energy Market and the
PJM Region as established in this Agreement, and as specified in the Schedules to this
Agreement and the PJIM Manuals. Failure to comply with the foregoing operational
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requirements shall subject a Market Participant to such reasonable charges or other remedies or
sanctions for non-compliance as may be established by the PJM Board, including legal or
regulatory proceedings as authorized by the PJM Board to enforce the obligations of this
Agreement.

(c)  The Office of the Interconnection may establish such committees with a
representative of each Market Participant, and the Market Participants agree to provide
appropriately qualified personnel for such committees, as may be necessary for the Office of the
Interconnection to perform its obligations hereunder.

(d)  All Market Participants shall provide to the Office of the Interconnection the
scheduling and other information specified in the Schedules to this Agreement, and such other
information as the Office of the Interconnection may reasonably require for the reliable and
efficient operation of the PJM Region and PJM Interchange Energy Market, and for comp liance
with applicable regulatory requirements for posting market and related information. Such
information shall be provided as much in advance as possible, but in no event later than the
deadlines established by the Schedules to this Agreement, or by the Office of the Interconnection
in conformance with such Schedules. Such information shall include, but not be limited to,
maintenance and other anticipated outages of generation or transmission facilities, scheduling
and related information on bilateral transactions and self-scheduled resources, and
implementation of active load management, interruption of load, and other load reduction
measures. The Office of the Interconnection shall abide by appropriate requirements for the non-
disclosure and protection of any confidential or proprietary information given to the Office of the
Interconnection by a Market Participant. Each Market Participant shall maintain or cause to be
maintained compatible information and communications systems, as specified by the Office of
the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive
information to the Office of the Interconnection in a timely manner.

(e)  Subject to the requirements for Economic Load Response Participants in section
1.5A above, each Market Participant shall install and operate, or shall otherwise arrange for,
metering and related equipment capable of recording and transmitting all voice and data
communications reasonably necessary for the Office of the Interconnection to perform the
services specified in this Agreement. A Market Participant that elects to be separately billed for its
PJM Interchange shall, to the extent necessary, be individually metered in accordance with Section
14 of this Agreement, or shall agree upon an allocation of PJM Interchange between it and the
Market Participant through whose meters the unmetered Market Participant’s PJM
Interchange is delivered. The Office of the Interconnection shall be notified of the allocation by the
foregoing Market Participants.

® Each Market Participant shall operate, or shall cause to be operated, any
generating resources owned or controlled by such Market Participant that are within the PJM
Region or otherwise supplying energy to or through the PJM Region ina manner that is
consistent with the standards, requirements or directions of the Office of the Interconnection and
that will permit the Office of the Interconnection to perform its obligations under this
Agreement; provided, however, no Market Participant shall be required to take any action that is
inconsistent with Good Utility Practice or applicable law.
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(@  Each Market Participant shall follow the directions of the Office of the
Interconnection to take actions to prevent, manage, alleviate or end an Emergency in a manner
consistent with this Agreement and the procedures of the PJIM Region as specified in the PIM
Manuals.

()  Each Market Participant shall obtain and maintain all permits, licenses or
approvals required for the Market Participant to participate in the PJIM Interchange Energy
Market in the manner contemplated by this Agreement.

0] Consistent with Section 36.1.1 of the PIJM Tariff, to the extent its generating facility
is dispatchable, a Market Participant shall submit an Economic Minimum in the Realtime Energy
Market that is no greater than the higher of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PJM Tariff, associated with such generating
facility under its Interconnection Service Agreement under Attachment O of the PIM Tariff or a
wholesale market participation agreement.

1.7.5 Market Operations Center.

Each Market Participant shall maintain a Market Operations Center, or shall make appropriate
arrangements for the performance of such services on its behalf. A Market Operations Center
shall meet the performance, equipment, communications, staffing and training standards and
requirements specified in this Agreement for the scheduling and completion of transactions in

the PJM Interchange Energy Market and the maintenance of the reliable operation of the PJIM
Region, and shall be sufficient to enable (i) a Market Seller or an Economic Load Response
Participant to performall terms and conditions of its offers to the PJM Interchange Energy
Market, and (i) a Market Buyer or an Economic Load Response Participant to conform to the
requirements for purchasing from the PJM Interchange Energy Market.

1.7.6 Scheduling and Dispatching.

(@  The Office of the Interconnection shall schedule and dispatch in real-time
generation resources and/or Demand Resources economically on the basis of least-cost, security-
constrained dispatch and the prices and operating characteristics offered by Market Sellers,
continuing until sufficient generation resources and/or Demand Resources are dispatched to
serve the PJM Interchange Energy Market energy purchase requirements under normal system
conditions of the Market Buyers, as well as the requirements of the PJIM Region for ancillary
services provided by generation resources and/or Demand Resources, in accordance with this
Agreement. Such scheduling and dispatch shall recognize transmission constraints on
coordinated flowgates external to the Transmission System in accordance with Appendix A to
the Joint Operating Agreement between the Midwest Independent Transmission System
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38) and on other
such flowgates that are coordinated in accordance with agreements between the LLC and other
entities. Scheduling and dispatch shall be conducted in accordance with this Agreement.
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(b)  The Office of the Interconnection shall undertake to identify any conflict or
incompatibility between the scheduling or other deadlines or specifications applicable to the PJIM
Interchange Energy Market, and any relevant procedures of another Control Area, or any tariff
(including the PJM Tariff). Upon determining that any such conflict or incompatibility exists, the
Office of the Interconnection shall propose tariff or procedural changes, and undertake such other
efforts as may be appropriate, to resolve any such conflict or incompatibility.

(c)  To protect its generation or distribution facilities, or local Transmission Facilities
not under the monitoring responsibility and dispatch control of the Office of the Interconnection,
an entity may request that the Office of the Interconnection schedule and dispatch generation or
reductions in demand to meet a limit on Transmission Facilities different from that which the
Office of the Interconnection has determined to be required for reliable operation of the
Transmission System. To the extent consistent with its other obligations under this Agreement,
the Office of the Interconnection shall schedule and dispatch generation and reductions in
demand in accordance with such request. An entity that makes a request pursuant to this section
1.7.6(c) shall be responsible for all generation and other costs resulting from its request that
would not have been incurred by operating the Transmission System and scheduling and
dispatching generation in the manner that the Office of the Interconnection otherwise has
determined to be required for reliable operation of the Transmission System.

1.7.7 Pricing.

The price paid for energy bought and sold in the PJIM Interchange Energy Market and for
demand reductions will reflect the hourly Locational Marginal Price at each load and generation
bus, determined by the Office of the Interconnection in accordance with this Agreement.
Transmission Congestion Charges and Transmission Loss Charges, which shall be determined by
differences in Congestion Prices and Loss Prices inan hour, shall be calculated and collected,
and the revenues therefrom shall be disbursed, by the Office of the Interconnection in accordance
with this Schedule.

1.7.8 Generating Market Buyer Resources.

A Generating Market Buyer may elect to self-schedule its generation resources up to that
Generating Market Buyer’s Equivalent Load, in accordance with and subject to the procedures
specified in this Schedule, and the accounting and billing requirements specified in Section 3 to
this Schedule.

1.7.9 Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a bus or
busses at the electrical boundaries of the PJIM Region specified by the Office of the
Interconnection, or to load in such area that is not served by Network Transmission Service, using
Point-to-Point Transmission Service paid for by the External Market Buyer. Further delivery of
such energy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.
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(@  Bilateral Transactions.

0] In addition to transactions in the PJM Interchange Energy Market, Market
Participants may enter into bilateral contracts for the purchase or sale of electric energy to or
from each other or any other entity, subject to the obligations of Market Participants to make
Generation Capacity Resources available for dispatch by the Office of the
Interconnection. Such bilateral contracts shall be for the physical transfer of energy to or
from a Market Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating to
its eSchedules and Enhanced Energy Scheduler tools.

(i) For purposes of clarity, with respect to all bilateral contracts for the
physical transfer of energy to a Market Participant inside the PJM Region, title to the
energy that is the subject of the bilateral contract shall pass to the buyer at the source
specified for the bilateral contract, and the further transmission of the energy or further
sale of the energy into the Interchange Energy Market shall be transacted by the buyer
under the bilateral contract. With respect to all bilateral contracts for the physical
transfer of energy to an entity outside the PJM Region, title to the energy shall pass to the
buyer at the border of the PJIM Region and shall be delivered to the border using
transmission service. In no event shall the purchase and sale of energy between Market
Participants under a bilateral contract constitute a transaction in the PJM Interchange
Energy Market.

(ii)  Market Participants that are parties to bilateral contracts for the purchase and
sale and physical transfer of energy reported to and coordinated with the Office of
the Interconnection under this Schedule shall use all reasonable efforts, consistent with
Good Utility Practice, to limit the megawatt hours of such reported transactions to
amounts reflecting the expected load and other physical delivery obligations of the buyer
under the bilateral contract.

(iv)  Allpayments and related charges for the energy associated with a bilateral
contract shall be arranged between the parties to the bilateral contract and shall not be billed
or settled by the Office of the Interconnection. Neither the LLC nor the Members will
assume financial responsibility for the failure of a party to perform obligations owed to the
other party under a bilateral contract reported and coordinated with the Office of the
Interconnection under this Schedule.

(V) A buyer under a bilateral contract shall guarantee and indemnify the LLC
and the Members for the costs of any Spot Market Backup used to meet the bilateral
contract seller’s obligation to deliver energy under the bilateral contract and for which
payment is not made to the LLC by the seller under the bilateral contract, as determined
by the Office of the Interconnection. Upon any default in obligations to the LLC by a
Market Participant, the Office of the Interconnection shall (i) not accept any new
eSchedules or Enhanced Energy Scheduler reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s eSchedules and Enhanced Energy Schedules
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associated with its bilateral contracts previously reported to the Office of the
Interconnection for all days where delivery has not yet occurred. All claims regarding a
buyer’s default to a seller under a bilateral contract shall be resolved solely between the
buyer and the seller. Insuch circumstances, the seller may instruct the Office of the
Interconnection to terminate all of the eSchedules and Enhanced Energy Schedules
associated with bilateral contracts between buyer and seller previously reported to the
Office of the Interconnection. The Office of the Interconnection shall assign its claims
against a seller with respect to a seller’s nonpayment for Spot Market Backup to a buyer to
the extent that the buyer has made an indemnification payment to the Office of the
Interconnection with respect to the seller’s nonpayment.

(vi)  Bilateral contracts that do not contemplate the physical transfer of energy to
or from a Market Participant are not subject to this Schedule, shall not be reported to and
coordinated with the Office of the Interconnection, and shall not in any way
constitute a transaction in the PJM Interchange Energy Market.

(b)  Market Participants shall have Spot Market Backup with respect to all bilateral
transactions that contemplate the physical transfer of energy to or from a Market Participant, that are
not dynamically scheduled pursuant to Section 1.12 and that are curtailed or interrupted for any
reason (except for curtailments or interruptions through active load management for load
located within the PJM Region).

(c)  To the extent the Office of the Interconnection dispatches a Generating Market
Buyer’s generation resources, such Generating Market Buyer may elect to net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed
a buyer fromthe PJM Interchange Energy Market to the extent of its PJM Interchange Imports,
and shall be deemed a seller to the PJIM Interchange Energy Market to the extent of its PJIM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation facility in
accordance with the following provisions:

0] A Market Seller may self-supply Station Power for its generation facility
during any month (1) when the net output of such facility is positive, or (2) when the net
output of such facility is negative and the Market Seller during the same month has
available at other of its generation facilities positive net output in an amount at least
sufficient to offset fully such negative net output. For purposes of this subsection (d),
“net output” ofa generation facility during any month means the facility’s gross energy
output, less the Station Power requirements of such facility, during that month. The
determination ofa generation facility’s or a Market Seller’s monthly net output under this
subsection (d) will apply only to determine whether the Market Seller self-supplied
Station Power during the month and will not affect the price of energy sold or consumed
by the Market Seller at any bus during any hour during the month. For each hour when a
Market Seller has positive net output and delivers energy into the Transmission System, it
will be paid the LMP at its bus for that hour for all of the energy delivered. Conversely,
for each hour when a Market Seller has negative net output and has received Station
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Power from the Transmission System, it will pay the LMP at its bus for that hour for all of
the energy consumed.

(i) Transmission Provider will determine the extent to which each affected
Market Seller during the month self-supplied its Station Power requirements or obtained
Station Power from third-party providers (including affiliates) and will incorporate that
determination in its accounting and billing for the month. In the event that a Market
Seller self-supplies Station Power during any month in the manner described in
subsection (1) of subsection (d)(i) above, Market Seller will not use, and will not incur
any charges for, transmission service. Inthe event, and to the extent, that a Market Seller
self-supplies Station Power during any month in the manner described in subsection (2)
of subsection (d)(i) above (hereafter referred to as “remote self-supply of Station
Power”), Market Seller shall use and pay for transmission service for the transmission of
energy in an amount equal to the facility’s negative net output from Market Seller’s
generation facility(ies) having positive net output. Unless the Market Seller makes other
arrangements with Transmission Provider in advance, such transmission service shall be
provided under Part Il of the PIM Tariff and shall be charged the hourly rate under
Schedule 8 of the PIM Tariff for Non-Firm Point-to-Point Transmission Service with an
election to pay congestion charges, provided, however, that no reservation shall be
necessary for such transmission service and the terms and charges under Schedules 1, 1A,
2 through 6, 9 and 10 of the PJM Tariff shall not apply to such service. The amount of
energy that a Market Seller transmits in conjunction with remote self-supply of Station
Power will not be affected by any other sales, purchases, or transmission of capacity or
energy by or for such Market Seller under any other provisions of the PJIM Tariff.

(i) A Market Seller may self-supply Station Power from its generation
facilities located outside of the PJM Region during any month only if such generation
facilities in fact run during such month and Market Seller separately has reserved
transmission service and scheduled delivery of the energy from such resource in advance
into the PJM Region.

1.7.11 Emergencies.

@ The Office ofthe Interconnection, with the assistance of the Members’
dispatchers as it may request, shall be responsible for monitoring the operation of the PJIM
Region, for declaring the existence of an Emergency, and for directing the operations of Market
Participants as necessary to manage, alleviate or end an Emergency. The standards, policies and
procedures of the Office of the Interconnection for declaring the existence of an Emergency,
including but not limited to a Minimum Generation Emergency, and for managing, alleviating or
ending an Emergency, shall apply to all Members on a non-discriminatory basis. Actions by the
Office of the Interconnection and the Market Participants shall be carried out in accordance with
this Agreement, the NERC Operating Policies, Applicable Regional Reliability Council
reliability principles and standards, Good Utility Practice, and the PJIM Manuals. A declaration
that an Emergency exists or is likely to exist by the Office of the Interconnection shall be binding
on all Market Participants until the Office of the Interconnection announces that the actual or
threatened Emergency no longer exists. Consistent with existing contracts, all Market
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Participants shall comply with all directions from the Office of the Interconnection for the

purpose of managing, alleviating or ending an Emergency. The Market Participants shall
authorize the Office of the Interconnection to purchase or sell energy on their behalf to meet an
Emergency, and otherwise to implement agreements with other Control Areas interconnected with
the PJM Region for the mutual provision of service to meet an Emergency, in accordance with this
Agreement.

(b) To the extent load must be shed to alleviate an Emergency ina Control Zone, the
Office of the Interconnection shall, to the maximum extent practicable, direct the shedding of
load within such Control Zone. The Office of the Interconnection may shed load in one Control
Zone to alleviate an Emergency in another Control Zone under its control only as necessary after
having first shed load to the maximum extent practicable in the Control Zone experiencing the
Emergency and only to the extent that PJIM supports other control areas (not under its control) in
those situations where load shedding would be necessary, such as to prevent isolation of facilities
within the Eastern Interconnection, to prevent voltage collapse, or to restore system frequency
following a system collapse; provided, however, that the Office of the Interconnection may not order
a manual load dump ina Control Zone solely to address capacity deficiencies in another Control
Zone. This section shall be implemented consistent with the North American Electric Reliability
Council and applicable reliability council standards.

1.7.12 Fees and Charges.

Each Market Participant, except for Special Members, shall pay all fees and charges of the

Office of the Interconnection for operation of the PJIM Interchange Energy Market as determined by
and allocated to the Market Participant by the Office of the Interconnection in accordance

with Schedule 3.

1.7.13 Relationship to the PJM Region.

The PJM Interchange Energy Market operates within and subject to the requirements for the
operation of the PJIM Region.

1.7.14 PJM M anuals.

The Office of the Interconnection shall be responsible for maintaining, updating, and

promulgating the PJIM Manuals as they relate to the operation of the PJM Interchange Energy
Market. The PJIM Manuals, as they relate to the operation of the PJIM Interchange Energy

Market, shall conformand comply with this Agreement, NERC operating policies, and

Applicable Regional Reliability Council reliability principles, guidelines and standards, and shall be
designed to facilitate administration of an efficient energy market within industry reliability
standards and the physical capabilities of the PJM Region.

1.7.15 Corrective Action.

Consistent with Good Utility Practice, the Office of the Interconnection shall be authorized to
direct or coordinate corrective action, whether or not specified in the PJM Manuals, as necessary
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to alleviate unusual conditions that threaten the integrity or reliability of the PIM Region, or the
regional power system.

1.7.16 Recording.

Subject to the requirements of applicable State or federal law, all voice communications with the
Office of the Interconnection Control Center may be recorded by the Office of the
Interconnection and any Market Participant communicating with the Office of the
Interconnection Control Center, and each Market Participant hereby consents to such recording.

1.7.17 Operating Reserves.

(@  The following procedures shall apply to any generation unit subject to the
dispatch of the Office of the Interconnection for which construction commenced before July 9,
1996, or any Demand Resource subject to the dispatch of the Office of the Interconnection.

(b)  The Office of the Interconnection shall schedule to the Operating Reserve and
load-following objectives of the Control Zones of the PJIM Region and the PJM Interchange
Energy Market in scheduling generation resources and/or Demand Resources pursuant to this
Schedule. Atable of Operating Reserve objectives for each Control Zone is calculated and
published annually inthe PJIM Manuals. Reserve levels are probabilistically determined based on
the season’s historical load forecasting error and forced outage rates.

()  Nuclear generation resources shall not be eligible for Operating Reserve payments
unless: 1) the Office of the Interconnection directs such resources to reduce output, in which
case, such units shall be compensated in accordance with section 3.2.3(f) of this Schedule; or 2)
the resource submits a request for a risk premium to the Market Monitoring Unit under the
procedures specified in Section 11.B of Attachment M - Appendix. A nuclear generation resource
(1) must submit a risk premium consistent with its agreement under such process, or, (ii) if it has
not agreed with the Market Monitoring Unit on an appropriate risk premium, may submit its own
determination of an appropriate risk premium to the Office of the Interconnection, subject to
acceptance by the Office of the Interconnection, with or without prior approval fromthe
Commission.

1.7.18 Regulation.

(@  Regulationto meet the Regulation objective of each Regulation Zone shall be
supplied from generation resources and/or Demand Resources located within the metered
electrical boundaries of such Regulation Zone. Generating Market Buyers, and Market Sellers
offering Regulation, shall comply with applicable standards and requirements for Regulation
capability and dispatch specified in the PIM Manuals.

(b)  The Office of the Interconnection shall obtain and maintain for each Regulation

Zone an amount of Regulation equal to the Regulation objective for such Regulation Zone as
specified in the PJIM Manuals.
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()  The Regulation range ofa generation unit or Demand Resource shall be at least
twice the amount of Regulation assigned.

(d) A generation unit capable of automatic energy dispatch that is also providing
Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation
provided. The amount of Regulation provided by a generation unit shall serve to redefine the
Normal Minimum Generation and Normal Maximum Generation energy limits of that generation
unit, in that the amount of Regulation shall be added to the generation unit’s Normal Minimum
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit.

()  Qualified Regulation must satisfy the verification tests described in the PJIM
Manuals.

1.7.19 Ramping.

A generator dispatched by the Office of the Interconnection pursuant to a control signal
appropriate to increase or decrease the generator’s megawatt output level shall be able to change
output at the ramping rate specified in the Offer Data submitted to the Office of the
Interconnection for that generator.

1.7.19A Synchronized Reserve.

(@  Synchronized Reserve shall be supplied from generation resources and/or
Demand Resources located within the metered boundaries of the PJIM Region. Generating
Market Buyers, and Market Sellers offering Synchronized Reserve shall comply with applicable
standards and requirements for Synchronized Reserve capability and dispatch specified in the
PJM Manuals

(b)  The Office of the Interconnection shall obtain and maintain for each
Synchronized Reserve Zone an amount of Synchronized Reserve equal to the Synchronized
Reserve objective for such Synchronized Reserve Zone, as specified in the PJIM Manuals.

()  The Synchronized Reserve capability of a generation resource and Demand
Resource shall be the increase in energy output or load reduction achievable by the generation
resource and Demand Resource within a continuous 10-minute period.

(d) A generation unit capable of automatic energy dispatch that also is providing
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation
unit shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in
that the amount of Synchronized Reserve provided shall be subtracted from its Normal
Maximum Generation energy limit.

1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and
Dayahead Scheduling Reserves.
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(@ Inaddition to transactions in the Regulation market, Synchronized Reserve
market, and Day-ahead Scheduling Reserves Market, Market Participants may enter into bilateral
contracts for the purchase or sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves to or from each other or any other entity. Such bilateral contracts shall be
for the physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves to or from a Market Participant and shall be reported to and coordinated with the Office
of the Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating
to its eMarket tools.

(b)  For purposes of clarity, with respect to all bilateral contracts for the physical
transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to a Market
Participant in the PJM Region, title to the product that is the subject of the bilateral contract shall
pass to the buyer at the source specified for the bilateral contract, and any further transactions
associated with such products or further sale of such Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves in the markets for Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves, respectively, shall be transacted by the buyer under the bilateral contract.
In no event shall the purchase and sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves between Market Participants under a bilateral contract constitute a
transaction in PJM’s markets for Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves.

()  Market Participants that are parties to bilateral contracts for the purchase and sale
and physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves
reported to and coordinated with the Office of the Interconnection under this Schedule shall use
all reasonable efforts, consistent with Good Utility Practice, to limit the amounts of such reported
transactions to amounts reflecting the expected requirements for Regulation, Synchronized
Reserve, or Day-ahead Scheduling Reserves of the buyer pursuant to such bilateral contracts.

(d)  Allpayments and related charges for the Regulation, Synchronized Reserve, or
Day-ahead Scheduling Reserves associated with a bilateral contract shall be arranged between
the parties to the bilateral contract and shall not be billed or settled by the Office of the
Interconnection. The LLC and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a bilateral contract
reported and coordinated with the Office of the Interconnection under this Schedule.

(e)  Abuyer under a bilateral contract shall guarantee and indemnify the LLC and the
Members for the costs of any purchases by the seller under the bilateral contract in the markets
for Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves used to meet the
bilateral contract seller’s obligation to deliver Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves under the bilateral contract and for which payment is not made to the LLC
by the seller under the bilateral contract, as determined by the Office of the Interconnection.
Upon any default in obligations to the LLC by a Market Participant, the Office of the
Interconnection shall (i) not accept any new eMarket reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s reporting of eMarkets schedules associated with its
bilateral contracts previously reported to the Office of the Interconnection for all days where
delivery has not yet occurred. All claims regarding a buyer’s default to a seller under a bilateral
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contract shall be resolved solely between the buyer and the seller. In such circumstances, the seller
may instruct the Office of the Interconnection to terminate all of the reported eMarkets schedules
associated with bilateral contracts between buyer and seller previously reported to the Office of the
Interconnection.

® Market Participants shall purchase Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves from PJM’s markets for Regulation, Synchronized Reserve, Day-
ahead Scheduling Reserves, in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason, with
respect to all bilateral transactions that contemplate the physical transfer of Regulation,
Synchronized Reserve, or Day-ahead Scheduling Reserves to or from a Market Participant.

1.7.20 Communication and Operating Requirements.

(@  Market Participants. Each Market Participant shall have, or shall arrange to have, its
transactions in the PJM Interchange Energy Market subject to control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the
Office of the Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements of'the Market
Participant’s transactions with the PJM Interchange Energy Market, including but not limited to the
following requirements as applicable.

(b)  Market Sellers selling from generation resources and/or Demand Resources
within the PJIM Region shall: report to the Office of the Interconnection sources of energy and
Demand Resources available for operation; supply to the Office of the Interconnection all
applicable Offer Data; report to the Office of the Interconnection generation resources and
Demand Resources that are self-scheduled; with respect to generation resources, report to the
Office of the Interconnection bilateral sales transactions to buyers not within the PJM Region;
confirm to the Office of the Interconnection bilateral sales to Market Buyers within the PJIM
Region; respond to the O ffice of the Interconnection’s directives to start, shutdown or change
output levels of generation units, or change scheduled voltages or reactive output levels of
generation units, or reduce load from Demand Resources; continuously maintain all Offer Data
concurrent with on-line operating information; and ensure that, where so equipped, generating
equipment and Demand Resources are operated with control equipment functioning as specified
in the PJIM Manuals.

(© Market Sellers selling from generation resources outside the PJM Region shall:
provide to the Office ofthe Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services;
respond to Office of the Interconnection directives to schedule delivery or change delivery
schedules; and communicate delivery schedules to the Market Seller’s Control Area.

(d)  Market Participants that are Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: respond to Office of the Interconnection directives for load
management steps; report to the Office of the Interconnection Generation Capacity Resources to
satisfy capacity obligations that are available for pool operation; report to the Office of the
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Interconnection all bilateral purchase transactions; respond to other Office of the Interconnection
directives such as those required during Emergency operation.

(e)  Market Participants that are not Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: provide to the Office of the Interconnection requests to purchase
specified amounts of energy for each hour of the Operating Day during which it intends to
purchase fromthe PJM Interchange Energy Market, along with Dispatch Rate levels above which it
does not desire to purchase; respond to other Office of the Interconnection directives such as those
required during Emergency operation.

® Economic Load Response Participants are responsible for maintaining demand
reduction information, including the amount and price at which demand may be reduced. The
Economic Load Response Participant shall provide this information to the Office of the
Interconnection by posting it on the Load Response Program Registration link of the PJM
website as required by the PJM Manuals. The Economic Load Response Participant shall notify
the Office of the Interconnection of a demand reduction concurrent with, or prior to, the
beginning of such demand reduction in accordance with the PJM Manuals. Inthe event that an
Economic Load Response Participant chooses to measure load reductions using a Customer
Baseline Load, the Economic Load Response Participant shall inform the Office of the
Interconnection of a change in its operations or the operations of the end-use customer that
would affect a relevant Customer Baseline Load as required by the PJIM Manuals.
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1.3 Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,

which is the effect on transmission congestion costs (whether positive or negative) associated

with increasing the output of a generation resource or decreasing the consumption by a Demand

Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which

action on behalf of itself or one or more other Members or non-Members, participates in the PJM
Interchange Energy Market by causing a reduction in demand.

1.3.1B.03 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.
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“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJIM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PJM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.
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1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.31E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level of all
generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market
through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch

1.3.3 External Market Buyer.
“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJM Region, or for load in the

PJM Region that is not served by Network Transmission Service.

1.3.4 External Resource.
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“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJIM Region, or of selling energy or related services in the PIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.

“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform necessary repairs on specific components of the

facility, if removal of the facility meets the guidelines specified in the PJIM Manuals.

1.3.9 Generator Planned Outage.

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of

a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.
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1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point.
“Interface Pricing Point” shall have the meaning specified in section 2.6A.
1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PIM..

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component ofthe Locational Marginal Price, which is the effect on
transmission loss costs (whether positive or negative) associated with increasing the output of a
generation resource or decreasing the consumption by a Demand Resource based on the effect of
increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJM Region.
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1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output of'a generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical

power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,

terms and conditions set forth in Part 11l of the PIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.
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1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office ofthe Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJIM Interchange Energy Market or the operation of the PJM Region.

1.3.21A On-Site Generators.

“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.

1.3.23 Operating Margin.

“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
contingency in the PJM Region resulting from operations in an interconnected Control Area. Such
adjustments may result in constraints causing Transmission Congestion Charges, or may result in
Ancillary Services charges pursuant to the PJM Tariff.
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1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller froman External Resource; or (d) the hourly net metered
output ofany other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller froman External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.

1.3.28 PJM Open Access Same-time Information System.

“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the PJM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

1.3.28A Planning Period Quarter.
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“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or March, Apriland May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PJIM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office ofthe
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

1.3.30B.01  Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
ofthe Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.
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“Regulation” shall mean the capability ofa specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2(h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [Reserved.]

1.3.31B [Reserved.]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery ofenergy to, the

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.
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1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01  Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02  Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the O ffice ofthe Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve, within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-scheduled Synchronized Reserve capability.

1.3.33B.03  System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,

which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.
1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Transmission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Transmission Congestion Credit.
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“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage™ shall mean an immediate removal from service ofa transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service ofa transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJIM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJM Region.

1.3.37C Transmission Loss Charge.

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
froma generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.

“Transmission Planned Outage™ shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages

specified in this Agreement or the PJIM Manuals.

1.3.39 Zonal Base Load.

“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an
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annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT I. COMMON SERVICE PROVISIONS - OATT 1.
Definitions - OATT Definitions - E - F

Definitions - E - F
1.10A ECAR:

East Central Area Reliability Council Agreement, a regional reliability council of NERC, or its
successor.

1.10B Economic Minimum:

The lowest incremental MW output level a unit can achieve while following economic dispatch.

1.11  Eligible Customer:

(1) Any electric utility (including any Transmission Owner and any power marketer), Federal
power marketing agency, or any person generating electric energy for sale for resale is an
Eligible Customer under the Tariff. Electric energy sold or produced by such entity may be
electric energy produced in the United States, Canada or Mexico. However, with respect to
transmission service that the Commission is prohibited from ordering by Section 212(h) of the
Federal Power Act, such entity is eligible only if the service is provided pursuant to a state
requirement that the Transmission Provider or Transmission Owner offer the unbundled
transmission service, or pursuant to a voluntary offer of such service by a Transmission Owner.

(i) Any retail customer taking unbundled transmission service pursuant to a state requirement that
the Transmission Provider or a Transmission Owner offer the transmission service, or

pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer
under the Tariff. As used inPart V1, Eligible Customer shall mean only those Eligible

Customers that have submitted a Completed App lication.

1.11.01 Emergency Condition:

A condition or situation (i) that in the judgment of any Interconnection Party is imminently likely
to endanger life or property; or (ii) that in the judgment of the Interconnected Transmission
Owner or Transmission Provider is imminently likely (as determined ina non-discriminatory
manner) to cause a material adverse effect on the security of, or damage to, the Transmission
System, the Interconnection Facilities, or the transmission systems or distribution systems to
which the Transmission System is directly or indirectly connected; or (iii) that in the judgment of
Interconnection Customer is imminently likely (as determined in a non-discriminatory manner)
to cause damage to the Customer Facility or to the Customer Interconnection Facilities. System
restoration and black start shall be considered Emergency Conditions, provided that a Generation
Interconnection Customer is not obligated by an Interconnection Service Agreement to possess
black start capability. Any condition or situation that results from lack of sufficient generating
capacity to meet load requirements or that results solely from economic conditions shall not
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constitute an Emergency Condition, unless one or more of the enumerated conditions or
situations identified in this definition also exists.

1.11A Energy Resource:
A generating facility that is not a Capacity Resource.
1.11A.01 Energy Settlement Area:

The bus or distribution of busses that represents the physical location of Network Load and by
which the obligations of the Network Customer to PJM are settled.

1.11B Energy Transmission Injection Rights:

The rights to schedule energy deliveries at a specified point on the Transmission System. Energy
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility
that connects the Transmission System to another control area. Deliveries scheduled using
Energy Transmission Injection Rights have rights similar to those under Non-Firm Point-to-Point
Transmission Service.

1.11C Environmental Laws:

Applicable Laws or Regulations relating to pollution or protection of the environment, natural
resources or human health and safety.

1.12  Facilities Study:

An engineering study conducted by the Transmission Provider (in coordination with the affected
Transmission Owner(s)) to determine the required modifications to the Transmission Provider’s
Transmission System, including the cost and scheduled completion date for such modifications,
that will be required to provide the requested transmission service or to accommodate an
Interconnection Request or Upgrade Request. As used in the Interconnection Service Agreement
or Construction Service Agreement, Facilities Study shall mean that certain Facilities Study
conducted by Transmission Provider (or at its direction) to determine the design and
specification of the Interconnection Facilities necessary to accommodate the New Service
Customer’s New Service Request in accordance with Section 207 of Part VI of'the Tariff.

1.12A Federal Power Act:

The Federal Power Act, as amended, 16 U.S.C. 8§ 7914, et seq.
1.12B FERC:

The Federal Energy Regulatory Commission or its successor.

1.13 Firm Point-To-Point Transmission Service:
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Transmission Service under this Tariff that is reserved and/or scheduled between specified Points of
Receipt and Delivery pursuant to Part Il of this Tariff.

1.13A Firm Transmission Withdrawal Rights:

The rights to schedule energy and capacity withdrawals froma Point of Interconnection (as
defined in Section 1.33A) of a Merchant Transmission Facility with the Transmission System.
Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C. Transmission
Facility that connects the Transmission System with another control area. Withdrawals scheduled
using Firm Transmission Withdrawal Rights have rights similar to those under Firm Point-to-
Point Transmission Service.

1.13A.01 Force Majeure:

Any cause beyond the control of the affected Interconnection Party or Construction Party,
including but not restricted to, acts of God, flood, drought, earthquake, storm, fire, lightning,
epidemic, war, riot, civil disturbance or disobedience, labor dispute, labor or material shortage,
sabotage, acts of public enemy, explosions, orders, regulations or restrictions imposed by
governmental, military, or lawfully established civilian authorities, which, in any of the
foregoing cases, by exercise of due diligence such party could not reasonably have been
expected to avoid, and which, by the exercise of due diligence, it has been unable to overcome. Force
Majeure does not include (i) a failure of performance that is due to an affected party’s own
negligence or intentional wrongdoing; (ii) any removable or remediable causes (other than
settlement of a strike or labor dispute) which an affected party fails to remove or remedy within a
reasonable time; or (iii) economic hardship of an affected party.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT IV. INTERCONNECTIONS WITH THE
TRANSMISSION SY - OATT Subpart A - INTERCONNECTION PROCEDURES - OATT 36
Interconnection Requests - OATT 36.1 General:

36.1 General:

Generation Interconnection Requests and Transmission Interconnection Requests shall be
governed by this Section 36.

36.1.01 Generation Interconnection Request:

Except as otherwise provided in this Subpart A with respect to Behind The Meter Generation, an
Interconnection Customer that seeks to interconnect new generation in, or to increase the
capacity of generation already interconnected in, the PJIM Region shall submit to the
Transmission Provider a Generation Interconnection Request. A Generation Interconnection
Request shall include: (i) the location of the proposed generating unit site or existing generating
unit; (i) evidence of an ownership interest in, or right to acquire or control the generating unit
site, such as a deed, option agreement, lease, or other similar document acceptable to the
Transmission Provider; (iii) the size of the proposed generating unit or the amount of increase in
capacity of an existing generating unit; (iv) a description of the equipment configuration and if
the generating unit is a wind generation facility, a set of preliminary electrical design
specifications depicting the wind plant as a single equivalent generator; (v) the planned date the
proposed generating unit or increase in capacity of an existing generating unit will be in service,
such date to be no more than seven years from the date the request is received by the
Transmission Provider unless the Generation Interconnection Customer demonstrates that
engineering, permitting, and construction of the generating unit or increase in capacity will take
more than seven years; and (vi) any additional information as may be prescribed by the
Transmission Provider in the PJIM Manuals; (vii) an executed Generation Interconnection
Feasibility Study Agreement, a form of which is contained in Attachment N, pursuant to which
the Generation Interconnection Customer agrees to reimburse the Transmission Provider for the
cost of the Generation Interconnection Feasibility Study; (viii) an initial deposit of $100 for each
MW requested if the Generation Interconnection Request is received in the first calendar month
of the current New Services Queue; an initial deposit in the amount of $150 for each MW
requested if the Generation Interconnection Request is received in the second calendar month of
the current New Services Queue; or an initial deposit in the amount of $200 for each MW
requested, if the Generation Interconnection Request is received in the third calendar month of
the current New Services Queue; provided, however, that the maximum initial deposit for a
Generation Interconnection Request will be $100,000 regardless of both the size and timing of
such request; and (ix) a base non-refundable deposit of $10,000, if the Generation
Interconnection Request is received in the first calendar month of the current New Services
Queue; a base non-refundable deposit of $20,000 if the Generation Interconnection Request is
received in the second calendar month of the current New Services Queue; or a base non-
refundable deposit of $30,000, if the Generation Interconnection Request is received in the third
calendar month of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Generation Interconnection
Customer's cost responsibility for the Generation Interconnection Feasibility Study. Upon
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completion of the Feasibility Study, the Transmission Provider will return any unused refundable
deposit monies to Interconnection Customer. Any remaining non-refundable deposit monies will
be credited toward the Interconnection Customer’s cost responsibility for any other studies
conducted for that Interconnection Request under Part VI of the Tariff, which will be applied
prior to the deposit monies collected for that other study. Ifany non-refundable deposit monies
remain after all studies are complete, such monies will be returned to a Generation
Interconnection Customer upon Initial Operation, or to a Transmission Interconnection C ustomer
upon energization of completed facilities as provided in Attachment GG, Appendix Il1, Section
20 of the Tariff. The Transmission Provider shall maintain on the Transmission Provider's
website a list of all Generation Interconnection Requests that identifies (A) the proposed
maximum summer and winter megawatt electrical output; (B) the location of the generation by
county and state; (C) the station or transmission line or lines where the interconnection will be
made; (D) the facility’s projected date ofInitial Operation; (E) the status of'the Generation
Interconnection Request, including its Queue Position; (F) the type of Generation
Interconnection Service requested; (G) the availability of any studies related to the
Interconnection Request; (H) the date of the Generation Interconnection Request; (1) the type of
Generating Facility to be constructed (combined cycle, base load or combustion turbine and fuel
type); and (J) for each Generation Interconnection Request that has not resulted ina completed
interconnection, an explanation of why it was not completed. This list will not disclose the
identity of the Generation Interconnection Customer, except as otherwise provided in Part 1V of
the Tariff. The list and the priority of Generation Interconnection Requests shall be included on
the website as part of the New Services Queue.

36.1.02 Generation Interconnection Requests of 20 Megawatts or Less:

The Transmission Provider has developed streamlined processes for Generation Interconnection
Requests involving new generation resources 0f 20 MW or less and increases in the capacity ofa
generating unit by 20 MW or less over any consecutive 24-month period. The processes for
Generation Interconnection Requests involving increases in capacity by 20 MW or less are set forth
in Subpart G of Part IV of the Tariff and the PJM Manuals.

36.1.03 Transmission Interconnection Request:

An Interconnection Customer that seeks to interconnect or add Merchant Transmission Facilities
to the Transmission System, or to increase the capacity of existing Merchant Transmission
Facilities interconnected with the Transmission System, or to advance the construction of any
transmission enhancement or expansion other than Merchant Transmission Facilities that is
included in the Regional Transmission Expansion Plan prepared pursuant to Schedule 6 of the
Operating Agreement, shall submit to the Transmission Provider a Transmission Interconnection
Request. A Transmission Interconnection Request shall include: (i) the location of the proposed
Merchant Transmission

Facilities and of the substation(s) or other location(s) where the Transmission Interconnection
Customer proposes to interconnect or add its Merchant Transmission Facilities to the
Transmission System; (ii) a description of the proposed Merchant Transmission Facilities;
(iii) the nominal capability or increase in capability (in megawatts) of the proposed Merchant
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Transmission Facilities or planned increase in the capability of the existing facilities on which
any proposed Merchant Network Upgrades would be installed; (iv) the planned date the
proposed Merchant Transmission Facilities will be in service, such date to be no more than seven
years from the date the request is received by the Transmission Provider, unless the
Transmission Interconnection Customer demonstrates that engineering, permitting, and
construction of the Merchant Transmission Facilities will take more than seven years; (v) if the
request relates to proposed Merchant D.C. Transmission Facilities and/or Controllable A.C.
Merchant Transmission Facilities that will interconnect with the Transmission System and with
another control area outside the PJM Region, the Transmission Interconnection Customer’s
election to receive either (a) Transmission Injection Rights and/or Transmission Withdrawal
Rights, or (b) Incremental Deliverability Rights, Incremental Auction Revenue Rights,
Incremental Capacity Transfer Rights, and Incremental Available Transfer Capability Revenue
Rights, associated with the capability of the proposed Merchant D.C. Transmission Facilities
and/or Controllable A.C. Merchant Transmission Facilities; (vi) if the Transmission
Interconnection Customer will be eligible to receive Incremental Deliverability Rights under
Section 235 of the Tariff, identification of the point on the Transmission System where the
Transmission Interconnection Customer wishes to receive Incremental Deliverability Rights
created by the construction or installation of its proposed Merchant Transmission Facilities;

(vii) any additional information as may be prescribed by the Transmission Provider in the PJM
Manuals; (viii) an executed Transmission Interconnection Feasibility Study Agreement, a form
of which is contained in Attachment S, pursuant to which the Transmission Interconnection
Customer agrees to reimburse the Transmission Provider for the cost of the Transmission
Interconnection Feasibility Study; and (ix) an initial deposit in the amount of $100 for each MW
requested if the Transmission Interconnection Request is received in the first calendar month of
the current New Services Queue; an initial deposit in the amount of $150 for each MW requested
if the Transmission Interconnection Request is received within the second calendar month of the
current New Services Queug; or an initial deposit in the amount of $200 for each MW requested,
if the Transmission Interconnection Request is received within the third calendar month of the
current New Services Queue; provided, however, that the maximum initial deposit for a
Transmission Interconnection Request will be $100,000 regardless of both size and timing of
such request; and (x) a base non-refundable deposit in the amount of $10,000, if the
Transmission Interconnection Request is received within the first calendar month of the date of
the beginning of the current New Services Queue; a base non-refundable deposit in the amount
of $20,000 if the Transmission Interconnection Request is received within the second calendar
month of the current New Services Queue; or a base non-refundable deposit in the amount of
$30,000, if the Transmission Interconnection Request is received within the third calendar month
of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Transmission
Interconnection Customer’s cost responsibility for the Transmission Interconnection Feasibility
Study and other studies conducted under Part IV or Part VI of the Tariff. The Transmission
Provider shall maintain on the Transmission Provider's OASIS a list of all Transmission
Interconnection Requests that identifies (A) in megawatts the potential nominal capability or
increase in capability; (B) the location of the Merchant Transmission Facilities by county and
state; (C) the station or transmission line or lines where the interconnection will be made; (D) the
facility’s projected date of Initial Operation; (E) the status of the Transmission Interconnection
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Request, including its Queue Position; (F) the availability of any studies related to the
Interconnection Request; (G) the date of the Transmission Interconnection Request; (H) the type of
Merchant Transmission Facilities to be constructed; and (1) for each Transmission

Interconnection Request that has not resulted in a completed interconnection, an explanation of why
it was not completed. This list will not disclose the identity of the Transmission

Interconnection Customer, except as otherwise provided in Part IV or Part VI of the Tariff. The list
and the priority of Transmission Interconnection Requests shall be included on the OASIS as a part
of the New Services Queue.

Within 30 days of submitting its Interconnection Request, Transmission Interconnection

Customer shall provide evidence that it has submitted a valid interconnection request with the
adjacent Control Area(s) in which it is interconnecting, if applicable. Transmission

Interconnection Customer shall maintain its queue position(s) with such adjacent Control Area(s)
throughout the entire PJM interconnection process.

36.1.1 Interconnection Services for Generation:

Generation Interconnection Customers may request either of two forms of Interconnection
Service, i.e., interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the generator to participate in the PJM Interchange Energy Market
pursuant to the PJM Operating Agreement. Capacity Resource status allows the generator to
participate inthe PJM Interchange Energy Market to be utilized by load-serving entities in the
PJM Region to meet capacity obligations imposed under the Reliability Assurance Agreement
and/or to be designated as a Network Resource under Part 11l. Capacity Resources also may
participate in Reliability Pricing Model Auctions and in Ancillary Services markets pursuant to
the PJM Tariff or the Operating Agreement. Capacity Resource status is based on providing
sufficient transmission capability to ensure deliverability of generator output to the aggregate
PJM Network Load and to satisfy various contingency criteria established by the Applicable
Regional Reliability Council in which the generator is located. Specific tests performed during
the Generation Interconnection Feasibility Study and later System Impact Study will identify
those upgrades required to satisfy the contingency criteria applicable at the generator’s location.

Consistent with Section 1.7.4(i) of Schedule 1 to the Operating Agreement, to the extent its
generating facility is dispatchable, an Interconnection Customer shall submit an Economic
Minimum in the real-time market that is no greater than the higher of its physical operating
minimum or its Capacity Interconnection Rights.

36.1.2 No Applicability to Trans mission Service:

Nothing in this Part 1V shall constitute a request for transmission service, or confer upon an
Interconnection Customer any right to receive transmission service, under Part Il or Part I11.

36.1.3 Acknowledgement of Interconnection Request:
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The Transmission Provider shall acknowledge receipt of the Interconnection Request
(electronically when available to all parties, otherwise written) within five (5) business days after
receipt of the request and shall attach a copy of the received Interconnection Request to the
acknowledgement.

36.1.4 Deficiencies in Interconnection Request:

An Interconnection Request will not be considered a valid request if Interconnection Customer
has failed to pay any outstanding invoices related to prior Interconnection Requests by the
Interconnection Customer and until all information required under Section 36.1 has been
received by the Transmission Provider. Ifan Interconnection Request fails to meet the
requirements set forth in Section 36.1 or is in arrears as described above, the Transmission
Provider shall so notify the Interconnection Customer (electronically when available to all
parties, otherwise written) within five (5) business days of receipt of the initial Interconnection
Request. Such notice shall explain that the Interconnection Request does not constitute a valid
request and the reasons for such failure to meet the applicable requirements. Interconnection
Customer shall provide the additional information that Transmission Provider’s notice identifies
as needed to constitute a valid request and shall make any payments on any outstanding invoices
within ten (10) business days after receipt of such notice. Upon timely correction of the
deficiency, the Interconnection Request shall be assigned a Queue Position under Section 201 as
of the date that Transmission Provider first received the request. In the event the Interconnection
Customer fails to provide the further information and make payments on any outstanding
invoices required by Transmission Provider’s deficiency notice under this Section 36.1.4, its
Interconnection Request shall be deemed to be terminated and withdrawn.

36.1.5 Scoping Meeting:

Transmission Provider shall provide each Interconnection Customer with an opportunity for a
scoping meeting among the Transmission Provider, the prospective Interconnected Transmission
Owner and the Interconnection Customer. The purpose of the scoping meeting will be to identify
one alternative Point(s) of Interconnection and configurations to evaluate in the Interconnection
Studies and to attempt to select the best alternatives in a reasonable fashion given resources and
information available. The Interconnection Customer may select a maximum of two Point(s) of
Interconnection to be studied during the Interconnection Feasibility Study, a primary and

secondary Point of Interconnection may be selected by the Interconnection Customer. After

receipt ofa valid Interconnection Request, Transmission Provider shall offer to arrange, within

seven business days, for the scoping meeting, and shall provide a minimum of three suggested
meeting dates and times for the scoping meeting. The scoping meeting shall be held, or waived

by mutual agreement of the parties within 45 days after receipt of a valid Interconnection

Request, if the Interconnection Request is received in the first calendar month of the current New
Services Queue; or within 30 days if the Interconnection Request is received within the second
calendar month of the current New Services Queue; or in 20 days if the Interconnection Request

is received in the third calendar month of the date of the beginning of the current New Services
Queue. The Interconnection Customer may choose to divide the scoping meeting into two

sessions, one between the Transmission Provider and Interconnection Customer and one among
Transmission Provider, the Interconnection Customer and the prospective Interconnected
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Transmission Owner. Such meetings may be held consecutively on the same day. Scoping
meetings may be held in person or by telephone or video conference. Inthe event the
Interconnection Customer fails to waive or complete the scoping meeting requirement, its
Interconnection Request shall be deemed to be terminated and withdrawn.

36.1.6 Coordination with Affected Systems:

The Transmission Provider will coordinate with Affected System Operators the conduct of any
required studies in accordance with Section 202,

36.1.7 Base Case Data:

Transmission Provider shall provide Interconnection Customer with base power flow, short
circuit and stability databases, including all underlying assumptions, and contingency list upon
request and subject to the confidentiality provisions of Section 223 of the Tariff. Transmission
Provider may require Interconnection Customer to sign a confidentiality agreement before the
release of commercially sensitive information or Critical Energy Infrastructure Information in
the Base Case data. Such databases and lists, hereinafter referred to as Base Cases, shall include
all (1) generation projects and (ii) transmission projects, including merchant transmission
projects, that are included in the then-current, approved Regional Transmission Expansion Plan.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT VI. ADMINISTRATION AND STUDY OF NEW
SERVICE R - OATT ATTACHMENT K - APPENDIX - OATT 1. MARKET OPERATIONS - OATT 1.3
Definitions.

1.3 Definitions.

1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1A.01 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which
action on behalf of itself or one or more other Members or non-Members, participates in the PJM
Interchange Energy Market by causing a reduction in demand.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,
which is the effect on transmission congestion costs (whether positive or negative) associated
with increasing the output of a generation resource or decreasing the consumption by a Demand
Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Day-ahead Congestion Price.
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“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJIM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PIM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves M arket.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.
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1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.

1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.3.1E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level ofall
generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market
through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch.
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1.3.3 External Market Buyer.

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJM Region, or for load in the
PJM Region that is not served by Network Transmission Service.

1.3.4 External Resource.

“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.
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“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform necessary repairs on specific components of the
facility, if removal of the facility meets the guidelines specified in the PJIM Manuals.

1.3.9 Generator Planned Outage.

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of
a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PIJM.

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.
“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect

on transmission loss costs (whether positive or negative) associated with increasing the output of
a generation resource or decreasing the consumption by a Demand Resource based on the effect
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of increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJM Region.

1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output ofa generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJIM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the O ffice ofthe
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical

power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.
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“Network Service User” shall mean an entity using Network Transmission Service.
1.3.17 Network Transmission Service.

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part 11l of the PIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office of the Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJIM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJIM Interchange Energy Market or the operation of the PJM Region.

1.3.21A On-Site Generators.

“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.
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1.3.23 Operating Margin.

“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
contingency in the PJM Region resulting from operations in an interconnected Control Area. Such
adjustments may result in constraints causing Transmission Congestion Charges, or may result in
Ancillary Services charges pursuant to the PIJM Tariff.

1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.
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1.3.28 PJM Open Access Same-time Information System.
“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the PJIM

Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

1.3.28A Planning Period Quarter.

“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or, March, Apriland May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PJM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office ofthe
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.
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“Real-time Energy Market” shall mean the purchase or sale of energy and payment of
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

1.3.30B.01 Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch of'the PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability of a specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJIM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2 (h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [RESERVED]

1.3.31B [RESERVED]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt

obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.
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“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01 Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02 Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled, to provide
Synchronized Reserve within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-schedule Synchronized Reserve capability.

1.3.33B.03 System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,

which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.
1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in

Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.
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1.3.34 Trans mission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Trans mission Congestion Credit.

“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJM Region.

1.3.37C Transmission Loss Charge.

“Transmision Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
froma generation resource to load as specified in Section 5 of this Schedule.
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1.3.38 Transmission Planned Outage.

“Transmission Planned Outage” shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PIM Manuals.

1.3.39 Zonal Base Load.
“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an

annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT VI. ADMINISTRATION AND STUDY OF NEW
SERVICE R - OATT ATTACHMENT K - APPENDIX - OATT 1. MARKET OPERATIONS - OATT 1.7
General.

1.7 General.

1.7.1 Market Sellers.

Only Market Sellers shall be eligible to submit offers to the Office of the Interconnection for the sale
of electric energy or related services in the PJIM Interchange Energy Market. Market Sellers shall
comply with the prices, terms, and operating characteristics of all Offer Data submitted to and
accepted by the PIJM Interchange Energy Market.

1.7.2 Market Buyers.

Only Market Buyers shall be eligible to purchase energy or related services in the PJM
Interchange Energy Market. Market Buyers shall comply with all requirements for making
purchases from the PJM Interchange Energy Market.

1.7.2A Economic Load Response Participants.

Only Economic Load Response Participants shall be eligible to participate in the Real-time
Energy Market and the Day-ahead Energy Market by submitting offers to the Office of the
Interconnection to reduce demand.

1.7.3 Agents.

A Market Participant may participate in the PJM Interchange Energy Market through an agent,
provided that the Market Participant informs the Office of the Interconnection in advance in
writing of the appointment of such agent. A Market Participant participating in the PJM
Interchange Energy Market through an agent shall be bound by all of the acts or representations of
such agent with respect to transactions in the PJM Interchange Energy Market, and shall ensure
that any such agent complies with the requirements of this Agreement.

1.7.4 General Obligations of the Market Participants.

(@  Inperforming its obligations to the Office of the Interconnection hereunder, each
Market Participant shall at all times (i) follow Good Utility Practice, (ii) comply with all
applicable laws and regulations, (iii) comply with the applicable principles, guidelines, standards
and requirements of FERC, NERC and Applicable Regional Reliability Councils, (iv) comply with
the procedures established for operation of the PJIM Interchange Energy Market and PJIM Region
and (v) cooperate with the Office of the Interconnection as necessary for the operation of the PJIM
Region in a safe, reliable manner consistent with Good Utility Practice.

(b)  Market Participants shall undertake all operations in or affecting the PIM
Interchange Energy Market and the PJIM Region including but not limited to compliance with all
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Emergency procedures, in accordance with the power and authority of the Office of the
Interconnection with respect to the operation of the PJM Interchange Energy Market and the
PJM Region as established in this Agreement, and as specified in the Schedules to this
Agreement and the PJIM Manuals. Failure to comply with the foregoing operational
requirements shall subject a Market Participant to such reasonable charges or other remedies or
sanctions for non-compliance as may be established by the PJM Board, including legal or
regulatory proceedings as authorized by the PJIM Board to enforce the obligations of this
Agreement.

()  The Office of the Interconnection may establish such committees with a
representative of each Market Participant, and the Market Participants agree to provide
appropriately qualified personnel for such committees, as may be necessary for the Office of the
Interconnection to perform its obligations hereunder.

(d)  All Market Participants shall provide to the Office of the Interconnection the
scheduling and other information specified in the Schedules to this Agreement, and such other
information as the Office of the Interconnection may reasonably require for the reliable and
efficient operation of the PJIM Region and PJM Interchange Energy Market, and for compliance
with applicable regulatory requirements for posting market and related information. Such
information shall be provided as much in advance as possible, but in no event later than the
deadlines established by the Schedules to this Agreement, or by the Office of the Interconnection
in conformance with such Schedules. Such information shall include, but not be limited to,
maintenance and other anticipated outages of generation or transmission facilities, scheduling
and related information on bilateral transactions and self-scheduled resources, and
implementation of active load management, interruption of load, and other load reduction
measures. The Office of the Interconnection shall abide by appropriate requirements for the non-
disclosure and protection of any confidential or proprietary information given to the Office of the
Interconnection by a Market Participant. Each Market Participant shall maintain or cause to be
maintained compatible information and communications systems, as specified by the Office of
the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive
information to the Office of the Interconnection in a timely manner.

(e)  Subject to the requirements for Economic Load Response Participants in section
1.5A above, each Market Participant shall install and operate, or shall otherwise arrange for,
metering and related equipment capable of recording and transmitting all voice and data
communications reasonably necessary for the Office of the Interconnection to perform the
services specified in this Agreement. A Market Participant that elects to be separately billed for its
PJM Interchange shall, to the extent necessary, be individually metered in accordance with Section
14 of this Agreement, or shall agree upon an allocation of PJM Interchange between it and the
Market Participant through whose meters the unmetered Market Participant’s PJM
Interchange is delivered. The Office of the Interconnection shall be notified of the allocation by the
foregoing Market Participants.

® Each Market Participant shall operate, or shall cause to be operated, any

generating resources owned or controlled by such Market Participant that are within the PIM
Region or otherwise supplying energy to or through the PJM Region ina manner that is
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consistent with the standards, requirements or directions of the Office of the Interconnection and
that will permit the Office of the Interconnection to perform its obligations under this
Agreement; provided, however, no Market Participant shall be required to take any action that is
inconsistent with Good Utility Practice or applicable law.

(@  Each Market Participant shall follow the directions of the Office of the
Interconnection to take actions to prevent, manage, alleviate or end an Emergency in a manner
consistent with this Agreement and the procedures of the PJIM Region as specified in the PJIM
Manuals.

()  Each Market Participant shall obtain and maintain all permits, licenses or
approvals required for the Market Participant to participate in the PJM Interchange Energy
Market in the manner contemplated by this Agreement.

(1) Consistent with Section 36.1.1 of the PJIM Tariff, to the extent its generating facility
is dispatchable, a Market Participant shall submit an Economic Minimum in the Realtime Energy
Market that is no greater than the higher of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PJM Tariff, associated with such generating
facility under its Interconnection Service Agreement under Attachment O ofthe PJM Tariff or a
wholesale market participation agreement.

1.7.5 Market Operations Center.

Each Market Participant shall maintain a Market Operations Center, or shall make appropriate
arrangements for the performance of such services on its behalf. A Market Operations Center
shall meet the performance, equipment, communications, staffing and training standards and
requirements specified in this Agreement for the scheduling and completion of transactions in

the PJM Interchange Energy Market and the maintenance of the reliable operation of the PJIM
Region, and shall be sufficient to enable (i) a Market Seller or an Economic Load Response
Participant to performall terms and conditions of its offers to the PJIM Interchange Energy
Market, and (ii) a Market Buyer or an Economic Load Response Participant to conform to the
requirements for purchasing from the PJM Interchange Energy Market.

1.7.6 Scheduling and Dispatching.

(@  The Office of the Interconnection shall schedule and dispatch in real-time
generation resources and/or Demand Resources economically on the basis of least-cost, security-
constrained dispatch and the prices and operating characteristics offered by Market Sellers,
continuing until sufficient generation resources and/or Demand Resources are dispatched to
serve the PJM Interchange Energy Market energy purchase requirements under normal system
conditions of the Market Buyers, as well as the requirements of the PJIM Region for ancillary
services provided by generation resources and/or Demand Resources, in accordance with this
Agreement. Such scheduling and dispatch shall recognize transmission constraints on
coordinated flowgates external to the Transmission System in accordance with Appendix A to
the Joint Operating Agreement between the Midwest Independent Transmission System
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Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38) and on other
such flowgates that are coordinated in accordance with agreements between the LLC and other
entities. Scheduling and dispatch shall be conducted in accordance with this Agreement.

(b)  The Office of the Interconnection shall undertake to identify any conflict or
incompatibility between the scheduling or other deadlines or specifications applicable to the PJIM
Interchange Energy Market, and any relevant procedures of another Control Area, or any tariff
(including the PJM Tariff). Upon determining that any such conflict or incompatibility exists, the
Office of the Interconnection shall propose tariff or procedural changes, and undertake such other
efforts as may be appropriate, to resolve any such conflict or incompatibility.

(c)  To protect its generation or distribution facilities, or local Transmission Facilities
not under the monitoring responsibility and dispatch control of the Office of the Interconnection,
an entity may request that the Office of the Interconnection schedule and dispatch generation or
reductions in demand to meet a limit on Transmission Facilities different from that which the
Office of the Interconnection has determined to be required for reliable operation of the
Transmission System. To the extent consistent with its other obligations under this Agreement,
the Office of the Interconnection shall schedule and dispatch generation and reductions in
demand in accordance with such request. An entity that makes a request pursuant to this section
1.7.6(c) shall be responsible for all generation and other costs resulting from its request that
would not have been incurred by operating the Transmission System and scheduling and
dispatching generation in the manner that the Office of the Interconnection otherwise has
determined to be required for reliable operation of the Transmission System.

1.7.7 Pricing.

The price paid for energy bought and sold in the PJM Interchange Energy Market and for
demand reductions will reflect the hourly Locational Marginal Price at each load and generation
bus, determined by the Office of the Interconnection in accordance with this Agreement.
Transmission Congestion Charges and Transmission Loss Charges, which shall be determined by
differences in Congestion Prices and Loss Prices inan hour, shall be calculated and collected,
and the revenues therefrom shall be disbursed, by the Office of the Interconnection in accordance
with this Schedule.

1.7.8 Generating Market Buyer Resources.

A Generating Market Buyer may elect to self-schedule its generation resources up to that
Generating Market Buyer’s Equivalent Load, in accordance with and subject to the procedures
specified in this Schedule, and the accounting and billing requirements specified in Section 3 to
this Schedule.

1.7.9 Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a bus or
busses at the electrical boundaries of the PJIM Region specified by the Office of the
Interconnection, or to load in such area that is not served by Network Transmission Service,
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using Point-to-Point Transmission Service paid for by the External Market Buyer. Further
delivery of such energy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.
(@  Bilateral Transactions.

0] In addition to transactions in the PJM Interchange Energy Market, Market
Participants may enter into bilateral contracts for the purchase or sale of electric energy to or
from each other or any other entity, subject to the obligations of Market Participants to make
Generation Capacity Resources available for dispatch by the Office of the
Interconnection. Such bilateral contracts shall be for the physical transfer of energy to or
froma Market Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating to
its eSchedules and Enhanced Energy Scheduler tools.

(i) For purposes of clarity, with respect to all bilateral contracts for the
physical transfer of energy to a Market Participant inside the PJM Region, title to the
energy that is the subject of the bilateral contract shall pass to the buyer at the source
specified for the bilateral contract, and the further transmission of the energy or further
sale of the energy into the Interchange Energy Market shall be transacted by the buyer
under the bilateral contract. With respect to all bilateral contracts for the physical
transfer of energy to an entity outside the PJIM Region, title to the energy shall pass to the
buyer at the border of the PJM Region and shall be delivered to the border using
transmission service. In no event shall the purchase and sale of energy between Market
Participants under a bilateral contract constitute a transaction in the PJM Interchange
Energy Market.

(i)  Market Participants that are parties to bilateral contracts for the purchase and
sale and physical transfer of energy reported to and coordinated with the Office of
the Interconnection under this Schedule shall use all reasonable efforts, consistent with
Good Utility Practice, to limit the megawatt hours of such reported transactions to
amounts reflecting the expected load and other physical delivery obligations of the buyer
under the bilateral contract.

(iv)  Allpayments and related charges for the energy associated with a bilateral
contract shall be arranged between the parties to the bilateral contract and shall not be billed
or settled by the Office of the Interconnection. Neither the LLC nor the Members will
assume financial responsibility for the failure of a party to perform obligations owed to the
other party under a bilateral contract reported and coordinated with the Office of the
Interconnection under this Schedule.

V) A buyer under a bilateral contract shall guarantee and indemnify the LLC
and the Members for the costs of any Spot Market Backup used to meet the bilateral
contract seller’s obligation to deliver energy under the bilateral contract and for which
payment is not made to the LLC by the seller under the bilateral contract, as determined
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by the Office of the Interconnection. Upon any default in obligations to the LLC by a
Market Participant, the Office of the Interconnection shall (i) not accept any new
eSchedules or Enhanced Energy Scheduler reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s eSchedules and Enhanced Energy Schedules
associated with its bilateral contracts previously reported to the Office of the
Interconnection for all days where delivery has not yet occurred. Allclaims regarding a
buyer’s default to a seller under a bilateral contract shall be resolved solely between the
buyer and the seller. Insuch circumstances, the seller may instruct the Office of the
Interconnection to terminate all of the eSchedules and Enhanced Energy Schedules
associated with bilateral contracts between buyer and seller previously reported to the
Office of the Interconnection. The Office of the Interconnection shall assign its claims
against a seller with respect to a seller’s nonpayment for Spot Market Backup to a buyer
to the extent that the buyer has made an indemnification payment to the Office of the
Interconnection with respect to the seller’s nonpayment.

(vip  Bilateral contracts that do not contemplate the physical transfer of energy to
or from a Market Participant are not subject to this Schedule, shall not be reported to and
coordinated with the Office of the Interconnection, and shall not in any way
constitute a transaction in the PJM Interchange Energy Market.

(b)  Market Participants shall have Spot Market Backup with respect to all bilateral
transactions that contemplate the physical transfer of energy to or from a Market Participant, that are
not dynamically scheduled pursuant to Section 1.12 and that are curtailed or interrupted for any
reason (except for curtailments or interruptions through active load management for load
located within the PJIM Region).

(c)  To the extent the Office of the Interconnection dispatches a Generating Market
Buyer’s generation resources, such Generating Market Buyer may elect to net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed
a buyer fromthe PJM Interchange Energy Market to the extent of its PJIM Interchange Imports,
and shall be deemed a seller to the PJIM Interchange Energy Market to the extent of its PJIM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation facility in
accordance with the following provisions:

(1) A Market Seller may self-supply Station Power for its generation facility
during any month (1) when the net output of such facility is positive, or (2) when the net
output of such facility is negative and the Market Seller during the same month has
available at other of its generation facilities positive net output in an amount at least
sufficient to offset fully such negative net output. For purposes of this subsection (d),
“net output” of a generation facility during any month means the facility’s gross energy
output, less the Station Power requirements of such facility, during that month. The
determination ofa generation facility’s or a Market Seller’s monthly net output under this
subsection (d) will apply only to determine whether the Market Seller self-supplied
Station Power during the month and will not affect the price of energy sold or consumed
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by the Market Seller at any bus during any hour during the month. For each hour when a
Market Seller has positive net output and delivers energy into the Transmission System, it
will be paid the LMP at its bus for that hour for all of the energy delivered. Conversely,
for each hour when a Market Seller has negative net output and has received Station
Power from the Transmission System, it will pay the LMP at its bus for that hour for all
of the energy consumed.

(i) Transmission Provider will determine the extent to which each affected
Market Seller during the month self-supplied its Station Power requirements or obtained
Station Power from third-party providers (including affiliates) and will incorporate that
determination in its accounting and billing for the month. In the event that a Market
Seller self-supplies Station Power during any month in the manner described in
subsection (1) of subsection (d)(i) above, Market Seller will not use, and will not incur
any charges for, transmission service. Inthe event, and to the extent, that a Market Seller
self-supplies Station Power during any month in the manner described in subsection (2)
of subsection (d)(i) above (hereafter referred to as “remote self-supply of Station
Power”), Market Seller shall use and pay for transmission service for the transmission of
energy in an amount equal to the facility’s negative net output from Market Seller’s
generation facility(ies) having positive net output. Unless the Market Seller makes other
arrangements with Transmission Provider in advance, such transmission service shall be
provided under Part Il of the PIM Tariff and shall be charged the hourly rate under
Schedule 8 of the PJM Tariff for Non-Firm Point-to-Point Transmission Service with an
election to pay congestion charges, provided, however, that no reservation shall be
necessary for such transmission service and the terms and charges under Schedules 1, 1A,
2 through 6, 9 and 10 of the PIM Tariff shall not apply to such service. The amount of
energy that a Market Seller transmits in conjunction with remote self-supply of Station
Power will not be affected by any other sales, purchases, or transmission of capacity or
energy by or for such Market Seller under any other provisions of the PJIM Tariff.

(iii) A Market Seller may self-supply Station Power from its generation
facilities located outside of the PJM Region during any month only if such generation
facilities in fact run during such month and Market Seller separately has reserved
transmission service and scheduled delivery of the energy from such resource in advance
into the PJM Region.

1.7.11 Emergencies.

@ The Office ofthe Interconnection, with the assistance of the Members’
dispatchers as it may request, shall be responsible for monitoring the operation of the PJIM
Region, for declaring the existence of an Emergency, and for directing the operations of Market
Participants as necessary to manage, alleviate or end an Emergency. The standards, policies and
procedures of the Office of the Interconnection for declaring the existence of an Emergency,
including but not limited to a Minimum Generation Emergency, and for managing, alleviating or
ending an Emergency, shall apply to all Members on a non-discriminatory basis. Actions by the
Office of the Interconnection and the Market Participants shall be carried out in accordance with
this Agreement, the NERC Operating Policies, Applicable Regional Reliability Council
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reliability principles and standards, Good Utility Practice, and the PJIM Manuals. A declaration
that an Emergency exists or is likely to exist by the Office of the Interconnection shall be binding
on all Market Participants until the Office of the Interconnection announces that the actual or
threatened Emergency no longer exists. Consistent with existing contracts, all Market
Participants shall comply with all directions from the Office of the Interconnection for the
purpose of managing, alleviating or ending an Emergency. The Market Participants shall
authorize the Office of the Interconnection to purchase or sell energy on their behalf to meet an
Emergency, and otherwise to implement agreements with other Control Areas interconnected
with the PJM Region for the mutual provision of service to meet an Emergency, in accordance
with this Agreement.

(b) To the extent load must be shed to alleviate an Emergency ina Control Zone, the
Office of the Interconnection shall, to the maximum extent practicable, direct the shedding of
load within such Control Zone. The Office of the Interconnection may shed load in one Control
Zone to alleviate an Emergency in another Control Zone under its control only as necessary after
having first shed load to the maximum extent practicable in the Control Zone experiencing the
Emergency and only to the extent that PJM supports other control areas (not under its control) in
those situations where load shedding would be necessary, such as to prevent isolation of facilities
within the Eastern Interconnection, to prevent voltage collapse, or to restore system frequency
following a system collapse; provided, however, that the Office of the Interconnection may not order
a manual load dump ina Control Zone solely to address capacity deficiencies in another Control
Zone. This section shall be implemented consistent with the North American Electric Reliability
Council and applicable reliability council standards.

1.7.12 Fees and Charges.

Each Market Participant, except for Special Members, shall pay all fees and charges of the

Office of the Interconnection for operation of the PJM Interchange Energy Market as determined by
and allocated to the Market Participant by the Office of the Interconnection in accordance

with Schedule 3.

1.7.13 Relationship to the PJM Region.

The PJM Interchange Energy Market operates within and subject to the requirements for the
operation of the PJM Region.

1.7.14 PJM Manuals.

The Office of the Interconnection shall be responsible for maintaining, updating, and

promulgating the PJIM Manuals as they relate to the operation of the PJM Interchange Energy
Market. The PJM Manuals, as they relate to the operation of the PJIM Interchange Energy

Market, shall conformand comply with this Agreement, NERC operating policies, and

Applicable Regional Reliability Council reliability principles, guidelines and standards, and shall be
designed to facilitate administration of an efficient energy market within industry reliability
standards and the physical capabilities of the PJIM Region.
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1.7.15 Corrective Action.

Consistent with Good Utility Practice, the Office of the Interconnection shall be authorized to

direct or coordinate corrective action, whether or not specified in the PJIM Manuals, as necessary to
alleviate unusual conditions that threaten the integrity or reliability of the PJM Region, or the
regional power system.

1.7.16 Recording.

Subject to the requirements of applicable State or federal law, all voice communications with the
Office of the Interconnection Control Center may be recorded by the Office of the
Interconnection and any Market Participant communicating with the O ffice of the
Interconnection Control Center, and each Market Participant hereby consents to such recording.

1.7.17 Operating Reserves.

(@  The following procedures shall apply to any generation unit subject to the
dispatch of the Office of the Interconnection for which construction commenced before July 9,
1996, or any Demand Resource subject to the dispatch of the Office of the Interconnection.

(b)  The Office of the Interconnection shall schedule to the Operating Reserve and
load-following objectives of the Control Zones of the PJM Region and the PJM Interchange
Energy Market in scheduling generation resources and/or Demand Resources pursuant to this
Schedule. A table of Operating Reserve objectives for each Control Zone is calculated and
published annually inthe PJIM Manuals. Reserve levels are probabilistically determined based on
the season’s historical load forecasting error and forced outage rates.

()  Nuclear generation resources shall not be eligible for Operating Reserve payments
unless: 1) the Office of the Interconnection directs such resources to reduce output, in which
case, such units shall be compensated in accordance with section 3.2.3(f) of this Schedule; or 2)
the resource submits a request for a risk premium to the Market Monitoring Unit under the
procedures specified in Section 11.B of Attachment M - Appendix. A nuclear generation resource
(1) must submit a risk premium consistent with its agreement under such process, or, (ii) if it has
not agreed with the Market Monitoring Unit on an appropriate risk premium, may submit its own
determination of an appropriate risk premium to the Office of the Interconnection, subject to
acceptance by the Office of the Interconnection, with or without prior approval from the
Commission.

1.7.18 Regulation.

(@  Regulationto meet the Regulation objective of each Regulation Zone shall be
supplied from generation resources and/or Demand Resources located within the metered
electrical boundaries of such Regulation Zone. Generating Market Buyers, and Market Sellers
offering Regulation, shall comply with applicable standards and requirements for Regulation
capability and dispatch specified in the PIM Manuals.
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(b)  The Office of the Interconnection shall obtain and maintain for each Regulation
Zone an amount of Regulation equal to the Regulation objective for such Regulation Zone as
specified in the PIM Manuals.

(¢)  The Regulation range ofa generation unit or Demand Resource shall be at least
twice the amount of Regulation assigned.

(d) A generation unit capable of automatic energy dispatch that is also providing
Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation
provided. The amount of Regulation provided by a generation unit shall serve to redefine the
Normal Minimum Generation and Normal Maximum Generation energy limits of that generation
unit, in that the amount of Regulation shall be added to the generation unit’s Normal Minimum
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit.

(e)  Qualified Regulation must satisfy the verification tests described in the PJIM
Manuals.

1.7.19 Ramping.

A generator dispatched by the Office of the Interconnection pursuant to a control signal
appropriate to increase or decrease the generator’s megawatt output level shall be able to change
output at the ramping rate specified in the O ffer Data submitted to the Office of the
Interconnection for that generator.

1.7.19A Synchronized Reserve.

(@  Synchronized Reserve shall be supplied from generation resources and/or
Demand Resources located within the metered boundaries of the PJIM Region. Generating
Market Buyers, and Market Sellers offering Synchronized Reserve shall comply with applicable
standards and requirements for Synchronized Reserve capability and dispatch specified in the
PJM Manuals

(b)  The Office of the Interconnection shall obtain and maintain for each
Synchronized Reserve Zone an amount of Synchronized Reserve equal to the Synchronized
Reserve objective for such Synchronized Reserve Zone, as specified in the PJIM Manuals.

(c)  The Synchronized Reserve capability of a generation resource and Demand
Resource shall be the increase in energy output or load reduction achievable by the generation
resource and Demand Resource within a continuous 10-minute period.

(d) A generation unit capable of automatic energy dispatch that also is providing
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation
unit shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in
that the amount of Synchronized Reserve provided shall be subtracted from its Normal
Maximum Generation energy limit.
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1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and
Dayahead Scheduling Reserves.

(@ Inaddition to transactions in the Regulation market, Synchronized Reserve
market, and Day-ahead Scheduling Reserves Market, Market Participants may enter into bilateral
contracts for the purchase or sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves to or from each other or any other entity. Such bilateral contracts shall be
for the physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves to or from a Market Participant and shall be reported to and coordinated with the Office
ofthe Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating
to its eMarket tools.

(b)  For purposes of clarity, with respect to all bilateral contracts for the physical
transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to a Market
Participant in the PJM Region, title to the product that is the subject of the bilateral contract shall
pass to the buyer at the source specified for the bilateral contract, and any further transactions
associated with such products or further sale of such Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves in the markets for Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves, respectively, shall be transacted by the buyer under the bilateral contract.
In no event shall the purchase and sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves between Market Participants under a bilateral contract constitute a
transaction in PJM’s markets for Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves.

()  Market Participants that are parties to bilateral contracts for the purchase and sale
and physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves
reported to and coordinated with the Office of the Interconnection under this Schedule shall use
all reasonable efforts, consistent with Good Utility Practice, to limit the amounts of such reported
transactions to amounts reflecting the expected requirements for Regulation, Synchronized
Reserve, or Day-ahead Scheduling Reserves of the buyer pursuant to such bilateral contracts.

(d)  Allpayments and related charges for the Regulation, Synchronized Reserve, or
Day-ahead Scheduling Reserves associated with a bilateral contract shall be arranged between
the parties to the bilateral contract and shall not be billed or settled by the Office of the
Interconnection. The LLC and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a bilateral contract
reported and coordinated with the Office of the Interconnection under this Schedule.

(e)  Abuyer under a bilateral contract shall guarantee and indemnify the LLC and the
Members for the costs of any purchases by the seller under the bilateral contract in the markets
for Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves used to meet the
bilateral contract seller’s obligation to deliver Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves under the bilateral contract and for which payment is not made to the LLC
by the seller under the bilateral contract, as determined by the Office of the Interconnection.
Upon any default in obligations to the LLC by a Market Participant, the Office of the
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Interconnection shall (i) not accept any new eMarket reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s reporting of eMarkets schedules associated with its
bilateral contracts previously reported to the Office of the Interconnection for all days where
delivery has not yet occurred. All claims regarding a buyer’s default to a seller under a bilateral
contract shall be resolved solely between the buyer and the seller. In such circumstances, the
seller may instruct the Office of the Interconnection to terminate all of the reported eMarkets
schedules associated with bilateral contracts between buyer and seller previously reported to the
Office of the Interconnection.

® Market Participants shall purchase Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves from PJM’s markets for Regulation, Synchronized Reserve, Day-
ahead Scheduling Reserves, in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason, with
respect to all bilateral transactions that contemplate the physical transfer of Regulation,
Synchronized Reserve, or Day-ahead Scheduling Reserves to or from a Market Participant.

1.7.20 Communication and Operating Requirements.

(@  Market Participants. Each Market Participant shall have, or shall arrange to have, its
transactions in the PJM Interchange Energy Market subject to control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the
Office of the Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements of the Market
Participant’s transactions with the PJM Interchange Energy Market, including but not limited to the
following requirements as applicable.

(b)  Market Sellers selling from generation resources and/or Demand Resources
within the PJM Region shall: report to the Office of the Interconnection sources of energy and
Demand Resources available for operation; supply to the Office of the Interconnection all
applicable Offer Data; report to the Office of the Interconnection generation resources and
Demand Resources that are self-scheduled; with respect to generation resources, report to the
Office of the Interconnection bilateral sales transactions to buyers not within the PJM Region;
confirm to the Office of the Interconnection bilateral sales to Market Buyers within the PJIM
Region; respond to the O ffice of the Interconnection’s directives to start, shutdown or change
output levels of generation units, or change scheduled voltages or reactive output levels of
generation units, or reduce load from Demand Resources; continuously maintain all Offer Data
concurrent with on-line operating information; and ensure that, where so equipped, generating
equipment and Demand Resources are operated with control equipment functioning as specified
in the PJIM Manuals.

()  Market Sellers selling from generation resources outside the PJIM Region shall:
provide to the Office of the Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services;
respond to Office of the Interconnection directives to schedule delivery or change delivery
schedules; and communicate delivery schedules to the Market Seller’s Control Area.
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(d)  Market Participants that are Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: respond to Office of the Interconnection directives for load
management steps; report to the Office of the Interconnection Generation Capacity Resources to
satisfy capacity obligations that are available for pool operation; report to the O ffice of the
Interconnection all bilateral purchase transactions; respond to other Office of the Interconnection
directives such as those required during Emergency operation.

()  Market Participants that are not Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: provide to the Office of the Interconnection requests to purchase
specified amounts of energy for each hour of the Operating Day during which it intends to
purchase fromthe PIM Interchange Energy Market, along with Dispatch Rate levels above which it
does not desire to purchase; respond to other Office of the Interconnection directives such as those
required during Emergency operation.

® Economic Load Response Participants are responsible for maintaining demand
reduction information, including the amount and price at which demand may be reduced. The
Economic Load Response Participant shall provide this information to the Office of the
Interconnection by posting it on the Load Response Program Registration link of the PJIM
website as required by the PJIM Manuals. The Economic Load Response Participant shall notify
the Office of the Interconnection ofa demand reduction concurrent with, or prior to, the
beginning of such demand reduction in accordance with the PJIM Manuals. Inthe event that an
Economic Load Response Participant chooses to measure load reductions using a Customer
Baseline Load, the Economic Load Response Participant shall inform the Office of the
Interconnection ofa change in its operations or the operations of the end-use customer that
would affect a relevant Customer Baseline Load as required by the PJIM Manuals.
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OA OPERATING AGREEMENT - OA SCHEDULE 1 - OA 1. MARKET OPERATIONS - OA 1.3
Definitions.

1.3  Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,
which is the effect on transmission congestion costs (whether positive or negative) associated
with increasing the output of a generation resource or decreasing the consumption by a Demand

Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which
action on behalf of itself or one or more other Members or non-Members, participates in the PIM
Interchange Energy Market by causing a reduction in demand.

1.3.1B.03 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.
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1.3.1C Day-ahead Energy Market.

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJIM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJIM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PJM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.
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“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.

1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.31E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level ofall

generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market
through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch

1.3.3 External Market Buyer.
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“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJIM Region, or for load in the
PJM Region that is not served by Network Transmission Service.

1.3.4 External Resource.

“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.
“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in

part, of a generating unit in order to perform necessary repairs on specific components of the
facility, if removal of the facility meets the guidelines specified in the PIM Manuals.
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1.3.9 Generator Planned Outage.

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of
a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point.

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal M arket Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PJM..

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component ofthe Locational Marginal Price, which is the effect on
transmission loss costs (whether positive or negative) associated with increasing the output of a
generation resource or decreasing the consumption by a Demand Resource based on the effect of

increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.
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“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJIM Region.

1.3.12A M aximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output ofa generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the O ffice ofthe
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical
power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.
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“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part 11l of the PIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office of'the Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJIM Interchange Energy Market or the operation of the PJIM Region.

1.3.21A On-Site Generators.

“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.

1.3.23 Operating Margin.
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“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
contingency in the PJIM Region resulting from operations in an interconnected Control Area. Such
adjustments may result in constraints causing Transmission Congestion Charges, or may result in
Ancillary Services charges pursuant to the PIJM Tariff.

1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.

1.3.28 PJM Open Access Same-time Information System.
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“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the PJM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

1.3.28A Planning Period Quarter.

“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or March, Apriland May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PIM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability”” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office ofthe
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of'the PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.
“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

Page 92



Intra-PJM Tariffs

1.3.30B.01  Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability ofa specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJIM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2(h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [Reserved.]

1.3.31B [Reserved.]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase ofenergy from, or the delivery of energy to, the
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt

obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.
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“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01  Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02  Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the O ffice of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve, within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-scheduled Synchronized Reserve capability.

1.3.33B.03  System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,
which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Transmission Congestion Charge.
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“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Transmission Congestion Credit.
“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission

Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage™ shall mean an immediate removal from service ofa transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal fromservice ofa transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJIM Region that are
increasing the cost of energy in the PJIM Region.

1.3.37C Transmission Loss Charge.

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity

froma generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.
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“Transmission Planned Outage™ shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PJIM Manuals.

1.3.39 Zonal Base Load.
“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an

annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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OA OPERATING AGREEMENT - OA SCHEDULE 1 - OA 1. MARKET OPERATIONS - OA 1.7 General.

1.7 General.
1.7.1 Market Sellers.

Only Market Sellers shall be eligible to submit offers to the Office of the Interconnection for the sale
of electric energy or related services in the PJM Interchange Energy Market. Market Sellers shall
comply with the prices, terms, and operating characteristics of all Offer Data submitted to and
accepted by the PJIM Interchange Energy Market.

1.7.2 Market Buyers.

Only Market Buyers shall be eligible to purchase energy or related services in the PJIM

Interchange Energy Market. Market Buyers shall comply with all requirements for making
purchases from the PJM Interchange Energy Market.

1.7.2A Economic Load Response Participants.

Only Economic Load Response Participants shall be eligible to participate in the Real-time
Energy Market and the Day-ahead Energy Market by submitting offers to the Office of the
Interconnection to reduce demand.

1.7.3 Agents.

A Market Participant may participate in the PJIM Interchange Energy Market through an agent,
provided that the Market Participant informs the Office of the Interconnection in advance in
writing of the appointment of such agent. A Market Participant participating in the PJM
Interchange Energy Market through an agent shall be bound by all of the acts or representations of
such agent with respect to transactions in the PJM Interchange Energy Market, and shall ensure
that any such agent complies with the requirements of this Agreement.

1.7.4 General Obligations of the Market Participants.

@ In performing its obligations to the Office of the Interconnection hereunder, each Market
Participant shall at all times (i) follow Good Utility Practice, (if) comply with all applicable laws and
regulations, (iii) comply with the applicable principles, guidelines, standards and

requirements of FERC, NERC and Applicable Regional Reliability Councils, (iv) comply with the
procedures established for operation of the PJM Interchange Energy Market and PJM Region and
(v) cooperate with the Office of the Interconnection as necessary for the operation of the PJIM
Region in a safe, reliable manner consistent with Good Utility Practice.

(b) Market Participants shall undertake all operations in or affecting the PJM Interchange
Energy Market and the PJM Region including but not limited to compliance with all Emergency
procedures, in accordance with the power and authority of the Office of the Interconnection with
respect to the operation of the PJM Interchange Energy Market and the PJM Region as
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established in this Agreement, and as specified in the Schedules to this Agreement and the PJIM
Manuals. Failure to comply with the foregoing operational requirements shall subject a Market
Participant to such reasonable charges or other remedies or sanctions for non-compliance as may be
established by the PJM Board, including legal or regulatory proceedings as authorized by the PJIM
Board to enforce the obligations of this Agreement.

(© The Office of the Interconnection may establish such committees with a representative of
each Market Participant, and the Market Participants agree to provide appropriately qualified
personnel for such committees, as may be necessary for the Office of the Interconnection to
perform its obligations hereunder.

d) All Market Participants shall provide to the Office of the Interconnection the scheduling
and other information specified in the Schedules to this Agreement, and such other information
as the Office of the Interconnection may reasonably require for the reliable and efficient
operation of the PJM Region and PJM Interchange Energy Market, and for compliance with
applicable regulatory requirements for posting market and related information. Such information
shall be provided as much in advance as possible, but in no event later than the deadlines
established by the Schedules to this Agreement, or by the Office of the Interconnection in
conformance with such Schedules. Such information shall include, but not be limited to,
maintenance and other anticipated outages of generation or transmission facilities, scheduling
and related information on bilateral transactions and self-scheduled resources, and
implementation of active load management, interruption of load, and other load reduction
measures. The Office of the Interconnection shall abide by appropriate requirements for the
non-disclosure and protection of any confidential or proprietary information given to the Office
of the Interconnection by a Market Participant. Each Market Participant shall maintain or cause
to be maintained compatible information and communications systems, as specified by the
Office of the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive
information to the Office of the Interconnection in a timely manner.

(e) Subject to the requirements for Economic Load Response participants in section 1.5A
above, each Market Participant shall install and operate, or shall otherwise arrange for, metering
and related equipment capable of recording and transmitting all voice and data communications
reasonably necessary for the Office of the Interconnection to perform the services specified in

this Agreement. A Market Participant that elects to be separately billed for its PJIM Interchange
shall, to the extent necessary, be individually metered in accordance with Section 14 of this
Agreement, or shall agree upon an allocation of PJM Interchange between it and the Market
Participant through whose meters the unmetered Market Participant’s PJM Interchange is
delivered. The Office of the Interconnection shall be notified of the allocation by the foregoing
Market Participants.

U] Each Market Participant shall operate, or shall cause to be operated, any generating

resources owned or controlled by such Market Participant that are within the PJM Region or
otherwise supplying energy to or through the PJM Region in a manner that is consistent with the
standards, requirements or directions of the Office of the Interconnection and that will permit the
Office of the Interconnection to perform its obligations under this Agreement; provided,
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however, no Market Participant shall be required to take any action that is inconsistent with
Good Utility Practice or applicable law.

(9 Each Market Participant shall follow the directions of the Office of the Interconnection to
take actions to prevent, manage, alleviate or end an Emergency in a manner consistent with this
Agreement and the procedures of the PJIM Region as specified in the PJIM Manuals.

()  Each Market Participant shall obtain and maintain all permits, licenses or approvals
required for the Market Participant to participate in the PJM Interchange Energy Market in the
manner contemplated by this Agreement.

(1) Consistent with Section 36.1.1 of the PJM Tariff, to the extent its generating facility is
dispatchable, a Market Participant shall suomit an Economic Minimum in the Real-time Energy
Market that is no greater than the higher of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PJM Tariff, associated with such generating
facility under its Interconnection Service Agreement under Attachment O of the PJM Tariff or a
wholesale market participation agreement.

1.7.5 Market Operations Center.

Each Market Participant shall maintain a Market Operations Center, or shall make appropriate
arrangements for the performance of such services on its behalf. A Market Operations Center
shall meet the performance, equipment, communications, staffing and training standards and
requirements specified in this Agreement for the scheduling and completion of transactions in

the PJM Interchange Energy Market and the maintenance of the reliable operation of the PJIM
Region, and shall be sufficient to enable (i) a Market Seller or an Economic Load Response
Participant to performall terms and conditions of its offers to the PJM Interchange Energy
Market, and (ii) a Market Buyer or an Economic Load Response Participant to conform to the
requirements for purchasing from the PJM Interchange Energy Market.

1.7.6 Scheduling and Dispatching.

@) The Office of the Interconnection shall schedule and dispatch in real-time generation
resources and/or Demand Resources economically on the basis of least-cost, security-constrained
dispatch and the prices and operating characteristics offered by Market Sellers, continuing until
sufficient generation resources and/or Demand Resources are dispatched to serve the PIM
Interchange Energy Market energy purchase requirements under normal system conditions of the
Market Buyers, as well as the requirements of the PJIM Region for ancillary services provided by
generation resources and/or Demand Resources, in accordance with this Agreement. Such
scheduling and dispatch shall recognize transmission constraints on coordinated flowgates
external to the Transmission System in accordance with Appendix A to the Joint Operating
Agreement between the Midwest Independent Transmission System Operator, Inc. and PJIM
Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38) and on other such flowgates that are
coordinated in accordance with agreements between the LLC and other entities. Scheduling and
dispatch shall be conducted in accordance with this Agreement.
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(b) The Office of the Interconnection shall undertake to identify any conflict or
incompatibility between the scheduling or other deadlines or specifications applicable to the PJIM
Interchange Energy Market, and any relevant procedures of another Control Area, or any tariff
(including the PJM Tariff). Upon determining that any such conflict or incompatibility exists, the
Office of the Interconnection shall propose tariff or procedural changes, and undertake such other
efforts as may be appropriate, to resolve any such conflict or incompatibility.

(©) To protect its generation or distribution facilities, or local Transmission Facilities not
under the monitoring responsibility and dispatch control of the Office of the Interconnection, an
entity may request that the Office of the Interconnection schedule and dispatch generation or
reductions in demand to meet a limit on Transmission Facilities different from that which the
Office of the Interconnection has determined to be required for reliable operation of the
Transmission System. To the extent consistent with its other obligations under this Agreement,
the Office of the Interconnection shall schedule and dispatch generation and reductions in
demand in accordance with such request. An entity that makes a request pursuant to this section
1.7.6(c) shall be responsible for all generation and other costs resulting from its request that
would not have been incurred by operating the Transmission System and scheduling and
dispatching generation in the manner that the Office of the Interconnection otherwise has
determined to be required for reliable operation of the Transmission System.

1.7.7 Pricing.

The price paid for energy bought and sold in the PJM Interchange Energy Market and for
demand reductions will reflect the hourly Locational Marginal Price at each load and generation
bus, determined by the Office of the Interconnection in accordance with this Agreement.
Transmission Congestion Charges and Transmission Loss Charges, which shall be determined by
differences in Congestion Prices and Loss Prices inan hour, shall be calculated and collected,

and the revenues therefrom shall be disbursed, by the Office of the Interconnection in accordance
with this Schedule.

1.7.8 Generating Market Buyer Resources.

A Generating Market Buyer may elect to self-schedule its generation resources up to that
Generating Market Buyer’s Equivalent Load, in accordance with and subject to the procedures
specified in this Schedule, and the accounting and billing requirements specified in Section 3 to
this Schedule.

1.7.9 Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a bus or
buses at the electrical boundaries of the PIM Region specified by the Office of the
Interconnection, or to load in such area that is not served by Network Transmission Service, using
Point-to-Point Transmission Service paid for by the External Market Buyer. Further delivery of
such energy shall be the responsibility of the External Market Buyer.
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1.7.10 Other Transactions.

@)

Bilateral Transactions.

(i)

(ii)

(iii)

(iv)

v)

In addition to transactions in the PJIM Interchange Energy Market, Market
Participants may enter into bilateral contracts for the purchase or sale of
electric energy to or from each other or any other entity, subject to the
obligations of Market Participants to make Generation Capacity Resources
available for dispatch by the Office of the Interconnection. Such bilateral
contracts shall be for the physical transfer of energy to or froma Market
Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the
LLC’s rules relating to its eSchedules and Enhanced Energy Scheduler
tools.

For purposes of clarity, with respect to all bilateral contracts for the
physical transfer of energy to a Market Participant inside the PJM Region,
title to the energy that is the subject of the bilateral contract shall pass to
the buyer at the source specified for the bilateral contract, and the further
transmission of the energy or further sale of the energy into the
Interchange Energy Market shall be transacted by the buyer under the
bilateral contract. With respect to all bilateral contracts for the physical
transfer of energy to an entity outside the PJM Region, title to the energy
shall pass to the buyer at the border of the PJM Region and shall be
delivered to the border using transmission service. In no event shall the
purchase and sale of energy between Market Participants under a bilateral
contract constitute a transaction in the PJM Interchange Energy Market.

Market Participants that are parties to bilateral contracts for the purchase
and sale and physical transfer of energy reported to and coordinated with
the Office of the Interconnection under this Schedule shall use all
reasonable efforts, consistent with Good Utility Practice, to limit the
megawatt hours of such reported transactions to amounts reflecting the
expected load and other physical delivery obligations of the buyer under
the bilateral contract.

All payments and related charges for the energy associated with a bilateral
contract shall be arranged between the parties to the bilateral contract and
shall not be billed or settled by the Office of the Interconnection. Neither the
LLC nor the Members will assume financial responsibility for the

failure ofa party to perform obligations owed to the other party under a
bilateral contract reported and coordinated with the Office of the
Interconnection under this Schedule.

A buyer under a bilateral contract shall guarantee and indemnify the LLC
and the Members for the costs of any Spot Market Backup used to meet
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the bilateral contract seller’s obligation to deliver energy under the
bilateral contract and for which payment is not made to the LLC by the
seller under the bilateral contract, as determined by the Office of the
Interconnection. Upon any default in obligations to the LLC by a Market
Participant, the Office of the Interconnection shall (i) not accept any new
eSchedules or Enhanced Energy Scheduler reporting by the Market
Participant and (ii) terminate all of the Market Participant’s eSchedules
and Enhanced Energy Schedules associated with its bilateral contracts
previously reported to the Office of the Interconnection for all days where
delivery has not yet occurred. All claims regarding a buyer’s default to a
seller under a bilateral contract shall be resolved solely between the buyer
and the seller. Insuch circumstances, the seller may instruct the Office of
the Interconnection to terminate all of the eSchedules and Enhanced
Energy Schedules associated with bilateral contracts between buyer and
seller previously reported to the Office of the Interconnection. The Office
of the Interconnection shall assign its claims against a seller with respect
to a seller’s nonpayment for Spot Market Backup to a buyer the extent that
the buyer has made an indemnification payment to the O ffice of the
Interconnection with respect to the seller’s nonpayment.

(vip  Bilateral contracts that do not contemplate the physical transfer of energy
to or from a Market Participant are not subject to this Schedule, shall not
be reported to and coordinated with the Office of the Interconnection, and
shall not in any way constitute a transaction in the PJM Interchange
Energy Market.

(b) Market Participants shall have Spot Market Backup with respect to all bilateral

transactions that contemplate the physical transfer of energy to or from a Market Participant, that are
not dynamically scheduled pursuant to Section 1.12 and that are curtailed or interrupted for any
reason (except for curtailments or interruptions through active load management for load located
within the PJM Region).

(c) To the extent the Office ofthe Interconnection dispatches a Generating Market Buyer’s
generation resources, such Generating Market Buyer may elect to net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed
a buyer fromthe PJM Interchange Energy Market to the extent of its PJM Interchange Imports,
and shall be deemed a seller to the PJM Interchange Energy Market to the extent of its PJIM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation facility in accordance
with the following provisions:

) A Market Seller may self-supply Station Power for its generation facility
during any month (1) when the net output of such facility is positive, or
(2) when the net output of such facility is negative and the Market Seller
during the same month has available at other of its generation facilities
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positive net output in anamount at least sufficient to offset fully such
negative net output. For purposes ofthis subsection (d), “net output” ofa
generation facility during any month means the facility’s gross energy
output, less the Station Power requirements of such facility, during that
month. The determination ofa generation facility’s or a Market Seller’s
monthly net output under this subsection (d) will apply only to determine
whether the Market Seller self-supplied Station Power during the month
and will not affect the price of energy sold or consumed by the Market
Seller at any bus during any hour during the month. For each hour when a
Market Seller has positive net output and delivers energy into the
Transmission System, it will be paid the LMP at its bus for that hour for
all of the energy delivered. Conversely, for each hour when a Market
Seller has negative net output and has received Station Power from the
Transmission System, it will pay the LMP at its bus for that hour for all of
the energy consumed.

(i) Transmission Provider will determine the extent to which each affected
Market Seller during the month self-supplied its Station Power
requirements or obtained Station Power from third-party providers
(including affiliates) and will incorporate that determination in its
accounting and billing for the month. In the event that a Market Seller
self-supplies Station Power during any month in the manner described in
subsection (1) of subsection (d)(i) above, Market Seller will not use, and
will not incur any charges for, transmission service. Inthe event, and to
the extent, that a Market Seller self-supplies Station Power during any
month in the manner described in subsection (2) of subsection (d)(i) above
(hereafter referred to as “remote self-supply of Station Power”’), Market
Seller shall use and pay for transmission service for the transmission of
energy in an amount equal to the facility’s negative net output from
Market Seller’s generation facility(ies) having positive net output. Unless
the Market Seller makes other arrangements with Transmission Provider
in advance, such transmission service shall be provided under Part Il of
the PIJM Tariff and shall be charged the hourly rate under Schedule 8 of
the PJM Tariff for Non-Firm Point-to-Point Transmission Service with an
election to pay congestion charges, provided, however, that no reservation
shall be necessary for such transmission service and the terms and charges
under Schedules 1, 1A, 2 through 6, 9 and 10 of the PJM Tariff shall not
apply to such service. The amount of energy that a Market Seller
transmits in conjunction with remote self-supply of Station Power will not
be affected by any other sales, purchases, or transmission of capacity or
energy by or for such Market Seller under any other provisions of the PJIM
Tariff.

(i) A Market Seller may self-supply Station Power from its generation

facilities located outside of the PJIM Region during any month only if such
generation facilities in fact run during such month and Market Seller
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separately has reserved transmission service and scheduled delivery of the
energy from such resource in advance into the PJM Region.

1.7.11 Emergencies.

@ The Office of the Interconnection, with the assistance ofthe Members’ dispatchers as it
may request, shall be responsible for monitoring the operation of the PJIM Region, for declaring
the existence of an Emergency, and for directing the operations of Market Participants as
necessary to manage, alleviate or end an Emergency. The standards, policies and procedures of
the Office of the Interconnection for declaring the existence of an Emergency, including but not
limited to a Minimum Generation Emergency, and for managing, alleviating or ending an
Emergency, shall apply to all Members on a non-discriminatory basis. Actions by the Office of
the Interconnection and the Market Participants shall be carried out in accordance with this
Agreement, the NERC Operating Policies, Applicable Regional Reliability Council reliability
principles and standards, Good Utility Practice, and the PIM Manuals. A declaration that an
Emergency exists or is likely to exist by the Office of the Interconnection shall be binding on all
Market Participants until the Office of the Interconnection announces that the actual or
threatened Emergency no longer exists. Consistent with existing contracts, all Market
Participants shall comply with all directions from the Office of the Interconnection for the
purpose of managing, alleviating or ending an Emergency. The Market Participants shall
authorize the Office of the Interconnection to purchase or sell energy on their behalf to meet an
Emergency, and otherwise to implement agreements with other Control Areas interconnected
with the PJM Region for the mutual provision of service to meet an Emergency, in accordance
with this Agreement.

(b) To the extent load must be shed to alleviate an Emergency in a Control Zone, the Office of
the Interconnection shall, to the maximum extent practicable, direct the shedding of load

within such Control Zone. The Office of the Interconnection may shed load in one Control Zone to
alleviate an Emergency in another Control Zone under its control only as necessary after

having first shed load to the maximum extent practicable in the Control Zone experiencing the
Emergency and only to the extent that PJM supports other control areas (not under its control) in
those situations where load shedding would be necessary, such as to prevent isolation of facilities
within the Eastern Interconnection, to prevent voltage collapse, or to restore system frequency
following a system collapse; provided, however, that the Office of the Interconnection may not
order a manual load dump ina Control Zone solely to address capacity deficiencies in another
Control Zone. This subsection shall be implemented consistent with North American Electric
Reliability Council and applicable reliability council standards.

1.7.12 Fees and Charges.

Each Market Participant, except for Special Members, shall pay all fees and charges of the

Office of the Interconnection for operation of the PJM Interchange Energy Market as determined by
and allocated to the Market Participant by the Office of the Interconnection in accordance

with Schedule 3.

1.7.13 Relationship to the PJM Region.
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The PJM Interchange Energy Market operates within and subject to the requirements for the
operation of the PJM Region.

1.7.14 PJM M anuals.

The Office of the Interconnection shall be responsible for maintaining, updating, and

promulgating the PJIM Manuals as they relate to the operation of the PJM Interchange Energy
Market. The PJIM Manuals, as they relate to the operation of the PJM Interchange Energy

Market, shall conformand comply with this Agreement, NERC operating policies, and

Applicable Regional Reliability Council reliability principles, guidelines and standards, and shall be
designed to facilitate administration of an efficient energy market within industry reliability
standards and the physical capabilities of the PJM Region.

1.7.15 Corrective Action.

Consistent with Good Utility Practice, the Office of the Interconnection shall be authorized to

direct or coordinate corrective action, whether or not specified in the PJIM Manuals, as necessary to
alleviate unusual conditions that threaten the integrity or reliability of the PJIM Region, or the
regional power system.

1.7.16 Recording.

Subject to the requirements of applicable State or federal law, all voice communications with the
Office of the Interconnection Control Center may be recorded by the Office of the
Interconnection and any Market Participant communicating with the O ffice of the
Interconnection Control Center, and each Market Participant hereby consents to such recording.

1.7.17 Operating Reserves.

@) The following procedures shall apply to any generation unit subject to the dispatch of the
Office of the Interconnection for which construction commenced before July 9, 1996, or any
Demand Resource subject to the dispatch of the Office of the Interconnection.

(b) The Office of the Interconnection shall schedule to the Operating Reserve and load-
following objectives of the Control Zones of the PJIM Region and the PJM Interchange Energy
Market in scheduling generation resources and/or Demand Resources pursuant to this Schedule. A
table of Operating Reserve objectives for each Control Zone is calculated and published

annually inthe PJIM Manuals. Reserve levels are probabilistically determined based on the
season’s historical load forecasting error and forced outage rates.

(© Nuclear generation resources shall not be eligible for Operating Reserve payments
unless: 1) the Office of the Interconnection directs such resources to reduce output, in which
case, such units shall be compensated in accordance with section 3.2.3(f) of this Schedule; or 2)
the resource submits a request for a risk premium to the Market Monitoring Unit under the
procedures specified in Section I11.B of Attachment M - Appendix. A nuclear generation
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resource (i) must submit a risk premium consistent with its agreement under such process, or, (ii)
if it has not agreed with the Market Monitoring Unit on an appropriate risk premium, may submit
its own determination of an appropriate risk premium to the Office of the Interconnection,
subject to acceptance by the Office of the Interconnection, with or without prior approval from
the Commission.

1.7.18 Regulation.

@) Regulation to meet the Regulation objective of each Regulation Zone shall be supplied
from generation resources and/or Demand Resources located within the metered electrical
boundaries of such Regulation Zone. Generating Market Buyers, and Market Sellers offering
Regulation, shall comply with applicable standards and requirements for Regulation capability
and dispatch specified in the PJIM Manuals.

(b) The Office of the Interconnection shall obtain and maintain for each Regulation Zone an
amount of Regulation equal to the Regulation objective for such Regulation Zone as specified in the
PJM Manuals.

(© The Regulation range of a generation unit or Demand Resource shall be at least twice the
amount of Regulation assigned.

(d) A generation unit capable of automatic energy dispatch that is also providing Regulation
shall have its energy dispatch range reduced by twice the amount of the Regulation provided.
The amount of Regulation provided by a generation unit shall serve to redefine the Normal
Minimum Generation and Normal Maximum Generation energy limits of that generation unit, in
that the amount of Regulation shall be added to the generation unit’s Normal Minimum
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit.

(e) Qualified Regulation must satisfy the verification tests described in the PJM Manuals.
1.7.19 Ramping.

A generator dispatched by the Office of the Interconnection pursuant to a control signal
appropriate to increase or decrease the generator’s megawatt output level shall be able to change
output at the ramping rate specified in the Offer Data submitted to the Office of the
Interconnection for that generator.

1.7.19A Synchronized Reserve.

@ Synchronized Reserve shall be supplied from generation resources and/or Demand

Resources located within the metered boundaries of the PIM Region. Generating Market
Buyers, and Market Sellers offering Synchronized Reserve shall comply with applicable

standards and requirements for Synchronized Reserve capability and dispatch specified in the
PJM Manuals.
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(b) The Office of the Interconnection shall obtain and maintain for each Synchronized
Reserve Zone an amount of Synchronized Reserve equal to the Synchronized Reserve objective for
such Synchronized Reserve Zone, as specified in the PIM Manuals.

()  The Synchronized Reserve capability of a generation resource and Demand Resource
shall be the increase in energy output or load reduction achievable by the generation resource
and Demand Resource within a continuous 10-minute period.

(d) A generation unit capable of automatic energy dispatch that also is providing

Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation
unit shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in
that the amount of Synchronized Reserve provided shall be subtracted from its Normal

Maximum Generation energy limit.

1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and
Dayahead Scheduling Reserves.

@ In addition to transactions in the Regulation market, Synchronized Reserve market, and
Day-ahead Scheduling Reserves Market, Market Participants may enter into bilateral contracts
for the purchase or sale of Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves to or from each other or any other entity. Such bilateral contracts shall be for the
physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to or
froma Market Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating to its
eMarket tools.

(b) For purposes of clarity, with respect to all bilateral contracts for the physical transfer of
Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to a Market Participant in
the PJM Region, title to the product that is the subject of the bilateral contract shall pass to the
buyer at the source specified for the bilateral contract, and any further transactions associated
with such products or further sale of such Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves in the markets for Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves, respectively, shall be transacted by the buyer under the bilateral contract.
In no event shall the purchase and sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves between Market Participants under a bilateral contract constitute a
transaction in PJM’s markets for Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves.

(©) Market Participants that are parties to bilateral contracts for the purchase and sale and
physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves
reported to and coordinated with the Office of the Interconnection under this Schedule shall use
all reasonable efforts, consistent with Good Utility Practice, to limit the amounts of such reported
transactions to amounts reflecting the expected requirements for Regulation, Synchronized
Reserve, or Day-ahead Scheduling Reserves of the buyer pursuant to such bilateral contracts.
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(d) All payments and related charges for the Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves associated with a bilateral contract shall be arranged between the
parties to the bilateral contract and shall not be billed or settled by the Office of the
Interconnection. The LLC and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a bilateral contract
reported and coordinated with the Office of the Interconnection under this Schedule.

(e A buyer under a bilateral contract shall guarantee and indemnify the LLC and the
Members for the costs of any purchases by the seller under the bilateral contract in the markets
for Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves used to meet the
bilateral contract seller’s obligation to deliver Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves under the bilateral contract and for which payment is not made to by the
seller under the bilateral contract, as determined by the Office of the Interconnection. Upon any
default in obligations to the LLC by a Market Participant, the Office of the Interconnection shall
(1) not accept any new eMarket reporting by the Market Participant and (ii) terminate all of the
Market Participant’s reporting of eMarkets schedules associated with its bilateral contracts
previously reported to the Office of the Interconnection for all days where delivery has not yet
occurred. Allclaims regarding a buyer’s default to a seller under a bilateral contract shall be
resolved solely between the buyer and the seller. In such circumstances, the seller may instruct
the Office of the Interconnection to terminate all of the reported eMarkets schedules associated
with bilateral contracts between buyer and seller previously reported to the Office of the
Interconnection.

U] Market Participants shall purchase Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves from PJM’s markets for Regulation, Synchronized Reserve, Day-ahead
Scheduling Reserves, in quantities sufficient to complete the delivery or receipt obligations of a
bilateral contract that has been curtailed or interrupted for any reason, with respect to all bilateral
transactions that contemplate the physical transfer of Regulation, Synchronized Reserve, or
Dayahead Scheduling Reserves to or from a Market Participant.

1.7.20 Communication and Operating Requirements.

@ Market Participants. Each Market Participant shall have, or shall arrange to have, its
transactions in the PJM Interchange Energy Market subject to control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the
Office of the Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements of'the Market
Participant’s transactions with the PJM Interchange Energy Market, including but not limited to the
following requirements as applicable.

(b) Market Sellers selling from generation resources and/or Demand Resources within the
PJM Region shall: report to the Office of the Interconnection sources of energy and Demand
Resources available for operation; supply to the Office of the Interconnection all applicable
Offer Data; report to the Office of the Interconnection generation resources and Demand
Resources that are self-scheduled; with respect to generation resources, report to the O ffice of
the Interconnection bilateral sales transactions to buyers not within the PJM Region; confirm to
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the Office of the Interconnection bilateral sales to Market Buyers within the PJM Region;
respond to the Office of'the Interconnection’s directives to start, shutdown or change output
levels of generation units, or change scheduled voltages or reactive output levels of generation
units, or reduce load from Demand Resources; continuously maintain all Offer Data concurrent
with on-line operating information; and ensure that, where so equipped, generating equipment
and Demand Resources are operated with control equipment functioning as specified in the PJIM
Manuals.

(©) Market Sellers selling from generation resources outside the PJIM Region shall: provide
to the Office of the Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services;
respond to Office of the Interconnection directives to schedule delivery or change delivery
schedules; and communicate delivery schedules to the Market Seller’s Control Area.

(d) Market Participants that are Load Serving Entities or purchasing on behalf of Load
Serving Entities shall: respond to Office of the Interconnection directives for load management
steps; report to the Office of the Interconnection Generation Capacity Reso urces to satisfy
capacity obligations that are available for pool operation; report to the Office of the
Interconnection all bilateral purchase transactions; respond to other Office of the Interconnection
directives such as those required during Emergency operation.

(e Market Participants that are not Load Serving Entities or purchasing on behalf of Load
Serving Entities shall: provide to the Office of the Interconnection requests to purchase specified
amounts of energy for each hour of the Operating Day during which it intends to purchase fromthe
PJM Interchange Energy Market, along with Dispatch Rate levels above which it does not

desire to purchase; respond to other Office of the Interconnection directives such as those

required during Emergency operation.

® Economic Load Response Participants are responsible for maintaining demand reduction
information, including the amount and price at which demand may be reduced. The Economic
Load Response Participant shall provide this information to the Office of the Interconnection by
posting it on the Load Response Program Registration link of the PJM website as required by the
PJM Manuals. The Economic Load Response Participant shall notify the Office of the
Interconnection of a demand reduction concurrent with, or prior to, the beginning of such
demand reduction in accordance with the PJM Manuals. Inthe event that an Economic Load
Response Participant chooses to measure load reductions using a Customer Baseline Load, the
Economic Load Response Participant shall inform the Office of the Interconnection ofa change in
its operations or the operations of the end-use customer that would affect a relevant Customer
Baseline Load as required by the PIM Manuals.
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Definitions - E - F
1.10A ECAR:

East Central Area Reliability Council Agreement, a regional reliability council of NERC, or its
successor.

1.10B Economic Minimum:

The lowest incremental MW output level a unit can achieve while following economic dispatch.

1.11  Eligible Customer:

(1) Any electric utility (including any Transmission Owner and any power marketer), Federal
power marketing agency, or any person generating electric energy for sale for resale is an
Eligible Customer under the Tariff. Electric energy sold or produced by such entity may be
electric energy produced in the United States, Canada or Mexico. However, with respect to
transmission service that the Commission is prohibited from ordering by Section 212(h) of the
Federal Power Act, such entity is eligible only if the service is provided pursuant to a state
requirement that the Transmission Provider or Transmission Owner offer the unbundled
transmission service, or pursuant to a voluntary offer of such service by a Transmission Owner.

(i) Any retail customer taking unbundled transmission service pursuant to a state requirement that
the Transmission Provider or a Transmission Owner offer the transmission service, or

pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer
under the Tariff. As used inPart V1, Eligible Customer shall mean only those Eligible

Customers that have submitted a Completed Application.

1.11.01 Emergency Condition:

A condition or situation (i) that in the judgment of any Interconnection Party is imminently likely
to endanger life or property; or (ii) that in the judgment of the Interconnected Transmission
Owner or Transmission Provider is imminently likely (as determined in a non-discriminatory
manner) to cause a material adverse effect on the security of, or damage to, the Transmission
System, the Interconnection Facilities, or the transmission systems or distribution systems to
which the Transmission System is directly or indirectly connected; or (iii) that in the judgment of
Interconnection Customer is imminently likely (as determined in a non-discriminatory manner)
to cause damage to the Customer Facility or to the Customer Interconnection Facilities. System
restoration and black start shall be considered Emergency Conditions, provided that a Generation
Interconnection Customer is not obligated by an Interconnection Service Agreement to possess
black start capability. Any condition or situation that results from lack of sufficient generating
capacity to meet load requirements or that results solely from economic conditions shall not
constitute an Emergency Condition, unless one or more of the enumerated conditions or
situations identified in this definition also exists.
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1.11A Energy Resource:
A generating facility that is not a Capacity Resource.
1.11A.01 Energy Settlement Area:

The bus or distribution of busses that represents the physical location of Network Load and by
which the obligations of the Network Customer to PJM are settled.

1.11B Energy Transmission Injection Rights:

The rights to schedule energy deliveries at a specified point on the Transmission System. Energy
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility
that connects the Transmission System to another control area. Deliveries scheduled using
Energy Transmission Injection Rights have rights similar to those under Non-Firm Point-to-Point
Transmission Service.

1.11C Environmental Laws:

Applicable Laws or Regulations relating to pollution or protection of the environment, natural
resources or human health and safety.

1.12  Facilities Study:

An engineering study conducted by the Transmission Provider (in coordination with the affected
Transmission Owner(s)) to determine the required modifications to the Transmission Provider’s
Transmission System, including the cost and scheduled completion date for such modifications,
that will be required to provide the requested transmission service or to accommodate an
Interconnection Request or Upgrade Request. As used in the Interconnection Service Agreement
or Construction Service Agreement, Facilities Study shall mean that certain Facilities Study
conducted by Transmission Provider (or at its direction) to determine the design and

specification of the Interconnection Facilities necessary to accommodate the New Service
Customer’s New Service Request in accordance with Section 207 of Part VI ofthe Tariff.

1.12A Federal Power Act:

The Federal Power Act, as amended, 16 U.S.C. 8§ 7914, et seq.
1.12B FERC:

The Federal Energy Regulatory Commission or its successor.
1.13  Firm Point-To-Point Transmission Service:

Transmission Service under this Tariff that is reserved and/or scheduled between specified Points of
Receipt and Delivery pursuant to Part Il of this Tariff.
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1.13A Firm Transmission Withdrawal Rights:

The rights to schedule energy and capacity withdrawals from a Point of Interconnection (as
defined in Section 1.33A) of a Merchant Transmission Facility with the Transmission System.
Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C. Transmission
Facility that connects the Transmission System with another control area. Withdrawals scheduled
using Firm Transmission Withdrawal Rights have rights similar to those under Firm Point-to-
Point Transmission Service.

1.13A.01 Force Majeure:

Any cause beyond the control of the affected Interconnection Party or Construction Party,
including but not restricted to, acts of God, flood, drought, earthquake, storm, fire, lightning,
epidemic, war, riot, civil disturbance or disobedience, labor dispute, labor or material shortage,
sabotage, acts of public enemy, explosions, orders, regulations or restrictions imposed by
governmental, military, or lawfully established civilian authorities, which, in any of the
foregoing cases, by exercise of due diligence such party could not reasonably have been

expected to avoid, and which, by the exercise of due diligence, it has been unable to overcome. Force
Majeure does not include (i) a failure of performance that is due to an affected party’s own
negligence or intentional wrongdoing; (ii) any removable or remediable causes (other than
settlement of a strike or labor dispute) which an affected party fails to remove or remedy within a
reasonable time; or (iii) economic hardship of an affected party.
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36.1 General:

Generation Interconnection Requests and Transmission Interconnection Requests shall be
governed by this Section 36.

36.1.01 Generation Interconnection Request:

Except as otherwise provided in this Subpart A with respect to Behind The Meter Generation, an
Interconnection Customer that seeks to interconnect new generation in, or to increase the
capacity of generation already interconnected in, the PJM Region shall submit to the
Transmission Provider a Generation Interconnection Request. A Generation Interconnection
Request shall include: (i) the location of the proposed generating unit site or existing generating
unit; (ii) evidence of an ownership interest in, or right to acquire or control the generating unit
site, such as a deed, option agreement, lease, or other similar document acceptable to the
Transmission Provider; (iii) the size of the proposed generating unit or the amount of increase in
capacity of an existing generating unit; (iv) a description of the equipment configuration and if
the generating unit is a wind generation facility, a set of preliminary electrical design
specifications depicting the wind plant as a single equivalent generator; (Vv) the planned date the
proposed generating unit or increase in capacity of an existing generating unit will be in service,
such date to be no more than seven years from the date the request is received by the
Transmission Provider unless the Generation Interconnection Customer demonstrates that
engineering, permitting, and construction of the generating unit or increase in capacity will take
more than seven years; and (vi) any additional information as may be prescribed by the
Transmission Provider in the PIM Manuals; (vii) an executed Generation Interconnection
Feasibility Study Agreement, a form of which is contained in Attachment N, pursuant to which
the Generation Interconnection Customer agrees to reimburse the Transmission Provider for the
cost of the Generation Interconnection Feasibility Study; (viii) an initial deposit of $100 for each
MW requested if the Generation Interconnection Request is received in the first calendar month
of the current New Services Queue; an initial deposit in the amount of $150 for each MW
requested if the Generation Interconnection Request is received in the second calendar month of
the current New Services Queue; or an initial deposit in the amount of $200 for each MW
requested, if the Generation Interconnection Request is received in the third calendar month of
the current New Services Queue; provided, however, that the maximum initial deposit for a
Generation Interconnection Request will be $100,000 regardless of both the size and timing of
such request; and (ix) a base non-refundable deposit of $10,000, if the Generation
Interconnection Request is received in the first calendar month of the current New Services
Queue; a base non-refundable deposit of $20,000 if the Generation Interconnection Request is
received in the second calendar month of the current New Services Queue; or a base non-
refundable deposit of $30,000, if the Generation Interconnection Request is received in the third
calendar month of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Generation Interconnection
Customer's cost responsibility for the Generation Interconnection Feasibility Study. Upon
completion of the Feasibility Study, the Transmission Provider will return any unused refundable
deposit monies to Interconnection Customer. Any remaining non-refundable deposit monies will
be credited toward the Interconnection Customer’s cost responsibility for any other studies
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conducted for that Interconnection Request under Part VI of the Tariff, which will be applied
prior to the deposit monies collected for that other study. Ifany non-refundable deposit monies
remain after all studies are complete, such monies will be returned to a Generation
Interconnection Customer upon Initial Operation, or to a Transmission Interconnection Customer
upon energization of completed facilities as provided in Attachment GG, Appendix Il1, Section
20 of the Tariff. The Transmission Provider shall maintain on the Transmission Provider's
website a list of all Generation Interconnection Requests that identifies (A) the proposed
maximum summer and winter megawatt electrical output; (B) the location of the generation by
county and state; (C) the station or transmission line or lines where the interconnection will be
made; (D) the facility’s projected date of Initial Operation; (E) the status ofthe Generation
Interconnection Request, including its Queue Position; (F) the type of Generation
Interconnection Service requested; (G) the availability of any studies related to the
Interconnection Request; (H) the date of the Generation Interconnection Request; (I) the type of
Generating Facility to be constructed (combined cycle, base load or combustion turbine and fuel
type); and (J) for each Generation Interconnection Request that has not resulted in a completed
interconnection, an explanation of why it was not completed. This list will not disclose the
identity of the Generation Interconnection Customer, except as otherwise provided in Part 1V of
the Tariff. The listand the priority of Generation Interconnection Requests shall be included on
the website as part of the New Services Queue.

36.1.02 Generation Interconnection Requests of 20 Megawatts or Less:

The Transmission Provider has developed streamlined processes for Generation Interconnection
Requests involving new generation resources of 20 MW or less and increases in the capacity ofa
generating unit by 20 MW or less over any consecutive 24-month period. The processes for
Generation Interconnection Requests involving increases in capacity by 20 MW or less are set forth
in Subpart G of Part IV of the Tariff and the PJM Manuals.

36.1.03 Transmission Interconnection Request:

An Interconnection Customer that seeks to interconnect or add Merchant Transmission Facilities
to the Transmission System, or to increase the capacity of existing Merchant Transmission
Facilities interconnected with the Transmission System, or to advance the construction of any
transmission enhancement or expansion other than Merchant Transmission Facilities that is
included in the Regional Transmission Expansion Plan prepared pursuant to Schedule 6 of the
Operating Agreement, shall submit to the Transmission Provider a Transmission Interconnection
Request. A Transmission Interconnection Request shall include: (i) the location of the proposed
Merchant Transmission

Facilities and of the substation(s) or other location(s) where the Transmission Interconnection
Customer proposes to interconnect or add its Merchant Transmission Facilities to the
Transmission System; (ii) a description of the proposed Merchant Transmission Facilities;

(iii) the nominal capability or increase in capability (in megawatts) of the proposed Merchant
Transmission Facilities or planned increase in the capability of the existing facilities on which
any proposed Merchant Network Upgrades would be installed; (iv) the planned date the
proposed Merchant Transmission Facilities will be in service, such date to be no more than seven
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years from the date the request is received by the Transmission Provider, unless the
Transmission Interconnection Customer demonstrates that engineering, permitting, and
construction of the Merchant Transmission Facilities will take more than seven years; (V) if the
request relates to proposed Merchant D.C. Transmission Facilities and/or Controllable A.C.
Merchant Transmission Facilities that will interconnect with the Transmission System and with
another control area outside the PJM Region, the Transmission Interconnection Customer’s
election to receive either (a) Transmission Injection Rights and/or Transmission Withdrawal
Rights, or (b) Incremental Deliverability Rights, Incremental Auction Revenue Rights,
Incremental Capacity Transfer Rights, and Incremental Available Transfer Capability Revenue
Rights, associated with the capability of the proposed Merchant D.C. Transmission Facilities
and/or Controllable A.C. Merchant Transmission Facilities; (vi) if the Transmission
Interconnection Customer will be eligible to receive Incremental Deliverability Rights under
Section 235 of the Tariff, identification of the point on the Transmission System where the
Transmission Interconnection Customer wishes to receive Incremental Deliverability Rights
created by the construction or installation of its proposed Merchant Transmission Facilities;
(vii) any additional information as may be prescribed by the Transmission Provider in the PJM
Manuals; (viii) an executed Transmission Interconnection Feasibility Study Agreement, a form
of which is contained in Attachment S, pursuant to which the Transmission Interconnection
Customer agrees to reimburse the Transmission Provider for the cost of the Transmission
Interconnection Feasibility Study; and (ix) an initial deposit in the amount of $100 for each MW
requested if the Transmission Interconnection Request is received in the first calendar month of
the current New Services Queue; an initial deposit in the amount of $150 for each MW requested
if the Transmission Interconnection Request is received within the second calendar month of the
current New Services Queug; or an initial deposit in the amount of $200 for each MW requested,
if the Transmission Interconnection Request is received within the third calendar month of the
current New Services Queue; provided, however, that the maximum initial deposit for a
Transmission Interconnection Request will be $100,000 regardless of both size and timing of
such request; and (X) a base non-refundable deposit in the amount of $10,000, if the
Transmission Interconnection Request is received within the first calendar month of the date of
the beginning of the current New Services Queue; a base non-refundable deposit in the amount
of $20,000 if the Transmission Interconnection Request is received within the second calendar
month of the current New Services Queue; or a base non-refundable deposit in the amount of
$30,000, if the Transmission Interconnection Request is received within the third calendar month
of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Transmission
Interconnection Customer’s cost responsibility for the Transmission Interconnection Feasibility
Study and other studies conducted under Part IV or Part VI of the Tariff. The Transmission
Provider shall maintain on the Transmission Provider's OASIS a list of all Transmission
Interconnection Requests that identifies (A) in megawatts the potential nominal capability or
increase in capability; (B) the location of the Merchant Transmission Facilities by county and
state; (C) the station or transmission line or lines where the interconnection will be made; (D) the
facility’s projected date of Initial Operation; (E) the status ofthe Transmission Interconnection
Request, including its Queue Position; (F) the availability of any studies related to the
Interconnection Request; (G) the date of the Transmission Interconnection Request; (H) the type
of Merchant Transmission Facilities to be constructed; and (I) for each Transmission
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Interconnection Request that has not resulted in a completed interconnection, an explanation of why
it was not completed. This list will not disclose the identity of the Transmission

Interconnection Customer, except as otherwise provided in Part IV or Part VI of the Tariff. The list
and the priority of Transmission Interconnection Requests shall be included on the OASIS as a part
of the New Services Queue.

Within 30 days of submitting its Interconnection Request, Transmission Interco nnection

Customer shall provide evidence that it has submitted a valid interconnection request with the
adjacent Control Area(s) in which it is interconnecting, if applicable. Transmission

Interconnection Customer shall maintain its queue position(s) with such adjacent Control Area(s)
throughout the entire PJM interconnection process.

36.1.1 Interconnection Services for Generation:

Generation Interconnection Customers may request either of two forms of Interconnection
Service, i.e., interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the generator to participate in the PJM Interchange Energy Market
pursuant to the PJM Operating Agreement. Capacity Resource status allows the generator to
participate inthe PJM Interchange Energy Market to be utilized by load-serving entities in the
PJM Region to meet capacity obligations imposed under the Reliability Assurance Agreement
and/or to be designated as a Network Resource under Part I1l. Capacity Resources also may
participate in Reliability Pricing Model Auctions and in Ancillary Services markets pursuant to
the PJM Tariff or the Operating Agreement. Capacity Resource status is based on providing
sufficient transmission capability to ensure deliverability of generator output to the aggregate
PJM Network Load and to satisfy various contingency criteria established by the Applicable
Regional Reliability Council in which the generator is located. Specific tests performed during
the Generation Interconnection Feasibility Study and later System Impact Study will identify
those upgrades required to satisfy the contingency criteria applicable at the generator’s location.

Consistent with Section 1.7.4(i) of Schedule 1 to the Operating Agreement, to the extent its
generating facility is dispatchable, an Interconnection Customer shall submit an Economic
Minimum in the real-time market that is no greater than the higher of its physical operating
minimum or its Capacity Interconnection Rights.

36.1.2 No Applicability to Trans mission Service:

Nothing in this Part IV shall constitute a request for transmission service, or confer upon an
Interconnection Customer any right to receive transmission service, under Part Il or Part I11.

36.1.3 Acknowledgement of Interconnection Request:
The Transmission Provider shall acknowledge receipt of the Interconnection Request
(electronically when available to all parties, otherwise written) within five (5) business days after

receipt of the request and shall attach a copy of the received Interconnection Request to the
acknowledgement.
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36.1.4 Deficiencies in Interconnection Request:

An Interconnection Request will not be considered a valid request if Interconnection Customer
has failed to pay any outstanding invoices related to prior Interconnection Requests by the
Interconnection Customer and until all information required under Section 36.1 has been
received by the Transmission Provider. Ifan Interconnection Request fails to meet the
requirements set forth in Section 36.1 or is in arrears as described above, the Transmission
Provider shall so notify the Interconnection Customer (electronically when available to all
parties, otherwise written) within five (5) business days of receipt of the initial Interconnection
Request. Such notice shall explain that the Interconnection Req uest does not constitute a valid
request and the reasons for such failure to meet the applicable requirements. Interconnection
Customer shall provide the additional information that Transmission Provider’s notice identifies
as needed to constitute a valid request and shall make any payments on any outstanding invoices
within ten (10) business days after receipt of such notice. Upon timely correction of the
deficiency, the Interconnection Request shall be assigned a Queue Position under Section 201 as
of the date that Transmission Provider first received the request. In the event the Interconnection
Customer fails to provide the further information and make payments on any outstanding
invoices required by Transmission Provider’s deficiency notice under this Section 36.1.4, its
Interconnection Request shall be deemed to be terminated and withdrawn.

36.1.5 Scoping Meeting:

Transmission Provider shall provide each Interconnection Customer with an opportunity for a
scoping meeting among the Transmission Provider, the prospective Interconnected Transmission
Owner and the Interconnection Customer. The purpose of the scoping meeting will be to identify
one alternative Point(s) of Interconnection and configurations to evaluate in the Interconnection
Studies and to attempt to select the best alternatives in a reasonable fashion given resources and
information available. The Interconnection Customer may select a maximum of two Point(s) of
Interconnection to be studied during the Interconnection Feasibility Study, a primary and

secondary Point of Interconnection may be selected by the Interconnection Customer. After

receipt ofa valid Interconnection Request, Transmission Provider shall offer to arrange, within
seven business days, for the scoping meeting, and shall provide a minimum of three suggested
meeting dates and times for the scoping meeting. The scoping meeting shall be held, or waived

by mutual agreement of the parties within 45 days after receipt of a valid Interconnection

Request, if the Interconnection Request is received in the first calendar month of the current New
Services Queue; or within 30 days if the Interconnection Request is received within the second
calendar month of the current New Services Queue; or in 20 days if the Interconnection Request

is received in the third calendar month of the date of the beginning of the current New Services
Queue. The Interconnection Customer may choose to divide the scoping meeting into two

sessions, one between the Transmission Provider and Interconnection Customer and one among
Transmission Provider, the Interconnection Customer and the prospective Interconnected
Transmission Owner. Such meetings may be held consecutively on the same day. Scoping
meetings may be held in person or by telephone or video conference. In the event the
Interconnection Customer fails to waive or complete the scoping meeting requirement, its
Interconnection Request shall be deemed to be terminated and withdrawn.
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36.1.6 Coordination with Affected Systems:

The Transmission Provider will coordinate with Affected System Operators the conduct of any
required studies in accordance with Section 202.

36.1.7 Base Case Data:

Transmission Provider shall provide Interconnection Customer with base power flow, short
circuit and stability databases, including all underlying assumptions, and contingency list upon
request and subject to the confidentiality provisions of Section 223 of the Tariff. Transmission
Provider may require Interconnection Customer to sign a confidentiality agreement before the
release of commercially sensitive information or Critical Energy Infrastructure Information in
the Base Case data. Such databases and lists, hereinafter referred to as Base Cases, shall include
all (1) generation projects and (ii) transmission projects, including merchant transmission
projects, that are included in the then-current, approved Regional Transmission Expansion Plan.
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1.3 Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1A.01 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which

action on behalf of itself or one or more other Members or non-Members, participates in the PJM
Interchange Energy Market by causing a reduction in demand.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,

which is the effect on transmission congestion costs (whether positive or negative) associated

with increasing the output of a generation resource or decreasing the consumption by a Demand

Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.
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“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty-minute reserve

requirement for the PJIM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for estab lishing reliability requirements for the PJIM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PIM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.
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1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.3.1E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,

calculated and transmitted continuously and dynamically to direct the output level of all

generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market

through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum’” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch.

1.3.3 External Market Buyer.

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJIM Region, or for load in the
PJM Region that is not served by Network Transmission Service.
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1.3.4 External Resource.

“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.
“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform necessary repairs on specific components of the

facility, if removal of the facility meets the guidelines specified in the PJM Manuals.

1.3.9 Generator Planned Outage.
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“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of
a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJIM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PIJM.

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component ofthe Locational Marginal Price, which is the effect on
transmission loss costs (whether positive or negative) associated with increasing the output of a
generation resource or decreasing the consumption by a Demand Resource based on the effect of
increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.

Page 5



Intra-PJM Tariffs

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJM Region.

1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output ofa generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJIM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the O ffice of'the
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical

power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is i effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.
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“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part 11l of the PJIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new reso urce, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJIM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office of the Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJM Interchange Energy Market or the operation of the PJM Region.

1.3.21A On-Site Generators.

“On-Site Generators™ shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.

1.3.23 Operating M argin.

“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
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contingency in the PJIM Region resulting from operations in an interconnected Control Area.
Such adjustments may result in constraints causing Transmission Congestion Charges, or may
result in Ancillary Services charges pursuant to the PJM Tariff.

1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.

1.3.28 PJM Open Access Same-time Information System.

“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the
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PJM Region, established and operated by the Office of the Interconnection in accordance with
FERC standards and requirements.

1.3.28A Planning Period Quarter.

“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or, March, April and May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part 1l of the PIM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

1.3.30B.01 Real-time System Energy Price.
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“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of'the Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability of'a specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2 (h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [RESERVED]

1.3.31B [RESERVED]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM

Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.
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1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01 Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02 Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled, to provide
Synchronized Reserve within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-schedule Synchronized Reserve capability.

1.3.33B.03 System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,

which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.
1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Trans mission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of

energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
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transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Trans mission Congestion Credit.

“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJIM Region.

1.3.37C Transmission Loss Charge.

“Transmision Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
froma generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.

“Transmission Planned Outage™ shall mean any transmission outage scheduled in advance for a

pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PJM Manuals.
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1.3.39 Zonal Base Load.

“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an
annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.

Page 13



Intra-PJM Tariffs

1.7 General.
1.7.1 Market Sellers.

Only Market Sellers shall be eligible to submit offers to the Office of the Interconnection for the sale
of electric energy or related services in the PJIM Interchange Energy Market. Market Sellers shall
comply with the prices, terms, and operating characteristics of all Offer Data submitted to and
accepted by the PJIM Interchange Energy Market.

1.7.2 Market Buyers.

Only Market Buyers shall be eligible to purchase energy or related services in the PJIM
Interchange Energy Market. Market Buyers shall comply with all requirements for making
purchases from the PJM Interchange Energy Market.

1.7.2A Economic Load Response Participants.

Only Economic Load Response Participants shall be eligible to participate in the Real-time
Energy Market and the Day-ahead Energy Market by submitting offers to the Office of the
Interconnection to reduce demand.

1.7.3 Agents.

A Market Participant may participate in the PJM Interchange Energy Market through an agent,
provided that the Market Participant informs the Office of the Interconnection in advance in
writing of the appointment of such agent. A Market Participant participating in the PJIM
Interchange Energy Market through an agent shall be bound by all of the acts or representations of
such agent with respect to transactions in the PJM Interchange Energy Market, and shall ensure
that any such agent complies with the requirements of this Agreement.

1.7.4 General Obligations of the Market Participants.

(@  Inperforming its obligations to the Office of the Interconnection hereunder, each
Market Participant shall at all times (i) follow Good Utility Practice, (ii) comply with all
applicable laws and regulations, (iii) comply with the applicable principles, guidelines, standards
and requirements of FERC, NERC and Applicable Regional Reliability Councils, (iv) comply
with the procedures established for operation of the PJM Interchange Energy Market and PIM
Region and (v) cooperate with the Office of the Interconnection as necessary for the operation of
the PJM Region in a safe, reliable manner consistent with Good Utility Practice.

(b)  Market Participants shall undertake all operations in or affecting the PJIM
Interchange Energy Market and the PJIM Region including but not limited to compliance with all
Emergency procedures, in accordance with the power and authority of the Office of the
Interconnection with respect to the operation of the PJM Interchange Energy Market and the
PJM Region as established in this Agreement, and as specified in the Schedules to this
Agreement and the PJM Manuals. Failure to comply with the foregoing operational
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requirements shall subject a Market Participant to such reasonable charges or other remedies or
sanctions for non-compliance as may be established by the PJM Board, including legal or
regulatory proceedings as authorized by the PJM Board to enforce the obligations of this
Agreement.

(c)  The Office of the Interconnection may establish such committees with a
representative of each Market Participant, and the Market Participants agree to provide
appropriately qualified personnel for such committees, as may be necessary for the Office of the
Interconnection to perform its obligations hereunder.

(d)  All Market Participants shall provide to the Office of the Interconnection the
scheduling and other information specified in the Schedules to this Agreement, and such other
information as the Office of the Interconnection may reasonably require for the reliable and
efficient operation of the PJIM Region and PJM Interchange Energy Market, and for compliance
with applicable regulatory requirements for posting market and related information. Such
information shall be provided as much in advance as possible, but in no event later than the
deadlines established by the Schedules to this Agreement, or by the Office of the Interconnection
in conformance with such Schedules. Such information shall include, but not be limited to,
maintenance and other anticipated outages of generation or transmission facilities, scheduling
and related information on bilateral transactions and self-scheduled resources, and
implementation of active load management, interruption of load, and other load reduction
measures. The Office of the Interconnection shall abide by appropriate requirements for the non-
disclosure and protection of any confidential or proprietary information given to the Office of the
Interconnection by a Market Participant. Each Market Participant shall maintain or cause to be
maintained compatible information and communications systems, as specified by the Office of
the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive
information to the Office of the Interconnection in a timely manner.

(e)  Subject to the requirements for Economic Load Response Participants in section
1.5A above, each Market Participant shall install and operate, or shall otherwise arrange for,
metering and related equipment capable of recording and transmitting all voice and data
communications reasonably necessary for the Office of the Interconnection to perform the
services specified in this Agreement. A Market Participant that elects to be separately billed for its
PJM Interchange shall, to the extent necessary, be individually metered in accordance with Section
14 of this Agreement, or shall agree upon an allocation of PJM Interchange between it and the
Market Participant through whose meters the unmetered Market Participant’s PJM
Interchange is delivered. The Office of the Interconnection shall be notified of the allocation by the
foregoing Market Participants.

® Each Market Participant shall operate, or shall cause to be operated, any
generating resources owned or controlled by such Market Participant that are within the PJIM

Region or otherwise supplying energy to or through the PJM Region ina manner that is
consistent with the standards, requirements or directions of the Office of the Interconnection and
that will permit the Office of the Interconnection to perform its obligations under this
Agreement; provided, however, no Market Participant shall be required to take any action that is
inconsistent with Good Utility Practice or applicable law.
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(@  Each Market Participant shall follow the directions of the Office of the
Interconnection to take actions to prevent, manage, alleviate or end an Emergency in a manner
consistent with this Agreement and the procedures of the PJM Region as specified in the PIM
Manuals.

()  Each Market Participant shall obtain and maintain all permits, licenses or
approvals required for the Market Participant to participate in the PJIM Interchange Energy
Market in the manner contemplated by this Agreement.

0] Consistent with Section 36.1.1 of the PIJM Tariff, to the extent its generating facility
is dispatchable, a Market Participant shall submit an Economic Minimum in the Realtime Energy
Market that is no greater than the higher of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PIM Tariff, associated with such generating
facility under its Interconnection Service Agreement under Attachment O of the PJM Tariffor a
wholesale market participation agree ment.

1.7.5 Market Operations Center.

Each Market Participant shall maintain a Market Operations Center, or shall make appropriate
arrangements for the performance of such services on its behalf. A Market Operations Center
shall meet the performance, equipment, communications, staffing and training standards and
requirements specified in this Agreement for the scheduling and completion of transactions in

the PJM Interchange Energy Market and the maintenance of the reliable operation of the PJIM
Region, and shall be sufficient to enable (i) a Market Seller or an Economic Load Response
Participant to performall terms and conditions of its offers to the PJM Interchange Energy
Market, and (ii) a Market Buyer or an Economic Load Response Participant to conform to the
requirements for purchasing from the PJM Interchange Energy Market.

1.7.6 Scheduling and Dispatching.

(@  The Office of the Interconnection shall schedule and dispatch in real-time
generation resources and/or Demand Resources economically on the basis of least-cost, security-
constrained dispatch and the prices and operating characteristics offered by Market Sellers,
continuing until sufficient generation resources and/or Demand Resources are dispatched to
serve the PJM Interchange Energy Market energy purchase requirements under normal system
conditions of the Market Buyers, as well as the requirements of the PJM Region for ancillary
services provided by generation resources and/or Demand Resources, in accordance with this
Agreement. Such scheduling and dispatch shall recognize transmission constraints on
coordinated flowgates external to the Transmission System in accordance with Appendix A to
the Joint Operating Agreement between the Midwest Independent Transmission System
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38) and on other
such flowgates that are coordinated in accordance with agreements between the LLC and other
entities. Scheduling and dispatch shall be conducted in accordance with this Agreement.
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(b)  The Office of the Interconnection shall undertake to identify any conflict or
incompatibility between the scheduling or other deadlines or specifications applicable to the PJIM
Interchange Energy Market, and any relevant procedures of another Control Area, or any tariff
(including the PIJM Tariff). Upon determining that any such conflict or incompatibility exists, the
Office of the Interconnection shall propose tariff or procedural changes, and undertake such other
efforts as may be appropriate, to resolve any such conflict or incompatibility.

(c)  To protect its generation or distribution facilities, or local Transmission Facilities
not under the monitoring responsibility and dispatch control of the Office of the Interconnection,
an entity may request that the Office of the Interconnection schedule and dispatch generation or
reductions in demand to meet a limit on Transmission Facilities different from that which the
Office of the Interconnection has determined to be required for reliable operation of the
Transmission System. To the extent consistent with its other obligations under this Agreement,
the Office of the Interconnection shall schedule and dispatch generation and reductions in
demand in accordance with such request. An entity that makes a request pursuant to this section
1.7.6(c) shall be responsible for all generation and other costs resulting from its request that
would not have been incurred by operating the Transmission System and scheduling and
dispatching generation in the manner that the Office of the Interconnection otherwise has
determined to be required for reliable operation of the Transmission System.

1.7.7 Pricing.

The price paid for energy bought and sold in the PJM Interchange Energy Market and for
demand reductions will reflect the hourly Locational Marginal Price at each load and generation
bus, determined by the Office of the Interconnection in accordance with this Agreement.
Transmission Congestion Charges and Transmission Loss Charges, which shall be determined by
differences in Congestion Prices and Loss Prices inan hour, shall be calculated and collected,
and the revenues therefrom shall be disbursed, by the Office of the Interconnection in accordance
with this Schedule.

1.7.8 Generating Market Buyer Resources.

A Generating Market Buyer may elect to self-schedule its generation resources up to that
Generating Market Buyer’s Equivalent Load, in accordance with and subject to the procedures
specified in this Schedule, and the accounting and billing requirements specified in Section 3 to
this Schedule.

1.7.9 Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a bus or
busses at the electrical boundaries of the PJIM Region specified by the Office of the
Interconnection, or to load in such area that is not served by Network Transmission Service, using
Point-to-Point Transmission Service paid for by the External Market Buyer. Further delivery of
such energy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.
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(@  Bilateral Transactions.

0] In addition to transactions in the PJM Interchange Energy Market, Market
Participants may enter into bilateral contracts for the purchase or sale of electric energy to or
from each other or any other entity, subject to the obligations of Market Participants to make
Generation Capacity Resources available for dispatch by the Office of the
Interconnection. Such bilateral contracts shall be for the physical transfer of energy to or
from a Market Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating to
its eSchedules and Enhanced Energy Scheduler tools.

(i) For purposes of clarity, with respect to all bilateral contracts for the
physical transfer of energy to a Market Participant inside the PJM Region, title to the
energy that is the subject of the bilateral contract shall pass to the buyer at the source
specified for the bilateral contract, and the further transmission of the energy or further
sale of the energy into the Interchange Energy Market shall be transacted by the buyer
under the bilateral contract. With respect to all bilateral contracts for the physical
transfer of energy to an entity outside the PJM Region, title to the energy shall pass to the
buyer at the border of the PJM Region and shall be delivered to the border using
transmission service. In no event shall the purchase and sale of energy between Market
Participants under a bilateral contract constitute a transaction in the PJM Interchange
Energy Market.

(@iif)  Market Participants that are parties to bilateral contracts for the purchase and
sale and physical transfer of energy reported to and coordinated with the Office of
the Interconnection under this Schedule shall use all reasonable efforts, consistent with
Good Utility Practice, to limit the megawatt hours of such reported transactions to
amounts reflecting the expected load and other physical delivery obligations of the buyer
under the bilateral contract.

(iv)  Allpayments and related charges for the energy associated with a bilateral
contract shall be arranged between the parties to the bilateral contract and shall not be billed
or settled by the Office of the Interconnection. Neither the LLC nor the Members will
assume financial responsibility for the failure of a party to perform obligations owed to the
other party under a bilateral contract reported and coordinated with the Office of the
Interconnection under this Schedule.

(V) A buyer under a bilateral contract shall guarantee and indemnify the LLC
and the Members for the costs of any Spot Market Backup used to meet the bilateral
contract seller’s obligation to deliver energy under the bilateral contract and for which
payment is not made to the LLC by the seller under the bilateral contract, as determined
by the Office of the Interconnection. Upon any default in obligations to the LLC by a
Market Participant, the Office of the Interconnection shall (i) not accept any new
eSchedules or Enhanced Energy Scheduler reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s eSchedules and Enhanced Energy Schedules
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associated with its bilateral contracts previously reported to the Office of the
Interconnection for all days where delivery has not yet occurred. All claims regarding a
buyer’s default to a seller under a bilateral contract shall be resolved solely between the
buyer and the seller. Insuch circumstances, the seller may instruct the Office of the
Interconnection to terminate all of the eSchedules and Enhanced Energy Schedules
associated with bilateral contracts between buyer and seller previously reported to the
Office of the Interconnection. The Office of the Interconnection shall assign its claims
against a seller with respect to a seller’s nonpayment for Spot Market Backup to a buyer to
the extent that the buyer has made an indemnification payment to the Office of the
Interconnection with respect to the seller’s nonpayment.

(vip  Bilateral contracts that do not contemplate the physical transfer of energy to
or from a Market Participant are not subject to this Schedule, shall not be reported to and
coordinated with the Office of the Interconnection, and shall not in any way
constitute a transaction in the PJM Interchange Energy Market.

(b)  Market Participants shall have Spot Market Backup with respect to all bilateral
transactions that contemplate the physical transfer of energy to or from a Market Participant, that are
not dynamically scheduled pursuant to Section 1.12 and that are curtailed or interrupted for any
reason (except for curtailments or interruptions through active load management for load
located within the PJM Region).

(c)  To the extent the Office of the Interconnection dispatches a Generating Market
Buyer’s generation resources, such Generating Market Buyer may elect to net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed
a buyer fromthe PJM Interchange Energy Market to the extent of its PJM Interchange Imports,
and shall be deemed a seller to the PJM Interchange Energy Market to the extent of its PJM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation facility in
accordance with the following provisions:

0] A Market Seller may self-supply Station Power for its generation facility
during any month (1) when the net output of such facility is positive, or (2) when the net
output of such facility is negative and the Market Seller during the same month has
available at other of its generation facilities positive net output in an amount at least
sufficient to offset fully such negative net output. For purposes of this subsection (d),
“net output” ofa generation facility during any month means the facility’s gross energy
output, less the Station Power requirements of such facility, during that month. The
determination ofa generation facility’s or a Market Seller’s monthly net output under this
subsection (d) will apply only to determine whether the Market Seller self-supplied
Station Power during the month and will not affect the price of energy sold or consumed
by the Market Seller at any bus during any hour during the month. For each hour when a
Market Seller has positive net output and delivers energy into the Transmission System, it
will be paid the LMP at its bus for that hour for all of the energy delivered. Conversely,
for each hour when a Market Seller has negative net output and has received Station
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Power from the Transmission System, it will pay the LMP at its bus for that hour for all of
the energy consumed.

(i) Transmission Provider will determine the extent to which each affected
Market Seller during the month self-supplied its Station Power requirements or obtained
Station Power from third-party providers (including affiliates) and will incorporate that
determination in its accounting and billing for the month. In the event that a Market
Seller self-supplies Station Power during any month in the manner described in
subsection (1) of subsection (d)(i) above, Market Seller will not use, and will not incur
any charges for, transmission service. Inthe event, and to the extent, that a Market Seller
self-supplies Station Power during any month in the manner described in subsection (2)
of subsection (d)(i) above (hereafter referred to as “remote self-supply of Station
Power”), Market Seller shall use and pay for transmission service for the transmission of
energy in an amount equal to the facility’s negative net output from Market Seller’s
generation facility(ies) having positive net output. Unless the Market Seller makes other
arrangements with Transmission Provider in advance, such transmission service shall be
provided under Part Il of the PJM Tariff and shall be charged the hourly rate under
Schedule 8 of the PIM Tariff for Non-Firm Point-to-Point Transmission Service with an
election to pay congestion charges, provided, however, that no reservation shall be
necessary for such transmission service and the terms and charges under Schedules 1, 1A,
2 through 6, 9 and 10 of the PJM Tariff shall not apply to such service. The amount of
energy that a Market Seller transmits in conjunction with remote self-supply of Station
Power will not be affected by any other sales, purchases, or transmission of capacity or
energy by or for such Market Seller under any other provisions of the PJIM Tariff.

(i) A Market Seller may self-supply Station Power from its generation
facilities located outside of the PJM Region during any month only if such generation
facilities in fact run during such month and Market Seller separately has reserved
transmission service and scheduled delivery of the energy from such resource in advance
into the PJIM Region.

1.7.11 Emergencies.

@ The Office ofthe Interconnection, with the assistance of the Members’
dispatchers as it may request, shall be responsible for monitoring the operation of the PJIM
Region, for declaring the existence of an Emergency, and for directing the operations of Market
Participants as necessary to manage, alleviate or end an Emergency. The standards, policies and
procedures of the Office of the Interconnection for declaring the existence of an Emergency,
including but not limited to a Minimum Generation Emergency, and for managing, alleviating or
ending an Emergency, shall apply to all Members on a non-discriminatory basis. Actions by the
Office of the Interconnection and the Market Participants shall be carried out in accordance with
this Agreement, the NERC Operating Policies, Applicable Regional Reliability Council
reliability principles and standards, Good Utility Practice, and the PJIM Manuals. A declaration
that an Emergency exists or is likely to exist by the Office of the Interconnection shall be binding
on all Market Participants until the Office of the Interconnection announces that the actual or
threatened Emergency no longer exists. Consistent with existing contracts, all Market
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Participants shall comply with all directions from the Office of the Interconnection for the

purpose of managing, alleviating or ending an Emergency. The Market Participants shall

authorize the Office of the Interconnection to purchase or sell energy on their behalf to meet an
Emergency, and otherwise to implement agreements with other Control Areas interconnected with
the PJM Region for the mutual provision of service to meet an Emergency, in accordance with this
Agreement.

(b) To the extent load must be shed to alleviate an Emergency ina Control Zone, the
Office of the Interconnection shall, to the maximum extent practicable, direct the shedding of
load within such Control Zone. The Office of the Interconnection may shed load in one Control
Zone to alleviate an Emergency in another Control Zone under its control only as necessary after
having first shed load to the maximum extent practicable in the Control Zone experiencing the
Emergency and only to the extent that PJIM supports other control areas (not under its control) in
those situations where load shedding would be necessary, such as to prevent isolation of facilities
within the Eastern Interconnection, to prevent voltage collapse, or to restore system frequency
following a system collapse; provided, however, that the Office of the Interconnection may not order
a manual load dump ina Control Zone solely to address capacity deficiencies in another Control
Zone. This section shall be implemented consistent with the North American Electric Reliability
Council and applicable reliability council standards.

1.7.12 Fees and Charges.

Each Market Participant, except for Special Members, shall pay all fees and charges of the

Office of the Interconnection for operation of the PJM Interchange Energy Market as determined by
and allocated to the Market Participant by the Office of the Interconnection in accordance

with Schedule 3.

1.7.13 Relationship to the PJM Region.

The PJM Interchange Energy Market operates within and subject to the requirements for the
operation of the PJIM Region.

1.7.14 PJM M anuals.

The Office of the Interconnection shall be responsible for maintaining, updating, and

promulgating the PJIM Manuals as they relate to the operation of the PJIM Interchange Energy
Market. The PJIM Manuals, as they relate to the operation of the PJM Interchange Energy

Market, shall conformand comply with this Agreement, NERC operating policies, and

Applicable Regional Reliability Council reliability principles, guidelines and standards, and shall be
designed to facilitate administration of an efficient energy market within industry reliability
standards and the physical capabilities of the PJM Region.

1.7.15 Corrective Action.

Consistent with Good Utility Practice, the Office of the Interconnection shall be authorized to
direct or coordinate corrective action, whether or not specified in the PJM Manuals, as necessary
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to alleviate unusual conditions that threaten the integrity or reliability of the PJM Region, or the
regional power system.

1.7.16 Recording.

Subject to the requirements of applicable State or federal law, all voice communications with the
Office of the Interconnection Control Center may be recorded by the Office of the
Interconnection and any Market Participant communicating with the Office ofthe
Interconnection Control Center, and each Market Participant hereby consents to such recording.

1.7.17 Operating Reserves.

(@  The following procedures shall apply to any generation unit subject to the
dispatch of the Office of the Interconnection for which construction commenced before July 9,
1996, or any Demand Resource subject to the dispatch of the Office of the Interconnection.

(b)  The Office of the Interconnection shall schedule to the Operating Reserve and
load-following objectives of the Control Zones of the PJIM Region and the PJM Interchange
Energy Market in scheduling generation resources and/or Demand Resources pursuant to this
Schedule. A table of Operating Reserve objectives for each Control Zone is calculated and
published annually inthe PJIM Manuals. Reserve levels are probabilistically determined based on
the season’s historical load forecasting error and forced outage rates.

()  Nuclear generation resources shall not be eligible for Operating Reserve payments
unless: 1) the Office of the Interconnection directs such resources to reduce output, in which
case, such units shall be compensated in accordance with section 3.2.3(f) of this Schedule; or 2)
the resource submits a request for a risk premium to the Market Monitoring Unit under the
procedures specified in Section 11.B of Attachment M - Appendix. A nuclear generation resource
(1) must submit a risk premium consistent with its agreement under such process, or, (ii) if it has
not agreed with the Market Monitoring Unit on an appropriate risk premium, may submit its own
determination of an appropriate risk premium to the Office of the Interconnection, subject to
acceptance by the Office of the Interconnection, with or without prior approval fromthe
Commission.

1.7.18 Regulation.

(@  Regulationto meet the Regulation objective of each Regulation Zone shall be
supplied from generation resources and/or Demand Resources located within the metered
electrical boundaries of such Regulation Zone. Generating Market Buyers, and Market Sellers
offering Regulation, shall comply with applicable standards and requirements for Regulation
capability and dispatch specified in the PIM Manuals.

(b)  The Office of the Interconnection shall obtain and maintain for each Regulation

Zone an amount of Regulation equal to the Regulation objective for such Regulation Zone as
specified in the PIM Manuals.
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()  The Regulation range of a generation unit or Demand Resource shall be at least
twice the amount of Regulation assigned.

(d) A generation unit capable of automatic energy dispatch that is also providing
Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation
provided. The amount of Regulation provided by a generation unit shall serve to redefine the
Normal Minimum Generation and Normal Maximum Generation energy limits of that generation
unit, in that the amount of Regulation shall be added to the generation unit’s Normal Minimum
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit.

()  Qualified Regulation must satisfy the verification tests described in the PJIM
Manuals.

1.7.19 Ramping.

A generator dispatched by the Office of the Interconnection pursuant to a control signal
appropriate to increase or decrease the generator’s megawatt output level shall be able to change
output at the ramping rate specified in the Offer Data submitted to the Office of the
Interconnection for that generator.

1.7.19A Synchronized Reserve.

(@  Synchronized Reserve shall be supplied from generation resources and/or
Demand Resources located within the metered boundaries of the PJIM Region. Generating
Market Buyers, and Market Sellers offering Synchronized Reserve shall comply with applicable
standards and requirements for Synchronized Reserve capability and dispatch specified in the
PJM Manuals

(b)  The Office of the Interconnection shall obtain and maintain for each
Synchronized Reserve Zone an amount of Synchronized Reserve equal to the Synchronized
Reserve objective for such Synchronized Reserve Zone, as specified in the PIM Manuals.

()  The Synchronized Reserve capability of a generation resource and Demand
Resource shall be the increase in energy output or load reduction achievable by the generation
resource and Demand Resource within a continuous 10-minute period.

(d) A generation unit capable of automatic energy dispatch that also is providing
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation
unit shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in
that the amount of Synchronized Reserve provided shall be subtracted from its Normal
Maximum Generation energy limit.

1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and
Dayahead Scheduling Reserves.
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(@ Inaddition to transactions in the Regulation market, Synchronized Reserve
market, and Day-ahead Scheduling Reserves Market, Market Participants may enter into bilateral
contracts for the purchase or sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves to or from each other or any other entity. Such bilateral contracts shall be
for the physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves to or from a Market Participant and shall be reported to and coordinated with the Office
of the Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating
to its eMarket tools.

(b)  For purposes of clarity, with respect to all bilateral contracts for the physical
transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to a Market
Participant in the PJM Region, title to the product that is the subject of the bilateral contract shall
pass to the buyer at the source specified for the bilateral contract, and any further transactions
associated with such products or further sale of such Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves in the markets for Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves, respectively, shall be transacted by the buyer under the bilateral contract.
In no event shall the purchase and sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves between Market Participants under a bilateral contract constitute a
transaction in PJM’s markets for Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves.

()  Market Participants that are parties to bilateral contracts for the purchase and sale
and physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves
reported to and coordinated with the Office of the Interconnection under this Schedule shall use
all reasonable efforts, consistent with Good Utility Practice, to limit the amounts of such reported
transactions to amounts reflecting the expected requirements for Regulation, Synchronized
Reserve, or Day-ahead Scheduling Reserves of the buyer pursuant to such bilateral contracts.

(d)  Allpayments and related charges for the Regulation, Synchronized Reserve, or
Day-ahead Scheduling Reserves associated with a bilateral contract shall be arranged between
the parties to the bilateral contract and shall not be billed or settled by the Office of the
Interconnection. The LLC and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a bilateral contract
reported and coordinated with the Office of the Interconnection under this Sched ule.

(e)  Abuyer under a bilateral contract shall guarantee and indemnify the LLC and the
Members for the costs of any purchases by the seller under the bilateral contract in the markets
for Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves used to meet the
bilateral contract seller’s obligation to deliver Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves under the bilateral contract and for which payment is not made to the LLC
by the seller under the bilateral contract, as determined by the Office of the Interconnection.
Upon any default in obligations to the LLC by a Market Participant, the Office of the
Interconnection shall (i) not accept any new eMarket reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s reporting of eMarkets schedules associated with its
bilateral contracts previously reported to the Office of the Interconnection for all days where
delivery has not yet occurred. All claims regarding a buyer’s default to a seller under a bilateral
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contract shall be resolved solely between the buyer and the seller. Insuch circumstances, the seller
may instruct the Office of the Interconnection to terminate all of the reported eMarkets schedules
associated with bilateral contracts between buyer and seller previously reported to the Office of the
Interconnection.

® Market Participants shall purchase Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves from PJM’s markets for Regulation, Synchronized Reserve, Day-
ahead Scheduling Reserves, in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason, with
respect to all bilateral transactions that contemplate the physical transfer of Regulation,
Synchronized Reserve, or Day-ahead Scheduling Reserves to or from a Market Participant.

1.7.20 Communication and Operating Re quire ments.

(@  Market Participants. Each Market Participant shall have, or shall arrange to have, its
transactions in the PJM Interchange Energy Market subject to control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the
Office of the Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements of the Market
Participant’s transactions with the PJM Interchange Energy Market, including but not limited to the
following requirements as applicable.

(b)  Market Sellers selling from generation resources and/or Demand Resources
within the PJIM Region shall: report to the Office of the Interconnection sources of energy and
Demand Resources available for operation; supply to the Office of the Interconnection all
applicable Offer Data; report to the Office of the Interconnection generation resources and
Demand Resources that are self-scheduled; with respect to generation resources, report to the
Office of the Interconnection bilateral sales transactions to buyers not within the PJM Region;
confirm to the Office of the Interconnection bilateral sales to Market Buyers within the PJM
Region; respond to the O ffice of the Interconnection’s directives to start, shutdown or change
output levels of generation units, or change scheduled voltages or reactive output levels of
generation units, or reduce load from Demand Resources; continuously maintain all Offer Data
concurrent with on-line operating information; and ensure that, where so equipped, generating
equipment and Demand Resources are operated with control equipment functioning as specified
in the PJIM Manuals.

(© Market Sellers selling from generation resources outside the PJM Region shall:
provide to the Office of the Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services;
respond to Office of the Interconnection directives to schedule delivery or change delivery
schedules; and communicate delivery schedules to the Market Seller’s Control Area.

(d)  Market Participants that are Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: respond to Office of the Interconnection directives for load

management steps; report to the Office of the Interconnection Generation Capacity Resources to
satisfy capacity obligations that are available for pool operation; report to the Office of the
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Interconnection all bilateral purchase transactions; respond to other Office of the Interconnection
directives such as those required during Emergency operation.

(e)  Market Participants that are not Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: provide to the Office of the Interconnection requests to purchase
specified amounts of energy for each hour of the Operating Day during which it intends to
purchase fromthe PJM Interchange Energy Market, along with Dispatch Rate levels above which it
does not desire to purchase; respond to other Office of the Interconnection directives such as those
required during Emergency operation.

® Economic Load Response Participants are responsible for maintaining demand
reduction information, including the amount and price at which demand may be reduced. The
Economic Load Response Participant shall provide this information to the Office of the
Interconnection by posting it on the Load Response Program Registration link of the PIM
website as required by the PJM Manuals. The Economic Load Response Participant shall notify
the Office of the Interconnection of a demand reduction concurrent with, or prior to, the
beginning of such demand reduction in accordance with the PJIM Manuals. In the event that an
Economic Load Response Participant chooses to measure load reductions using a Customer
Baseline Load, the Economic Load Response Participant shall inform the Office of the
Interconnection of a change in its operations or the operations of the end-use customer that
would affect a relevant Customer Baseline Load as required by the PIM Manuals.
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1.3 Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,

which is the effect on transmission congestion costs (whether positive or negative) associated

with increasing the output of a generation resource or decreasing the consumption by a Demand

Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which

action on behalf of itself or one or more other Members or non-Members, participates in the PIM
Interchange Energy Market by causing a reduction in demand.

1.3.1B.03 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.
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“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJIM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PJIM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.
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1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.31E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,

calculated and transmitted continuously and dynamically to direct the output level of all

generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJIM Interchange Energy Market

through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum’” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch

1.3.3 External Market Buyer.

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJM Region, or for load in the
PJM Region that is not served by Network Transmission Service.

1.3.4 External Resource.
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“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Trans mission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.

“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform necessary repairs on specific components of the

facility, if removal of the facility meets the guidelines specified in the PIM Manuals.

1.3.9 Generator Planned Outage.

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of

a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.
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1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point.

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal M arket Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PIM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PIM..

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component ofthe Locational Marginal Price, which is the effect on
transmission loss costs (whether positive or negative) associated with increasing the output of a
generation resource or decreasing the consumption by a Demand Resource based on the effect of
increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJM Region.
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1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output of'a generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the O ffice of'the
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical

power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,

terms and conditions set forth in Part 11l of the PJIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.
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1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office ofthe Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJM Interchange Energy Market or the operation of the PJIM Region.

1.3.21A On-Site Generators.

“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.

1.3.23 Operating Margin.

“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
contingency in the PJIM Region resulting from operations in an interconnected Control Area. Such
adjustments may result in constraints causing Transmission Congestion Charges, or may result in
Ancillary Services charges pursuant to the PJM Tariff.
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1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller froman External Resource; or (d) the hourly net metered
output ofany other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller froman External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.

1.3.28 PJM Open Access Same-time Information System.

“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the PJM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

1.3.28A Planning Period Quarter.
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“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or March, Apriland May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PJIM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office ofthe
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.

“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

1.3.30B.01  Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
ofthe Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.
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“Regulation” shall mean the capability ofa specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2(h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [Reserved.]

1.3.31B [Reserved.]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery ofenergy to, the

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.
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1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01  Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02  Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the O ffice ofthe Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve, within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-scheduled Synchronized Reserve capability.

1.3.33B.03  System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,

which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.
1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Transmission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Transmission Congestion Credit.
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“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage™ shall mean an immediate removal from service ofa transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJIM Region that are
increasing the cost of energy in the PJM Region.

1.3.37C Transmission Loss Charge.

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
froma generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.

“Transmission Planned Outage™ shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages

specified in this Agreement or the PJM Manuals.

1.3.39 Zonal Base Load.

“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an
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annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT I. COMMON SERVICE PROVISIONS - OATT 1.
Definitions - OATT Definitions - E - F

Definitions - E - F
1.10A ECAR:

East Central Area Reliability Council Agreement, a regional reliability council of NERC, or its
successor.

1.10B Economic Minimum:

The lowest incremental MW output level a unit can achieve while following economic dispatch.

1.11  Eligible Customer:

(1) Any electric utility (including any Transmission Owner and any power marketer), Federal
power marketing agency, or any person generating electric energy for sale for resale is an
Eligible Customer under the Tariff. Electric energy sold or produced by such entity may be
electric energy produced in the United States, Canada or Mexico. However, with respect to
transmission service that the Commission is prohibited from ordering by Section 212(h) of the
Federal Power Act, such entity is eligible only if the service is provided pursuant to a state
requirement that the Transmission Provider or Transmission Owner offer the unbundled
transmission service, or pursuant to a voluntary offer of such service by a Transmission Owner.

(1)) Any retail customer taking unbundled transmission service pursuant to a state requirement that
the Transmission Provider or a Transmission Owner offer the transmission service, or

pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer
under the Tariff. As used inPart V1, Eligible Customer shall mean only those Eligible

Customers that have submitted a Completed Application.

1.11.01 Emergency Condition:

A condition or situation (i) that in the judgment of any Interconnection Party is imminently likely
to endanger life or property; or (ii) that in the judgment of the Interconnected Transmission
Owner or Transmission Provider is imminently likely (as determined ina non-discriminatory
manner) to cause a material adverse effect on the security of, or damage to, the Transmission
System, the Interconnection Facilities, or the transmission systems or distribution systems to
which the Transmission System is directly or indirectly connected; or (iii) that in the judgment of
Interconnection Customer is imminently likely (as determined in a non-discriminatory manner)
to cause damage to the Customer Facility or to the Customer Interconnection Facilities. System
restoration and black start shall be considered Emergency Conditions, provided that a Generation
Interconnection Customer is not obligated by an Interconnection Service Agreement to possess
black start capability. Any condition or situation that results from lack of sufficient generating
capacity to meet load requirements or that results solely from economic conditions shall not
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constitute an Emergency Condition, unless one or more of the enumerated conditions or
situations identified in this definition also exists.

1.11A Energy Resource:
A generating facility that is not a Capacity Resource.

1.11A.01 Energy Settlement Area:

The bus or distribution of busses that represents the physical location of Network Load and by
which the obligations of the Network Customer to PJM are settled.

1.11B Energy Transmission Injection Rights:

The rights to schedule energy deliveries at a specified point on the Transmission System. Energy
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility
that connects the Transmission System to another control area. Deliveries scheduled using
Energy Transmission Injection Rights have rights similar to those under Non-Firm Point-to-Point
Transmission Service.

1.11C Environmental Laws:

Applicable Laws or Regulations relating to pollution or protection of the environment, natural
resources or human health and safety.

1.12  Facilities Study:

An engineering study conducted by the Transmission Provider (in coordination with the affected
Transmission Owner(s)) to determine the required modifications to the Transmission Provider’s
Transmission System, including the cost and scheduled completion date for such modifications,
that will be required to provide the requested transmission service or to accommodate an
Interconnection Request or Upgrade Request. As used in the Interconnection Service Agreement
or Construction Service Agreement, Facilities Study shall mean that certain Facilities Study
conducted by Transmission Provider (or at its direction) to determine the design and

specification of the Interconnection Facilities necessary to accommodate the New Service
Customer’s New Service Request in accordance with Section 207 of Part VI of'the Tariff.

1.12A Federal Power Act:
The Federal Power Act, as amended, 16 U.S.C. 88 7914, et seq.
1.12B FERC:

The Federal Energy Regulatory Commission or its successor.

1.13  Firm Point-To-Point Transmission Service:
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Transmission Service under this Tariff that is reserved and/or scheduled between specified Points of
Receipt and Delivery pursuant to Part Il of this Tariff.

1.13A Firm Transmission Withdrawal Rights:

The rights to schedule energy and capacity withdrawals froma Point of Interconnection (as
defined in Section 1.33A) of a Merchant Transmission Facility with the Transmission System.
Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C. Transmission
Facility that connects the Transmission System with another control area. Withdrawals scheduled
using Firm Transmission Withdrawal Rights have rights similar to those under Firm Point-to-
Point Transmission Service.

1.13A.01 Force Majeure:

Any cause beyond the control of the affected Interconnection Party or Construction Party,
including but not restricted to, acts of God, flood, drought, earthquake, storm, fire, lightning,
epidemic, war, riot, civil disturbance or disobedience, labor dispute, labor or material shortage,
sabotage, acts of public enemy, explosions, orders, regulations or restrictions imposed by
governmental, military, or lawfully established civilian authorities, which, in any of the
foregoing cases, by exercise of due diligence such party could not reasonably have been
expected to avoid, and which, by the exercise of due diligence, it has been unable to overcome. Force
Majeure does not include (i) a failure of performance that is due to an affected party’s own
negligence or intentional wrongdoing; (ii) any removable or remediable causes (other than
settlement of a strike or labor dispute) which an affected party fails to remove or remedy within a
reasonable time; or (iii) economic hardship of an affected party.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT IV. INTERCONNECTIONS WITH THE
TRANSMISSION SY - OATT Subpart A - INTERCONNECTION PROCEDURES - OATT 36

Interconnection Requests - OATT 36.1 General:
36.1 General:

Generation Interconnection Requests and Transmission Interconnection Requests shall be
governed by this Section 36.

36.1.01 Generation Interconnection Request:

Except as otherwise provided in this Subpart A with respect to Behind The Meter Generation, an
Interconnection Customer that seeks to interconnect new generation in, or to increase the
capacity of generation already interconnected in, the PJM Region shall submit to the
Transmission Provider a Generation Interconnection Request. A Generation Interconnection
Request shall include: (i) the location of the proposed generating unit site or existing generating
unit; (ii) evidence of an ownership interest in, or right to acquire or control the generating unit
site, such as a deed, option agreement, lease, or other similar document acceptable to the
Transmission Provider; (iii) the size of the proposed generating unit or the amount of increase in
capacity of an existing generating unit; (iv) a description of the equipment configuration and if
the generating unit is a wind generation facility, a set of preliminary electrical design
specifications depicting the wind plant as a single equivalent generator; (V) the planned date the
proposed generating unit or increase in capacity of an existing generating unit will be in service,
such date to be no more than seven years from the date the request is received by the
Transmission Provider unless the Generation Interconnection Customer demonstrates that
engineering, permitting, and construction of the generating unit or increase in capacity will take
more than seven years; and (vi) any additional information as may be prescribed by the
Transmission Provider in the PIM Manuals; (vii) an executed Generation Interconnection
Feasibility Study Agreement, a form of which is contained in Attachment N, pursuant to which
the Generation Interconnection Customer agrees to reimburse the Transmission Provider for the
cost of the Generation Interconnection Feasibility Study; (viii) an initial deposit of $100 for each
MW requested if the Generation Interconnection Request is received in the first calendar month
of the current New Services Queue; an initial deposit in the amount of $150 for each MW
requested if the Generation Interconnection Request is received in the second calendar month of
the current New Services Queue; or an initial deposit in the amount of $200 for each MW
requested, if the Generation Interconnection Request is received in the third calendar month of
the current New Services Queue; provided, however, that the maximum initial deposit for a
Generation Interconnection Request will be $100,000 regardless of both the size and timing of
such request; and (ix) a base non-refundable deposit of $10,000, if the Generation
Interconnection Request is received in the first calendar month of the current New Services
Queue; a base non-refundable deposit of $20,000 if the Generation Interconnection Request is
received in the second calendar month of the current New Services Queue; or a base non-
refundable deposit of $30,000, if the Generation Interconnection Request is received in the third
calendar month of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Generation Interconnection
Customer's cost responsibility for the Generation Interconnection Feasibility Study. Upon
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completion of the Feasibility Study, the Transmission Provider will return any unused refundable
deposit monies to Interconnection Customer. Any remaining non-refundable deposit monies will
be credited toward the Interconnection Customer’s cost responsibility for any other studies
conducted for that Interconnection Request under Part VI of the Tariff, which will be applied
prior to the deposit monies collected for that other study. Ifany non-refundable deposit monies
remain after all studies are complete, such monies will be returned to a Generation
Interconnection Customer upon Initial Operation, or to a Transmission Interconnection C ustomer
upon energization of completed facilities as provided in Attachment GG, Appendix Il1, Section
20 of the Tariff. The Transmission Provider shall maintain on the Transmission Provider's
website a list of all Generation Interconnection Requests that identifies (A) the proposed
maximum summer and winter megawatt electrical output; (B) the location of the generation by
county and state; (C) the station or transmission line or lines where the interconnection will be
made; (D) the facility’s projected date ofInitial Operation; (E) the status of the Generation
Interconnection Request, including its Queue Position; (F) the type of Generation
Interconnection Service requested; (G) the availability of any studies related to the
Interconnection Request; (H) the date of the Generation Interconnection Request; (1) the type of
Generating Facility to be constructed (combined cycle, base load or combustion turbine and fuel
type); and (J) for each Generation Interconnection Request that has not resulted ina completed
interconnection, an explanation of why it was not completed. This list will not disclose the
identity of the Generation Interconnection Customer, except as otherwise provided in Part 1V of
the Tariff. The list and the priority of Generation Interconnection Requests shall be included on
the website as part of the New Services Queue.

36.1.02 Generation Interconnection Requests of 20 Megawatts or Less:

The Transmission Provider has developed streamlined processes for Generation Interconnection
Requests involving new generation resources of 20 MW or less and increases in the capacity ofa
generating unit by 20 MW or less over any consecutive 24-month period. The processes for
Generation Interconnection Requests involving increases in capacity by 20 MW or less are set forth
in Subpart G of Part IV of the Tariff and the PJM Manuals.

36.1.03 Transmission Interconnection Request:

An Interconnection Customer that seeks to interconnect or add Merchant Transmission Facilities
to the Transmission System, or to increase the capacity of existing Merchant Transmission
Facilities interconnected with the Transmission System, or to advance the construction of any
transmission enhancement or expansion other than Merchant Transmission Facilities that is
included in the Regional Transmission Expansion Plan prepared pursuant to Schedule 6 of the
Operating Agreement, shall submit to the Transmission Provider a Transmission Interconnection
Request. A Transmission Interconnection Request shall include: (i) the location of the proposed
Merchant Transmission

Facilities and of the substation(s) or other location(s) where the Transmission Interconnection
Customer proposes to interconnect or add its Merchant Transmission Facilities to the
Transmission System; (ii) a description of the proposed Merchant Transmission Facilities;
(1ii) the nominal capability or increase in capability (in megawatts) of the proposed Merchant
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Transmission Facilities or planned increase in the capability of the existing facilities on which
any proposed Merchant Network Upgrades would be installed; (iv) the planned date the
proposed Merchant Transmission Facilities will be in service, such date to be no more than seven
years from the date the request is received by the Transmission Provider, unless the
Transmission Interconnection Customer demonstrates that engineering, permitting, and
construction of the Merchant Transmission Facilities will take more than seven years; (V) if the
request relates to proposed Merchant D.C. Transmission Facilities and/or Controllable A.C.
Merchant Transmission Facilities that will interconnect with the Transmission System and with
another control area outside the PJM Region, the Transmission Interconnection Customer’s
election to receive either (a) Transmission Injection Rights and/or Transmission Withdrawal
Rights, or (b) Incremental Deliverability Rights, Incremental Auction Revenue Rights,
Incremental Capacity Transfer Rights, and Incremental Available Transfer Capability Revenue
Rights, associated with the capability of the proposed Merchant D.C. Transmission Facilities
and/or Controllable A.C. Merchant Transmission Facilities; (vi) if the Transmission
Interconnection Customer will be eligible to receive Incremental Deliverability Rights under
Section 235 of the Tariff, identification of the point on the Transmission System where the
Transmission Interconnection Customer wishes to receive Incremental Deliverability Rights
created by the construction or installation of its proposed Merchant Transmission Facilities;

(vii) any additional information as may be prescribed by the Transmission Provider in the PJM
Manuals; (viii) an executed Transmission Interconnection Feasibility Study Agreement, a form
of which is contained in Attachment S, pursuant to which the Transmission Interconnection
Customer agrees to reimburse the Transmission Provider for the cost of the Transmission
Interconnection Feasibility Study; and (ix) an initial deposit in the amount of $100 for each MW
requested if the Transmission Interconnection Request is received in the first calendar month of
the current New Services Queue; an initial deposit in the amount of $150 for each MW requested
if the Transmission Interconnection Request is received within the second calendar month of the
current New Services Queug; or an initial deposit in the amount of $200 for each MW requested,
if the Transmission Interconnection Request is received within the third calendar month of the
current New Services Queue; provided, however, that the maximum initial deposit for a
Transmission Interconnection Request will be $100,000 regardless of both size and timing of
such request; and (x) a base non-refundable deposit in the amount of $10,000, if the
Transmission Interconnection Request is received within the first calendar month of the date of
the beginning of the current New Services Queue; a base non-refundable deposit in the amount
of $20,000 if the Transmission Interconnection Request is received within the second calendar
month of the current New Services Queue; or a base non-refundable deposit in the amount of
$30,000, if the Transmission Interconnection Request is received within the third calendar month
of the current New Services Queue.

The base and initial deposit will be credited toward the amount of the Transmission
Interconnection Customer’s cost responsibility for the Transmission Interconnection Feasibility
Study and other studies conducted under Part IV or Part VI of the Tariff. The Transmission
Provider shall maintain on the Transmission Provider's OASIS a list of all Transmission
Interconnection Requests that identifies (A) in megawatts the potential no minal capability or
increase in capability; (B) the location of the Merchant Transmission Facilities by county and
state; (C) the station or transmission line or lines where the interconnection will be made; (D) the
facility’s projected date of Initial Operation; (E) the status of the Transmission Interconnection
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Request, including its Queue Position; (F) the availability of any studies related to the
Interconnection Request; (G) the date of the Transmission Interconnection Request; (H) the type of
Merchant Transmission Facilities to be constructed; and (I) for each Transmission

Interconnection Request that has not resulted in a completed interconnection, an explanation of why
it was not completed. This list will not disclose the identity of the Transmission

Interconnection Customer, except as otherwise provided in Part IV or Part VI of the Tariff. The list
and the priority of Transmission Interconnection Requests shall be included onthe OASIS as a part
of the New Services Queue.

Within 30 days of submitting its Interconnection Request, Transmission Interconnection

Customer shall provide evidence that it has submitted a valid interconnection request with the
adjacent Control Area(s) in which it is interconnecting, if applicable. Transmission

Interconnection Customer shall maintain its queue position(s) with such adjacent Control Area(s)
throughout the entire PJM interconnection process.

36.1.1 Interconnection Services for Generation:

Generation Interconnection Customers may request either of two forms of Interconnection
Service, i.e., interconnection as a Capacity Resource or as an Energy Resource. Energy
Resource status allows the generator to participate in the PJM Interchange Energy Market
pursuant to the PJM Operating Agreement. Capacity Resource status allows the generator to
participate inthe PJM Interchange Energy Market to be utilized by load-serving entities in the
PJM Region to meet capacity obligations imposed under the Reliability Assurance Agreement
and/or to be designated as a Network Resource under Part I1l. Capacity Resources also may
participate in Reliability Pricing Model Auctions and in Ancillary Services markets pursuant to
the PJM Tariff or the Operating Agreement. Capacity Resource status is based on providing
sufficient transmission capability to ensure deliverability of generator output to the aggregate
PJM Network Load and to satisfy various contingency criteria established by the Applicable
Regional Reliability Council in which the generator is located. Specific tests performed during
the Generation Interconnection Feasibility Study and later System Impact Study will identify
those upgrades required to satisfy the contingency criteria applicable at the generator’s location.

Consistent with Section 1.7.4(i) of Schedule 1 to the Operating Agreement, to the extent its
generating facility is dispatchable, an Interconnection Customer shall submit an Economic
Minimum in the real-time market that is no greater than the higher of its physical operating
minimum or its Capacity Interconnection Rights.

36.1.2 No Applicability to Trans mission Service:

Nothing in this Part IV shall constitute a request for transmission service, or confer upon an
Interconnection Customer any right to receive transmission service, under Part Il or Part I11.

36.1.3 Acknowledgement of Interconnection Request:
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The Transmission Provider shall acknowledge receipt of the Interconnection Request
(electronically when available to all parties, otherwise written) within five (5) business days after
receipt of the request and shall attach a copy of the received Interconnection Request to the
acknowledgement.

36.1.4 Deficiencies in Interconnection Request:

An Interconnection Request will not be considered a valid request if Interconnection Customer
has failed to pay any outstanding invoices related to prior Interconnection Requests by the
Interconnection Customer and until all information required under Section 36.1 has been
received by the Transmission Provider. Ifan Interconnection Request fails to meet the
requirements set forth in Section 36.1 or is in arrears as described above, the Transmission
Provider shall so notify the Interconnection Customer (electronically when available to all
parties, otherwise written) within five (5) business days of receipt of the initial Interconnection
Request. Such notice shall explain that the Interconnection Request does not constitute a valid
request and the reasons for such failure to meet the applicable requirements. Interconnection
Customer shall provide the additional information that Transmission Provider’s notice identifies
as needed to constitute a valid request and shall make any payments on any outstanding invoices
within ten (10) business days after receipt of such notice. Upon timely correction of the
deficiency, the Interconnection Request shall be assigned a Queue Position under Section 201 as
of the date that Transmission Provider first received the request. In the event the Interconnection
Customer fails to provide the further information and make payments on any outstanding
invoices required by Transmission Provider’s deficiency notice under this Section 36.1.4, its
Interconnection Request shall be deemed to be terminated and withdrawn.

36.1.5 Scoping Meeting:

Transmission Provider shall provide each Interconnection Customer with an opportunity for a
scoping meeting among the Transmission Provider, the prospective Interconnected Transmission
Owner and the Interconnection Customer. The purpose of the scoping meeting will be to identify
one alternative Point(s) of Interconnection and configurations to evaluate in the Interconnection
Studies and to attempt to select the best alternatives in a reasonable fashion given resources and
information available. The Interconnection Customer may select a maximum of two Point(s) of
Interconnection to be studied during the Interconnection Feasibility Study, a primary and

secondary Point of Interconnection may be selected by the Interconnection Customer. After

receipt ofa valid Interconnection Request, Transmission Provider shall offer to arrange, within

seven business days, for the scoping meeting, and shall provide a minimum of three suggested
meeting dates and times for the scoping meeting. The scoping meeting shall be held, or waived

by mutual agreement of the parties within 45 days after receipt of a valid Interconnection

Request, if the Interconnection Request is received in the first calendar month of the current New
Services Queue; or within 30 days if the Interconnection Request is received within the second
calendar month of the current New Services Queue; or in 20 days if the Interconnection Request

is received in the third calendar month of the date of the beginning of the current New Services
Queue. The Interconnection Customer may choose to divide the scoping meeting into two

sessions, one between the Transmission Provider and Interconnection Customer and one among
Transmission Provider, the Interconnection Customer and the prospective Interconnected

Page 8



Intra-PJM Tariffs

Transmission Owner. Such meetings may be held consecutively on the same day. Scoping
meetings may be held in person or by telephone or video conference. In the event the
Interconnection Customer fails to waive or complete the scoping meeting requirement, its
Interconnection Request shall be deemed to be terminated and withdrawn.

36.1.6 Coordination with Affected Systems:

The Transmission Provider will coordinate with Affected System Operators the conduct of any
required studies in accordance with Section 202,

36.1.7 Base Case Data:

Transmission Provider shall provide Interconnection Customer with base power flow, short
circuit and stability databases, including all underlying assumptions, and contingency list upon
request and subject to the confidentiality provisions of Section 223 of the Tariff. Transmission
Provider may require Interconnection Customer to sign a confidentiality agreement before the
release of commercially sensitive information or Critical Energy Infrastructure Information in
the Base Case data. Such databases and lists, hereinafter referred to as Base Cases, shall include
all (1) generation projects and (ii) transmission projects, including merchant transmission
projects, that are included in the then-current, approved Regional Transmission Expansion Plan.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT VI. ADMINISTRATION AND STUDY OF NEW
SERVICE R - OATT ATTACHMENT K - APPENDIX - OATT 1. MARKET OPERATIONS - OATT 1.3
Definitions.

1.3 Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1A.01 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which
action on behalf of itself or one or more other Members or non-Members, participates in the PJM
Interchange Energy Market by causing a reduction in demand.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,
which is the effect on transmission congestion costs (whether positive or negative) associated
with increasing the output of a generation resource or decreasing the consumption by a Demand
Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Day-ahead Congestion Price.
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“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.
1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJIM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PIM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.
“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.
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1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.

1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.3.1E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level of all
generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market

through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch.
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1.3.3 External Market Buyer.

“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJM Region, or for load in the
PJM Region that is not served by Network Transmission Service.

1.3.4 External Resource.

“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.
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“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform necessary repairs on specific components of the

facility, if removal of the facility meets the guidelines specified in the PIM Manuals.

1.3.9 Generator Planned Outage.

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of
a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for ultimate consumption by end-users inside the PJIM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PIJM.

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.
“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect

on transmission loss costs (whether positive or negative) associated with increasing the output of
a generation resource or decreasing the consumption by a Demand Resource based on the effect
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of increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 M arket Operations Center.

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJM Region.

1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output ofa generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the O ffice ofthe
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical
power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.
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“Network Service User” shall mean an entity using Network Transmission Service.
1.3.17 Network Transmission Service.

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part 11l of the PJIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office of the Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJM Interchange Energy Market or the operation of the PJM Region.

1.3.21A On-Site Generators.
“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either

synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.
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1.3.23 Operating Margin.

“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
contingency in the PJM Region resulting from operations in an interconnected Control Area. Such
adjustments may result in constraints causing Transmission Congestion Charges, or may result in
Ancillary Services charges pursuant to the PIJM Tariff.

1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.
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1.3.28 PJM Open Access Same-time Information System.

“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the PJIM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

1.3.28A Planning Period Quarter.

“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or, March, Apriland May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PJM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office ofthe
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.
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“Real-time Energy Market” shall mean the purchase or sale of energy and payment of
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.

1.3.30B.01 Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability ofa specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJIM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2 (h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [RESERVED]

1.3.31B [RESERVED]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the

PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt

obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.
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“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01 Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02 Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled, to provide
Synchronized Reserve within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-schedule Synchronized Reserve capability.

1.3.33B.03 System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,

which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.
1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in

Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.
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1.3.34 Trans mission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Trans mission Congestion Credit.

“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.
“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJM Region.

1.3.37C Transmission Loss Charge.
“Transmision Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
froma generation resource to load as specified in Section 5 of this Schedule.
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1.3.38 Transmission Planned Outage.

“Transmission Planned Outage” shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PIM Manuals.

1.3.39 Zonal Base Load.
“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an

annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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OATT OPEN ACCESS TRANSMISSION TARIFF - OATT VI. ADMINISTRATION AND STUDY OF NEW
SERVICE R - OATT ATTACHMENT K - APPENDIX - OATT 1. MARKET OPERATIONS - OATT 1.7
General.

1.7 General.
1.7.1 Market Sellers.

Only Market Sellers shall be eligible to submit offers to the Office of the Interconnection for the sale
of electric energy or related services in the PJIM Interchange Energy Market. Market Sellers shall
comply with the prices, terms, and operating characteristics of all Offer Data submitted to and
accepted by the PIJM Interchange Energy Market.

1.7.2 Market Buyers.

Only Market Buyers shall be eligible to purchase energy or related services in the PJM
Interchange Energy Market. Market Buyers shall comply with all requirements for making
purchases from the PJM Interchange Energy Market.

1.7.2A Economic Load Response Participants.

Only Economic Load Response Participants shall be eligible to participate in the Real-time
Energy Market and the Day-ahead Energy Market by submitting offers to the Office of the
Interconnection to reduce demand.

1.7.3 Agents.

A Market Participant may participate in the PJM Interchange Energy Market through an agent,
provided that the Market Participant informs the Office of the Interconnection in advance in
writing of the appointment of such agent. A Market Participant participating in the PJM
Interchange Energy Market through an agent shall be bound by all of the acts or representations of
such agent with respect to transactions in the PJM Interchange Energy Market, and shall ensure
that any such agent complies with the requirements of this Agreement.

1.7.4 General Obligations of the Market Participants.

(@  Inperforming its obligations to the Office of the Interconnection hereunder, each
Market Participant shall at all times (i) follow Good Utility Practice, (ii) comply with all
applicable laws and regulations, (iii) comply with the applicable principles, guidelines, standards
and requirements of FERC, NERC and Applicable Regional Reliability Councils, (iv) comply
with the procedures established for operation of the PJM Interchange Energy Market and PIM
Region and (v) cooperate with the Office of the Interconnection as necessary for the operation of
the PJM Region ina safe, reliable manner consistent with Good Utility Practice.

(b)  Market Participants shall undertake all operations in or affecting the PJIM
Interchange Energy Market and the PJIM Region including but not limited to compliance with all
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Emergency procedures, in accordance with the power and authority of the Office of the
Interconnection with respect to the operation of the PJM Interchange Energy Market and the
PJM Region as established in this Agreement, and as specified in the Schedules to this
Agreement and the PJM Manuals. Failure to comply with the foregoing operational
requirements shall subject a Market Participant to such reasonable charges or other remedies or
sanctions for non-compliance as may be established by the PIM Board, including legal or
regulatory proceedings as authorized by the PJM Board to enforce the obligations of this
Agreement.

()  The Office of the Interconnection may establish such committees with a
representative of each Market Participant, and the Market Participants agree to provide
appropriately qualified personnel for such committees, as may be necessary for the Office of the
Interconnection to perform its obligations hereunder.

(d)  All Market Participants shall provide to the Office of the Interconnection the
scheduling and other information specified in the Schedules to this Agreement, and such other
information as the Office of the Interconnection may reasonably require for the reliable and
efficient operation of the PJIM Region and PJM Interchange Energy Market, and for comp liance
with applicable regulatory requirements for posting market and related information. Such
information shall be provided as much in advance as possible, but in no event later than the
deadlines established by the Schedules to this Agreement, or by the Office of the Interconnection
in conformance with such Schedules. Such information shall include, but not be limited to,
maintenance and other anticipated outages of generation or transmission facilities, scheduling
and related information on bilateral transactions and self-scheduled resources, and
implementation of active load management, interruption of load, and other load reduction
measures. The Office of the Interconnection shall abide by appropriate requirements for the non-
disclosure and protection of any confidential or proprietary information given to the Office of the
Interconnection by a Market Participant. Each Market Participant shall maintain or cause to be
maintained compatible information and communications systems, as specified by the Office of
the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive
information to the Office of the Interconnection in a timely manner.

(e)  Subject to the requirements for Economic Load Response Participants in section
1.5A above, each Market Participant shall install and operate, or shall otherwise arrange for,
metering and related equipment capable of recording and transmitting all voice and data
communications reasonably necessary for the Office of the Interconnection to perform the
services specified in this Agreement. A Market Participant that elects to be separately billed for its
PJM Interchange shall, to the extent necessary, be individually metered in accordance with Section
14 of this Agreement, or shall agree upon an allocation of PJM Interchange between it and the
Market Participant through whose meters the unmetered Market Participant’s PJIM
Interchange is delivered. The Office of the Interconnection shall be notified of the allocation by the
foregoing Market Participants.

® Each Market Participant shall operate, or shall cause to be operated, any

generating resources owned or controlled by such Market Participant that are within the PJIM
Region or otherwise supplying energy to or through the PJIM Region ina manner that is
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consistent with the standards, requirements or directions of the Office of the Interconnection and
that will permit the Office of the Interconnection to perform its obligations under this
Agreement; provided, however, no Market Participant shall be required to take any action that is
inconsistent with Good Utility Practice or applicable law.

(@  Each Market Participant shall follow the directions of the Office of the
Interconnection to take actions to prevent, manage, alleviate or end an Emergency in a manner
consistent with this Agreement and the procedures of the PJIM Region as specified in the PJM
Manuals.

()  Each Market Participant shall obtain and maintain all permits, licenses or
approvals required for the Market Participant to participate in the PJM Interchange Energy
Market in the manner contemplated by this Agreement.

(1) Consistent with Section 36.1.1 of the PJM Tariff, to the extent its generating facility
is dispatchable, a Market Participant shall submit an Economic Minimum in the Realtime Energy
Market that is no greater than the higher of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PIM Tariff, associated with such generating
facility under its Interconnection Service Agreement under Attachment O ofthe PJM Tariffor a
wholesale market participation agree ment.

1.7.5 Market Operations Center.

Each Market Participant shall maintain a Market Operations Center, or shall make appropriate
arrangements for the performance of such services on its behalf. A Market Operations Center
shall meet the performance, equipment, communications, staffing and training standards and
requirements specified in this Agreement for the scheduling and completion of transactions in

the PJM Interchange Energy Market and the maintenance of the reliable operation of the PIM
Region, and shall be sufficient to enable (i) a Market Seller or an Economic Load Response
Participant to performall terms and conditions of its offers to the PJM Interchange Energy
Market, and (ii) a Market Buyer or an Economic Load Response Participant to conform to the
requirements for purchasing from the PJM Interchange Energy Market.

1.7.6 Scheduling and Dispatching.

(@  The Office of the Interconnection shall schedule and dispatch in real-time
generation resources and/or Demand Resources economically on the basis of least-cost, security-
constrained dispatch and the prices and operating characteristics offered by Market Sellers,
continuing until sufficient generation resources and/or Demand Resources are dispatched to
serve the PJM Interchange Energy Market energy purchase requirements under normal system
conditions of the Market Buyers, as well as the requirements of the PJIM Region for ancillary
services provided by generation resources and/or Demand Resources, in accordance with this
Agreement. Such scheduling and dispatch shall recognize transmission constraints on
coordinated flowgates external to the Transmission System in accordance with Appendix A to
the Joint Operating Agreement between the Midwest Independent Transmission System
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Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38) and on other
such flowgates that are coordinated in accordance with agreements between the LLC and other
entities. Scheduling and dispatch shall be conducted in accordance with this Agreement.

(b)  The Office of the Interconnection shall undertake to identify any conflict or
incompatibility between the scheduling or other deadlines or specifications applicable to the PJIM
Interchange Energy Market, and any relevant procedures of another Control Area, or any tariff
(including the PJM Tariff). Upon determining that any such conflict or incompatibility exists, the
Office of the Interconnection shall propose tariff or procedural changes, and undertake such other
efforts as may be appropriate, to resolve any such conflict or incompatibility.

(c)  To protect its generation or distribution facilities, or local Transmission Facilities
not under the monitoring responsibility and dispatch control of the Office of the Interconnection,
an entity may request that the Office of the Interconnection schedule and dispatch generation or
reductions in demand to meet a limit on Transmission Facilities different from that which the
Office of the Interconnection has determined to be required for reliable operation of the
Transmission System. To the extent consistent with its other obligations under this Agreement,
the Office of the Interconnection shall schedule and dispatch generation and reductions in
demand in accordance with such request. An entity that makes a request pursuant to this section
1.7.6(c) shall be responsible for all generation and other costs resulting from its request that
would not have been incurred by operating the Transmission System and scheduling and
dispatching generation in the manner that the Office of the Interconnection otherwise has
determined to be required for reliable operation of the Transmission System.

1.7.7 Pricing.

The price paid for energy bought and sold in the PJM Interchange Energy Market and for
demand reductions will reflect the hourly Locational Marginal Price at each load and generation
bus, determined by the Office of the Interconnection in accordance with this Agreement.
Transmission Congestion Charges and Transmission Loss Charges, which shall be determined by
differences in Congestion Prices and Loss Prices inan hour, shall be calculated and collected,
and the revenues therefrom shall be disbursed, by the Office of the Interconnection in accordance
with this Schedule.

1.7.8 Generating Market Buyer Resources.

A Generating Market Buyer may elect to self-schedule its generation resources up to that
Generating Market Buyer’s Equivalent Load, in accordance with and subject to the procedures
specified in this Schedule, and the accounting and billing requirements specified in Section 3 to
this Schedule.

1.7.9 Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a bus or

busses at the electrical boundaries of the PJIM Region specified by the Office of the
Interconnection, or to load in such area that is not served by Network Transmission Service,
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using Point-to-Point Transmission Service paid for by the External Market Buyer. Further
delivery of such energy shall be the responsibility of the External Market Buyer.

1.7.10 Other Transactions.
(@)  Bilateral Transactions.

0] In addition to transactions in the PJM Interchange Energy Market, Market
Participants may enter into bilateral contracts for the purchase or sale of electric energy to or
from each other or any other entity, subject to the obligations of Market Participants to make
Generation Capacity Resources available for dispatch by the Office of the
Interconnection. Such bilateral contracts shall be for the physical transfer of energy to or
froma Market Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the LL.C’s rules relating to
its eSchedules and Enhanced Energy Scheduler tools.

(i) For purposes of clarity, with respect to all bilateral contracts for the
physical transfer of energy to a Market Participant inside the PJM Region, title to the
energy that is the subject of the bilateral contract shall pass to the buyer at the source
specified for the bilateral contract, and the further transmission of the energy or further
sale of the energy into the Interchange Energy Market shall be transacted by the buyer
under the bilateral contract. With respect to all bilateral contracts for the physical
transfer of energy to an entity outside the PJIM Region, title to the energy shall pass to the
buyer at the border of the PJM Region and shall be delivered to the border using
transmission service. In no event shall the purchase and sale of energy between Market
Participants under a bilateral contract constitute a transaction in the PJM Interchange
Energy Market.

(i)  Market Participants that are parties to bilateral contracts for the purchase and
sale and physical transfer of energy reported to and coordinated with the Office of
the Interconnection under this Schedule shall use all reasonable efforts, consistent with
Good Utility Practice, to limit the megawatt hours of such reported transactions to
amounts reflecting the expected load and other physical delivery obligations of the buyer
under the bilateral contract.

(iv)  Allpayments and related charges for the energy associated with a bilateral
contract shall be arranged between the parties to the bilateral contract and shall not be billed
or settled by the Office of the Interconnection. Neither the LLC nor the Members will
assume financial responsibility for the failure of a party to perform obligations owed to the
other party under a bilateral contract reported and coordinated with the Office of the
Interconnection under this Schedule.

V) A buyer under a bilateral contract shall guarantee and indemnify the LLC
and the Members for the costs of any Spot Market Backup used to meet the bilateral
contract seller’s obligation to deliver energy under the bilateral contract and for which
payment is not made to the LLC by the seller under the bilateral contract, as determined
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by the Office of the Interconnection. Upon any default in obligations to the LLC by a
Market Participant, the Office of the Interconnection shall (i) not accept any new
eSchedules or Enhanced Energy Scheduler reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s eSchedules and Enhanced Energy Schedules
associated with its bilateral contracts previously reported to the Office of the
Interconnection for all days where delivery has not yet occurred. All claims regarding a
buyer’s default to a seller under a bilateral contract shall be resolved solely between the
buyer and the seller. Insuch circumstances, the seller may instruct the Office of the
Interconnection to terminate all of the eSchedules and Enhanced Energy Schedules
associated with bilateral contracts between buyer and seller previously reported to the
Office of the Interconnection. The Office of the Interconnection shall assign its claims
against a seller with respect to a seller’s nonpayment for Spot Market Backup to a buyer
to the extent that the buyer has made an indemnification payment to the Office of the
Interconnection with respect to the seller’s nonpayment.

(vi)  Bilateral contracts that do not contemplate the physical transfer of energy to
or froma Market Participant are not subject to this Schedule, shall not be reported to and
coordinated with the Office of the Interconnection, and shall not in any way
constitute a transaction in the PJM Interchange Energy Market.

(b)  Market Participants shall have Spot Market Backup with respect to all bilateral
transactions that contemplate the physical transfer of energy to or from a Market Participant, that are
not dynamically scheduled pursuant to Section 1.12 and that are curtailed or interrupted for any
reason (except for curtailments or interruptions through active load management for load
located within the PJM Region).

()  To the extent the Office of the Interconnection dispatches a Generating Market
Buyer’s generation resources, such Generating Market Buyer may elect to net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed
a buyer fromthe PJM Interchange Energy Market to the extent of its PJIM Interchange Imports,
and shall be deemed a seller to the PJIM Interchange Energy Market to the extent of its PJIM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation facility in
accordance with the following provisions:

(1) A Market Seller may self-supply Station Power for its generation facility
during any month (1) when the net output of such facility is positive, or (2) when the net
output of such facility is negative and the Market Seller during the same month has
available at other of its generation facilities positive net output in an amount at least
sufficient to offset fully such negative net output. For purposes of this subsection (d),
“net output” of'a generation facility during any month means the facility’s gross energy
output, less the Station Power requirements of such facility, during that month. The
determination ofa generation facility’s or a Market Seller’s monthly net output under this
subsection (d) will apply only to determine whether the Market Seller self-supplied
Station Power during the month and will not affect the price of energy sold or consumed
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by the Market Seller at any bus during any hour during the month. For each hour when a
Market Seller has positive net output and delivers energy into the Transmission System, it
will be paid the LMP at its bus for that hour for all of the energy delivered. Conversely,
for each hour when a Market Seller has negative net output and has received Station
Power from the Transmission System, it will pay the LMP at its bus for that hour for all
of the energy consumed.

(i) Transmission Provider will determine the extent to which each affected
Market Seller during the month self-supplied its Station Power requirements or obtained
Station Power from third-party providers (including affiliates) and will incorporate that
determination in its accounting and billing for the month. In the event that a Market
Seller self-supplies Station Power during any month in the manner described in
subsection (1) of subsection (d)(i) above, Market Seller will not use, and will not incur
any charges for, transmission service. Inthe event, and to the extent, that a Market Seller
self-supplies Station Power during any month in the manner described in subsection (2)
of subsection (d)(i) above (hereafter referred to as “remote self-supply of Station
Power”), Market Seller shall use and pay for transmission service for the transmission of
energy in an amount equal to the facility’s negative net output from Market Seller’s
generation facility(ies) having positive net output. Unless the Market Seller makes other
arrangements with Transmission Provider in advance, such transmission service shall be
provided under Part Il of the PIM Tariff and shall be charged the hourly rate under
Schedule 8 of the PJM Tariff for Non-Firm Point-to-Point Transmission Service with an
election to pay congestion charges, provided, however, that no reservation shall be
necessary for such transmission service and the terms and charges under Schedules 1, 1A,
2 through 6, 9 and 10 of the PIM Tariff shall not apply to such service. The amount of
energy that a Market Seller transmits in conjunction with remote self-supply of Station
Power will not be affected by any other sales, purchases, or transmission of capacity or
energy by or for such Market Seller under any other provisions of the PJM Tariff.

(iii) A Market Seller may self-supply Station Power from its generation
facilities located outside of the PJM Region during any month only if such generation
facilities in fact run during such month and Market Seller separately has reserved
transmission service and scheduled delivery of the energy from such resource in advance
into the PJM Region.

1.7.11 Emergencies.

@ The Office ofthe Interconnection, with the assistance of the Members’
dispatchers as it may request, shall be responsible for monitoring the operation of the PJIM
Region, for declaring the existence of an Emergency, and for directing the operations of Market
Participants as necessary to manage, alleviate or end an Emergency. The standards, policies and
procedures of the Office of the Interconnection for declaring the existence of an Emergency,
including but not limited to a Minimum Generation Emergency, and for managing, alleviating or
ending an Emergency, shall apply to all Members on a non-discriminatory basis. Actions by the
Office of the Interconnection and the Market Participants shall be carried out in accordance with
this Agreement, the NERC Operating Policies, Applicable Regional Reliability Council
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reliability principles and standards, Good Utility Practice, and the PJIM Manuals. A declaration
that an Emergency exists or is likely to exist by the Office of the Interconnection shall be binding
on all Market Participants until the Office of the Interconnection announces that the actual or
threatened Emergency no longer exists. Consistent with existing contracts, all Market
Participants shall comply with all directions from the Office of the Interconnection for the
purpose of managing, alleviating or ending an Emergency. The Market Participants shall
authorize the Office of the Interconnection to purchase or sell energy on their behalf to meet an
Emergency, and otherwise to implement agreements with other Control Areas interconnected
with the PJM Region for the mutual provision of service to meet an Emergency, in accordance
with this Agreement.

(b) To the extent load must be shed to alleviate an Emergency ina Control Zone, the
Office of the Interconnection shall, to the maximum extent practicable, direct the shedding of
load within such Control Zone. The Office of the Interconnection may shed load in one Control
Zone to alleviate an Emergency in another Control Zone under its control only as necessary after
having first shed load to the maximum extent practicable in the Control Zone experiencing the
Emergency and only to the extent that PJM supports other control areas (not under its control) in
those situations where load shedding would be necessary, such as to prevent isolation of facilities
within the Eastern Interconnection, to prevent voltage collapse, or to restore system frequency
following a system collapse; provided, however, that the Office of the Interconnection may not order
a manual load dump ina Control Zone solely to address capacity deficiencies in another Control
Zone. This section shall be implemented consistent with the North American Electric Reliability
Council and applicable reliability council standards.

1.7.12 Fees and Charges.

Each Market Participant, except for Special Members, shall pay all fees and charges of the

Office of the Interconnection for operation of the PJM Interchange Energy Market as determined by
and allocated to the Market Participant by the Office of the Interconnection in accordance

with Schedule 3.

1.7.13 Relationship to the PJM Region.

The PJM Interchange Energy Market operates within and subject to the requirements for the
operation of the PJM Region.

1.7.14 PJM Manuals.

The Office of the Interconnection shall be responsible for maintaining, updating, and

promulgating the PJIM Manuals as they relate to the operation of the PJM Interchange Energy
Market. The PJM Manuals, as they relate to the operation of the PJM Interchange Energy

Market, shall conformand comply with this Agreement, NERC operating policies, and

Applicable Regional Reliability Council reliability principles, guidelines and standards, and shall be
designed to facilitate administration of an efficient energy market within industry reliability
standards and the physical capabilities of the PJIM Region.
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1.7.15 Corrective Action.

Consistent with Good Utility Practice, the Office of the Interconnection shall be authorized to

direct or coordinate corrective action, whether or not specified in the PJIM Manuals, as necessary to
alleviate unusual conditions that threaten the integrity or reliability of the PJM Region, or the
regional power system.

1.7.16 Recording.

Subject to the requirements of applicable State or federal law, all voice communications with the
Office of the Interconnection Control Center may be recorded by the Office of the
Interconnection and any Market Participant communicating with the O ffice of the
Interconnection Control Center, and each Market Participant hereby consents to such recording.

1.7.17 Operating Reserves.

(@  The following procedures shall apply to any generation unit subject to the
dispatch of the Office of the Interconnection for which construction commenced before July 9,
1996, or any Demand Resource subject to the dispatch of the Office of the Interconnection.

(b)  The Office of the Interconnection shall schedule to the Operating Reserve and
load-following objectives of the Control Zones of the PJM Region and the PJM Interchange
Energy Market in scheduling generation resources and/or Demand Resources pursuant to this
Schedule. Atable of Operating Reserve objectives for each Control Zone is calculated and
published annually inthe PJIM Manuals. Reserve levels are probabilistically determined based on
the season’s historical load forecasting error and forced outage rates.

()  Nuclear generation resources shall not be eligible for Operating Reserve payments
unless: 1) the Office of the Interconnection directs such resources to reduce output, in which
case, such units shall be compensated in accordance with section 3.2.3(f) of this Schedule; or 2)
the resource submits a request for a risk premium to the Market Monitoring Unit under the
procedures specified in Section 11.B of Attachment M - Appendix. A nuclear generation resource
(1) must submit a risk premium consistent with its agreement under such process, or, (ii) if it has
not agreed with the Market Monitoring Unit on an appropriate risk premium, may submit its own
determination of an appropriate risk premium to the Office of the Interconnection, subject to
acceptance by the Office of the Interconnection, with or without prior approval from the
Commission.

1.7.18 Regulation.

(@  Regulationto meet the Regulation objective of each Regulation Zone shall be
supplied from generation resources and/or Demand Resources located within the metered
electrical boundaries of such Regulation Zone. Generating Market Buyers, and Market Sellers
offering Regulation, shall comply with applicable standards and requirements for Regulation
capability and dispatch specified in the PIM Manuals.
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(b)  The Office of the Interconnection shall obtain and maintain for each Regulation
Zone an amount of Regulation equal to the Regulation objective for such Regulation Zone as
specified in the PIM Manuals.

()  The Regulation range of a generation unit or Demand Resource shall be at least
twice the amount of Regulation assigned.

(d)  Ageneration unit capable of automatic energy dispatch that is also providing
Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation
provided. The amount of Regulation provided by a generation unit shall serve to redefine the
Normal Minimum Generation and Normal Maximum Generation energy limits of that generation
unit, in that the amount of Regulation shall be added to the generation unit’s Normal Minimum
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit.

(e)  Qualified Regulation must satisfy the verification tests described in the PJIM
Manuals.

1.7.19 Ramping.

A generator dispatched by the Office of the Interconnection pursuant to a control signal
appropriate to increase or decrease the generator’s megawatt output level shall be able to change
output at the ramping rate specified in the Offer Data submitted to the Office of the
Interconnection for that generator.

1.7.19A Synchronized Reserve.

(@  Synchronized Reserve shall be supplied from generation resources and/or
Demand Resources located within the metered boundaries of the PJIM Region. Generating
Market Buyers, and Market Sellers offering Synchronized Reserve shall comply with applicable
standards and requirements for Synchronized Reserve capability and dispatch specified in the
PJM Manuals

(b)  The Office of the Interconnection shall obtain and maintain for each
Synchronized Reserve Zone an amount of Synchronized Reserve equal to the Synchronized
Reserve objective for such Synchronized Reserve Zone, as specified in the PJIM Manuals.

(c)  The Synchronized Reserve capability of a generation resource and Demand
Resource shall be the increase in energy output or load reduction achievable by the generation
resource and Demand Resource within a continuous 10-minute period.

(d) A generation unit capable of automatic energy dispatch that also is providing
Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation
unit shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in
that the amount of Synchronized Reserve provided shall be subtracted from its Normal
Maximum Generation energy limit.
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1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and
Dayahead Scheduling Reserves.

(@ Inaddition to transactions in the Regulation market, Synchronized Reserve
market, and Day-ahead Scheduling Reserves Market, Market Participants may enter into bilateral
contracts for the purchase or sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves to or from each other or any other entity. Such bilateral contracts shall be
for the physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves to or from a Market Participant and shall be reported to and coordinated with the Office
of the Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating
to its eMarket tools.

(b)  For purposes of clarity, with respect to all bilateral contracts for the physical
transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to a Market
Participant in the PJIM Region, title to the product that is the subject of the bilateral contract shall
pass to the buyer at the source specified for the bilateral contract, and any further transactions
associated with such products or further sale of such Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves in the markets for Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves, respectively, shall be transacted by the buyer under the bilateral contract.
In no event shall the purchase and sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves between Market Participants under a bilateral contract constitute a
transaction in PJM’s markets for Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves.

()  Market Participants that are parties to bilateral contracts for the purchase and sale
and physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves
reported to and coordinated with the Office of the Interconnection under this Schedule shall use
all reasonable efforts, consistent with Good Utility Practice, to limit the amounts of such reported
transactions to amounts reflecting the expected requirements for Regulation, Synchronized
Reserve, or Day-ahead Scheduling Reserves of the buyer pursuant to such bilateral contracts.

(d)  Allpayments and related charges for the Regulation, Synchronized Reserve, or
Day-ahead Scheduling Reserves associated with a bilateral contract shall be arranged between
the parties to the bilateral contract and shall not be billed or settled by the Office of the
Interconnection. The LLC and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a bilateral contract
reported and coordinated with the Office of the Interconnection under this Schedule.

(e)  Abuyer under a bilateral contract shall guarantee and indemnify the LLC and the
Members for the costs of any purchases by the seller under the bilateral contract in the markets
for Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves used to meet the
bilateral contract seller’s obligation to deliver Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves under the bilateral contract and for which payment is not made to the LLC
by the seller under the bilateral contract, as determined by the Office of the Interconnection.
Upon any default in obligations to the LLC by a Market Participant, the Office of the
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Interconnection shall (i) not accept any new eMarket reporting by the Market Participant and (ii)
terminate all ofthe Market Participant’s reporting of eMarkets schedules associated with its
bilateral contracts previously reported to the Office of the Interconnection for all days where
delivery has not yet occurred. All claims regarding a buyer’s default to a seller under a bilateral
contract shall be resolved solely between the buyer and the seller. In such circumstances, the
seller may instruct the Office of the Interconnection to terminate all of the reported eMarkets
schedules associated with bilateral contracts between buyer and seller previously reported to the
Office of the Interconnection.

® Market Participants shall purchase Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves from PJM’s markets for Regulation, Synchronized Reserve, Day-
ahead Scheduling Reserves, in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason, with
respect to all bilateral transactions that contemplate the physical transfer of Regulation,
Synchronized Reserve, or Day-ahead Scheduling Reserves to or froma Market Participant.

1.7.20 Communication and Operating Requirements.

(@  Market Participants. Each Market Participant shall have, or shall arrange to have, its
transactions in the PJM Interchange Energy Market subject to control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the
Office of the Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements of the Market
Participant’s transactions with the PJM Interchange Energy Market, including but not limited to the
following requirements as applicable.

(b)  Market Sellers selling from generation resources and/or Demand Resources
within the PJM Region shall: report to the Office of the Interconnection sources of energy and
Demand Resources available for operation; supply to the Office of the Interconnection all
applicable Offer Data; report to the Office of the Interconnection generation resources and
Demand Resources that are self-scheduled; with respect to generation resources, report to the
Office of the Interconnection bilateral sales transactions to buyers not within the PJM Region;
confirm to the Office of the Interconnection bilateral sales to Market Buyers within the PJM
Region; respond to the O ffice of the Interconnection’s directives to start, shutdown or change
output levels of generation units, or change scheduled voltages or reactive output levels of
generation units, or reduce load from Demand Resources; continuously maintain all Offer Data
concurrent with on-line operating information; and ensure that, where so equipped, generating
equipment and Demand Resources are operated with control equipment functioning as specified
in the PJIM Manuals.

()  Market Sellers selling from generation resources outside the PJIM Region shall:
provide to the Office of the Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services;
respond to Office of the Interconnection directives to schedule delivery or change delivery
schedules; and communicate delivery schedules to the Market Seller’s Control Area.
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(d)  Market Participants that are Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: respond to Office of the Interconnection directives for load
management steps; report to the Office of the Interconnection Generation Capacity Resources to
satisfy capacity obligations that are available for pool operation; report to the Office of the
Interconnection all bilateral purchase transactions; respond to other Office of the Interconnection
directives such as those required during Emergency operation.

()  Market Participants that are not Load Serving Entities or purchasing on behalf of
Load Serving Entities shall: provide to the Office of the Interconnection requests to purchase
specified amounts of energy for each hour of the Operating Day during which it intends to
purchase fromthe PIM Interchange Energy Market, along with Dispatch Rate levels above which it
does not desire to purchase; respond to other Office of the Interconnection directives such as those
required during Emergency operation.

® Economic Load Response Participants are responsible for maintaining demand
reduction information, including the amount and price at which demand may be reduced. The
Economic Load Response Participant shall provide this information to the Office of the
Interconnection by posting it on the Load Response Program Registration link of the PJIM
website as required by the PJIM Manuals. The Economic Load Response Participant shall notify
the Office of the Interconnection ofa demand reduction concurrent with, or prior to, the
beginning of such demand reduction in accordance with the PJM Manuals. Inthe event that an
Economic Load Response Participant chooses to measure load reductions using a Customer
Baseline Load, the Economic Load Response Participant shall inform the Office of the
Interconnection of a change in its operations or the operations of the end-use customer that
would affect a relevant Customer Baseline Load as required by the PJIM Manuals.
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OA OPERATING AGREEMENT - OA SCHEDULE 1 - OA 1. MARKET OPERATIONS - OA 1.3
Definitions.

1.3  Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1A.001 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent regular
intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of energy for
its production processes to minimal or zero megawatts.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues or
costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified in
Section 7.4.3 of this Schedule.

1.3.1B.01 Congestion Price.

“Congestion Price” shall mean the congestion component ofthe Locational Marginal Price,
which is the effect on transmission congestion costs (whether positive or negative) associated
with increasing the output of a generation resource or decreasing the consumption by a Demand

Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.02 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which

action on behalf of itself or one or more other Members or non-Members, participates in the PJIM
Interchange Energy Market by causing a reduction in demand.

1.3.1B.03 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.
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1.3.1C Day-ahead Energy Market.

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.

1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the Reliability
First Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty- minute reserve

requirement for the PJIM Region established consistent with Reliability First Corporation and SERC
reliability standards, or those of any additional and/or successor regional reliability

organization(s) that are responsible for establishing reliability requirements for the PJIM Region,
plus any additional thirty- minute reserves scheduled in response to an RTO-wide Hot or Cold
Weather Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PJIM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the

Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.
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“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the
Dayahead Energy Market.

1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. Anaccepted Decrement Bid results in scheduled load at the specified location in the
Day-ahead Energy Market.

1.31E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level of all
generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancilliary Services markets as a Market Seller.

1.3.2 Equivalent Load.

“Equivalent Load” shall mean the sum of a Market Participant’s net system requirements to
serve its customer load in the PJM Region, if any, plus its net bilateral transactions.

1.3.2A Economic Load Response Participant.
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market

through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level a unit can achieve
while following economic dispatch

1.3.3 External Market Buyer.
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“External Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for consumption by end-users outside the PJIM Region, or for load in the
PJM Region that is not served by Network Transmission Service.

1.3.4 External Resource.

“External Resource” shall mean a generation resource located outside the metered boundaries of the
PJM Region.

1.3.5 Financial Trans mission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.

“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of the
facility, as specified in the relevant portions of the PJIM Manuals. A reduction in output or removal
from service of a generating unit in response to changes in market conditions shall not constitute a
Generator Forced Outage.

1.3.8 Generator Maintenance Outage.
“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in

part, of a generating unit in order to perform necessary repairs on specific components of the
facility, if removal of the facility meets the guidelines specified in the PIM Manuals.
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1.3.9 Generator Planned Outage.

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part, of
a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

1.3.9A Increment Bid.

“Increment Bid” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Bid results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point.

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal M arket Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PJM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that are
served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PJM..

1.3.11.01 Load Management.

“Load Management” shall mean either a Demand Resource (“DR”) or an Interruptible Load for
Reliability (“ILR”) resource, both as defined in the Reliability Assurance Agreement.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for the
purpose of participating in the PJM Interchange Energy Market.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component ofthe Locational Marginal Price, which is the effect on
transmission loss costs (whether positive or negative) associated with increasing the output of a
generation resource or decreasing the consumption by a Demand Resource based on the effect of
increased generation from or consumption by the resource on transmission losses, calculated as
specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.
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“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJIM Region.

1.3.12A M aximum Emergency.

“Maximum Emergency” shall mean the designation ofall or part of the output ofa generating unit
for which the designated output levels may require extraordinary procedures and therefore are
available to the Office of the Interconnection only when the Office of the Interconnection declares
a Maximum Generation Emergency and requests generation designated as Maximum Emergency
to run. The Office of the Interconnection shall post on the PJM website the

aggregate amount of megawatts that are classified as Maximum Emergency.

1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the O ffice ofthe
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical

power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect and
being used to calculate the distribution of energy, over specific transmission interfaces, from energy
transactions.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.
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“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part 11l of the PJIM Tariff, or transmission service comparable to
such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.18 Normal M aximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

“Offer Data” shall mean the scheduling, operations planning, dispatch, new resource, and other
data and information necessary to schedule and dispatch generation resources and Demand
Resource(s) for the provision of energy and other services and the maintenance of the reliability
and security of the transmission system in the PJM Region, and specified for submission to the
PJM Interchange Energy Market for such purposes by the Office of the Interconnection.

1.3.21 Office of the Interconnection Control Center.

“Office ofthe Interconnection Control Center” shall mean the equipment, facilities and
personnel used by the Office of the Interconnection to coordinate and direct the operation of the
PJM Region and to administer the PJM Interchange Energy Market, including facilities and
equipment used to communicate and coordinate with the Market Participants in connection with
transactions in the PJM Interchange Energy Market or the operation of the PJM Region.

1.3.21A On-Site Generators.

“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

“Operating Day” shall mean the daily 24 hour period beginning at midnight for which
transactions on the PJM Interchange Energy Market are scheduled.

1.3.23 Operating M argin.
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“Operating Margin” shall mean the incremental adjustments, measured in megawatts, required in
PJM Region operations in order to accommodate, on a first contingency basis, an operating
contingency in the PJIM Region resulting from operations in an interconnected Control Area. Such
adjustments may result in constraints causing Transmission Congestion Charges, or may result in
Ancillary Services charges pursuant to the PIJM Tariff.

1.3.24 Operating Margin Customer.

“Operating Margin Customer” shall mean a Control Area purchasing Operating Margin pursuant to
an agreement between such other Control Area and the LLC.

1.3.25 PJM Interchange.

“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to
this Agreement: (a) for a Market Participant that is a Network Service User, the amount by
which its hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller; or (e) the hourly scheduled deliveries of Spot Market Energy
to an External Market Buyer; or (f) the hourly scheduled deliveries to an Internal Market Buyer
that is not a Network Service User.

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

“PJM Interchange Import” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the
amount by which its hourly Equivalent Load exceeds the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service User,
the amount of its Spot Market Backup purchases; or (c) the hourly scheduled deliveries of Spot
Market Energy to an External Market Buyer; or (d) the hourly scheduled deliveries to an Internal
Market Buyer that is not a Network Service User.

1.3.28 PJM Open Access Same-time Information System.
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“PJIM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the PJM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

1.3.28A Planning Period Quarter.

“Planning Period Quarter” shall mean any of the following three month periods in the Planning
Period: June, July and August; September, October and November; December, January and
February; or March, Apriland May.

1.3.28B Planning Period Balance.

“Planning Period Balance” shall mean the entire period of time remaining in the Planning Period
following the month that a monthly auction is conducted.

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PIJM Tariff.

1.3.30 Ramping Capability.

“Ramping Capability”” shall mean the sustained rate of change of generator output, in megawatts per
minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of'the PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.
“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in the
Operating Day.
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1.3.30B.01  Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch ofthe PJM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability of'a specific generation resource or Demand Resource with
appropriate telecommunications, control and response capability to increase or decrease its output
or adjust load in response to a regulating control signal, in accordance with the

specifications in the PJM Manuals.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability or a change in
any other relevant factor that was not modeled pursuant to section 7.5 of Schedule 1 of this
Agreement in compliance with section 7.4.2(h) of Schedule 1 of this Agreement, and, if
modeled, would have increased the amount of stage 1 Auction Revenue Rights allocated
pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the foregoing
notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental Auction
Revenue Rights allocated pursuant to Part VI of the Tariff; and 2) Auction Revenue Rights
allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this
Schedule or the special membership provisions established under the Emergency Load Response
Program.

1.3.31A [Reserved.]

1.3.31B [Reserved.]

1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt

obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.
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“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site ofa
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for charging an Energy Storage Resource; or (iv) used in association with restoration or
black start service.

1.3.33B.01  Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02  Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the O ffice of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide
Synchronized Reserve, within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-scheduled Synchronized Reserve capability.

1.3.33B.03  System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,
which is the price at which the Market Seller has offered to supply an additional increment of
energy froma resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Transmission Congestion Charge.
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“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Transmission Congestion Credit.

“Transmission Congestion Credit” shall mean the allocated share oftotal Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.

“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.

1.3.37 Transmission Forced Outage.

“Transmission Forced Outage™ shall mean an immediate removal from service ofa transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJIM Manuals. A removal fromservice of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.

“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security
limit violations, as implemented by PJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.

1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading

Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJIM Region.

1.3.37C Transmission Loss Charge.

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network

Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity

froma generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.
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“Transmission Planned Outage™ shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PJIM Manuals.

1.3.39 Zonal Base Load.
“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an

annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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OA OPERATING AGREEMENT - OA SCHEDULE 1 - OA 1. MARKET OPERATIONS - OA 1.7 General.

1.7 General.

1.7.1 Market Sellers.

Only Market Sellers shall be eligible to submit offers to the Office of the Interconnection for the sale
of electric energy or related services in the PJIM Interchange Energy Market. Market Sellers shall
comply with the prices, terms, and operating characteristics of all Offer Data submitted to and
accepted by the PJM Interchange Energy Market.

1.7.2 Market Buyers.

Only Market Buyers shall be eligible to purchase energy or related services in the PJM
Interchange Energy Market. Market Buyers shall comply with all requirements for making
purchases from the PJM Interchange Energy Market.

1.7.2A Economic Load Response Participants.

Only Economic Load Response Participants shall be eligible to participate in the Real-time
Energy Market and the Day-ahead Energy Market by submitting offers to the Office of the
Interconnection to reduce demand.

1.7.3 Agents.

A Market Participant may participate in the PJM Interchange Energy Market through an agent,
provided that the Market Participant informs the Office of the Interconnection in advance in
writing of the appointment of such agent. A Market Participant participating in the PJIM
Interchange Energy Market through an agent shall be bound by all of the acts or representations of
such agent with respect to transactions in the PJM Interchange Energy Market, and shall ensure
that any such agent complies with the requirements of this Agreement.

1.7.4 General Obligations of the Market Participants.

@ In performing its obligations to the Office of the Interconnection hereunder, each Market
Participant shall at all times (i) follow Good Utility Practice, (i) comply with all applicable laws and
regulations, (iii) comply with the applicable principles, guidelines, standards and

requirements of FERC, NERC and Applicable Regional Reliability Councils, (iv) comply with the
procedures established for operation of the PJM Interchange Energy Market and PJM Region and
(v) cooperate with the Office of the Interconnection as necessary for the operation of the PJIM
Region in a safe, reliable manner consistent with Good Utility Practice.

(b) Market Participants shall undertake all operations in or affecting the PJIM Interchange
Energy Market and the PJM Region including but not limited to compliance with all Emergency
procedures, in accordance with the power and authority of the Office of the Interconnection with
respect to the operation of the PJM Interchange Energy Market and the PJM Region as
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established in this Agreement, and as specified in the Schedules to this Agreement and the PJIM
Manuals. Failure to comply with the foregoing operational requirements shall subject a Market
Participant to such reasonable charges or other remedies or sanctions for non-compliance as may be
established by the PJM Board, including legal or regulatory proceedings as authorized by the PJIM
Board to enforce the obligations of this Agreement.

(© The Office of the Interconnection may establish such committees with a representative of
each Market Participant, and the Market Participants agree to provide appropriately qualified
personnel for such committees, as may be necessary for the Office of the Interconnection to
perform its obligations hereunder.

d) All Market Participants shall provide to the Office of the Interconnection the scheduling
and other information specified in the Schedules to this Agreement, and such other information
as the Office of the Interconnection may reasonably require for the reliable and efficient
operation of the PJIM Region and PJM Interchange Energy Market, and for compliance with
applicable regulatory requirements for posting market and related information. Such information
shall be provided as much in advance as possible, but in no event later than the deadlines
established by the Schedules to this Agreement, or by the Office of the Interconnection in
conformance with such Schedules. Such information shall include, but not be limited to,
maintenance and other anticipated outages of generation or transmission facilities, scheduling
and related information on bilateral transactions and self-scheduled resources, and
implementation of active load management, interruption of load, and other load reduction
measures. The Office of the Interconnection shall abide by appropriate requirements for the
non-disclosure and protection of any confidential or proprietary information given to the Office
of the Interconnection by a Market Participant. Each Market Participant shall maintain or cause
to be maintained compatible information and communications systems, as specified by the
Office of the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive
information to the Office of the Interconnection in a timely manner.

(e) Subject to the requirements for Economic Load Response participants in section 1.5A
above, each Market Participant shall install and operate, or shall otherwise arrange for, metering
and related equipment capable of recording and transmitting all voice and data communications
reasonably necessary for the Office of the Interconnection to perform the services specified in

this Agreement. A Market Participant that elects to be separately billed for its PJIM Interchange
shall, to the extent necessary, be individually metered in accordance with Section 14 of this
Agreement, or shall agree upon an allocation of PJM Interchange between it and the Market
Participant through whose meters the unmetered Market Participant’s PJM Interchange is
delivered. The Office of the Interconnection shall be notified of the allocation by the foregoing
Market Participants.

U] Each Market Participant shall operate, or shall cause to be operated, any generating

resources owned or controlled by such Market Participant that are within the PJM Region or
otherwise supplying energy to or through the PJM Region in a manner that is consistent with the
standards, requirements or directions of the Office of the Interconnection and that will permit the
Office of the Interconnection to perform its obligations under this Agreement; provided,
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however, no Market Participant shall be required to take any action that is inconsistent with
Good Utility Practice or applicable law.

(9 Each Market Participant shall follow the directions of the Office of the Interconnection to
take actions to prevent, manage, alleviate or end an Emergency in a manner consistent with this
Agreement and the procedures of the PJIM Region as specified in the PJIM Manuals.

()  Each Market Participant shall obtain and maintain all permits, licenses or approvals
required for the Market Participant to participate in the PJM Interchange Energy Market in the
manner contemplated by this Agreement.

(i) Consistent with Section 36.1.1 of the PIM Tariff, to the extent its generating facility is
dispatchable, a Market Participant shall submit an Economic Minimum in the Real-time Energy
Market that is no greater than the higher of its physical operating minimum or its Capacity
Interconnection Rights, as that term is defined in the PIM Tariff, associated with such generating
facility under its Interconnection Service Agreement under Attachment O of the PJM Tariff or a
wholesale market participation agree ment.

1.7.5 Market Operations Center.

Each Market Participant shall maintain a Market Operations Center, or shall make appropriate
arrangements for the performance of such services on its behalf. A Market Operations Center
shall meet the performance, equipment, communications, staffing and training standards and
requirements specified in this Agreement for the scheduling and completion of transactions in

the PJM Interchange Energy Market and the maintenance of the reliable operation of the PJIM
Region, and shall be sufficient to enable (i) a Market Seller or an Economic Load Response
Participant to performall terms and conditions of its offers to the PJM Interchange Energy
Market, and (ii) a Market Buyer or an Economic Load Response Participant to conform to the
requirements for purchasing from the PJM Interchange Energy Market.

1.7.6 Scheduling and Dispatching.

@ The Office of the Interconnection shall schedule and dispatch in real-time generation
resources and/or Demand Resources economically on the basis of least-cost, security-constrained
dispatch and the prices and operating characteristics offered by Market Sellers, continuing until
sufficient generation resources and/or Demand Resources are dispatched to serve the PIM
Interchange Energy Market energy purchase requirements under normal system conditions of the
Market Buyers, as well as the requirements of the PJIM Region for ancillary services provided by
generation resources and/or Demand Resources, in accordance with this Agreement. Such
scheduling and dispatch shall recognize transmission constraints on coordinated flowgates
external to the Transmission System in accordance with Appendix A to the Joint Operating
Agreement between the Midwest Independent Transmission System Operator, Inc. and PJIM
Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38) and on other such flowgates that are
coordinated inaccordance with agreements between the LLC and other entities. Scheduling and
dispatch shall be conducted in accordance with this Agreement.
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(b) The Office of the Interconnection shall undertake to identify any conflict or
incompatibility between the scheduling or other deadlines or specifications applicable to the PJIM
Interchange Energy Market, and any relevant procedures of another Control Area, or any tariff
(including the PJM Tariff). Upon determining that any such conflict or incompatibility exists, the
Office of the Interconnection shall propose tariff or procedural changes, and undertake such other
efforts as may be appropriate, to resolve any such conflict or incompatibility.

(©) To protect its generation or distribution facilities, or local Transmission Facilities not
under the monitoring responsibility and dispatch control of the Office of the Interconnection, an
entity may request that the Office of the Interconnection schedule and dispatch generation or
reductions in demand to meet a limit on Transmission Facilities different from that which the
Office of the Interconnection has determined to be required for reliable operation of the
Transmission System. To the extent consistent with its other obligations under this Agreement,
the Office of the Interconnection shall schedule and dispatch generation and reductions in
demand in accordance with such request. An entity that makes a request pursuant to this section
1.7.6(c) shall be responsible for all generation and other costs resulting from its request that
would not have been incurred by operating the Transmission System and scheduling and
dispatching generation in the manner that the Office of the Interconnection otherwise has
determined to be required for reliable operation of the Transmission System.

1.7.7 Pricing.

The price paid for energy bought and sold in the PJM Interchange Energy Market and for
demand reductions will reflect the hourly Locational Marginal Price at each load and generation
bus, determined by the Office of the Interconnection in accordance with this Agreement.
Transmission Congestion Charges and Transmission Loss Charges, which shall be determined by
differences in Congestion Prices and Loss Prices inan hour, shall be calculated and collected,
and the revenues therefrom shall be disbursed, by the Office of the Interconnection in accordance
with this Schedule.

1.7.8 Generating Market Buyer Resources.

A Generating Market Buyer may elect to self-schedule its generation resources up to that
Generating Market Buyer’s Equivalent Load, in accordance with and subject to the procedures
specified in this Schedule, and the accounting and billing requirements specified in Section 3 to
this Schedule.

1.7.9 Delivery to an External Market Buyer.

A purchase of Spot Market Energy by an External Market Buyer shall be delivered to a bus or
buses at the electrical boundaries of the PJIM Region specified by the Office of the
Interconnection, or to load in such area that is not served by Network Transmission Service, using
Point-to-Point Transmission Service paid for by the External Market Buyer. Further delivery of
such energy shall be the responsibility of the External Market Buyer.
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1.7.10 Other Transactions.

@)

Bilateral Transactions.

(i)

(ii)

(iii)

(iv)

V)

In addition to transactions in the PJM Interchange Energy Market, Market
Participants may enter into bilateral contracts for the purchase or sale of
electric energy to or from each other or any other entity, subject to the
obligations of Market Participants to make Generation Capacity Resources
available for dispatch by the Office of the Interconnection. Such bilateral
contracts shall be for the physical transfer of energy to or froma Market
Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the
LLC’s rules relating to its eSchedules and Enhanced Energy Scheduler
tools.

For purposes of clarity, with respect to all bilateral contracts for the
physical transfer of energy to a Market Participant inside the PJM Region,
title to the energy that is the subject of the bilateral contract shall pass to
the buyer at the source specified for the bilateral contract, and the further
transmission of the energy or further sale of the energy into the
Interchange Energy Market shall be transacted by the buyer under the
bilateral contract. With respect to all bilateral contracts for the physical
transfer of energy to an entity outside the PJM Region, title to the energy
shall pass to the buyer at the border of the PJM Region and shall be
delivered to the border using transmission service. In no event shall the
purchase and sale of energy between Market Participants under a bilateral
contract constitute a transaction in the PJM Interchange Energy Market.

Market Participants that are parties to bilateral contracts for the purchase
and sale and physical transfer of energy reported to and coordinated with
the Office of the Interconnection under this Schedule shall use all
reasonable efforts, consistent with Good Utility Practice, to limit the
megawatt hours of such reported transactions to amounts re flecting the
expected load and other physical delivery obligations of the buyer under
the bilateral contract.

All payments and related charges for the energy associated with a bilateral
contract shall be arranged between the parties to the bilateral contract and
shall not be billed or settled by the Office of the Interconnection. Neither the
LLC nor the Members will assume financial responsibility for the

failure ofa party to perform obligations owed to the other party under a
bilateral contract reported and coordinated with the Office of the
Interconnection under this Schedule.

A buyer under a bilateral contract shall guarantee and indemnify the LLC
and the Members for the costs of any Spot Market Backup used to meet
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the bilateral contract seller’s obligation to deliver energy under the
bilateral contract and for which payment is not made to the LLC by the
seller under the bilateral contract, as determined by the Office of the
Interconnection. Upon any default in obligations to the LLC by a Market
Participant, the Office of the Interconnection shall (i) not accept any new
eSchedules or Enhanced Energy Scheduler reporting by the Market
Participant and (ii) terminate all of the Market Participant’s eSchedules
and Enhanced Energy Schedules associated with its bilateral contracts
previously reported to the Office of the Interconnection for all days where
delivery has not yet occurred. All claims regarding a buyer’s default to a
seller under a bilateral contract shall be resolved solely between the buyer
and the seller. Insuch circumstances, the seller may instruct the Office of
the Interconnection to terminate all of the eSchedules and Enhanced
Energy Schedules associated with bilateral contracts between buyer and
seller previously reported to the Office of the Interconnection. The Office
of the Interconnection shall assign its claims against a seller with respect
to a seller’s nonpayment for Spot Market Backup to a buyer the extent that
the buyer has made an indemnification payment to the O ffice of the
Interconnection with respect to the seller’s nonpayment.

(vi)  Bilateral contracts that do not contemplate the physical transfer of energy
to or froma Market Participant are not subject to this Schedule, shall not
be reported to and coordinated with the Office of the Interconnection, and
shall not in any way constitute a transaction in the PJM Interchange
Energy Market.

(b) Market Participants shall have Spot Market Backup with respect to all bilateral

transactions that contemplate the physical transfer of energy to or from a Market Participant, that are
not dynamically scheduled pursuant to Section 1.12 and that are curtailed or interrupted for any
reason (except for curtailments or interruptions through active load management for load located
within the PJM Region).

(c) To the extent the Office ofthe Interconnection dispatches a Generating Market Buyer’s
generation resources, such Generating Market Buyer may elect to net the output of such
resources against its hourly Equivalent Load. Such a Generating Market Buyer shall be deemed
a buyer fromthe PJM Interchange Energy Market to the extent of its PJIM Interchange Imports,
and shall be deemed a seller to the PJIM Interchange Energy Market to the extent of its PJIM
Interchange Exports.

(d) A Market Seller may self-supply Station Power for its generation facility in accordance
with the following provisions:

) A Market Seller may self-supply Station Power for its generation facility
during any month (1) when the net output of such facility is positive, or
(2) when the net output of such facility is negative and the Market Seller
during the same month has available at other of its generation facilities
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positive net output in anamount at least sufficient to offset fully such
negative net output. For purposes of'this subsection (d), “net output” ofa
generation facility during any month means the facility’s gross energy
output, less the Station Power requirements of such facility, during that
month. The determination ofa generation facility’s or a Market Seller’s
monthly net output under this subsection (d) will apply only to determine
whether the Market Seller self-supplied Station Power during the month
and will not affect the price of energy sold or consumed by the Market
Seller at any bus during any hour during the month. For each hour when a
Market Seller has positive net output and delivers energy into the
Transmission System, it will be paid the LMP at its bus for that hour for
all of the energy delivered. Conversely, for each hour when a Market
Seller has negative net output and has received Station Power from the
Transmission System, it will pay the LMP at its bus for that hour for all of
the energy consumed.

(i) Transmission Provider will determine the extent to which each affected
Market Seller during the month self-supplied its Station Power
requirements or obtained Station Power from third-party providers
(including affiliates) and will incorporate that determination in its
accounting and billing for the month. In the event that a Market Seller
self-supplies Station Power during any month in the manner described in
subsection (1) of subsection (d)(i) above, Market Seller will not use, and
will not incur any charges for, transmission service. Inthe event, and to
the extent, that a Market Seller self-supplies Station Power during any
month in the manner described in subsection (2) of subsection (d)(i) above
(hereafter referred to as “remote self-supply of Station Power”), Market
Seller shall use and pay for transmission service for the transmission of
energy in an amount equal to the facility’s negative net output from
Market Seller’s generation facility(ies) having positive net output. Unless
the Market Seller makes other arrangements with Transmission Provider
in advance, such transmission service shall be provided under Part Il of
the PIJM Tariff and shall be charged the hourly rate under Schedule 8 of
the PJM Tariff for Non-Firm Point-to-Point Transmission Service with an
election to pay congestion charges, provided, however, that no reservation
shall be necessary for such transmission service and the terms and charges
under Schedules 1, 1A, 2 through 6, 9 and 10 of the PJM Tariff shall not
apply to such service. The amount of energy that a Market Seller
transmits in conjunction with remote self-supply of Station Power will not
be affected by any other sales, purchases, or transmission of capacity or
energy by or for such Market Seller under any other provisions of the PJM
Tariff.

(i) A Market Seller may self-supply Station Power from its generation
facilities located outside of the PJIM Region during any month only if such
generation facilities in fact run during such month and Market Seller
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separately has reserved transmission service and scheduled delivery of the
energy from such resource in advance into the PJM Region.

1.7.11 Emergencies.

@) The Office of the Interconnection, with the assistance ofthe Members’ dispatchers as it
may request, shall be responsible for monitoring the operation of the PJIM Region, for declaring
the existence of an Emergency, and for directing the operations of Market Participants as
necessary to manage, alleviate or end an Emergency. The standards, policies and procedures of
the Office of the Interconnection for declaring the existence of an Emergency, including but not
limited to a Minimum Generation Emergency, and for managing, alleviating or ending an
Emergency, shall apply to all Members on a non-discriminatory basis. Actions by the Office of
the Interconnection and the Market Participants shall be carried out in accordance with this
Agreement, the NERC Operating Policies, Applicable Regional Reliability Council reliability
principles and standards, Good Utility Practice, and the PJM Manuals. A declaration that an
Emergency exists or is likely to exist by the Office of the Interconnection shall be binding on all
Market Participants until the Office of the Interconnection announces that the actual or
threatened Emergency no longer exists. Consistent with existing contracts, all Market
Participants shall comply with all directions from the Office of the Interconnection for the
purpose of managing, alleviating or ending an Emergency. The Market Participants shall
authorize the Office of the Interconnection to purchase or sell energy on their behalf to meet an
Emergency, and otherwise to implement agreements with other Control Areas interconnected
with the PJM Region for the mutual provision of service to meet an Emergency, in accordance
with this Agreement.

(b) To the extent load must be shed to alleviate an Emergency in a Control Zone, the Office of
the Interconnection shall, to the maximum extent practicable, direct the shedding of load

within such Control Zone. The Office of the Interconnection may shed load in one Control Zone to
alleviate an Emergency in another Control Zone under its control only as necessary after

having first shed load to the maximum extent practicable in the Control Zone experiencing the
Emergency and only to the extent that PJM supports other control areas (not under its control) in
those situations where load shedding would be necessary, such as to prevent isolation of facilities
within the Eastern Interconnection, to prevent voltage collapse, or to restore system frequency
following a system collapse; provided, however, that the Office of the Interconnection may not
order a manual load dump ina Control Zone solely to address capacity deficiencies in another
Control Zone. This subsection shall be implemented consistent with North American Electric
Reliability Council and applicable reliability council standards.

1.7.12 Fees and Charges.

Each Market Participant, except for Special Members, shall pay all fees and charges of the

Office of the Interconnection for operation of the PJIM Interchange Energy Market as determined by
and allocated to the Market Participant by the Office of the Interconnection in accordance

with Schedule 3.

1.7.13 Relationship to the PJM Region.
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The PJM Interchange Energy Market operates within and subject to the requirements for the
operation of the PJM Region.

1.7.14 PJM M anuals.

The Office of the Interconnection shall be responsible for maintaining, updating, and

promulgating the PJIM Manuals as they relate to the operation of the PJM Interchange Energy
Market. The PJIM Manuals, as they relate to the operation of the PJM Interchange Energy

Market, shall conformand comply with this Agreement, NERC operating policies, and

Applicable Regional Reliability Council reliability principles, guidelines and standards, and shall be
designed to facilitate administration of an efficient energy market within industry reliability
standards and the physical capabilities of the PJM Region.

1.7.15 Corrective Action.

Consistent with Good Utility Practice, the Office of the Interconnection shall be authorized to

direct or coordinate corrective action, whether or not specified in the PJIM Manuals, as necessary to
alleviate unusual conditions that threaten the integrity or reliability of the PJIM Region, or the
regional power system.

1.7.16 Recording.

Subject to the requirements of applicable State or federal law, all voice communications with the
Office of the Interconnection Control Center may be recorded by the Office of the
Interconnection and any Market Participant communicating with the O ffice of the
Interconnection Control Center, and each Market Participant hereby consents to such recording.

1.7.17 Operating Reserves.

@ The following procedures shall apply to any generation unit subject to the dispatch of the
Office of the Interconnection for which construction commenced before July 9, 1996, or any
Demand Resource subject to the dispatch of the Office of the Interconnection.

(b) The Office of the Interconnection shall schedule to the Operating Reserve and
loadfollowing objectives of the Control Zones of the PJM Region and the PJM Interchange Energy
Market in scheduling generation resources and/or Demand Resources pursuant to this Schedule. A
table of Operating Reserve objectives for each Control Zone is calculated and published

annually inthe PJIM Manuals. Reserve levels are probabilistically determined based on the
season’s historical load forecasting error and forced outage rates.

(© Nuclear generation resources shall not be eligible for Operating Reserve payments
unless: 1) the Office of the Interconnection directs such resources to reduce output, in which
case, such units shall be compensated in accordance with section 3.2.3(f) of this Schedule; or 2)
the resource submits a request for a risk premium to the Market Monitoring Unit under the
procedures specified in Section I11.B of Attachment M - Appendix. A nuclear generation
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resource (i) must submit a risk premium consistent with its agreement under such process, or, (ii)
if it has not agreed with the Market Monitoring Unit on an appropriate risk premium, may submit
its own determination of an appropriate risk premium to the Office of the Interconnection,
subject to acceptance by the Office of the Interconnection, with or without prior approval from
the Commission.

1.7.18 Regulation.

@) Regulation to meet the Regulation objective of each Regulation Zone shall be supplied
from generation resources and/or Demand Resources located within the metered electrical
boundaries of such Regulation Zone. Generating Market Buyers, and Market Sellers offering
Regulation, shall comply with applicable standards and requirements for Regulation capability
and dispatch specified in the PJIM Manuals.

(b) The Office of the Interconnection shall obtain and maintain for each Regulation Zone an
amount of Regulation equal to the Regulation objective for such Regulation Zone as specified in the
PJM Manuals.

(© The Regulation range of a generation unit or Demand Resource shall be at least twice the
amount of Regulation assigned.

(@ A generation unit capable of automatic energy dispatch that is also providing Regulation
shall have its energy dispatch range reduced by twice the amount of the Regulation provided.
The amount of Regulation provided by a generation unit shall serve to redefine the Normal
Minimum Generation and Normal Maximum Generation energy limits of that generation unit, in
that the amount of Regulation shall be added to the generation unit’s Normal Minimum
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit.

(e) Qualified Regulation must satisfy the verification tests described in the PJM Manuals.
1.7.19 Ramping.

A generator dispatched by the Office of the Interconnection pursuant to a control signal
appropriate to increase or decrease the generator’s megawatt output level shall be able to change
output at the ramping rate specified in the Offer Data submitted to the Office of the
Interconnection for that generator.

1.7.19A Synchronized Reserve.

@ Synchronized Reserve shall be supplied from generation resources and/or Demand
Resources located within the metered boundaries of the PIM Region. Generating Market
Buyers, and Market Sellers offering Synchronized Reserve shall comply with applicable
standards and requirements for Synchronized Reserve capability and dispatch specified in the
PJM Manuals.
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(b) The Office of the Interconnection shall obtain and maintain for each Synchronized
Reserve Zone an amount of Synchronized Reserve equal to the Synchronized Reserve objective for
such Synchronized Reserve Zone, as specified in the PIM Manuals.

()  The Synchronized Reserve capability of a generation resource and Demand Resource
shall be the increase in energy output or load reduction achievable by the generation resource
and Demand Resource within a continuous 10-minute period.

(d) A generation unit capable of automatic energy dispatch that also is providing

Synchronized Reserve shall have its energy dispatch range reduced by the amount of the
Synchronized Reserve provided. The amount of Synchronized Reserve provided by a generation
unit shall serve to redefine the Normal Maximum Generation energy limit of that generation unit in
that the amount of Synchronized Reserve provided shall be subtracted from its Normal

Maximum Generation energy limit.

1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and
Dayahead Scheduling Reserves.

@ In addition to transactions in the Regulation market, Synchronized Reserve market, and
Day-ahead Scheduling Reserves Market, Market Participants may enter into bilateral contracts
for the purchase or sale of Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves to or from each other or any other entity. Such bilateral contracts shall be for the
physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to or
froma Market Participant and shall be reported to and coordinated with the Office of the
Interconnection in accordance with this Schedule and pursuant to the LLC’s rules relating to its
eMarket tools.

(b) For purposes of clarity, with respect to all bilateral contracts for the physical transfer of
Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves to a Market Participant in
the PJM Region, title to the product that is the subject of the bilateral contract shall pass to the
buyer at the source specified for the bilateral contract, and any further transactions associated
with such products or further sale of such Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves in the markets for Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves, respectively, shall be transacted by the buyer under the bilateral contract.
In no event shall the purchase and sale of Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves between Market Participants under a bilateral contract constitute a
transaction in PJM’s markets for Regulation, Synchronized Reserve, or Day-ahead Scheduling
Reserves.

(©) Market Participants that are parties to bilateral contracts for the purchase and sale and
physical transfer of Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves
reported to and coordinated with the Office of the Interconnection under this Schedule shall use
all reasonable efforts, consistent with Good Utility Practice, to limit the amounts of such reported
transactions to amounts reflecting the expected requirements for Regulation, Synchronized
Reserve, or Day-ahead Scheduling Reserves of the buyer pursuant to such bilateral contracts.
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(d) All payments and related charges for the Regulation, Synchronized Reserve, or Day-
ahead Scheduling Reserves associated with a bilateral contract shall be arranged between the
parties to the bilateral contract and shall not be billed or settled by the Office of the
Interconnection. The LLC and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a bilateral contract
reported and coordinated with the Office of the Interconnection under this Schedule.

(e A buyer under a bilateral contract shall guarantee and indemnify the LLC and the
Members for the costs of any purchases by the seller under the bilateral contract in the markets
for Regulation, Synchronized Reserve, or Day-ahead Scheduling Reserves used to meet the
bilateral contract seller’s obligation to deliver Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves under the bilateral contract and for which payment is not made to by the
seller under the bilateral contract, as determined by the Office of the Interconnection. Upon any
default in obligations to the LLC by a Market Participant, the Office of the Interconnection shall
(1) not accept any new eMarket reporting by the Market Participant and (ii) terminate all of the
Market Participant’s reporting of eMarkets schedules associated with its bilateral contracts
previously reported to the Office of the Interconnection for all days where delivery has not yet
occurred. All claims regarding a buyer’s default to a seller under a bilateral contract shall be
resolved solely between the buyer and the seller. Insuch circumstances, the seller may instruct
the Office of the Interconnection to terminate all of the reported eMarkets schedules associated
with bilateral contracts between buyer and seller previously reported to the Office of the
Interconnection.

U] Market Participants shall purchase Regulation, Synchronized Reserve, or Day-ahead
Scheduling Reserves from PJM’s markets for Regulation, Synchronized Reserve, Day-ahead
Scheduling Reserves, in quantities sufficient to complete the delivery or receipt obligations ofa
bilateral contract that has been curtailed or interrupted for any reason, with respect to all bilateral
transactions that contemplate the physical transfer of Regulation, Synchronized Reserve, or
Dayahead Scheduling Reserves to or from a Market Participant.

1.7.20 Communication and Operating Requirements.

@ Market Participants. Each Market Participant shall have, or shall arrange to have, its
transactions in the PJM Interchange Energy Market subject to control by a Market Operations
Center, with staffing and communications systems capable of real-time communication with the
Office of the Interconnection during normal and Emergency conditions and of control of the
Market Participant’s relevant load or facilities sufficient to meet the requirements of'the Market
Participant’s transactions with the PJM Interchange Energy Market, including but not limited to the
following requirements as applicable.

(b) Market Sellers selling from generation resources and/or Demand Resources within the
PJM Region shall: report to the Office of the Interconnection sources of energy and Demand
Resources available for operation; supply to the Office of the Interconnection all applicable
Offer Data; report to the Office of the Interconnection generation resources and Demand
Resources that are self-scheduled; with respect to generation resources, report to the Office of
the Interconnection bilateral sales transactions to buyers not within the PJIM Region; confirm to
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the Office of the Interconnection bilateral sales to Market Buyers within the PJM Region;
respond to the Office of'the Interconnection’s directives to start, shutdown or change output
levels of generation units, or change scheduled voltages or reactive output levels of generation
units, or reduce load from Demand Resources; continuously maintain all Offer Data concurrent
with on-line operating information; and ensure that, where so equipped, generating equipment
and Demand Resources are operated with control equipment functioning as specified in the PJIM
Manuals.

(©) Market Sellers selling from generation resources outside the PJIM Region shall: provide
to the Office of the Interconnection all applicable Offer Data, including offers specifying
amounts of energy available, hours of availability and prices of energy and other services;
respond to Office of the Interconnection directives to schedule delivery or change delivery
schedules; and communicate delivery schedules to the Market Seller’s Control Area.

(d) Market Participants that are Load Serving Entities or purchasing on behalf of Load
Serving Entities shall: respond to Office of the Interconnection directives for load management
steps; report to the Office of the Interconnection Generation Capacity Resources to satisfy
capacity obligations that are available for pool operation; report to the Office of the
Interconnection all bilateral purchase transactions; respond to other Office of the Interconnection
directives such as those required during Emergency operation.

(e Market Participants that are not Load Serving Entities or purchasing on behalf of Load
Serving Entities shall: provide to the Office of the Interconnection requests to purchase specified
amounts of energy for each hour of the Operating Day during which it intends to purchase from the
PJM Interchange Energy Market, along with Dispatch Rate levels above which it does not

desire to purchase; respond to other Office of the Interconnection directives such as those

required during Emergency operation.

® Economic Load Response Participants are responsible for maintaining demand reduction
information, including the amount and price at which demand may be reduced. The Economic
Load Response Participant shall provide this information to the Office of the Interconnection by
posting it on the Load Response Program Registration link of the PJM website as required by the
PJM Manuals. The Economic Load Response Participant shall notify the Office of the
Interconnection of a demand reduction concurrent with, or prior to, the beginning of such
demand reduction in accordance with the PJM Manuals. Inthe event that an Economic Load
Response Participant chooses to measure load reductions using a Customer Baseline Load, the
Economic Load Response Participant shall inform the Office of the Interconnection ofa change in
its operations or the operations of the end-use customer that would affect a relevant Customer
Baseline Load as required by the PJIM Manuals.

Page 61








