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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. ER17-1372-000
Governing Document Corrections and Clarifications

Dear Secretary Bose:

Pursuant to Section 205 of the Federal Power Act, 16 U.S.C. § 824d (2000), and the 

Federal Energy Regulatory Commission’s (“Commission”) Regulations, 18 C.F.R. Part 35 

(2011), PJM Interconnection, L.L.C. (“PJM”) hereby submits for filing numerous non-

substantive, clerical, ministerial and substantive revisions to correct, clarify and/or make 

consistent certain provisions contained within the PJM Open Access Transmission Tariff 

(“Tariff”), Amended and Restated Operating Agreement of PJM Interconnection, L.L.C. 

(“Operating Agreement”) and Reliability Assurance Agreement Among Load Serving Entities in 

the PJM Region (“RAA”) (collectively, the “Governing Documents”).  PJM requests that the 

Commission issue its order accepting the enclosed revisions by no later than May 31, 2017, more 

than sixty (60) days from the date of this filing, with an effective date of June 1, 2017 for all 

revisions.  

I. BACKGROUND AND NEED FOR FILING

Over the course of the past several years, PJM has undertaken a comprehensive review of 

the definitions, and certain other provisions, contained within its Governing Documents to 

determine whether revisions were needed to ensure definitions and provisions were clear, 
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consistent, and accurately reflected PJM’s current practices and procedures.  PJM has used its 

Governing Documents Enhancement Subcommittee (“GDECS”) stakeholder process to review 

these proposed revisions.  To date, PJM has submitted several filings to correct and clarify 

definitions and other provisions identified that were ambiguous, incorrect or required 

clarification, which the Commission has accepted.1  

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

stakeholder process as a means through which to continually review and make non-controversial, 

substantive and non-substantive revisions to the Governing Documents.2  Through these ongoing 

efforts, PJM has come up with a number of additional revisions that are needed to ensure that all 

stakeholders clearly understand the provisions of each Governing Document at issue, which 

would in turn result in the avoidance of potential violations of the terms of each governing 

document due to a definition being misinterpreted.  Other proposed revisions would correct 

incorrect language that does not accurately describe the current processes that PJM utilizes, some 

of which are detailed in the PJM Manuals, in an effort to eliminate inconsistencies between 

definitions and other provisions within the Governing Documents. PJM determined that the 

language of each of the definitions and provisions that are the subject of this filing could and 

should be improved to ensure clarity of the applicability of the definitions and provisions as 

intended.

                                                
1 PJM Interconnection, L.L.C., Delegated Letter Order, Docket No. ER16-1737-000, June 20, 2016; PJM 
Interconnection, L.L.C., 155 FERC ¶ 61,303 (2016) (accepting all proposed revisions except one).

2 See PJM, GDECS Charter, at http://www.pjm.com/~/media/committees-groups/subcommittees/gdecs/20151023/ 
20151023-charter.ashx (indicating that meetings will be held as needed and that expected duration of the work of the 
subcommittee to be “indefinite.”)  
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II. PROPOSED REVISIONS

The proposed revisions delete obsolete provisions and terms, eliminate ambiguity, 

modify incorrect references, replace previously undefined terms with defined terms, correct 

formatting errors and otherwise clarify provisions.  

For example, PJM proposes to incorporate or expand the existing introductory paragraphs 

in the definition section of each of the Governing Documents to make clear that if a capitalized 

term in that particular document is not defined therein but is defined in one of the other 

Governing Documents, the term shall have the meaning as set forth in that other Governing 

Document.

In addition, PJM proposes to correct references from “business day(s)” to “Business 

Day(s)” throughout the Governing Documents since Business Day is now defined in the Tariff as 

follows:  “A Business Day is a day in which the Federal Reserve System is open for business and 

is not a scheduled PJM holiday.”  This revision will eliminate any confusion with regard to 

whether the lower case references to business day mean something different than the defined 

term Business Day.  This revision will also clarify the meaning of the term in an instance in 

which a Member has a holiday but PJM does not have the same holiday because in that case, 

while the day in question would not be a business day for the Member it would be a business day 

for PJM and could cause confusion with regard to a deadline in the governing documents without 

specific reference to the defined term Business Day.  These are not intended to be substantive 

changes to the provisions in question, but merely clarification that the “business day” which is 

referred to has the same meaning as the defined term Business Day.

For ease of review of the many proposed revisions, PJM provides a chart appended

hereto as Attachment A, which describes the vast majority of the proposed revisions, the 
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Governing Document in which the revision is being made, the current language, and the rationale 

for making the referenced changes. 

PJM notes that some of the proposed revisions in this filing were inadvertently not taken

through the PJM stakeholder process due to administrative oversight because the referenced 

sections were revised in the middle of the stakeholder process during which PJM presented the 

revisions reflected in Attachment A, but PJM did not update the chart to reflect the updated 

provisions.  To avoid confusion, PJM has included those revisions in a chart appended hereto as 

Attachment B, which describes the proposed revision, the Governing Document in which the 

revision is being made, the current language, the rationale for making the referenced changes, 

and an explanation for why those proposed revisions were not taken through the PJM stakeholder 

process.  

III. STAKEHOLDER PROCESS

PJM worked with its stakeholders through the GDECS between September 2016 and

December 2016 to review changes that were needed to PJM’s definitions.  PJM discussed the 

proposed revisions and rationale for each proposed revision with stakeholders in the GDECS 

during this timeframe, and made revisions to some of the proposed revisions based on 

stakeholder feedback.  The proposed revisions were then presented to, and discussed with, the 

Markets and Reliability Committee (“MRC”) and the Members Committee (“MC”) between 

December 2016 and February 2017.  The MRC endorsed the revisions described in Attachment 

A by acclamation with no objections and one abstention at its January 26, 2017 meeting.  As

required by RAA, section 16.4, the PJM Board of Managers approved the revisions to the RAA, 

contingent upon stakeholder endorsement of the revisions, at its meeting held on February 15, 

2017.  The MC endorsed the revisions to the Tariff and RAA, and approved the revisions to the 
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Operating Agreement, reflected in Attachment A by acclamation with no objections and no

abstentions at its February 23, 2017 meeting.  

As indicated above, stakeholders did not endorse or approve the revisions reflected in 

Attachment B to change “business day” to “Business Day” due to administrative oversight.  

Nevertheless, given that they are identical to other revisions that stakeholders did approve in the 

same sections, PJM believes stakeholders would not object to those changes also being included 

in this filing.  Stakeholders also did not approve the correction of several other errors that are 

described in Attachment B that are required to make the Tariff and Operating Agreement 

consistent, as explained in the detailed rationale reflected in Attachment B. To the extent a 

stakeholder objects to those revisions being made in this proceeding, PJM will re-submit them in 

a later filing should the Commission require.

IV. PROPOSED EFFECTIVE DATES

PJM proposes an effective date of June 1, 2017 for the proposed Tariff, Operating 

Agreement and RAA revisions referenced herein.  PJM requests that the Commission issue an 

order on this filing by May 31, 2017.

V. DOCUMENTS ENCLOSED

This filing consists of the following:  

1. This transmittal letter:

2. A chart describing proposed Tariff, Operating Agreement and RAA revisions in 
detail (as Attachment A); 

3. A chart describing additional proposed Tariff, Operating Agreement and RAA 
revisions in detail (as Attachment B); 

4. Electronic versions of the revisions to the Tariff, Operating Agreement and RAA 
in marked (showing the changes) form (as Attachment C); and

5. Electronic versions of the revisions to the Tariff, Operating Agreement and RAA 
in clean form (as Attachment D).  
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VI. CORRESPONDENCE AND COMMUNICATIONS

Correspondence and communications regarding this filing should be sent to the following 

individuals:

Craig Glazer
Vice President, Federal Government Policy
PJM Interconnection, L.L.C.
1200 G Street, N.W.
Suite 600 
Washington, D.C. 20005
(202) 423-4743
craig.glazer@pjm.com

Jacqulynn B.  Hugee
Associate General Counsel
PJM Interconnection, L.L.C.
2750 Monroe Boulevard
Audubon, PA 19403
(610) 666-8208
jacqulynn.hugee@pjm.com

VII. SERVICE

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

regulatory commissions in the PJM region by posting this filing electronically.  In accordance 

with the Commission’s regulations,3 PJM will post a copy of this filing to the FERC filings 

section of its internet site, at the following link:  http://www.pjm.com/documents/ferc-

manuals/ferc-filings.aspx with a specific link to the newly-filed document, and will send an e-

mail on the same date as this filing to all PJM members and all state utility regulatory 

commissions in the PJM region4 alerting them this filing has been made by PJM and is available 

by following such link.  If the document is not immediately available by using the referenced 

link, the document will be available through the referenced link within twenty-four hours of the 

filing.  A copy of this filing will be available on the Commission’s eLibrary website at the 

following link: http://www.ferc.gov/docs-filing/elibrary.asp in accordance with the 

Commission’s regulations and Order No. 714.

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

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

Accordingly, PJM requests that the Commission accept the revisions to the Tariff,

Operating Agreement and RAA, as described herein, and issue an order by no later than May 31, 

2017, effective June 1, 2017, as discussed herein.

  Respectfully submitted,

/s/ Jacqulynn B. Hugee
Craig Glazer
Vice President, Federal Government Policy
PJM Interconnection, L.L.C.
1200 G Street, N.W.
Suite 600 
Washington, D.C. 20005
(202) 423-4743
craig.glazer@pjm.com

Jacqulynn B.  Hugee
Associate General Counsel
PJM Interconnection, L.L.C.
2750 Monroe Boulevard
Audubon, PA 19403
(610) 666-8208
jacqulynn.hugee@pjm.com



ATTACHMENT A 

Proposed Clean-Up, Clarification and Corrections to Governing Documents 
 

 

 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

1.  RAA, Schedule 8.1, 
Paragraph H 
(Annexation of service 
territory by Public 
Power Entity) 

2. In the event a Public Power Entity that is an FRR Entity annexes service 
territory to include load from a Party that has not elected the FRR Alternative, 
then: 
 
     a. For any Delivery Year for which a Base Residual Auction already has 
been conducted, such acquiring FRR Entity shall meet its obligations for the 
incremental load by paying PJM for incremental obligations (including any 
additional demand curve obligation) at the Capacity Resource Clearing Price 
for the relevant location. Any such revenues shall be used to pay Capacity 
Resources that cleared in the Base Residual Auction for that LDA. 
 
     b. For any Delivery Year for which a Base Residual Auction has not been 
conducted, such acquiring FRR Entity shall include such incremental load in 
its FRR Capacity Plan. 
 
3. Annexation whereby a Party that has not elected the FRR Alternative 
acquires load from an FRR entity: 
 
     a. For any Delivery Year for which a Base Residual Auction already has 
been conducted, PJM would consider shifted load as unanticipated load 
growth for purposes of determining whether to hold a Second Incremental 
Auction. If a Second Incremental Auction is held, FRR entity would have a 
must offer requirement for sufficient capacity to meet the load obligation of 
such shifted load. If no Second Incremental Auction is conducted, the FRR 
Entity may sell the associated quantity of capacity into an RPM Auction or 
bilaterally.  
 
    b. For any Delivery Year for which a Base Residual Auction has not been 
conducted, the FRR Entity that lost such load would no longer include such 
load in its FRR Capacity Plan, and PJM would include such shifted load in 

2. In the event a Public Power Entity that is an FRR Entity annexes service 
territory to include load from a Party that has not elected the FRR Alternative, 
then: 
 
     a. For any Delivery Year for which a Base Residual Auction already has 
been conducted, such acquiring FRR Entity shall pay a Locational Reliability 
Charge for the acquired load meet its obligations for the incremental load by 
paying PJM for incremental obligations (including any additional demand 
curve obligation) at the Capacity Resource Clearing Price for the relevant 
location. Any such revenues shall be used to pay Capacity Resources that 
cleared in the Base Residual Auction for that LDA. 
 
     b. For any Delivery Year for which a Base Residual Auction has not been 
conducted, such acquiring FRR Entity shall include such incremental load in 
its FRR Capacity Plan. 
 
3. Annexation whereby a Party that has not elected the FRR Alternative 
acquires load from an FRR Eentity: 
 
     a. For any Delivery Year for which a Base Residual Auction already has 
been conducted, PJM would consider shifted load as unanticipated load 
growth for purposes of determining the RTO/LDA Reliability Requirements, 
Limited Resource and Sub-Annual Constraints for the 2017/2018 Delivery 
Year, and Base Capacity Demand Resource Constraint and Base Capacity 
Resource Constraint for the 2018/2019 and 2019/2020 Delivery Years in all 
future Incremental Auctions for such Delivery Years, and such shifted load 
shall pay a Locational Reliability Charge.  whether to hold a Second 
Incremental Auction. If a Second Incremental Auction is held, For the next 
Incremental Auction, the FRR Eentity would have a must offer requirement for 
a fixed amount of unforced capacity equal to the shifted load times the 

These changes bring this section 
up to the present with respect to 
the Incremental Auction structure 
that currently exists.  When it 
was originally written, there was 
only one Incremental Auction – 
the Second Incremental Auction 
– in which PJM bought capacity.  
These changes are meant to 
reflect the current structure. 
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Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

future BRAs. updated Forecast Pool Requirement applicable to the next Incremental 
Auction.  The FRR Entity would continue to have a must offer requirement for 
all future Incremental Auctions for such Delivery Year; however, the must offer 
requirement would terminate once the FRR Entity cleared the required fixed 
amount of Unforced Capacity in Incremental Auction(s) for such Delivery 
Yearsufficient capacity to meet the load obligation of such shifted load. If no 
Second Incremental Auction is conducted, the FRR Entity may sell the 
associated quantity of capacity into an RPM 
Auction or bilaterally.  
 
    b. For any Delivery Year for which a Base Residual Auction has not been 
conducted, the FRR Entity that lost such load would no longer include such 
load in its FRR Capacity Plan, and PJM would include such shifted load in 
future BRAs. 
 

2.  Tariff, Part I, § 1 
(Definitions) 

 

Tariff, Attachment DD, 
§14 (Conversion of 
Capacity Credits) 

Tariff, § 1 
 
Capacity Credit: 
“Capacity Credit” shall have the meaning specified in Schedule 11 of the 
Operating Agreement, including Capacity Credits obtained prior to the 
termination of such Schedule applicable to periods after the termination of 
such Schedule. 
 
 
*** 
Tariff, Att. DD, § 14 
 
14. CONVERSION OF CAPACITY CREDITS FROM PRIOR CAPACITY 
ADEQUACY REGIME  
 
14.1 Purpose 
Capacity Credits shall not be accepted as satisfaction of the Daily Unforced 

Tariff, § 1 
 
Capacity Credit: 
“Capacity Credit” shall have the meaning specified in Schedule 11 of the 
Operating Agreement, including Capacity Credits obtained prior to the 
termination of such Schedule applicable to periods after the termination of 
such Schedule. 
 
 
*** 
Tariff, Att. DD, § 14 
 
14. Reserved. CONVERSION OF CAPACITY CREDITS FROM PRIOR 
CAPACITY ADEQUACY REGIME  
 
14.1 Purpose 
Capacity Credits shall not be accepted as satisfaction of the Daily Unforced 

PJM proposes removing the 
definition of Capacity Credit, as 
well as the only section it was 
used in, (OATT, Att. DD, section 
14) as the term was developed 
as part of the transition to RPM 
and is no longer needed.  
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Title 

Current Language Proposed Revisions Rationale 

Capacity Obligation of any LSE. Parties to Capacity Credit transactions may 
agree bilaterally to convert such transactions on a basis that permits them to 
clear in a Reliability Pricing Model Auction, or may 
settle such transactions financially as described in section 14.2. 
 
14.2 Settlement 
For the 2007/2008 Delivery Year, only Capacity Credits confirmed by the 
Office of the Interconnection to have been entered into prior to April 1, 2006 
will be settled based on the marginal value of system capacity ($/MW-day) as 
determined under section 5.14(a) in the Base Residual Auction for such 
Delivery Year, plus any Locational Price Adder determined in such auction for 
the Locational Deliverability Area that corresponds to the Mid-Atlantic Region 
plus the Allegheny Power System Zone. The party that purchased such 
Capacity Credit shall receive this value multiplied by the megawatt quantity of 
the Capacity Credit, for the duration of such transaction. The party that sold 
such Capacity Credit shall be assessed this value, multiplied by the megawatt 
quantity of the Capacity Credit, for the duration of such transaction. For the 
2008/2009 Delivery Year, and thereafter, Capacity Credits will be settled 
based on the marginal value of system capacity ($/MW-day) as determined 
under section 5.14(a) in the Base Residual Auction for such Delivery Year. 
The party that purchased such Capacity Credit shall receive this value 
multiplied by the megawatt quantity of the Capacity Credit, for the duration of 
the transaction. The party that sold such Capacity Credit will be assessed this 
value multiplied by the megawatt quantity of the Capacity Credit, for the 
duration of the transaction.  
 

Capacity Obligation of any LSE. Parties to Capacity Credit transactions may 
agree bilaterally to convert such transactions on a basis that permits them to 
clear in a Reliability Pricing Model Auction, or may 
settle such transactions financially as described in section 14.2. 
 
14.2 Settlement 
For the 2007/2008 Delivery Year, only Capacity Credits confirmed by the 
Office of the Interconnection to have been entered into prior to April 1, 2006 
will be settled based on the marginal value of system capacity ($/MW-day) as 
determined under section 5.14(a) in the Base Residual Auction for such 
Delivery Year, plus any Locational Price Adder determined in such auction for 
the Locational Deliverability Area that corresponds to the Mid-Atlantic Region 
plus the Allegheny Power System Zone. The party that purchased such 
Capacity Credit shall receive this value multiplied by the megawatt quantity of 
the Capacity Credit, for the duration of such transaction. The party that sold 
such Capacity Credit shall be assessed this value, multiplied by the megawatt 
quantity of the Capacity Credit, for the duration of such transaction. For the 
2008/2009 Delivery Year, and thereafter, Capacity Credits will be settled 
based on the marginal value of system capacity ($/MW-day) as determined 
under section 5.14(a) in the Base Residual Auction for such Delivery Year. 
The party that purchased such Capacity Credit shall receive this value 
multiplied by the megawatt quantity of the Capacity Credit, for the duration of 
the transaction. The party that sold such Capacity Credit will be assessed this 
value multiplied by the megawatt quantity of the Capacity Credit, for the 
duration of the transaction. 

3.  Tariff, Schedule 9-
2(b)  (Financial 
Transmission Rights 
Administration 
Service) 

b)   PJM will charge each user of Financial Transmission Rights 
Administration Service each month a charge equal to: (i) the FTR Service 
Rate, Component 1, as stated below, times the quantity in megawatts of all 
FTRs held by such user in each hour of such month, summed for each hour 
that such user holds FTRs during such month during the time period such 
FTR is in effect; plus (ii) the FTR Service Rate, Component 2, as stated 

b)   PJM will charge each user of Financial Transmission Rights 
Administration Service each month a charge equal to: (i) the FTR Service 
Rate, Component 1, as stated below, times the quantity in megawatts of all 
FTRs held by such user in each hour of such month, summed for each hour 
that such user holds FTRs during such month during the time period such 
FTR is in effect the FTR Holder’s total FTRs in megawatt-hours during such 

This is a clarifying change.  The 
existing language is confusing 
and can more simply stated as 
proposed. 
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Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

below, times the sum of (1) the number of hours in all bids to buy Financial 
Transmission Rights Obligations submitted by such user during such month, 
plus (2) five times the number of hours in all  bids to buy Financial 
Transmission Rights Options submitted by such user during such month.  This 
charge applies to all bids submitted into any round of the Annual FTR Auction 
and to all bids submitted into the applicable monthly FTR Auction. 
 

month; plus (ii) the FTR Service Rate, Component 2, as stated below, times 
the sum of (1) the number of hours in all bids to buy Financial Transmission 
Rights Obligations submitted by such user during such month, plus (2) five 
times the number of hours in all  bids to buy Financial Transmission Rights 
Options submitted by such user during such month.  Component 1 of this 
charge applies to all bids submitted into any round of the Long-term, Annual, 
or monthly FTR Auctions; Component 2 of tThis charge applies to all bids 
submitted into any round of the Annual FTR Auction and to all bids submitted 
into the applicable monthly FTR Auction. 
 

 

4.  Tariff, Att. K-App., 
§1.7.4 (General 
Obligations of the 
Market Participants) 

Operating Agreement, 
Schedule 1, §1.7.4 
(General Obligations 
of the Market 
Participants) 

(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. 

(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. 

 

The rationale for all of this is 
that the references to the 
definitions in other governing 
agreements in which a defined 
term is defined will no longer be 
needed since PJM has 
proposed revisions to 
incorporate or revise the 
introductory paragraph in the 
beginning of each governing 
agreement that says if a term is 
not defined therein, the term 
shall have the meaning 
ascribed to it in another 
governing agreement.  
Specifically, the following were 
already first read at the 
September 2016 GDECS 
meeting, and are being second 
read at the October 2016 
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GDECS meeting: 

Operating Agreement, 
Section 1 (Definitions)  
Unless the context otherwise 
specifies or requires, capitalized 
terms used in this Agreement 
shall have the respective 
meanings assigned herein or in 
the Schedules hereto, or in the 
PJM Tariff or RAA if not 
otherwise defined in this 
Agreement, for all purposes of 
this Agreement (such definitions 
to be equally applicable to both 
the singular and the plural forms 
of the terms defined). Unless 
otherwise specified, all 
references herein to sections, 
Schedules, Exhibits or 
Appendices are to sections, 
Schedules, Exhibits or 
Appendices of this Agreement. 
As used in this Agreement: 

RAA, Article 1 (Definitions) 
Unless the context otherwise 
specifies or requires, capitalized 
terms used herein shall have 
the respective meanings 
assigned herein or in the 
Schedules hereto, or in the PJM 
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Tariff or PJM Operating 
Agreement if not otherwise 
defined in this Agreement, for 
all purposes of this Agreement 
(such definitions to be equally 
applicable to both the singular 
and the plural forms of the 
terms defined).  Unless 
otherwise specified, all 
references herein to Articles, 
sections or Schedules, are to 
Articles, sections or Schedules 
of this Agreement. As used in 
this Agreement: 
 
Tariff, Section 1 (Definitions) 
Unless the context otherwise 
specifies or requires, capitalized 
terms used in this PJM Tariff 
shall have the respective 
meanings assigned herein or in 
the Schedules hereto, or in the 
PJM Operating Agreement  or 
RAA if not otherwise defined in 
this PJM Tariff, for all purposes 
of this PJM Tariff (such 
definitions to be equally 
applicable to both the singular 
and the plural forms of the 
terms defined). Unless 
otherwise specified, all 
references herein to sections, 
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Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

Schedules, Exhibits or 
Appendices are to sections, 
Schedules, Exhibits or 
Appendices of this Agreement. 

5.  Tariff, Att. K-App., 
§7.1A.3 (Products) 

Operating Agreement, 
Schedule 1, §7.1A.3 
(Products) 

(i) The periods covered by long-term Financial Transmission Rights auctions 
shall be: (1) any single Planning Period within the three Planning Period term 
covered by the relevant auction; and (2) the three Planning Period term 
covered by the relevant auction.  

(ii) On-Peak, off-peak and 24-hour Financial Transmission Rights obligations, 
as defined in Section 7.3.4 of Schedule 1 of this Agreement, shall be offered 
in long-term Financial Transmission Rights auctions; Financial Transmission 
Rights options shall not be offered. 

(i) The periods covered by long-term Financial Transmission Rights auctions 
shall be: (1) any single Planning Period within the three Planning Period term 
covered by the relevant auction; and (2) the three Planning Period term 
covered by the relevant auction.  

(ii) On-Peak, off-peak and 24-hour Financial Transmission Rights 
Oobligations, as defined in Section 7.3.4 of Schedule 1 of this Agreement, 
shall be offered in long-term Financial Transmission Rights auctions; Financial 
Transmission Rights options shall not be offered. 

Financial Transmission Rights 
Obligations are not defined in 
Operating Agreement, Schedule 
1, section 7.3.4, and the parallel 
provision of Tariff, Att. K-
Appendix, but they are described 
there.  The correct defined term 
in Tariff, Part I, section 1 and 
Operating Agreement, section 1, 
is Financial Transmission Right 
Obligation – revisions are being 
made to use the correct defined 
term. 

6.  Tariff, Att. K-App., 
§7.4.2 (Auction 
Revenue Rights) 

Operating Agreement, 
Schedule 1, §7.4.2 
(Auction Revenue 
Rights) 

 

(f) A Qualifying Transmission Customer shall be any customer with an 
agreement for LongTerm Point-to-Point Transmission Service, as defined in 
the PJM Tariff, used to deliver energy from a designated Network Resource 
located either outside or within the PJM Region to load located either outside 
or within the PJM Region, and that was confirmed and in effect during the 
historical reference year for the Zone in which the resource is located.  

. . .  

(j) Long-Term Firm Point-to-Point Transmission Service customers that are 
not Qualifying Transmission Customers and Network Service Users serving 
Non-Zone Network Load may participate in stage 1 of the annual allocation of 
Auction Revenue Rights pursuant to Section 7.4.2(a)-(c) of Schedule 1 of this 

(f) A Qualifying Transmission Customer shall be any customer with an 
agreement for Long-Term Firm Point-to-Point Transmission Service, as 
defined in the PJM Tariff, used to deliver energy from a designated Network 
Resource located either outside or within the PJM Region to load located 
either outside or within the PJM Region, and that was confirmed and in effect 
during the historical reference year for the Zone in which the resource is 
located. 

 . . .  

(j) Long-Term Firm Point-to-Point Transmission Service customers that are 
not Qualifying Transmission Customers and Network Service Users serving 
Non-Zone Network Load may participate in stage 1 of the annual allocation of 
Auction Revenue Rights pursuant to Section 7.4.2(a)-(c) of Schedule 1 of this 

The correct defined term is 
Long-Term Firm Point-to-Point 
Transmission Service.  See also 
rationale in item #4 above. 

In addition, revisions are 
proposed to change “Long-Term 
Firm Point-to-Point Transmission 
Customers” to “Long Term Firm 
Point-to-Point Transmission 
Service customers” because 
“Long-Term Firm Point-to-Point 
Transmission Customers” is not 
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Agreement, subject to the following conditions: 

. . .  

   iv. For Long-Term Firm Point-to-Point Transmission Customers requesting 
stage 1 Auction Revenue Rights pursuant to this subsection 7.4.2(j) , the 
generation resource(s) designated as source points may include any portion 
of the generating capacity of such resource(s) that is not, at the time of the 
request, already identified as a Capacity Resource. 

. . .  

   xi. Long-Term Firm Point-to-Point Transmission Customers requesting stage 
1 Auction Revenue Rights pursuant to this subsection 7.4.2(j) may request 
Auction Revenue Rights megawatts up to the lesser of: 1) the customer’s 
Long-Term Firm Point-to-Point Transmission service contract megawatt 
amount; or 2) the customer’s Firm Transmission Withdrawal Rights. 

Agreement, subject to the following conditions: 

. . .  

   iv. For Long-Term Firm Point-to-Point Transmission Service cCustomers 
requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) , the generation resource(s) designated as source points may include 
any portion of the generating capacity of such resource(s) that is not, at the 
time of the request, already identified as a Capacity Resource. 

. . .  

   xi. Long-Term Firm Point-to-Point Transmission Service cCustomers 
requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser of: 
1) the customer’s Long-Term Firm Point-to-Point Transmission service 
contract megawatt amount; or 2) the customer’s Firm Transmission 
Withdrawal Rights. 

a defined term.  The correct 
reference is Long Term Firm 
Point-to-Point Transmission 
Service, and customers should 
be lower cased, since “Long-
Term Firm Point-to-Point 
Transmission Customers” is not 
defined. Therefore, Customer is 
being changed to customer to 
reflect that fact.   

7.  Tariff, Att. K-App., §7.8 
(Elective Upgrade 
Auction Revenue 
Rights) 

Operating Agreement, 
Schedule 1, §7.8 
(Elective Upgrade 
Auction Revenue 
Rights) 

(a) In addition to any Incremental Auction Revenue Rights (as defined in the 
PJM Tariff) established under the PJM Tariff, any party may elect to fully fund 
Network Upgrades (as defined in the PJM Tariff) to obtain Incremental Auction 
Revenue Rights pursuant to this section, provided that Incremental Auction 
Revenue Rights granted pursuant to this section shall be simultaneously 
feasible with outstanding Auction Revenue Rights, which shall include stage 1 
and stage 2 Auction Revenue Rights, and against stage 1A Auction Revenue 
Right capability for the future 10 year period, as determined by the Office of 
the Interconnection pursuant to Section 7.8(b) of Schedule 1 of this 
Agreement. A request made pursuant to this section shall specify a source, 
sink and megawatt amount. 

(a) In addition to any Incremental Auction Revenue Rights (as defined in the 
PJM Tariff) established under the PJM Tariff, any party may elect to fully fund 
Network Upgrades (as defined in the PJM Tariff) to obtain Incremental Auction 
Revenue Rights pursuant to this section, provided that Incremental Auction 
Revenue Rights granted pursuant to this section shall be simultaneously 
feasible with outstanding Auction Revenue Rights, which shall include stage 1 
and stage 2 Auction Revenue Rights, and against stage 1A Auction Revenue 
Right capability for the future 10 year period, as determined by the Office of 
the Interconnection pursuant to Section 7.8(b) of Schedule 1 of this 
Agreement. A request made pursuant to this section shall specify a source, 
sink and megawatt amount. 

See rationale in item #4 above. 

8.  Operating Agreement, 
Schedule 2 

(a) Each Market Participant obligated to sell energy on the PJM 
Interchange Energy Market at cost-based rates may include the following 

(a) Each Market Participant obligated to sell energy on the PJM 
Interchange Energy Market at cost-based rates may include the following 

See rationale in item #4 above. 
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(Components of Cost) 

 

components or their equivalent in the determination of costs for energy 
supplied to or from the PJM Region:  

For generating units powered by boilers  
Firing-up cost  
Peak-prepared-for maintenance cost  
 
For generating units powered by machines  
Starting cost from cold to synchronized operation 
 
For all generating units 
Incremental fuel cost  
Incremental maintenance cost  
No-load cost during period of operation  
Incremental labor cost  
Other incremental operating costs  
 

For a generating unit that is subject to operational limitations due to 
energy or environmental limitations imposed on the generating unit by 
Applicable Laws and Regulations (as defined in the PJM Tariff), the Market 
Participant may include in the calculation of its “other incremental operating 
costs” an amount reflecting the unit-specific Energy Market Opportunity Costs 
expected to be incurred. . . . 

components or their equivalent in the determination of costs for energy 
supplied to or from the PJM Region:  

For generating units powered by boilers  
Firing-up cost  
Peak-prepared-for maintenance cost  
 
For generating units powered by machines  
Starting cost from cold to synchronized operation 
 
For all generating units 
Incremental fuel cost  
Incremental maintenance cost  
No-load cost during period of operation  
Incremental labor cost  
Other incremental operating costs  
 

     For a generating unit that is subject to operational limitations due to energy 
or environmental limitations imposed on the generating unit by Applicable 
Laws and Regulations (as defined in the PJM Tariff), the Market Participant 
may include in the calculation of its “other incremental operating costs” an 
amount reflecting the unit-specific Energy Market Opportunity Costs expected 
to be incurred. . . . 

9.  Operating Agreement, 
Schedule 6, §1.3 
(Establishment of 
Committees) 

 

(a) The Planning Committee shall be open to participation by (i) all 
Transmission Customers, as that term is defined in the PJM Tariff, and 
applicants for transmission service; (ii) any other entity proposing to provide 
Transmission Facilities to be integrated into the PJM Region; (iii) all Members; 
(iv) the electric utility regulatory agencies within the States in the PJM Region 
and the State Consumer Advocates; and (v) any other interested entities or 
persons and shall provide technical advice and assistance to the Office of the 
Interconnection in all aspects of its regional planning functions. The 

(a) The Planning Committee shall be open to participation by (i) all 
Transmission Customers, as that term is defined in the PJM Tariff, and 
applicants for transmission service; (ii) any other entity proposing to provide 
Transmission Facilities to be integrated into the PJM Region; (iii) all Members; 
(iv) the electric utility regulatory agencies within the States in the PJM Region 
and the State Consumer Advocates; and (v) any other interested entities or 
persons and shall provide technical advice and assistance to the Office of the 
Interconnection in all aspects of its regional planning functions. The 

See rationale in item #4 above. 
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Transmission Owners shall supply representatives to the Planning Committee, 
and other Members may provide representatives as they deem appropriate, to 
provide the data, information, and support necessary for the Office of the 
Interconnection to perform studies as required and to develop the Regional 
Transmission Expansion Plan. 

(b) The Transmission Expansion Advisory Committee established by the 
Office of the Interconnection will meet periodically with representatives of the 
Office of the Interconnection to provide advice and recommendations to the 
Office of the Interconnection to aid in the development of the Regional 
Transmission Expansion Plan. The Transmission Expansion Advisory 
Committee participants shall be given an opportunity to provide advice and 
recommendations for consideration by the Office of the Interconnection 
regarding sensitivity studies, modeling assumption variations, scenario 
analyses, and Public Policy Objectives in the studies and analyses to be 
conducted by the Office of the Interconnection. The Transmission Expansion 
Advisory Committee participants shall be given the opportunity to review and 
provide advice and recommendations on the projects to be included in the 
Regional Transmission Expansion Plan. The Transmission Expansion 
Advisory Committee meetings shall include discussions addressing 
interregional planning issues, as required. The Transmission Expansion 
Advisory Committee shall be open to participation by: (i) all Transmission 
Customers, as that term is defined in the PJM Tariff, and applicants for 
transmission service; (ii) any other entity proposing to provide Transmission 
Facilities to be integrated into the PJM Region; (iii) all Members; (iv) the 
electric utility regulatory agencies within the States in the PJM Region, the 
Independent State Agencies Committee, and the State Consumer Advocates; 
and (v) any other interested entities or persons. The Transmission Expansion 
Advisory Committee shall be governed by the Transmission Expansion 
Advisory Committee rules and procedures set forth in the PJM Regional 
Planning Process Manual (PJM Manual M-14 series) and by the rules and 

Transmission Owners shall supply representatives to the Planning Committee, 
and other Members may provide representatives as they deem appropriate, to 
provide the data, information, and support necessary for the Office of the 
Interconnection to perform studies as required and to develop the Regional 
Transmission Expansion Plan. 

(b) The Transmission Expansion Advisory Committee established by the 
Office of the Interconnection will meet periodically with representatives of the 
Office of the Interconnection to provide advice and recommendations to the 
Office of the Interconnection to aid in the development of the Regional 
Transmission Expansion Plan. The Transmission Expansion Advisory 
Committee participants shall be given an opportunity to provide advice and 
recommendations for consideration by the Office of the Interconnection 
regarding sensitivity studies, modeling assumption variations, scenario 
analyses, and Public Policy Objectives in the studies and analyses to be 
conducted by the Office of the Interconnection. The Transmission Expansion 
Advisory Committee participants shall be given the opportunity to review and 
provide advice and recommendations on the projects to be included in the 
Regional Transmission Expansion Plan. The Transmission Expansion 
Advisory Committee meetings shall include discussions addressing 
interregional planning issues, as required. The Transmission Expansion 
Advisory Committee shall be open to participation by: (i) all Transmission 
Customers, as that term is defined in the PJM Tariff, and applicants for 
transmission service; (ii) any other entity proposing to provide Transmission 
Facilities to be integrated into the PJM Region; (iii) all Members; (iv) the 
electric utility regulatory agencies within the States in the PJM Region, the 
Independent State Agencies Committee, and the State Consumer Advocates; 
and (v) any other interested entities or persons. The Transmission Expansion 
Advisory Committee shall be governed by the Transmission Expansion 
Advisory Committee rules and procedures set forth in the PJM Regional 
Planning Process Manual (PJM Manual M-14 series) and by the rules and 
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procedures applicable to PJM committees. 

. . . 

(e) The Subregional RTEP Committees shall be open to participation by: (i) all 
Transmission Customers, as that term is defined in the PJM Tariff, and 
applicants for transmission service; (ii) any other entity proposing to provide 
Transmission Facilities to be integrated into the PJM Region; (iii) all Members; 
(iv) the electric utility regulatory agencies within the States in the PJM Region, 
the Independent State Agencies Committee, and the State Consumer 
Advocates and (v) any other interested entities or persons. 

procedures applicable to PJM committees. 

. . . 

(e) The Subregional RTEP Committees shall be open to participation by: (i) all 
Transmission Customers, as that term is defined in the PJM Tariff, and 
applicants for transmission service; (ii) any other entity proposing to provide 
Transmission Facilities to be integrated into the PJM Region; (iii) all Members; 
(iv) the electric utility regulatory agencies within the States in the PJM Region, 
the Independent State Agencies Committee, and the State Consumer 
Advocates and (v) any other interested entities or persons. 

10.  Operating Agreement, 
Schedule 6, §1.9 
(Relationship to the 
PJM Open Access 
Transmission Tariff) 

 

Nothing herein shall modify the rights and obligations of an Eligible Customer 
or a Transmission Customer, as those terms are defined in the PJM Tariff, 
with respect to required studies and completion of necessary enhancements 
or expansions. An Eligible Customer or Transmission Customer electing to 
follow the procedures in the PJM Tariff instead of the procedures provided 
herein, shall also be responsible for the related costs. The enhancement and 
expansion study process under this Protocol shall be funded as a part of the 
operating budget of the Office of the Interconnection. 

Nothing herein shall modify the rights and obligations of an Eligible Customer 
or a Transmission Customer, as those terms are defined in the PJM Tariff, 
with respect to required studies and completion of necessary enhancements 
or expansions. An Eligible Customer or Transmission Customer electing to 
follow the procedures in the PJM Tariff instead of the procedures provided 
herein, shall also be responsible for the related costs. The enhancement and 
expansion study process under this Protocol shall be funded as a part of the 
operating budget of the Office of the Interconnection. 

See rationale in item #4 above. 

11.  Operating Agreement, 
Schedule 8, §3 
(Implementation of 
Reliability Assurance 
Agreement) 

 

With regard to the implementation of the provisions of the Reliability 
Assurance Agreement, the Office of the Interconnection shall: (a) Receive all 
required data and forecasts from the parties to the Reliability Assurance 
Agreement and other owners or providers of Capacity Resources; (b) Perform 
all calculations and analyses necessary to determine the Forecast Pool 
Requirement and the capacity obligations imposed under the Reliability 
Assurance Agreement, including periodic reviews of the capacity benefit 
margin for consistency with the Reliability Principles and Standards, as the 
foregoing terms are defined in the Reliability Assurance Agreement; 

With regard to the implementation of the provisions of the Reliability 
Assurance Agreement, the Office of the Interconnection shall: (a) Receive all 
required data and forecasts from the parties to the Reliability Assurance 
Agreement and other owners or providers of Capacity Resources; (b) Perform 
all calculations and analyses necessary to determine the Forecast Pool 
Requirement and the capacity obligations imposed under the Reliability 
Assurance Agreement, including periodic reviews of the capacity benefit 
margin for consistency with the Reliability Principles and Standards, as the 
foregoing terms are defined in the Reliability Assurance Agreement; 

See rationale in item #4 above. 

12.  Tariff, Part I, §1 Energy Market Opportunity Cost: 
“Energy Market Opportunity Cost” shall mean the difference between (a) the 

Energy Market Opportunity Cost: 
“Energy Market Opportunity Cost” shall mean the difference between (a) the 

See rationale in item #4 above. 
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(Definitions) 

Operating Agreement, 
§ 1 (Definitions) 

 

 

forecasted cost to operate a specific generating unit when the unit only has a 
limited number of available run hours due to limitations imposed on the unit by 
Applicable Laws and Regulations (as defined in PJM Tariff), and (b) the 
forecasted future hourly Locational Marginal Price at which the generating unit 
could run while not violating such limitations. Energy Market Opportunity Cost 
therefore is the value associated with a specific generating unit’s lost 
opportunity to produce energy during a higher valued period of time occurring 
within the same compliance period, which compliance period is determined by 
the applicable regulatory authority and is reflected in the rules set forth in PJM 
Manual 15. Energy Market Opportunity Costs shall be limited to those 
resources which are specifically delineated in Schedule 2 of the Operating 
Agreement. 

forecasted cost to operate a specific generating unit when the unit only has a 
limited number of available run hours due to limitations imposed on the unit by 
Applicable Laws and Regulations (as defined in PJM Tariff), and (b) the 
forecasted future hourly Locational Marginal Price at which the generating unit 
could run while not violating such limitations. Energy Market Opportunity Cost 
therefore is the value associated with a specific generating unit’s lost 
opportunity to produce energy during a higher valued period of time occurring 
within the same compliance period, which compliance period is determined by 
the applicable regulatory authority and is reflected in the rules set forth in PJM 
Manual 15. Energy Market Opportunity Costs shall be limited to those 
resources which are specifically delineated in Schedule 2 of the Operating 
Agreement. 
 

13.  Tariff, Schedule 9-3 
(Market Support 
Service) 

 

… 

c) For purposes of this Schedule 9-3, a Generation Provider shall be: (i) a 
Generation Owner, as such term is defined in the Operating Agreement; 
provided, however, that if a Generation Owner is not the entity credited on 
PJM’s records for the energy input into the Transmission System from the 
generation facilities owned or leased (with rights equivalent to ownership) by 
such Generation Owner, as, for example, in the case of a qualifying facility 
selling energy to a public utility pursuant to section 210 of the Public Utility 
Regulatory Policies Act of 1978, then, with respect to such energy, the 
Generation Provider shall be the entity credited on PJM’s records for the 
energy input into the Transmission System from such generation facilities; (ii) 
a Network Customer or Point-to-Point Transmission Service Customer, with 
respect to energy arranged by such customer to be delivered for import into 
the PJM Region; or (iii) a Market Seller (as such term is defined in the 
Operating Agreement) with respect to energy arranged by such Market Seller 
to be delivered for import to the boundaries of the PJM Region and for which 
there is no separately identifiable Transmission Customer. As the term is used 
in this Schedule 9-3, energy “credited on PJM’s records” does not necessarily 

… 

c) For purposes of this Schedule 9-3, a Generation Provider shall be: (i) a 
Generation Owner, as such term is defined in the Operating Agreement; 
provided, however, that if a Generation Owner is not the entity credited on 
PJM’s records for the energy input into the Transmission System from the 
generation facilities owned or leased (with rights equivalent to ownership) by 
such Generation Owner, as, for example, in the case of a qualifying facility 
selling energy to a public utility pursuant to section 210 of the Public Utility 
Regulatory Policies Act of 1978, then, with respect to such energy, the 
Generation Provider shall be the entity credited on PJM’s records for the 
energy input into the Transmission System from such generation facilities; (ii) 
a Network Customer or Point-to-Point Transmission Service cCustomer, with 
respect to energy arranged by such customer to be delivered for import into 
the PJM Region; or (iii) a Market Seller (as such term is defined in the 
Operating Agreement) with respect to energy arranged by such Market Seller 
to be delivered for import to the boundaries of the PJM Region and for which 
there is no separately identifiable Transmission Customer. As the term is used 
in this Schedule 9-3, energy “credited on PJM’s records” does not necessarily 

Transmission Service Customer 
is not a defined term.  Therefore, 
Customer is being changed to 
customer to reflect that fact.  See 
also rationale in item #4 above. 
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mean that a monetary credit resulted on any billing statement provided by 
PJM. 

… 

mean that a monetary credit resulted on any billing statement provided by 
PJM. 
… 

14.  Tariff, Schedule 9-
MMU (MMU Funding) 

 

. . . 

VOL1 is PJM’s estimate of (1) the total quantity in MWhs of energy to be 
delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or to be exported 
from such region under Point-to-Point Transmission Service (other than 
Wheeling-Through Service) or Network Integration Transmission Service 
during the year for which the charge under this Schedule 9-MMU is being 
calculated, plus (2) the total quantity in MWhs of energy to be input into the 
Transmission System by Generation Providers during the year for which the 
charge under this Schedule 9-MMU is being calculated plus (3) the total 
quantity in MWhs of all accepted Increment Offers and accepted Decrement 
Bids, as defined in the Appendix to Attachment K of this Tariff, and all 
accepted Up-to Congestion Transactions submitted pursuant to section 
1.10.1A(c) of such Appendix, to be submitted during the year for which the 
charge under this Schedule 9-MMU is being calculated. 

. . . 

. . . 

VOL1 is PJM’s estimate of (1) the total quantity in MWhs of energy to be 
delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or to be exported 
from such region under Point-to-Point Transmission Service (other than 
Wheeling-Through Service) or Network Integration Transmission Service 
during the year for which the charge under this Schedule 9-MMU is being 
calculated, plus (2) the total quantity in MWhs of energy to be input into the 
Transmission System by Generation Providers during the year for which the 
charge under this Schedule 9-MMU is being calculated plus (3) the total 
quantity in MWhs of all accepted Increment Offers and accepted Decrement 
Bids, as defined in the Appendix to Attachment K of this Tariff, and all 
accepted Up-to Congestion Transactions submitted pursuant to section 
1.10.1A(c) of such Appendix, to be submitted during the year for which the 
charge under this Schedule 9-MMU is being calculated. 

. . . 

See rationale in item #4 above. 

15.  Tariff, Schedule 9-
PJMSettlement, Inc. 
Administrative 
Services 

 

. . . 

c) PJMSettlement Market Support Service Rate: PJMSettlement will charge 
customers using Point-to-Point or Network Integration Transmission Service 
under the Tariff, Generation Providers, as defined below, and entities that 
submit offers to sell or bids to buy energy in the PJM Interchange Energy 
Market each month a charge equal to: the PJMSettlement Market Support 
Service Rate, as stated below, times the sum of (1) the total quantity in MWhs 
of energy delivered to load (including losses and net of operating Behind The 
Meter Generation, but not to be less than zero) in the PJM Region or for 
export from such region during such month by such user as a customer under 

. . . 

c) PJMSettlement Market Support Service Rate: PJMSettlement will charge 
customers using Point-to-Point or Network Integration Transmission Service 
under the Tariff, Generation Providers, as defined below, and entities that 
submit offers to sell or bids to buy energy in the PJM Interchange Energy 
Market each month a charge equal to: the PJMSettlement Market Support 
Service Rate, as stated below, times the sum of (1) the total quantity in MWhs 
of energy delivered to load (including losses and net of operating Behind The 
Meter Generation, but not to be less than zero) in the PJM Region or for 
export from such region during such month by such user as a customer under 

See rationale in item #4 above. 
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Point-to-Point Transmission Service (other than Wheeling-Through Service, 
as defined below) or Network Integration Transmission Service, plus (2) the 
total quantity in MWhs of energy input into the Transmission System during 
such month by such user as a Generation Provider, as defined below, plus (3) 
the total quantity in MWhs of all accepted Increment Offers and accepted 
Decrement Bids, and all accepted Up-to Congestion Transactions submitted 
pursuant to section 1.10.1A(c) of such Appendix, submitted by such user 
during such month 

. . .  

VOL (Volume) is PJMSettlement’s estimate of the sum of (1) the total quantity 
in MWhs of energy to be delivered to load (including losses and net of 
operating Behind The Meter Generation, but not to be less than zero) in the 
PJM Region or to be exported from such region under Point-to-Point 
Transmission Service (other than Wheeling-Through Service) or Network 
Integration Transmission Service during the year for which the PJMSettlement 
Market Support Service Rate is being calculated, plus (2) the total quantity in 
MWhs of energy to be input into the Transmission System by Generation 
Providers during the year for which the PJMSettlement Market Support 
Service Rate is being calculated plus (3) the total quantity in MWhs of all 
accepted Increment Offers and accepted Decrement Bids, as defined in the 
Appendix to Attachment K of this Tariff, and all accepted Up-to Congestion 
Transactions submitted pursuant to section 1.10.1A(c) of such Appendix, to 
be submitted during the year for which the PJMSettlement Market Support 
Service Rate is being calculated. 
 

Point-to-Point Transmission Service (other than Wheeling-Through Service, 
as defined below) or Network Integration Transmission Service, plus (2) the 
total quantity in MWhs of energy input into the Transmission System during 
such month by such user as a Generation Provider, as defined below, plus (3) 
the total quantity in MWhs of all accepted Increment Offers and accepted 
Decrement Bids, and all accepted Up-to Congestion Transactions submitted 
pursuant to section 1.10.1A(c) of such Appendix, submitted by such user 
during such month 

. . .  

VOL (Volume) is PJMSettlement’s estimate of the sum of (1) the total quantity 
in MWhs of energy to be delivered to load (including losses and net of 
operating Behind The Meter Generation, but not to be less than zero) in the 
PJM Region or to be exported from such region under Point-to-Point 
Transmission Service (other than Wheeling-Through Service) or Network 
Integration Transmission Service during the year for which the PJMSettlement 
Market Support Service Rate is being calculated, plus (2) the total quantity in 
MWhs of energy to be input into the Transmission System by Generation 
Providers during the year for which the PJMSettlement Market Support 
Service Rate is being calculated plus (3) the total quantity in MWhs of all 
accepted Increment Offers and accepted Decrement Bids, as defined in the 
Appendix to Attachment K of this Tariff, and all accepted Up-to Congestion 
Transactions submitted pursuant to section 1.10.1A(c) of such Appendix, to 
be submitted during the year for which the PJMSettlement Market Support 
Service Rate is being calculated. 

16.  Tariff, Schedule 12A 
(Rights Associated 
With Cost 
Responsibility 
Assignments for 
Required) 

(b) Incremental Capacity Transfer Rights Associated With Incremental 
Rights –Eligible Required Transmission Enhancements. 
 
. . . 

(ii) Determination of Incremental Capacity Transfer Rights Associated 

(b) Incremental Capacity Transfer Rights Associated With Incremental 
Rights –Eligible Required Transmission Enhancements. 
 
. . . 

(ii) Determination of Incremental Capacity Transfer Rights Associated 

See rationale in item #4 above. 



Proposed Clean-Up, Clarification and Corrections to Governing Documents 
 

 

 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

 with Incremental Rights-Eligible Required Transmission Enhancements: 
 For each Incremental Rights-Eligible Required Transmission Enhancement, 
the megawatt quantity of the Incremental Capacity Transfer Rights associated 
with such facility shall be the megawatt increase in Capacity Emergency 
Transfer Limit (as defined in the Reliability Assurance Agreement) into a 
Locational Deliverability Area provided by such facility. In the event that an 
Incremental Rights-Eligible Required Transmission Enhancement provides 
simultaneous increases in Capacity Emergency Transfer Limits into multiple 
Locational Deliverability Areas (under capacity emergency study conditions), 
separate Incremental Capacity Transfer Rights shall be determined for each 
such Locational Deliverability Area, equal to the respective increase in the 
Capacity Emergency Transfer Limit into each such Locational Deliverability 
Area. 
 … 

with Incremental Rights-Eligible Required Transmission Enhancements: 
 For each Incremental Rights-Eligible Required Transmission Enhancement, 
the megawatt quantity of the Incremental Capacity Transfer Rights associated 
with such facility shall be the megawatt increase in Capacity Emergency 
Transfer Limit (as defined in the Reliability Assurance Agreement) into a 
Locational Deliverability Area provided by such facility. In the event that an 
Incremental Rights-Eligible Required Transmission Enhancement provides 
simultaneous increases in Capacity Emergency Transfer Limits into multiple 
Locational Deliverability Areas (under capacity emergency study conditions), 
separate Incremental Capacity Transfer Rights shall be determined for each 
such Locational Deliverability Area, equal to the respective increase in the 
Capacity Emergency Transfer Limit into each such Locational Deliverability 
Area. 
 … 

17.  Tariff, Att. K-App., 
§3.2.3(g)  (Operating 
Reserves) 

Operating Agreement, 
Schedule 1, §3.2.3  
(Operating Reserves) 

 

(g) The sum of the foregoing credits, plus any cancellation fees paid in 
accordance with Section 1.10.2(d), such cancellation fees to be applied to the 
Operating Day for which the unit was scheduled, plus any shortfalls paid 
pursuant to the Market Settlement provision of the real-time Economic Load 
Response Program, less any payments received from another Control Area 
for Operating Reserves, plus any redispatch costs incurred in accordance with 
section 10(a) of this Schedule, shall be the cost of Operating Reserves for the 
Real-time Energy Market in each Operating Day. 

 

(g) The sum of the foregoing credits, plus any cancellation fees paid in 
accordance with Section 1.10.2(d), such cancellation fees to be applied to 
the Operating Day for which the unit was scheduled, plus any shortfalls paid 
pursuant to the Market Settlement provision of the real-time Economic Load 
Response Program, less any payments received from another Control Area 
for Operating Reserves, plus any redispatch costs incurred in accordance 
with section 10(a) of this Schedule,  shall be the cost of Operating Reserves 
for the Real-time Energy Market in each Operating Day. 

Section 10a was removed due to 
ATSI integration per FERC 
Order on Docket No. ER11-
3491-000.  Reference to section 
10(a) is therefore no longer 
accurate and needs to be 
removed.   

 

18.  Tariff, Part I, § 1 
(definitions) 

 

Operating Agreement, 
§1 (definitions) 

N/A Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM 
notification and the beginning of the start sequence for a generating unit that 
is currently in its cold/warm/hot temperature state. The start sequence may 
include steps such as any valve operation, starting feed water pumps, startup 
of auxiliary equipment, etc.  

These new definitions mirror 
Manual 11 definitions that were 
approved by stakeholders in 
June 2016.  The terms are 
currently listed as limited 
parameters in Operating 
Agreement, Schedule 1, section 
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Cold/Warm/Hot Start-up Time:  
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot 
Start-up Time” shall mean the time interval, measured in hours, from the 
beginning of the start sequence to the point after generator breaker closure, 
which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero for a generating unit in its cold/warm/hot 
temperature state. For combined cycle units, “Cold/Warm/Hot Start-up Time” 
shall mean the time interval from the beginning of the start sequence to the 
point after first combustion turbine generator breaker closure in its 
cold/warm/hot temperature state, which is typically indicated by telemetered or 
aggregated State Estimator megawatts greater than zero. For all generating 
units, the start sequence may include steps such as any valve operation, 
starting feed water pumps, startup of auxiliary equipment, etc. Other more 
detailed actions that could signal the beginning of the start sequence could 
include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion 
turbines, starting engines or systems, maintaining stable fuel/air ratios, and 
other auxiliary equipment necessary for startup. 
 
Minimum Run Time: 
 
For all generating units that are not combined cycle units, “Minimum Run 
Time” shall mean the minimum number of hours a unit must run, in real-time 
operations, from the time after generator breaker closure, which is typically 
indicated by telemetered or aggregated State Estimator megawatts greater 
than zero, to the time of generator breaker opening, as measured by PJM's 
State Estimator.  For combined cycle units, “Minimum Run Time” shall mean 
the time period after the first combustion turbine generator breaker closure, 
which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero, and the last generator breaker opening as 

6.6, and the parallel provisions of 
Tariff, Attachment K-Appendix.  
However, there are no formal 
definitions for these terms in any 
of PJM’s governing documents  
Accordingly, PJM is adding 
substantive definitions for these 
terms in the definitions sections 
of the Tariff and Operating 
Agreement.  Also, clerical 
changes will be needed to the 
text in the Tariff and Operating 
Agreement where Start-up Time 
and Notification Time are listed 
because the existing terms do 
not contain the appropriate 
“Cold/Warm/Hot” language that 
are reflected in the proposed 
definition.  

 

 

 

 

 

After PJM completed its 
stakeholder process, it realized 
that the wording of the definition 
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measured by PJM’s State Estimator.  
 
Turn Down Ratio: 
 
“Turn Down Ratio” shall mean the ratio of a generating unit’s economic 
maximum megawatts to its economic minimum megawatts.  
 
Minimum Down Time: 
 
For all generating units that are not combined cycle units, “Minimum Down 
Time” shall mean the minimum number of hours under normal operating 
conditions between unit shutdown and unit startup, calculated as the shortest 
time difference between the unit’s generator breaker opening and after the 
unit’s generator breaker closure, which is typically indicated by telemetered or 
aggregated state estimator MWs greater than zero. For combined cycle units, 
“Minimum Down Time” shall mean the minimum number of hours between the 
last generator breaker opening and after first combustion turbine generator 
breaker closure, which is typically indicated by telemetered or aggregated 
State Estimator megawatts greater than zero.  
 
Maximum Daily Starts: 
 
“Maximum Daily Starts” shall mean the maximum number of times that a 
generating unit can be started in an Operating Day under normal operating 
conditions.  
 
Maximum Weekly Starts: 
 
“Maximum Weekly Starts” shall mean the maximum number of times that a 
generating unit can be started in one week, defined as the 168 hour period 
starting Monday 0001 hour, under normal operating conditions. 
 

of Minimum Down Time was 
internally inconsistent because in 
one sentence there is a 
reference to “state estimator 
MW” and in another sentence to 
“State Estimator megawatts.”  
For consistency, for this filing 
PJM changed “state estimator 
MW” to “State Estimator 
megawatts” in this definition but 
did not take these non-
substantive changes through the 
stakeholder process assuming 
the stakeholders would have no 
objection to the minor change. 
Making this clarification in the 
section is consistent with 
revisions PJM’s stakeholders 
approved, to the definition of 
Minimum Run Time which uses 
“State Estimator megawatts.” 
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Maximum Run Time: 
 
“Maximum Run Time” shall mean the maximum number of hours a generating 
unit can run over the course of an Operating Day, as measured by PJM’s 
State Estimator.  

 

19.  Tariff, Part I, section 1 
(Definitions) 

“Virtual Transactions Net Activity” shall mean the aggregate net total, resulting 
from Virtual Transactions, of (i) Spot Market Energy charges, (ii) Transmission 
Congestion Charges, and (iii) Transmission Loss Charges, calculated as set 
forth in Attachment K-Appendix. Virtual Transactions Net Activity may be 
positive or negative. 

“Virtual Transactions Net Activity” shall mean the aggregate net total, resulting 
from Virtual Transactions, of (i) Spot Market Energy charges, (ii) Transmission 
Congestion Charges, and (iii) Transmission Loss Charges, calculated as set 
forth in Tariff, Attachment K-Appendix. Virtual Transactions Net Activity may 
be positive or negative. 
 

Adding language to clarify that 
reference is to Tariff, Attachment 
K-Appendix 

20.   Tariff, Part I, § 1 
(Definitions) 

N/A Voltage Reduction Warning 
“Voltage Reduction Warning” shall mean a notification from PJM to warn 
Members that PJM’s available Synchronized Reserve is less than the 
Synchronized Reserve Requirement and that present operations have 
deteriorated such that a voltage reduction may be required.   
 
Voltage Reduction Action 
“Voltage Reduction Action” shall mean a notification during capacity deficient 
conditions in which PJM notifies Members to reduce voltage on the 
distribution system in order to reduce demand and therefore provide a 
sufficient amount of reserves, maintain tie flow schedules and preserve limited 
energy sources. 
 
Primary Reserve Alert 
“Primary Reserve Alert” shall mean a notification from PJM to alert Members 
of an anticipated shortage of Operating Reserve capacity for a future critical 
period. 
 
Voltage Reduction Alert 

The terms Voltage Reduction 
Warning, Voltage Reduction 
Action, Primary Reserve Alert, 
Voltage Reduction Alert, Manual 
Load Dump Warning, and 
Manual Load Dump Action are 
used in the Tariff and OA but are 
not defined.  New definitions are 
based on existing definitions in 
Manual 13 and were reviewed 
with PJM SMEs to ensure they 
accurately describe each 
applicable action.   
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“Voltage Reduction Alert” shall mean a notification from PJM to alert Members 
that a voltage reduction may be required during a future critical period. 
 
Manual Load Dump Warning 
“Manual Load Dump Warning “shall mean a notification from PJM to warn 
Members of an increasingly critical condition of present operations that may 
require manually shedding load. 
 
Manual Load Dump Action 
“Manual Load Dump Action” shall mean an Operating Instruction, as defined 
by NERC, from PJM to shed firm load  when the PJM Region cannot provide 
adequate capacity to meet the PJM Region’s load and tie schedules, or to 
alleviate critically overloaded transmission lines or other equipment. 

 
21.  Tariff, Att.K-Appx, § 

3.2.3(o) (“Operating 
Reserves”) 

Operating Agreement, 
Schedule 1, § 3.2.3(o)  
(“Operating 
Reserves”) 

(o) Dispatchable pool-scheduled generation resources and dispatchable self-
scheduled generation resources that follow dispatch shall not be assessed 
balancing Operating Reserve deviations. Pool-scheduled generation 
resources and dispatchable self-scheduled generation resources that do not 
follow dispatch shall be assessed balancing Operating Reserve deviations in 
accordance with the calculations described in the PJM Manuals. Ramp-limited 
desired MW values shall be used to determine generation resource real-time 
deviations from the resource’s day-ahead schedules. 

(o) Dispatchable pool-scheduled generation resources and dispatchable self-
scheduled generation resources that follow dispatch shall not be assessed 
balancing Operating Reserve deviations. Pool-scheduled generation 
resources and dispatchable self-scheduled generation resources that do not 
follow dispatch shall be assessed balancing Operating Reserve deviations in 
accordance with the calculations described below and in the PJM Manuals. 
Ramp-limited desired MW values shall be used to determine generation 
resource real-time deviations from the resource’s day-ahead schedules. 

Specific calculations for 
determining deviations under a 
variety of circumstances are 
described in more depth further 
below in section 3.2.3(o).  
Accordingly, the proposed 
revisions will make the section 
clearer and will reduce any 
ambiguity. 

22.  Operating Agreement , 
Section 1 (Definitions) 

Prohibited Securities:  

“Prohibited Securities” shall mean the Securities of a Member, Eligible 
Customer, or Nonincumbent Developer, or their Affiliates, if:  

. . . 

Prohibited Securities:  

“Prohibited Securities” shall mean the Securities of a Member, Eligible 
Customer, or Nonincumbent Developer, or their Affiliates, if:  

. . . 

The reference to 
PJMSettlements (plural) in the 
Prohibited Securities definition is 
an error because the defined 
term is PJMSettlement 
(singular). 
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(4) the total (gross) financial settlements regarding the use of transmission 
capacity of the Transmission System and/or transactions in the centralized 
markets that the Office of the Interconnection administers under the Tariff and 
the Operating Agreement for all Members or Eligible Customers affiliated with 
the publicly traded company during the prior calendar year is equal to or 
greater than 3% of the total transactions for which PJMSettlements is a 
Counterparty pursuant to Section 3.3 of this Agreement for the same time 
period.  

The Office of the Interconnection shall compile and maintain a list of the 
Prohibited Securities publicly traded and post this list for all employees and 
distribute the list to the Board Members. 

(4) the total (gross) financial settlements regarding the use of transmission 
capacity of the Transmission System and/or transactions in the centralized 
markets that the Office of the Interconnection administers under the Tariff and 
the Operating Agreement for all Members or Eligible Customers affiliated with 
the publicly traded company during the prior calendar year is equal to or 
greater than 3% of the total transactions for which PJMSettlements is a 
Counterparty pursuant to Section 3.3 of this Agreement for the same time 
period.  

The Office of the Interconnection shall compile and maintain a list of the 
Prohibited Securities publicly traded and post this list for all employees and 
distribute the list to the Board Members. 
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24.  Tariff, Att. K-App., 
§2.5(c) (Calculation of 
Real-time Prices) 

 

Operating Agreement, 
Schedule 1, §2.5(c) 
(Calculation of Real-
time Prices) 

 

The Office of the Interconnection shall issue day-ahead alerts to PJM 
Members of the possible need to use emergency procedures during the 
following Operating Day. Such emergency procedures may be required to 
alleviate real-time emergency conditions such as a transmission emergency 
or potential reserve shortage. The alerts issued by the Office of the 
Interconnection may include, but are not limited to, the Maximum Emergency 
Generation Alert, Primary Reserve Alert and/or Voltage Reduction Alert. 
These alerts shall be issued to keep all affected system personnel informed of 
the forecasted status of the PJM bulk power system. The Office of the 
Interconnection shall notify PJM Members of all alerts and the cancellation 
thereof via the methods described in the PJM Manuals. The alerts shall be 
issued as soon as practicable to allow PJM Members sufficient time to 
prepare for such operating conditions. The day-ahead alerts issued by the 
Office of the Interconnection are for informational purposes only and by 
themselves will not impact price calculation during the Operating Day. 

The Office of the Interconnection shall issue day-ahead alerts to PJM 
Members of the possible need to use emergency procedures during the 
following Operating Day. Such emergency procedures may be required to 
alleviate real-time emergency conditions such as a transmission emergency 
or potential reserve shortage. The alerts issued by the Office of the 
Interconnection may include, but are not limited to, the Maximum Generation 
Emergency Generation Alert, Primary Reserve Alert and/or Voltage Reduction 
Alert. These alerts shall be issued to keep all affected system personnel 
informed of the forecasted status of the PJM bulk power system. The Office of 
the Interconnection shall notify PJM Members of all alerts and the cancellation 
thereof via the methods described in the PJM Manuals. The alerts shall be 
issued as soon as practicable to allow PJM Members sufficient time to 
prepare for such operating conditions. The day-ahead alerts issued by the 
Office of the Interconnection are for informational purposes only and by 
themselves will not impact price calculation during the Operating Day. 
 

This revision is needed to correct 
the incorrect reference from 
“Maximum Emergency 
Generation Alert” to “Maximum 
Generation Emergency Alert” 
which is the correct defined term. 
 

25.  Tariff, Part I, § 1 
(Definitions) 

Agreements: 

Agreements are the Operating Agreement of PJM Interconnection, L.L.C., the 
PJM Open Access Transmission Tariff, the Reliability Assurance Agreement, 
the Reliability Assurance Agreement – West, and/or other agreements 
between PJM Interconnection, L.L.C. and its Members. 

 

Agreements: 

Agreements are the Amended and Restated Operating Agreement of PJM 
Interconnection, L.L.C., the PJM Open Access Transmission Tariff, the 
Reliability Assurance Agreement, and/or other agreements between PJM 
Interconnection, L.L.C. and its Members. 

Revisions are needed to correct 
the title of one agreement. 
 
 

26.  Tariff, Att. K-App., 
§3.2.3(f) (Operating 
Reserves) 

Operating Agreement, 
Schedule 1, §3.2.3(f) 

§3.2.3(f)  
 . . . 
 
For pool-scheduled generating units, their applicable offer for energy is the 
offer on which the resource was committed. For self-scheduled generating 
units, their applicable offer for energy shall equal the real-time scheduled offer 
curve on which the unit was operating, unless such schedule was a price-

§3.2.3(f)   
. . .  
 
For pool-scheduled generating units, their applicable offer for energy is the 
offer on which the resource was committed. For self-scheduled generating 
units, their applicable offer for energy shall equal the real-time scheduled offer 
curve on which the unit was operating, unless such schedule was a market-

Change “price-based” to 
“market-based” throughout the 
Tariff and Operating Agreement 
to reflect the correct terminology. 
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(Operating Reserves) 

 

 

Tariff, Att. K-App., 
§3.2.3(f-4) (Operating 
Reserves) 

Operating Agreement, 
Schedule 1, §3.2.3(f-4) 
(Operating Reserves) 

 

 

 

 

Tariff, Att. K-App., 
§3.2.3B(c) (Reactive 
Services) 

Operating Agreement, 
Schedule 1, §3.2.3B(c) 
(Reactive Services) 

 

 

based schedule and the offer associated with that price schedule is less than 
the cost-based offer provided for the unit, in which case the offer for the unit 
will be determined from the cost-based schedule. 
 
§3.2.3(f-4) 
 . . .  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM 
forecasted output for the unit or level of output for the unit determined 
according to the point on the scheduled offer curve on which the unit was 
operating corresponding to the hourly integrated real time Locational Marginal 
Price, and shall be limited to the lesser of the unit’s Economic Maximum or the 
unit’s Maximum Facility Output, minus the actual hourly integrated output of 
the unit. For pool-scheduled generating units, their applicable offer for energy 
is the offer on which the resource was committed.   For self-scheduled 
generating units, their applicable offer for energy shall equal the real-time 
scheduled offer curve on which the unit was operating, unless such schedule 
was a price-based schedule and the offer associated with that price schedule 
is less than the cost-based offer provided for the unit, in which case the offer 
for the unit will be determined from the cost-based schedule. 
 
§3.2.3B(c) 
 
. . .  
 
For pool-scheduled generating units, their applicable offer for energy is the 
offer on which the resource was committed.   For self-scheduled generating 
units, their applicable offer for energy shall equal the real-time scheduled offer 
curve on which the unit was operating, unless such schedule was a price-
based schedule and the offer associated with that price schedule is less than 
the cost-based offer provided for the unit, in which case the offer for the unit 

price-based schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the 
unit will be determined from the cost-based schedule. 
 
§3.2.3(f-4) 
. . .  

The deviation of the generating unit’s output is equal to the lesser of the PJM 
forecasted output for the unit or level of output for the unit determined 
according to the point on the scheduled offer curve on which the unit was 
operating corresponding to the hourly integrated real time Locational Marginal 
Price, and shall be limited to the lesser of the unit’s Economic Maximum or the 
unit’s Maximum Facility Output, minus the actual hourly integrated output of 
the unit. For pool-scheduled generating units, their applicable offer for energy 
is the offer on which the resource was committed.   For self-scheduled 
generating units, their applicable offer for energy shall equal the real-time 
scheduled offer curve on which the unit was operating, unless such schedule 
was a market-price-based schedule and the offer associated with that price 
schedule is less than the cost-based offer provided for the unit, in which case 
the offer for the unit will be determined from the cost-based schedule. 

§3.2.3B(c) 
 
. . .  
 
For pool-scheduled generating units, their applicable offer for energy is the 
offer on which the resource was committed.   For self-scheduled generating 
units, their applicable offer for energy shall equal the real-time scheduled offer 
curve on which the unit was operating, unless such schedule was a market-
price-based  schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the 
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Tariff, Att. K-App., 
§3.2.3B(d)(ii) 
(Reactive Services) 

Operating Agreement, 
Schedule 1, 
§3.2.3B(d)(ii) 
(Reactive Services) 

 

 

 

 

 

 

 

 

 

Tariff, Att. K-App., 
§6.4.2(a)(iii) (Offer 
Price Caps : Level) 

Operating Agreement, 

will be determined from the cost-based schedule. 
 
§3.2.3B(d)(ii) 
 
(ii) if the unit is scheduled to produce energy in the day-ahead market, but the 
unit is not called on by PJM and does not operate in real time, then the Market 
Seller shall be credited hourly in an amount equal to the higher of (i) 
{(URTLMP – UDALMP) x DAG, or (ii) {(URTLMP – UB) x DAG where: 
 
URTLMP equals the real time LMP at the unit’s bus; 
 
UDALMP equals the day-ahead LMP at the unit’s bus; 
 
DAG equals the day-ahead scheduled unit output for the hour; 
 
UB equals the offer price for the unit determined according to the schedule on 
which the unit was committed day-ahead, unless such schedule was a price-
based schedule and the offer associated with that price-based schedule is 
less than the cost-based offer for the unit, in which case the offer for the unit 
will be determined based on the cost-based schedule; and 
 
where URTLMP - UDALMP and URTLMP – UB shall not be negative. 
 
§6.4.2(a)(iii) 
 
(iii) For units that are frequently offer capped “Frequently Mitigated Unit” 
or “FMU”), and for which the unit’s price based offer was greater than its cost 
based offer, the following shall apply: 
 
§7.3.9(e) 
e)   The Financial Transmission Right positions comprising the defaulting 

unit will be determined from the cost-based schedule. 
 
§3.2.3B(d)(ii) 
  
(ii) if the unit is scheduled to produce energy in the day-ahead market, but the 
unit is not called on by PJM and does not operate in real time, then the Market 
Seller shall be credited hourly in an amount equal to the higher of (i) 
{(URTLMP – UDALMP) x DAG, or (ii) {(URTLMP – UB) x DAG where: 
 
URTLMP equals the real time LMP at the unit’s bus; 
 
UDALMP equals the day-ahead LMP at the unit’s bus; 
 
DAG equals the day-ahead scheduled unit output for the hour; 
 
UB equals the offer price for the unit determined according to the schedule on 
which the unit was committed day-ahead, unless such schedule was a 
market-price-based schedule and the offer associated with that market-price-
based schedule is less than the cost-based offer for the unit, in which case the 
offer for the unit will be determined based on the cost-based schedule; and 
 
where URTLMP - UDALMP and URTLMP – UB shall not be negative. 

§6.4.2(a)(iii) 
 

(iii) For units that are frequently offer capped “Frequently Mitigated Unit” 
or “FMU”), and for which the unit’s market-price-based offer was greater than 
its cost based offer, the following shall apply: 

§7.3.9(e) 
e)   The Financial Transmission Right positions comprising the defaulting 
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Schedule 1, 
§6.4.2(a)(iii) (Offer 
Price Caps: Level) 

 

Tariff, Att. K-App., 
§7.3.9(e) (Liquidation 
of Financial 
Transmission Rights in 
the Event of Member 
Default) 

Operating Agreement, 
Schedule 1, §7.3.9(e) 
(Liquidation of 
Financial 
Transmission Rights in 
the Event of Member 
Default) 

 

 

 

Tariff, Att. DD §6.3(c) 
(Market Power 
Mitigation) 

 

Member’s portfolio that are liquidated in a Financial Transmission Rights 
auction should avoid setting the price in the auction at the bid prices with 
which they were initially submitted. In the event that any of the closed out 
Financial Transmission Rights would set price based on the auction’s 
preliminary solution, then only one-half of each Financial Transmission Rights 
position will be offered for sale and the auction will be re-executed. In the 
event that any Financial Transmission Rights position that has been closed 
out once again sets price, then all Financial Transmission Rights scheduled to 
be liquidated will be removed from the affected auction and the auction will be 
re-executed excluding the closed out Financial Transmission Right positions. 
Financial Transmission Right positions that are not liquidated will then be 
offered in the next available auction or specially scheduled auction, as 
appropriate. 
 
 
§6.3(c)  
 
(c) Determination of Incremental Supply 
 
In applying the Market Structure Test, the Office of the Interconnection shall 
consider all (i) incremental supply (provided, however, that the Office of the 
Interconnection shall consider only such supply available from Generation 
Capacity Resources) available to solve the constraint applicable to a 
constrained LDA offered at less than or equal to 150% of the cost-based 
clearing price; or (ii) supply for the PJM Region, offered at less than or equal 
to 150% of the cost-based clearing price, provided that supply in this Section 
includes only the lower of cost-based or priced based offers from Generation 
Capacity Resources.  Cost-based clearing prices are the prices resulting from 
the RPM auction algorithm using the lower of cost-based or price-based offers 
for all Capacity Resources. 

Member’s portfolio that are liquidated in a Financial Transmission Rights 
auction should avoid setting the price in the auction at the bid prices with 
which they were initially submitted. In the event that any of the closed out 
Financial Transmission Rights would set market-price-based on the auction’s 
preliminary solution, then only one-half of each Financial Transmission Rights 
position will be offered for sale and the auction will be re-executed. In the 
event that any Financial Transmission Rights position that has been closed 
out once again sets price, then all Financial Transmission Rights scheduled to 
be liquidated will be removed from the affected auction and the auction will be 
re-executed excluding the closed out Financial Transmission Right positions. 
Financial Transmission Right positions that are not liquidated will then be 
offered in the next available auction or specially scheduled auction, as 
appropriate. 

§6.3(c)  
  
(c) Determination of Incremental Supply 
 
In applying the Market Structure Test, the Office of the Interconnection shall 
consider all (i) incremental supply (provided, however, that the Office of the 
Interconnection shall consider only such supply available from Generation 
Capacity Resources) available to solve the constraint applicable to a 
constrained LDA offered at less than or equal to 150% of the cost-based 
clearing price; or (ii) supply for the PJM Region, offered at less than or equal 
to 150% of the cost-based clearing price, provided that supply in this Section 
includes only the lower of cost-based or market-price-based offers from 
Generation Capacity Resources.  Cost-based clearing prices are the prices 
resulting from the RPM auction algorithm using the lower of cost-based or 
price-based offers for all Capacity Resources. 
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27.  Operating Agreement, 
§ 1 (Definitions) 

1. DEFINITIONS  
Unless the context otherwise specifies or requires, capitalized terms used in 
this Agreement shall have the respective meanings assigned herein or in the 
Schedules hereto for all purposes of this Agreement (such definitions to be 
equally applicable to both the singular and the plural forms of the terms 
defined). Unless otherwise specified, all references herein to sections, 
Schedules, Exhibits or Appendices are to sections, Schedules, Exhibits or 
Appendices of this Agreement. As used in this Agreement: 

1. DEFINITIONS  
Unless the context otherwise specifies or requires, capitalized terms used in 
this Agreement shall have the respective meanings assigned herein or in the 
Schedules hereto, or in the PJM Tariff or RAA if not otherwise defined in this 
Agreement, for all purposes of this Agreement (such definitions to be equally 
applicable to both the singular and the plural forms of the terms defined). 
Unless otherwise specified, all references herein to sections, Schedules, 
Exhibits or Appendices are to sections, Schedules, Exhibits or Appendices of 
this Agreement. As used in this Agreement: 

This revision is being proposed 
to make clear that if a capitalized 
term in the Operating Agreement 
is not defined therein but is 
defined in the Tariff or RAA, the 
term shall have the meaning as 
set forth in that other governing 
agreement.  

28.  RAA, Article 1 
(Definitions) 

ARTICLE 1 – DEFINITIONS 
  

Unless the context otherwise specifies or requires, capitalized terms used 
herein shall have the respective meanings assigned herein or in the 
Schedules hereto for all purposes of this Agreement (such definitions to be 
equally applicable to both the singular and the plural forms of the terms 
defined).  Unless otherwise specified, all references herein to Articles, 
sections or Schedules, are to Articles, sections or Schedules of this 
Agreement. As used in this Agreement: 
 

ARTICLE 1 – DEFINITIONS 
  

Unless the context otherwise specifies or requires, capitalized terms used 
herein shall have the respective meanings assigned herein or in the 
Schedules hereto, or in the PJM Tariff or PJM Operating Agreement if 
not otherwise defined in this Agreement, for all purposes of this 
Agreement (such definitions to be equally applicable to both the singular and 
the plural forms of the terms defined).  Unless otherwise specified, all 
references herein to Articles, sections or Schedules, are to Articles, sections 
or Schedules of this Agreement. As used in this Agreement: 
 

This revision is being proposed 
to make clear that if a capitalized 
term in the RAA is not defined 
therein but is defined in the Tariff 
or Operating Agreement, the 
term shall have the meaning as 
set forth in that other governing 
agreement. 

29.  Tariff, Part 1, § 1 
(Definitions) 

1. DEFINITIONS  
 

1. DEFINITIONS  
Unless the context otherwise specifies or requires, capitalized terms used in 
this PJM Tariff shall have the respective meanings assigned herein or in the 
Schedules hereto, or in the PJM Operating Agreement or RAA if not otherwise 
defined in this PJM Tariff, for all purposes of this PJM Tariff (such definitions 
to be equally applicable to both the singular and the plural forms of the terms 
defined). Unless otherwise specified, all references herein to sections, 
Schedules, Exhibits or Appendices are to sections, Schedules, Exhibits or 
Appendices of this Agreement. As used in this agreement: 

This revision is being proposed 
to make clear that if a capitalized 
term in the Tariff is not defined 
therein but is defined in the 
Operating Agreement or RAA, 
the term shall have the meaning 
as set forth in that other 
governing agreement. 
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30.  Tariff, Att. K-Appx, § 
3.2.3.h (Operating 
Reserves) 

 

Operating Agreement, 
Schedule 1, § 3.2.3.h 
(Operating Reserves) 

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

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

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

Deviations that occur within a single Zone shall be associated with the 

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

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

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

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

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

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

(ii) Demand deviations will be assessed by comparing 
all day-ahead demand transactions at a single transmission zone, 
hub, or interface against the real-time demand transactions at that 
same transmission zone, hub, or interface; except that the positive 
values of demand deviations, as set forth in the PJM Manuals, will 
not be assessed Operating Reserve charges in the event of a 
Primary Reserve or Synchronized Reserve shortage in real-time or 
where PJM initiates the request for emergency load reductions in 
real-time in order to avoid a Primary Reserve or Synchronized 
Reserve shortage.   

(iii) Supply deviations will be assessed by comparing 

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

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

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

(ii) Demand deviations will be assessed by comparing 
all day-ahead demand transactions at a single transmission zone, 
hub, or interface against the real-time demand transactions at that 
same transmission zone, hub, or interface; except that the positive 
values of demand deviations, as set forth in the PJM Manuals, will 
not be assessed Operating Reserve charges in the event of a 
Primary Reserve or Synchronized Reserve shortage in real-time or 
where PJM initiates the request for emergency load reductions in 
real-time in order to avoid a Primary Reserve or Synchronized 
Reserve shortage.   



Proposed Clean-Up, Clarification and Corrections to Governing Documents 
 

 

Agreement, 
Attachment, Section, 

Title 

Current Language Proposed Revisions Rationale 

all day-ahead transactions at a single transmission zone, hub, or 
interface against the real-time transactions at that same transmission 
zone, hub, or interface. 

(iii) Supply deviations will be assessed by comparing 
all day-ahead transactions at a single transmission zone, hub, or 
interface against the real-time transactions at that same transmission 
zone, hub, or interface. 

31.  Tariff, Att. K-Appx., § 
3.2.3A.01.b 
(Synchronized 
Reserves)   

Operating Agreement, 
Schedule 1, § 
3.2.3A.01.b 
(Synchronized 
Reserves)   

(b) A Day-ahead Scheduling Reserves Resource that receives a Day-
ahead Scheduling Reserves schedule pursuant to subsection (a) of this 
section shall be paid the hourly Day-ahead Scheduling Reserves Market 
clearing price for the MW obligation in each hour of the schedule, subject to 
meeting the requirements of subsection (c) of this section. 

(b) A Day-ahead Scheduling Reserves Resource that receives a Day-
ahead Scheduling Reserves schedule pursuant to subsection (a) of this 
section shall be paid the hourly Day-ahead Scheduling Reserves Market 
clearing price for the cleared megawatt quantity of Day-ahead Scheduling 
Reserves MW obligation in each hour of the schedule, subject to meeting the 
requirements of subsection (c) of this section. 

“MW” obligation is not defined, 
and proposed revisions are 
intended to more precisely 
describe MW amount at issue. 

32.  Tariff, Att. K-App., 
§5.3(b) (Unscheduled 
Transmission Service 
(Loop Flow) 

Operating Agreement, 
Schedule 1, §5.3(b) 
(Unscheduled 
Transmission Service 
(Loop Flow) 

(b) With respect to payments by the Office of the Interconnection to the New 
York Power Pool for the installation and operation of phase angle regulating 
facilities at Ramapo to control or limit unscheduled transmission service (loop 
flow), each of the following Transmission Owners with revenue requirements 
under the PJM Tariff shall pay a share of the charges on a transmission 
revenue requirements ratio share basis: Allegheny Electric Cooperative, Inc., 
Atlantic City Electric Company, Baltimore Gas and Electric Company, 
Delmarva Power & Light Company, Jersey Central Power & Light Company, 
Metropolitan Edison Company, PECO Energy Company, Pennsylvania Power 
& Light Company, Potomac Electric Power Company, Public Service Electric 
and Gas Company, Rockland Electric Company, and UGI Utilities, Inc. 

(b) With respect to payments by the Office of the Interconnection to the New 
York Independent System Operator Power Pool for the installation and 
operation of phase angle regulating facilities at Ramapo to control or limit 
unscheduled transmission service (loop flow), each of the following 
Transmission Owners with revenue requirements under the PJM Tariff shall 
pay a share of the charges on a transmission revenue requirements ratio 
share basis: Allegheny Electric Cooperative, Inc., Atlantic City Electric 
Company, Baltimore Gas and Electric Company, Delmarva Power & Light 
Company, Jersey Central Power & Light Company, Metropolitan Edison 
Company, PECO Energy Company, Pennsylvania Power & Light Company, 
Potomac Electric Power Company, Public Service Electric and Gas Company, 
Rockland Electric Company, and UGI Utilities, Inc. 
 

The revision is needed to correct 
the reference from New York 
Power Pool to New York 
Independent System Operator 
as that is the entity to which the 
referenced payments are made 
today. 

33.  Tariff, Att. K-App., 
§1.9.7(b) (Market 

(b) Market Sellers authorized to request market-based start-up and no-load 
fees may choose to submit such fees on either a market or a cost basis. 
Market Sellers must elect to submit both start-up and no- load fees on either a 

(b) Market Sellers authorized to request market-based Sstart-up Costs and 
No- load Costs fees may choose to submit such fees costs in their market-
based offers on either a market or a cost basis. Market Sellers must elect to 

These revisions are necessary to 
clarify that market-based start-up 
costs and no-load fees can only 
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Seller Responsibilities) 

 

Operating Agreement, 
Schedule 1, §1.9.7(b) 
(Market Seller 
Responsibilities) 

market basis or a cost basis and any such election shall be submitted on or 
before March 31 for the period of April 1 through September 30, and on or 
before September 30 for the period October 1 through March 31. The election 
of market-based or cost-based start-up and no- load fees shall remain in 
effect without change throughout the applicable periods. 
 

(i) If a Market Seller chooses to submit market-based start-up and 
no- load fees, such Market Seller, in its Offer Data, shall submit the level of 
such fees to the Office of the  Interconnection for each generating unit as to 
which the Market Seller intends to request such fees. The Office of the 
Interconnection shall reject any request for start-up and no-load fees in a 
Market Seller’s Offer Data that does not conform to the Market Seller’s 
specification on file with the Office of the Interconnection. 
 

(ii) If a Market Seller chooses to submit cost-based start-up and no-
load fees, such fees must be calculated as specified in the PJM Manuals and 
the Market Seller may change both cost-based fees daily and must change 
both fees as the associated costs change, but no more frequently than daily. 
 

submit both Sstart-up Costs and No- load Costs fees on either a market basis 
or a cost basis for their market-based offers and any such election shall be 
submitted on or before March 31 for the period of April 1 through September 
30, and on or before September 30 for the period October 1 through March 
31. The election of market-based or cost-based Sstart-up Costs and No- load 
Costs fees shall remain in effect without change throughout the applicable 
periods.  Market Sellers may only submit cost-based Start-up Costs and No-
load Costs for their cost-based offers. 
 

(i) If a Market Seller chooses to submit market-based Sstart-up Costs 
and No- load Costs fees for their market-based offers, such Market Seller, in 
its Offer Data, shall submit the level of such fees costs to the Office of the 
Interconnection for each generating unit as to which the Market Seller intends 
to request such fees costs. Market Sellers may submit cost-based or market-
based Start-up Costs and No-load Costs for their market-based offers.  The 
Office of the Interconnection shall reject any request for Sstart-up Costs and 
No- load Costs fees in a Market Seller’s Offer Data for its market-based offer 
that does not conform to the Market Seller’s specification on file with the 
Office of the Interconnection.   
 

(ii) If a Market Seller chooses to submit cost-based Sstart-up Costs 
and No-load Costs fees, such fees must be calculated as specified in the PJM 
Manuals, and in particular the cost development guidelines specified in PJM 
Manual 15, and the Market Seller may change both cost-based fees hourly 
daily and must change both fees as the associated costs change, but no more 
frequently than daily.  Market-based Start-up Costs and No-load Costs do not 
need to be calculated pursuant to the cost development guidelines specified in 
PJM Manual 15.  The Office of the Interconnection shall reject any request for 
Start-up Costs and No-load Costs in a Market Seller’s Offer Data for its cost-
based offer that does not conform to the Market Seller’s specification on file 
with the Office of the Interconnection. 

be used for market-based offers, 
not cost-based offers, and 
conversely that only cost-based 
start-up and no-load fees can be 
submitted with cost-based offers. 

Note:  Some of the references to 
Start-up Costs and No-load 
Costs are italicized because they 
are currently pending in the 
hourly offers compliance filing. 

The last sentence added at the 
end of subsection (ii) tracks the 
same language in the last 
sentence of subsection (i), and 
refers to the specified Start-up 
Costs and No-load Costs that 
are referenced in the Market 
Seller’s fuel cost policy. 
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34.  Tariff, Att. K-App., 

§5.2.2(d) (Financial 
Transmission Rights) 

Operating Agreement, 
Schedule 1, §5.2.2(d) 
(Financial 
Transmission Rights) 

 

 

Tariff, Att. K-App., 
§7.4.2a(a) (Bilateral 
Transfers of Auction 
Revenue Rights) 

Operating Agreement, 
Schedule 1, §7.4.2a(a) 
(Bilateral Transfers of 
Auction Revenue 
Rights) 

 

Tariff, Schedule 9-2 
(Financial 
Transmission Rights 
Administration 
Service) 

5.2.2 Financial Transmission Rights. 
(d) In addition to transactions with PJMSettlement in the Financial 
Transmission Rights auctions administered by the Office of the 
Interconnection, a Financial Transmission Right, for its entire tenure or for a 
specified period, may be sold or otherwise transferred to a third party by 
bilateral agreement, subject to compliance with such procedures as may be 
established by the Office of the Interconnection for verification of the rights of 
the purchaser or transferee. 
 
(i) Market Participants may enter into bilateral agreements to transfer to a third 
party a Financial Transmission Right, for its entire tenure or for a specified 
period.  Such bilateral transactions shall be reported to the Office of the 
Interconnection in accordance with this Schedule and pursuant to the LLC’s 
rules related to its eFTR tools. 
 
7.4.2a Bilateral Transfers of Auction Revenue Rights 
(a) Market Participants may enter into bilateral agreements to transfer Auction 
Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights to a third party. Such bilateral transfers shall be reported to the Office 
of the Interconnection in accordance with this Schedule and pursuant to the 
LLC’s rules related to its eFTR tools. 
 
SCHEDULE 9-2 
Financial Transmission Rights Administration Service 
a) Financial Transmission Rights Administration Service comprises all of the 
activities of PJM associated with administering the Financial Transmission 
Rights (“FTRs”) provided for under Attachment K to this Tariff, including, but 
not limited to, coordination of FTR bilateral trading, administration of FTR 
auctions, support of PJM’s on- line, Internet-based eFTR tool, and analyses to 
determine what total combination of FTRs can be outstanding and 

5.2.2 Financial Transmission Rights. 
(d) In addition to transactions with PJMSettlement in the Financial 
Transmission Rights auctions administered by the Office of the 
Interconnection, a Financial Transmission Right, for its entire tenure or for a 
specified period, may be sold or otherwise transferred to a third party by 
bilateral agreement, subject to compliance with such procedures as may be 
established by the Office of the Interconnection for verification of the rights of 
the purchaser or transferee. 
 
(i) Market Participants may enter into bilateral agreements to transfer to a third 
party a Financial Transmission Right, for its entire tenure or for a specified 
period.  Such bilateral transactions shall be reported to the Office of the 
Interconnection in accordance with this Schedule and pursuant to the LLC’s 
rules related to its FTR reporting eFTR tools. 
 
7.4.2a Bilateral Transfers of Auction Revenue Rights 
(a) Market Participants may enter into bilateral agreements to transfer Auction 
Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights to a third party. Such bilateral transfers shall be reported to the Office 
of the Interconnection in accordance with this Schedule and pursuant to the 
LLC’s rules related to its FTR reporting eFTR tools. 
 
SCHEDULE 9-2 
Financial Transmission Rights Administration Service 
a) Financial Transmission Rights Administration Service comprises all of the 
activities of PJM associated with administering the Financial Transmission 
Rights (“FTRs”) provided for under Attachment K to this Tariff, including, but 
not limited to, coordination of FTR bilateral trading, administration of FTR 
auctions, support of PJM’s on- line, iInternet-based eFTR reporting tool, and 
analyses to determine what total combination of FTRs can be outstanding and 

Revisions to change references 
from eFTR to FTR reporting tool 
since eFTR is being replaced 
with the FTR Center tool, 
anticipated later this year.  If we 
use a generic reference, we will 
not have to revise the sections 
again if PJM decides to use a 
new FTR reporting tool with a 
different name rather than 
specifying FTR Center.  Also 
making lower case a reference 
to Internet. 

Additionally, the revisions 
reflected as being made in Tariff, 
Attachment Q, Article V, section 
E are now being made in Tariff, 
Attachment Q, Article IV, section 
C.5 because in the middle of the 
GDECS stakeholder process, 
the provision was moved to its 
new location in a filing PJM 
submitted on December 16, 
2016 in Docket No. ER17-565-
000, which the Commission 
accepted in a letter order issued 
on February 1, 2017 
(“Attachment Q Clean Up 
Filing”). 
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Formerly  

Tariff, Attachment Q, 
Article V, § E (Credit 
Responsibility for 
Traded FTRs) 

Currently 

Tariff, Attachment Q, 
Article IV, § C.5 
(Credit for Bilateral 
Transfers of FTRs) 

 

 

accommodated by the PJM system at a given time. PJM provides this service 
to entities that hold FTRs or that submit offers to sell or bids to buy FTRs. 
 
E. Credit Responsibility for Traded FTRs. 
PJMSettlement may require that credit responsibility associated with an FTR 
traded within PJM’s eFTR system remain with the original party (which for 
these purposes, means the party bearing credit responsibility for the FTR 
immediately prior to trade) unless and until the receiving party independently 
establishes, consistent with the PJM credit policy, sufficient credit with 
PJMSettlement and agrees through confirmation of the FTR trade within the 
eFTR system that it will meet in full the credit requirements associated with 
the traded FTR. 
 

accommodated by the PJM system at a given time. PJM provides this service 
to entities that hold FTRs or that submit offers to sell or bids to buy FTRs. 
 
E. Credit Responsibility for Traded FTRs. 
PJMSettlement may require that credit responsibility associated with an FTR 
traded within PJM’s eFTR reporting tool system remain with the original party 
(which for these purposes, means the party bearing credit responsibility for 
the FTR immediately prior to trade) unless and until the receiving party 
independently establishes, consistent with the PJM credit policy, sufficient 
credit with PJMSettlement and agrees through confirmation of the FTR trade 
within the eFTR reporting tool system that it will meet in full the credit 
requirements associated with the traded FTR. 
 

35.  Tariff, Part 1, §1 
(Definition) 

N/A Non-Performance Charge: 

“Non-Performance Charge” shall mean the charge applicable to Capacity 
Performance Resources as defined in Attachment DD, § 10A(e). 

As this term is used in sections 
other than Attachment DD, § 
10A, it is helpful to provide a 
definition in section 1 that will 
point the reader to the section in 
which the formula for the Non-
Performance Charge resides.   

36.  Tariff Att. K-Appx, § 
7.4.4(a) (Calculation of 
Auction Revenue 
Right  Credits) 

7.4.4 Calculation of Auction Revenue Right Credits. 

(a) Each day, the total of all the daily Target Allocations determined as 
specified above in § 7.4.3 plus any additional Auction Revenue Rights Target 
Allocations applicable for that day shall be compared to the total revenues of 

7.4.4 Calculation of Auction Revenue Right Credits. 

(a) Each day, the total of all the daily Target Allocations determined as 
specified above in § 7.4.3 plus any additional Auction Revenue Rights Target 
Allocations applicable for that day shall be compared to the total revenues of 

This change is to reflect the 
correct cross reference of 5.2.6 
instead of 5.2.5.  
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Operating Agreement, 
Schedule 1, § 7.4.4(a) 
(Calculation of Auction 
Revenue Right 
Credits) 

all applicable monthly Financial Transmission Rights auction(s) (divided by the 
number of days in the month) plus the total revenues of the annual Financial 
Transmission Rights auction (divided by the number of days in the Planning 
Period). If the total of the Target Allocations is less than the total auction 
revenues, the Auction Revenue Right Credit for each entity holding an Auction 
Revenue Right shall be equal to its Target Allocation.  All remaining funds 
shall be distributed as Excess Congestion Charges pursuant to § 5.2.5. 

all applicable monthly Financial Transmission Rights auction(s) (divided by the 
number of days in the month) plus the total revenues of the annual Financial 
Transmission Rights auction (divided by the number of days in the Planning 
Period). If the total of the Target Allocations is less than the total auction 
revenues, the Auction Revenue Right Credit for each entity holding an Auction 
Revenue Right shall be equal to its Target Allocation.  All remaining funds 
shall be distributed as Excess Congestion Charges pursuant to § 5.2.56. 

37.  Tariff, Att. K-Appx, §§ 
5.2.5.a and 5.2.5.b 
(Calculation of 
Transmission 
Congestion Credits) 

Operating Agreement, 
Schedule 1, §§ 5.2.5.a 
and 5.2.5.b 
(Calculation of 
Transmission 
Congestion Credits) 

 

 

(a) The total of all the positive Target Allocations determined as specified 
above shall be compared to the total Transmission Congestion Charges in 
each hour resulting from both the Day-ahead Energy Market and the Real- 
time Energy Market. If the total of the Target Allocations is less than the total 
of the Transmission Congestion Charges, the Transmission Congestion Credit 
for each entity holding an FTR shall be equal to its Target Allocation. All 
remaining Transmission Congestion Charges shall be distributed as described 
below in § 5.2.6 “Distribution of Excess Congestion Charges.” 

(b) If the total of the Target Allocations is greater than the total 
Transmission Congestion Charges for the hour resulting from both the Day-
ahead Energy Market and the Real-time Energy Market, each holder of 
Financial Transmission Rights shall be assigned a share of the total 
Transmission Congestion Charges in proportion to its Target Allocations for 
Financial Transmission Rights which have a positive Target Allocation value.  
Financial Transmission Rights which have a negative Target Allocation value 
are assigned the full Target Allocation value as a negative Transmission 
Congestion Credit.   

(a) The total of all the positive Target Allocations determined as specified 
above shall be compared to the total Transmission Congestion Charges in 
each hour resulting from both the Day-ahead Energy Market and the Real- 
time Energy Market. If the total of the Target Allocations is less than or equal 
to the total of the Transmission Congestion Charges, the Transmission 
Congestion Credit for each entity holding an FTR shall be equal to its Target 
Allocation. All remaining Transmission Congestion Charges shall be 
distributed as described below in § 5.2.6 “Distribution of Excess Congestion 
Charges.” 

(b) If the total of the Target Allocations is greater than the total 
Transmission Congestion Charges for the hour resulting from both the Day-
ahead Energy Market and the Real-time Energy Market, each holder of 
Financial Transmission Rights shall be assigned a share of the total 
Transmission Congestion Charges in proportion to its Target Allocations for 
Financial Transmission Rights which have a positive Target Allocation value.  
Financial Transmission Rights which have a negative Target Allocation value 
are assigned the full Target Allocation value as a negative Transmission 
Congestion Credit.   

Tariff Attachment K Appendix 
clause 5.2.5.a concerns the case 
where total FTR Target 
Allocations are less than total 
Transmission Congestion 
Charges. Clause 5.2.5.b 
concerns the case where FTR 
Target Allocations are greater 
than total Transmission 
Congestion Charges.  However 
no clause concerns the case 
where  FTR Target Allocations 
are equal to total Transmission 
Congestion Charges.   

This change is to clarify that in 
the event FTR Target Allocations 
are equal to total Transmission 
Congestion Charges, the 
Transmission Congestion Credit 
will be equal to the Target 
Allocation.  PJM does not 
anticipate this ever (where 
Target Allocation is equal to 
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Transmission Congestion 
Charges) if it ever did occur, this 
is how PJM would determine 
credit.      

38.  Tariff, Attachment DD, 
§ 5.5A(a) (Capacity 
Resource Types) 

5.5A Capacity Resource Types 

a) Capacity Performance Resources Capacity Performance Resources are 
Capacity Resources which, to the extent such resources cleared in a 
Reliability Pricing Model Auction or are otherwise committed as a Capacity 
Resource, are obligated to deliver energy during the relevant Delivery Year as 
scheduled and/or dispatched by the Office of Interconnection during the 
Performance Assessment Hours. As further detailed in § 10A of this 
Attachment, Capacity Performance Resources that fail to meet this obligation 
will be subject to a Non-Performance Charge, unless excused pursuant to § 
10A(d) of this Attachment. Subject to 5.5A(a)(i)-(ii), the following types of 
Capacity Resources are eligible to submit a Sell Offer as a Capacity 
Performance Resource: internal or external Generation Capacity Resources; 
Annual Demand Resources; Capacity Storage Resources; Annual Energy 
Efficiency Resources; and Qualifying Transmission Upgrades. To the extent 
the underlying Capacity Resource is an external Generation Capacity 
Resource, such resource must meet the criteria for obtaining an exception to 
the Capacity Import Limit as contained in § 1.7A of the Reliability Assurance 
Agreement.  

5.5A Capacity Resource Types 

a) Capacity Performance Resources Capacity Performance Resources are 
Capacity Resources which, to the extent such resources cleared in a 
Reliability Pricing Model Auction or are otherwise committed as a Capacity 
Resource, are obligated to deliver energy during the relevant Delivery Year as 
scheduled and/or dispatched by the Office of Interconnection during the 
Performance Assessment Hours. As further detailed in § 10A of this 
Attachment, Capacity Performance Resources that fail to meet this obligation 
will be subject to a Non-Performance Charge, unless excused pursuant to § 
10A(d) of this Attachment. Subject to 5.5A(a)(i)-(ii), the following types of 
Capacity Resources are eligible to submit a Sell Offer as a Capacity 
Performance Resource: internal or external Generation Capacity Resources; 
Annual Demand Resources; Capacity Storage Resources; Annual Energy 
Efficiency Resources; and Qualifying Transmission Upgrades. To the extent 
the underlying Capacity Resource is an external Generation Capacity 
Resource, such resource must meet the criteria for obtaining an exception to 
the Capacity Import Limit as contained in § 1.7A of the Reliability Assurance 
Agreement. 

Removal of cross-reference to a 
subsection that no longer exists. 

 



The rationale for all of these revisions is the same – to correct references from “business day(s)” to “Business Day(s)” since Business Day is now defined in the Tariff as: “A Business Day is a day in 
which the Federal Reserve System is open for business and is not a scheduled PJM holiday.” 

This revision will eliminate any confusion with regard to whether the lower case references to business day mean something different than the defined term Business Day. This revision will also clarify 
the meaning of the term in an instance in which a Member has a holiday but PJM does not have the same holiday because in that case, while the day in question would not be a business day for the 
Member it would be a business day for PJM and could cause confusion with regard to a deadline in the governing documents without specific reference to the defined term Business Day.  These are not 
substantive changes to the definitions. 
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39.  Tariff, Part I, §7.1(a) 
(Billing Procedure) 

(a) Monthly Bills. By the fifth business day of each month, 
PJMSettlement, in its own name and as agent for Transmission Provider, 
as applicable, shall issue a bill to Transmission Customers and other 
entities for monthly activity and detailing the charges and credits for all 
services furnished under the Tariff during the preceding month (“billing 
month”), excluding amounts billed pursuant to weekly bills for activity 
during the preceding month.  . . .  

(a) Monthly Bills. By the fifth Bbusiness Dday of each month, PJMSettlement, 
in its own name and as agent for Transmission Provider, as applicable, shall 
issue a bill to Transmission Customers and other entities for monthly activity 
and detailing the charges and credits for all services furnished under the Tariff 
during the preceding month (“billing month”), excluding amounts billed 
pursuant to weekly bills for activity during the preceding month.  . . .  

40.  Tariff, Part I, § 7.1A 
(Payments) 

 

(a) Monthly Bills.  Net amounts due to PJMSettlement, in its own name or 
as agent for Transmission Provider, as applicable, pursuant to a monthly 
bill shall be due and payable by the Transmission Customer or other 
entity no later than noon Eastern Prevailing Time on the due date of the 
first weekly bill issued for activity in the month that the monthly bill is 
issued. It is possible, due to the timing of holidays, that the billing and 
payment cycle for monthly bills stated here would call for payment of a 
monthly bill on a Friday that occurs less than three business days after 
issuance of the bill by PJM. Where this occurs, the payment period of the 
monthly bill will be extended such that payment will be due when 
payment for the second weekly bill is due. 
 
(b) Weekly Bills.  Net amounts due to PJMSettlement, in its own name or 
as agent for Transmission Provider, as applicable, pursuant to a weekly 
bill shall be due and payable by the Transmission Customer or other 
entity no later than noon Eastern Prevailing Time on the third business 
day following the issuance of the weekly bill. Weekly bills issued after 

(a) Monthly Bills.  Net amounts due to PJMSettlement, in its own name or as 
agent for Transmission Provider, as applicable, pursuant to a monthly bill shall 
be due and payable by the Transmission Customer or other entity no later 
than noon Eastern Prevailing Time on the due date of the first weekly bill 
issued for activity in the month that the monthly bill is issued. It is possible, 
due to the timing of holidays, that the billing and payment cycle for monthly 
bills stated here would call for payment of a monthly bill on a Friday that 
occurs less than three Bbusiness Ddays after issuance of the bill by PJM. 
Where this occurs, the payment period of the monthly bill will be extended 
such that payment will be due when payment for the second weekly bill is due. 
 
(b) Weekly Bills.  Net amounts due to PJMSettlement, in its own name or as 
agent for Transmission Provider, as applicable, pursuant to a weekly bill shall 
be due and payable by the Transmission Customer or other entity no later 
than noon Eastern Prevailing Time on the third Bbusiness Dday following the 
issuance of the weekly bill. Weekly bills issued after 5:00 p.m. Eastern 
Prevailing Time shall be considered to be issued the following Bbusiness 
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5:00 p.m. Eastern Prevailing Time shall be considered to be issued the 
following business day. 
. . . 
 
PJM may terminate this payment option at any time it determines its 
excess working capital is no longer sufficient to allow further or continued 
extension financing. In such cases, PJM shall attempt to give five 
business days, but not less than three business days notice to the 
affected municipal electric system, and may call for immediate 
reimbursement of any outstanding amounts owed by the municipal 
electric system. 
 
(d) Payments by PJMSettlement.  Unless delayed by unforeseen events, 
payments made by PJMSettlement, in its own name or as agent for 
Transmission Provider, for amounts due to Transmission Customers and 
other entities shall be paid no later than 5:00 p.m. Eastern Prevailing 
Time on the business day following the payment due date for net 
amounts owed to PJMSettlement, in its own name or as agent for the 
Transmission Provider, as specified above. 

Dday. 
. . . 
 
PJM may terminate this payment option at any time it determines its excess 
working capital is no longer sufficient to allow further or continued extension 
financing. In such cases, PJM shall attempt to give five Bbusiness Ddays, but 
not less than three Bbusiness Ddays notice to the affected municipal electric 
system, and may call for immediate reimbursement of any outstanding 
amounts owed by the municipal electric system. 
 
(d) Payments by PJMSettlement.  Unless delayed by unforeseen events, 
payments made by PJMSettlement, in its own name or as agent for 
Transmission Provider, for amounts due to Transmission Customers and 
other entities shall be paid no later than 5:00 p.m. Eastern Prevailing Time on 
the Bbusiness Dday following the payment due date for net amounts owed to 
PJMSettlement, in its own name or as agent for the Transmission Provider, as 
specified above. 
 

41.  Tariff, Part I, § 7.3 
(Customer Default) 

In the event the Transmission Customer or other entity (a) fails, for any 
reason, to make payment to PJMSettlement, for the benefit of 
PJMSettlement or the Transmission Provider, on or before the due date 
as described above, or (b) fails at any time to meet the Transmission 
Provider’s creditworthiness requirements, and such failure is not 
corrected within two business days after the Transmission Provider 
notifies the Transmission Customer or other entity to cure such failure, a 
default by the Transmission Customer or other entity shall be deemed to 
exist. Upon the occurrence of a default, the Transmission Provider may 
initiate a proceeding with the Commission to terminate service but shall 
not terminate service until the Commission so approves any such 
request; provided however, that (i) in the event that a state required retail 
access program provides for continuation of retail service to affected end-

In the event the Transmission Customer or other entity (a) fails, for any 
reason, to make payment to PJMSettlement, for the benefit of PJMSettlement 
or the Transmission Provider, on or before the due date as described above, 
or (b) fails at any time to meet the Transmission Provider’s creditworthiness 
requirements, and such failure is not corrected within two Bbusiness Ddays 
after the Transmission Provider notifies the Transmission Customer or other 
entity to cure such failure, a default by the Transmission Customer or other 
entity shall be deemed to exist. Upon the occurrence of a default, the 
Transmission Provider may initiate a proceeding with the Commission to 
terminate service but shall not terminate service until the Commission so 
approves any such request; provided however, that (i) in the event that a state 
required retail access program provides for continuation of retail service to 
affected end-use customers by another supplier that is a Transmission 
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use customers by another supplier that is a Transmission Customer, then 
the Transmission Provider may, upon default by a Transmission 
Customer, immediately terminate Transmission Service to the defaulting 
Transmission Customer for the load of such end-use customers, and (ii) 
in the event that a Transmission Customer is taking service under Part II 
to serve load outside of the PJM Region, then the Transmission Provider 
may, upon default by a Transmission Customer, immediately terminate 
Transmission Service to the defaulting Transmission Customer. Billing 
disputes between the Transmission Provider and the Transmission 
Customer or other entity shall be addressed through the Transmission 
Provider’s dispute resolution procedures, and shall not relieve the 
Transmission Customer or other entity of the obligation to make payment 
of all amounts due hereunder. 

Customer, then the Transmission Provider may, upon default by a 
Transmission Customer, immediately terminate Transmission Service to the 
defaulting Transmission Customer for the load of such end-use customers, 
and (ii) in the event that a Transmission Customer is taking service under Part 
II to serve load outside of the PJM Region, then the Transmission Provider 
may, upon default by a Transmission Customer, immediately terminate 
Transmission Service to the defaulting Transmission Customer. Billing 
disputes between the Transmission Provider and the Transmission Customer 
or other entity shall be addressed through the Transmission Provider’s dispute 
resolution procedures, and shall not relieve the Transmission Customer or 
other entity of the obligation to make payment of all amounts due hereunder. 
 

42.  Tariff, Part II, §17.8 
(Reservation of Short-
Term Firm Point-To-Point 
Transmission Service) 

Requests for monthly service shall be submitted no earlier than 12:00 
a.m. EPT of the first calendar day of the month, which is seventeen (17) 
months before the date service is requested to commence; requests for 
weekly service shall be submitted no earlier than 12:00 a.m. EPT of the 
day, which is fourteen (14) days before the date service is to commence; 
and requests for daily service shall be submitted no earlier than 12:00 
a.m. EPT of the day, which is seven (7) days before the date service is to 
commence. Requests for monthly service shall be submitted no later than 
12:00 a.m. EPT of the date which is fourteen (14) days before service is 
to commence; requests for weekly service shall be submitted no later 
than 12:00 a.m. EPT of the date which is than seven (7) days before the 
service is to commence; and requests for daily service shall be submitted 
no later than 2:00 p.m. EPT the business day before service is to 
commence. All requests received during the first thirty (30) minutes 
following the above-specified times shall be deemed to have been 
received simultaneously. Designations of new Network Resources under 
section 30.2 that will use interface capacity and that are for a period of 
less than one year will be processed together with, and in the same 
manner as, requests for Short-Term Firm Point-To- Point Transmission 

Requests for monthly service shall be submitted no earlier than 12:00 a.m. 
EPT of the first calendar day of the month, which is seventeen (17) months 
before the date service is requested to commence; requests for weekly 
service shall be submitted no earlier than 12:00 a.m. EPT of the day, which is 
fourteen (14) days before the date service is to commence; and requests for 
daily service shall be submitted no earlier than 12:00 a.m. EPT of the day, 
which is seven (7) days before the date service is to commence. Requests for 
monthly service shall be submitted no later than 12:00 a.m. EPT of the date 
which is fourteen (14) days before service is to commence; requests for 
weekly service shall be submitted no later than 12:00 a.m. EPT of the date 
which is than seven (7) days before the service is to commence; and requests 
for daily service shall be submitted no later than 2:00 p.m. EPT the Bbusiness 
Dday before service is to commence. All requests received during the first 
thirty (30) minutes following the above-specified times shall be deemed to 
have been received simultaneously. Designations of new Network Resources 
under section 30.2 that will use interface capacity and that are for a period of 
less than one year will be processed together with, and in the same manner 
as, requests for Short-Term Firm Point-To- Point Transmission Service. 
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Service. 
43.  Tariff, Part II, §17.9 

(Increases in Transfer 
Capability for Short-Term 
Transmission Service) 
 

Each hour, the Transmission Provider shall post on the Transmission 
Provider’s OASIS, the capability of the Transmission System then 
available to accommodate firm Transmission Service and Network 
Integration Service for each of the following seventeen (17) months. 
Reservations with respect to any increases in transfer capability reflected 
in such posting may be made commencing at the time of posting. All 
requests for monthly Short-Term Firm Point-To-Point Transmission 
Service and monthly designation pursuant to section 30.2 of a new 
Network Resource that will use interface capacity received during the first 
thirty (30) minutes after each posting shall be deemed to have been 
submitted simultaneously. The Transmission Provider shall respond to 
the requests no later than seven (7) business days from the time of 
request for monthly service and no later than two (2) business days from 
the time of the request for weekly service. The Transmission Provider 
shall respond to requests within four (4) normal business hours of receipt 
for daily service if feasible. 
 

Each hour, the Transmission Provider shall post on the Transmission 
Provider’s OASIS, the capability of the Transmission System then available to 
accommodate firm Transmission Service and Network Integration Service for 
each of the following seventeen (17) months. Reservations with respect to any 
increases in transfer capability reflected in such posting may be made 
commencing at the time of posting. All requests for monthly Short-Term Firm 
Point-To-Point Transmission Service and monthly designation pursuant to 
section 30.2 of a new Network Resource that will use interface capacity 
received during the first thirty (30) minutes after each posting shall be deemed 
to have been submitted simultaneously. The Transmission Provider shall 
respond to the requests no later than seven (7) Bbusiness Ddays from the 
time of request for monthly service and no later than two (2) Bbusiness Ddays 
from the time of the request for weekly service. The Transmission Provider 
shall respond to requests within four (4) normal business hours of receipt for 
daily service if feasible. 
 

44.  Tariff, Part II, §18.3 
(Reservation of Non-Firm 
Point-To-Point 
Transmission Service) 
 

Requests for monthly service shall be submitted no earlier than 12:00 
a.m. EPT of the day which is sixty (60) calendar days before service is to 
commence; requests for weekly service shall be submitted no earlier than 
12:00 a.m. EPT of the day which is fourteen (14) days before the service 
is to commence; requests for daily service shall be submitted no earlier 
than 12:00 a.m. EPT of the day which is three (3) business days before 
service is to commence; and requests for hourly service shall be 
submitted no earlier than 8:00 a.m. EPT the day before service is to 
commence. Requests for monthly service shall be submitted no later than 
12:00 a.m. EPT of the date which is two (2) business days before service 
is to commence; requests for weekly service shall be submitted no later 
than thirty (30) hours before the service is to commence; requests for 
daily service shall be submitted no later than 2:00 p.m. EPT the day 
before service is to commence; and requests for hourly service shall be 

Requests for monthly service shall be submitted no earlier than 12:00 a.m. 
EPT of the day which is sixty (60) calendar days before service is to 
commence; requests for weekly service shall be submitted no earlier than 
12:00 a.m. EPT of the day which is fourteen (14) days before the service is to 
commence; requests for daily service shall be submitted no earlier than 12:00 
a.m. EPT of the day which is three (3) Bbusiness Ddays before service is to 
commence; and requests for hourly service shall be submitted no earlier than 
8:00 a.m. EPT the day before service is to commence. Requests for monthly 
service shall be submitted no later than 12:00 a.m. EPT of the date which is 
two (2) Bbusiness Ddays before service is to commence; requests for weekly 
service shall be submitted no later than thirty (30) hours before the service is 
to commence; requests for daily service shall be submitted no later than 2:00 
p.m. EPT the day before service is to commence; and requests for hourly 
service shall be submitted no later than the end of the operating hour before 
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submitted no later than the end of the operating hour before service is to 
commence. All requests received during the first five (5) minutes following 
the above-specified times shall be deemed to have been received 
simultaneously. 

service is to commence. All requests received during the first five (5) minutes 
following the above-specified times shall be deemed to have been received 
simultaneously. 
 

45.  Tariff, Part IV, §36.1.5 
(Scoping Meeting) 
 

The following provision shall apply to Interconnection Requests submitted 
prior to May 1, 2012: 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 

The following provision shall apply to Interconnection Requests submitted 
prior to May 1, 2012: 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 Bbusiness Ddays, 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 
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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. 
 

event the Interconnection Customer fails to waive or complete the scoping 
meeting requirement, its Interconnection Request shall be deemed to be 
terminated and withdrawn. 
 

46.  Tariff, Part IV, §109.4 
(Jurisdictional Review) 
 

Within five (5) business days following the receipt of a completed formal 
written request, submitted along with a $300 deposit paid by the 
prospective Interconnection Customer, the Transmission Provider will 
evaluate whether the proposed project contemplates FERC jurisdictional 
service and/or will be interconnected with FERC-jurisdictional facilities. If 
it is determined that the proposed project does not contemplate FERC-
jurisdictional service and/or will not be interconnecting with FERC-
jurisdictional facilities, the Transmission Provider will so inform the 
prospective Interconnection Customer and refund the $300 deposit. 

Within five (5) Bbusiness Ddays following the receipt of a completed formal 
written request, submitted along with a $300 deposit paid by the prospective 
Interconnection Customer, the Transmission Provider will evaluate whether 
the proposed project contemplates FERC jurisdictional service and/or will be 
interconnected with FERC-jurisdictional facilities. If it is determined that the 
proposed project does not contemplate FERC-jurisdictional service and/or will 
not be interconnecting with FERC-jurisdictional facilities, the Transmission 
Provider will so inform the prospective Interconnection Customer and refund 
the $300 deposit. 
 

47.  Tariff, Part IV, §109.5 
(Pre-application Report) 
 

After the Transmission Provider has determined that a proposed project 
contemplates FERC jurisdictional service and/or will be interconnected 
with FERC-jurisdictional facilities, the prospective Interconnection 
Customer’s $300 deposit paid in conjunction with the jurisdictional review 
noted above, will be utilized to satisfy a $300 non-refundable fee required 
for the Transmission Provider to process a pre-application report. The 
Transmission Provider shall provide the pre-application data described in 
section 109.6 below to the Interconnection Customer within 20 business 
days after the completion of the jurisdictional review set forth above. The 
pre-application report produced by the Transmission Provider is non-
binding, does not confer any rights, and the Interconnection Customer 
must still successfully apply to interconnect to the Transmission 
Provider’s system. 

After the Transmission Provider has determined that a proposed project 
contemplates FERC jurisdictional service and/or will be interconnected with 
FERC-jurisdictional facilities, the prospective Interconnection Customer’s 
$300 deposit paid in conjunction with the jurisdictional review noted above, 
will be utilized to satisfy a $300 non-refundable fee required for the 
Transmission Provider to process a pre-application report. The Transmission 
Provider shall provide the pre-application data described in section 109.6 
below to the Interconnection Customer within 20 Bbusiness Ddays after the 
completion of the jurisdictional review set forth above. The pre-application 
report produced by the Transmission Provider is non-binding, does not confer 
any rights, and the Interconnection Customer must still successfully apply to 
interconnect to the Transmission Provider’s system. 
 

48.  Tariff, Part IV, §110.1.1 
(Small Generation Project 
Evaluation) 

Small Generation projects are to be evaluated against criteria which 
follow. In order to complete the evaluation of the proposed project, it shall 
be necessary to complete a scoping meeting between the Interconnection 

Small Generation projects are to be evaluated against criteria which follow. In 
order to complete the evaluation of the proposed project, it shall be necessary 
to complete a scoping meetingbetween the Interconnection Customer, 
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 Customer, Transmission Owner(s) and the Transmission Provider. 
 
The Interconnection Customer must identify the Point of Interconnection 
to be utilized in evaluation of the proposed project no later than the close 
of business on the next business day following the day on which the 
scoping meeting is held. If the project meets all portions of the following 
criteria, the project is eligible to enter the Alternate Queue Process 
discussed in section 112C. Failure to meet any one of the following 
criteria shall result in the projects inclusion in normal Feasibility, Impact, 
and Facilities studies, as required and discussed beginning in section 
110.2. Criteria for inclusion in the Alternate Queue Process is as follows; 
(i) project cannot be connected to a PJM monitored transmission facility 
as defined in PJM Manual M-03, (ii) project cannot be an uprate or 
addition to an existing facility, (iii) project distribution factor for any PJM 
monitored transmission facility may not exceed 5 percent as evaluated 
against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW 
impact of the project cannot be greater than 1 percent of the element 
rating, (iv) project may not connect to the same Point of Interconnection 
as any other project, and (v) aggregate impact of all projects connecting 
on any individual radial connection to a PJM monitored transmission 
facility shall not exceed 1 percent of line rating. 

Transmission Owner(s) and the Transmission Provider. 
 
The Interconnection Customer must identify the Point of Interconnection to be 
utilized in evaluation of the proposed project no later than the close of 
business on the next Bbusiness Dday following the day on which the scoping 
meeting is held. If the project meets all portions of the following criteria, the 
project is eligible to enter the Alternate Queue Process discussed in section 
112C. Failure to meet any one of the following criteria shall result in the 
projects inclusion in normal Feasibility, Impact, and Facilities studies, as 
required and discussed beginning in section 110.2. Criteria for inclusion in the 
Alternate Queue Process is as follows; (i) project cannot be connected to a 
PJM monitored transmission facility as defined in PJM Manual M-03, (ii) 
project cannot be an uprate or addition to an existing facility, (iii) project 
distribution factor for any PJM monitored transmission facility may not exceed 
5 percent as evaluated against the case chosen to model the New Services 
Queue associated with the timing of the receipt of the Interconnection 
Request and the MW impact of the project cannot be greater than 1 percent of 
the element rating, (iv) project may not connect to the same Point of 
Interconnection as any other project, and (v) aggregate impact of all projects 
connecting on any individual radial connection to a PJM monitored 
transmission facility shall not exceed 1 percent of line rating. 
 

49.  Tariff, Part IV, §111.1.1 
(Small Generation Project 
Evaluation) 
 

Small Generation projects are to be evaluated against criteria which 
follow. In order to complete the evaluation of the proposed project, it shall 
be necessary to complete a scoping meeting between the Interconnection 
Customer, Transmission Owner(s) and the Transmission Provider. 
 
The Interconnection Customer must identify the Point of Interconnection 
to be utilized in evaluation of the proposed project no later than the close 
of business on the next business day following the day on which the 
scoping meeting is held. If the project meets all portions of the following 
criteria, the project is eligible to enter the Alternate Queue Process 

Small Generation projects are to be evaluated against criteria which follow. In 
order to complete the evaluation of the proposed project, it shall be necessary 
to complete a scoping meeting between the Interconnection Customer, 
Transmission Owner(s) and the Transmission Provider. 
 
The Interconnection Customer must identify the Point of Interconnection to be 
utilized in evaluation of the proposed project no later than the close of 
business on the next Bbusiness Dday following the day on which the scoping 
meeting is held. If the project meets all portions of the following criteria, the 
project is eligible to enter the Alternate Queue Process discussed in section 
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discussed in section 112C. Failure to meet any one of the following 
criteria shall result in the projects inclusion in normal Feasibility, Impact, 
and Facilities studies, as required and discussed beginning in section 
111.2. Criteria for inclusion in the Alternate Queue Process is as follows; 
(i) project cannot be connected to the a PJM monitored transmission 
facility as defined in PJM Manual M-03, (ii) project cannot be an uprate or 
addition to an existing facility, (iii) project distribution factor for any PJM 
monitored transmission facilitymay not exceed 5 percent as evaluated 
against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW 
impact of the project cannot be greater than 1 percent of the element 
rating, (iv) project may not connect to the same Point of Interconnection 
as any other project, and (v) aggregate impact of all projects connecting 
on any individual radial connection to a PJM monitored transmission 
facility shall not exceed 1 percent of line rating. 

112C. Failure to meet any one of the following criteria shall result in the 
projects inclusion in normal Feasibility, Impact, and Facilities studies, as 
required and discussed beginning in section 111.2. Criteria for inclusion in the 
Alternate Queue Process is as follows; (i) project cannot be connected to the 
a PJM monitored transmission facility as defined in PJM Manual M-03, (ii) 
project cannot be an uprate or addition to an existing facility, (iii) project 
distribution factor for any PJM monitored transmission facilitymay not exceed 
5 percent as evaluated against the case chosen to model the New Services 
Queue associated with the timing of the receipt of the Interconnection 
Request and the MW impact of the project cannot be greater than 1 percent of 
the element rating, (iv) project may not connect to the same Point of 
Interconnection as any other project, and (v) aggregate impact of all projects 
connecting on any individual radial connection to a PJM monitored 
transmission facility shall not exceed 1 percent of line rating. 
 
 

50.  Tariff, Part IV, §112.1.1 
(Small Generation Project 
Evaluation) 
 

Small Generation projects are to be evaluated against criteria which 
follow. In order to complete the evaluation of the proposed project it shall 
be necessary to complete a scoping meeting between the Interconnection 
Customer, Transmission Owner(s) and the Transmission Provider. 
 
The Interconnection Customer must identify the Point of Interconnection 
to be utilized in evaluation of the proposed project no later than the close 
of business on the next business day following the day on which the 
scoping meeting is held. If the project meets all portions of the following 
criteria, the project is eligible to enter the Alternate Queue Process 
discussed in section 112C. Failure to meet any one of the following 
criteria shall result in the projects inclusion in normal Feasibility, Impact, 
and Facilities studies, as required and discussed beginning in section 
112.2. Criteria for inclusion in the Alternate Queue Process is as follows; 
(i) project cannot be connected to the a PJM monitored transmission 
facility as defined in PJM Manual M-03, (ii) project cannot be an uprate or 

Small Generation projects are to be evaluated against criteria which follow. In 
order to complete the evaluation of the proposed project it shall be necessary 
to complete a scoping meeting between the Interconnection Customer, 
Transmission Owner(s) and the Transmission Provider. 
 
The Interconnection Customer must identify the Point of Interconnection to be 
utilized in evaluation of the proposed project no later than the close of 
business on the next Bbusiness Dday following the day on which the scoping 
meeting is held. If the project meets all portions of the following criteria, the 
project is eligible to enter the Alternate Queue Process discussed in section 
112C. Failure to meet any one of the following criteria shall result in the 
projects inclusion in normal Feasibility, Impact, and Facilities studies, as 
required and discussed beginning in section 112.2. Criteria for inclusion in the 
Alternate Queue Process is as follows; (i) project cannot be connected to the 
a PJM monitored transmission facility as defined in PJM Manual M-03, (ii) 
project cannot be an uprate or addition to an existing facility, (iii) project 
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addition to an existing facility, (iii) project distribution factor for any PJM 
monitored transmission facility may not exceed 5 percent as evaluated 
against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW 
impact of the project cannot be greater than 1 percent of the element 
rating, (iv) project may not connect to the same Point of Interconnection 
as any other project, and (v) aggregate impact of all projects connecting 
on any individual radial connection to a PJM monitored transmission 
facility shall not exceed 1 percent of line rating. 

distribution factor for any PJM monitored transmission facility may not exceed 
5 percent as evaluated against the case chosen to model the New Services 
Queue associated with the timing of the receipt of the Interconnection 
Request and the MW impact of the project cannot be greater than 1 percent of 
the element rating, (iv) project may not connect to the same Point of 
Interconnection as any other project, and (v) aggregate impact of all projects 
connecting on any individual radial connection to a PJM monitored 
transmission facility shall not exceed 1 percent of line rating. 
 
 

51.  Tariff, Part IV, §112A.3 
(Results of Screens) 
 

112A.3.1 If the proposed interconnection passes the screens set forth in 
section 112A.1 of this Tariff, the proposed interconnection shall be 
approved and the Transmission Provider will undertake Reasonable 
Efforts to provide the Interconnection Customer with an executable 
Interconnection Service Agreement within five business days after the 
determination. In the event that the Transmission Provider is unable to 
provide Interconnection Customer with an executable Interconnection 
Service Agreement within five business days, it shall provide 
Interconnection Customer with reasonable notification of the delay, 
including the reasons for the delay and the date it anticipates being able 
to provide the executable Interconnection Service Agreement.  
Interconnection Customer shall execute the Interconnection Service 
Agreement, request dispute resolution, or request that the 
Interconnection Service Agreement be filed unexecuted in accordance 
with section 212.4 of this Tariff. 
 
112A.3.2 If the proposed interconnection of the Energy Resource fails the 
screens set forth in section 112A.1 of this Tariff, but the Transmission 
Provider, in consultation with the Interconnected Transmission Owner, 
determines that the Energy Resource may nevertheless be 
interconnected consistent with safety, reliability, and power quality 
standards, the Transmission Provider will undertake Reasonable Efforts 

112A.3.1 If the proposed interconnection passes the screens set forth in 
section 112A.1 of this Tariff, the proposed interconnection shall be approved 
and the Transmission Provider will undertake Reasonable Efforts to provide 
the Interconnection Customer with an executable Interconnection Service 
Agreement within five Bbusiness Ddays after the determination. In the event 
that the Transmission Provider is unable to provide Interconnection Customer 
with an executable Interconnection Service Agreement within five Bbusiness 
Ddays, it shall provide Interconnection Customer with reasonable notification 
of the delay, including the reasons for the delay and the date it anticipates 
being able to provide the executable Interconnection Service Agreement. 
Interconnection Customer shall execute the Interconnection Service 
Agreement, request dispute resolution, or request that the Interconnection 
Service Agreement be filed unexecuted in accordance with section 212.4 of 
this Tariff. 
 
112A.3.2 If the proposed interconnection of the Energy Resource fails the 
screens set forth in section 112A.1 of this Tariff, but the Transmission 
Provider, in consultation with the Interconnected Transmission Owner, 
determines that the Energy Resource may nevertheless be interconnected 
consistent with safety, reliability, and power quality standards, the 
Transmission Provider will undertake Reasonable Efforts to provide the 
Interconnection Customer an executable Interconnection Service Agreement 
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to provide the Interconnection Customer an executable Interconnection 
Service Agreement within five business days after such determination. In 
the event that the Transmission Provider is unable to provide 
Interconnection Customer with an executable Interconnection Service 
Agreement within five business days, it shall provide Interconnection 
Customer with reasonable notification of the delay, including the reasons 
for the delay and the date it anticipates being able to provide the 
executable Interconnection Service Agreement.  Interconnection 
Customer shall execute the Interconnection Service Agreement, request 
dispute resolution, or request that the Interconnection Service Agreement 
be filed unexecuted in accordance with section 212.4 of this Tariff.  
 

within five Bbusiness Ddays after such determination. In the event that the 
Transmission Provider is unable to provide Interconnection Customer with an 
executable Interconnection Service Agreement within five Bbusiness Ddays, it 
shall provide Interconnection Customer with reasonable notification of the 
delay, including the reasons for the delay and the date it anticipates being 
able to provide the executable Interconnection Service Agreement.  
Interconnection Customer shall execute the Interconnection Service 
Agreement, request dispute resolution, or request that the Interconnection 
Service Agreement be filed unexecuted in accordance with section 212.4 of 
this Tariff. 
 

52.  Tariff, Part IV, §112A.4 
(Customer Options 
Meeting) 

112A.4.1 If the Transmission Provider determines that the 
Interconnection Request cannot be approved without: (1) minor 
modifications at minimal cost; (2) a supplemental study or other 
additional studies or actions; or (3) incurring at significant cost to address 
safety, reliability, or power quality problems, the Transmission Provider 
shall notify the Interconnection Customer of that determination within five 
business days and provide copies of all data and analyses underlying its 
conclusion. Within ten business days of the Transmission Provider's 
determination, the Transmission Provider shall offer to convene a 
customer options meeting with the Transmission Provider and the 
Transmission Owner to review possible Customer Facility modifications 
or the screens analysis and related results, to determine what further 
steps are needed to permit the Energy Resource to be connected safely 
and reliably. At the time of notification of the Transmission Provider's 
determination, or at the customer options meeting, the Transmission 
Provider and Transmission Owner, as applicable, shall: 
 
112A.4.1.1 Offer to perform facility modifications or minor modifications to 
the Transmission System (e.g., changing meters, fuses, relay settings) 
and provide a non-binding good faith estimate of the limited cost to make 

112A.4.1 If the Transmission Provider determines that the Interconnection 
Request cannot be approved without: (1) minor modifications at minimal cost; 
(2) a supplemental study or other additional studies or actions; or (3) incurring 
at significant cost to address safety, reliability, or power quality problems, the 
Transmission Provider shall notify the Interconnection Customer of that 
determination within five Bbusiness Ddays and provide copies of all data and 
analyses underlying its conclusion. Within ten Bbusiness Ddays of the 
Transmission Provider's determination, the Transmission Provider shall offer 
to convene a customer options meeting with the Transmission Provider and 
the Transmission Owner to review possible Customer Facility modifications or 
the screens analysis and related results, to determine what further steps are 
needed to permit the Energy Resource to be connected safely and reliably. At 
the time of notification of the Transmission Provider's determination, or at the 
customer options meeting, the Transmission Provider and Transmission 
Owner, as applicable, shall:  
 
112A.4.1.1 Offer to perform facility modifications or minor modifications to the 
Transmission System (e.g., changing meters, fuses, relay settings) and 
provide a non-binding good faith estimate of the limited cost to make such 
modifications to the Transmission System.  If the Interconnection Customer 
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such modifications to the Transmission System. If the Interconnection 
Customer agrees to pay for the modifications to the Transmission 
Provider’s system, the Transmission Provider will provide the 
Interconnection Customer with an executable Interconnection Service 
Agreement within ten business days of the customer options meeting; or 
 
112A.4.1.2 Offer to perform a supplemental review in accordance with 
section 112A.5 , and provide a non-binding good faith estimate of the 
costs of such review; or 
 
112A.4.1.3 Obtain the Interconnection Customer's agreement to continue 
evaluating the Interconnection Request under sections 111 or 112 of the 
Tariff (irrespective of the resource size limitations stated therein), as 
applicable. 
 

agrees to pay for the modifications to the Transmission Provider’s system, the 
Transmission Provider will provide the Interconnection Customer with an 
executable Interconnection Service Agreement within ten Bbusiness Ddays of 
the customer options meeting; or 
 
112A.4.1.2 Offer to perform a supplemental review in accordance with section 
112A.5 , and provide a non-binding good faith estimate of the costs of such 
review; or 
 
112A.4.1.3 Obtain the Interconnection Customer's agreement to continue 
evaluating the Interconnection Request under sections 111 or 112 of the Tariff 
(irrespective of the resource size limitations stated therein), as applicable. 

53.  Tariff, Part IV, §112A.5 
(Supplemental Review) 
 

112A.5.1 To accept the offer of a supplemental review, the 
Interconnection Customer shall agree in writing, and submit a deposit for 
the estimated costs of the supplemental review in the amount of the 
Transmission Provider’s good faith estimate of the costs of such review 
(recognizing that such amount may be adjusted by the amount of 
deposits already held by the Transmission Provider in connection with the 
Interconnection Request) both within 15 business days of the offer. If the 
written agreement and additional deposit (if required) have not been 
received by the Transmission Provider within that timeframe, the 
Interconnection Request shall continue to be evaluated under Section 
111 or 112 of this Subpart G (irrespective of the resource size limitation 
set forth therein) unless it is withdrawn by the Interconnection Customer. 
 
112A.5.3 Within 30 business days following receipt of the deposit for a 
supplemental review, the Transmission Provider shall: (1) perform a 
supplemental review using the screens set forth below; (2) notify, in 
writing, the Interconnection Customer of the results; and (3) include with 

112A.5.1 To accept the offer of a supplemental review, the Interconnection 
Customer shall agree in writing, and submit a deposit for the estimated costs 
of the supplemental review in the amount of the Transmission Provider’s good 
faith estimate of the costs of such review (recognizing that such amount may 
be adjusted by the amount of deposits already held by the Transmission 
Provider in connection with the Interconnection Request) both within 15 
Bbusiness Ddays of the offer. If the written agreement and additional deposit 
(if required) have not been received by the Transmission Provider within that 
timeframe, the Interconnection Request shall continue to be evaluated under 
Section 111 or 112 of this Subpart G (irrespective of the resource size 
limitation set forth therein) unless it is withdrawn by the Interconnection 
Customer. 
 
112A.5.3 Within 30 Bbusiness Ddays following receipt of the deposit for a 
supplemental review, the Transmission Provider shall: (1) perform a 
supplemental review using the screens set forth below; (2) notify, in writing, 
the Interconnection Customer of the results; and (3) include with the 
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the notification copies of the analysis and data underlying the 
Transmission Provider’s determinations under the screens. Unless the 
Interconnection Customer provided instructions for how to respond to the 
failure of any of the supplemental review screens below at the time the 
Interconnection Customer accepted the offer of supplemental review, the 
Transmission Provider shall notify the Interconnection Customer following 
the failure of any o f the screens, or if it is unable to perform the screen in 
section 112A.5.3.1, within two business days of making such a 
determination to obtain the Interconnection Customer’s permission to: (1) 
continue evaluating the proposed interconnection under this section 
112A.5.3; (2) terminate the supplemental review and continue evaluating 
the Energy Resource under section 111 or 112 (irrespective of the 
resource size limitation set forth therein), as applicable; or (3) terminate 
the supplemental review upon withdrawal of the Interconnection Request 
by the Interconnection Customer. 
 
112A.5.3.4.1 If the proposed interconnection passes the supplemental 
screens in sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above and 
does not require construction of facilities by the Transmission Provider on 
its own system, the Interconnection Service Agreement shall be provided 
within ten business days after notification of the supplemental review 
results. 
 
112A.5.3.4.2 If interconnection facilities or minor modifications to the 
Transmission Provider’s system are required for the proposed 
interconnection to pass the supplemental screens in sections 112A.5.3.1, 
112A.5.3.2 and 112A.5.3.3 above, and the Interconnection Customer 
agrees to pay for the modifications to the Transmission Provider’s electric 
system, the Interconnection Service Agreement, along with a nonbinding 
good faith estimate for the interconnection facilities and/or minor 
modifications, shall be provided to the Interconnection Customer within 
15 business days after receiving written notification of the supplemental 

notification copies of the analysis and data underlying the Transmission 
Provider’s determinations under the screens. Unless the Interconnection 
Customer provided instructions for how to respond to the failure of any of the 
supplemental review screens below at the time the Interconnection Customer 
accepted the offer of supplemental review, the Transmission Provider shall 
notify the Interconnection Customer following the failure of any o f the 
screens, or if it is unable to perform the screen in section 112A.5.3.1, within 
two Bbusiness Ddays of making such a determination to obtain the 
Interconnection Customer’s permission to: (1) continue evaluating the 
proposed interconnection under this section 112A.5.3; (2) terminate the 
supplemental review and continue evaluating the Energy Resource under 
section 111 or 112 (irrespective of the resource size limitation set forth 
therein), as applicable; or (3) terminate the supplemental review upon 
withdrawal of the Interconnection Request by the Interconnection Customer. 
 
112A.5.3.4.1 If the proposed interconnection passes the supplemental 
screens in sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above and does 
not require construction of facilities by the Transmission Provider on its own 
system, the Interconnection Service Agreement shall be provided within ten 
Bbusiness Ddays after notification of the supplemental review results. 
 
112A.5.3.4.2 If interconnection facilities or minor modifications to the 
Transmission Provider’s system are required for the proposed interconnection 
to pass the supplemental screens in sections 112A.5.3.1, 112A.5.3.2 and 
112A.5.3.3 above, and the Interconnection Customer agrees to pay for the 
modifications to the Transmission Provider’s electric system, the 
Interconnection Service Agreement, along with a nonbinding good faith 
estimate for the interconnection facilities and/or minor modifications, shall be 
provided to the Interconnection Customer within 15 Bbusiness Ddays after 
receiving written notification of the supplemental review results. 
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review results. 

54.  Tariff, Part IV, §112B.1 
(Application) 
 

An Interconnection Customer desiring the interconnection of a Small 
Inverter Facility must submit to Transmission Provider an executed 
Attachment BB - Form of Interconnection Service Agreement for Certified 
Inverter-Based Generating Facility (“Small Inverter ISA”) and a 
nonrefundable processing fee of $500. Attachment BB is available on the 
PJM web site.  In the Small Inverter ISA, Interconnection Customer shall 
provide, among other things, (i) contact information for itself and any 
other entity that may be interfacing with Transmission Provider on its 
behalf; and (ii) the legal names of the owner(s) of the Small Inverter 
Facility, including the percentage ownership (if any) by any utility or public 
utility holding company, or by any entity owned by either. Transmission 
Provider shall acknowledge that it received the Small Inverter ISA within 
three business days of receipt. Within ten business days, Transmission 
Provider shall notify Interconnection Customer that the Small Inverter ISA 
is complete or identify any deficiencies that need to be addressed. 

An Interconnection Customer desiring the interconnection of a Small Inverter 
Facility must submit to Transmission Provider an executed Attachment BB - 
Form of Interconnection Service Agreement for Certified Inverter-Based 
Generating Facility (“Small Inverter ISA”) and a nonrefundable processing fee 
of $500. Attachment BB is available on the PJM web site.  In the Small 
Inverter ISA, Interconnection Customer shall provide, among other things, (i) 
contact information for itself and any other entity that may be interfacing with 
Transmission Provider on its behalf; and (ii) the legal names of the owner(s) of 
the Small Inverter Facility, including the percentage ownership (if any) by any 
utility or public utility holding company, or by any entity owned by either. 
Transmission Provider shall acknowledge that it received the Small Inverter 
ISA within three Bbusiness Ddays of receipt. Within ten Bbusiness Ddays, 
Transmission Provider shall notify Interconnection Customer that the Small 
Inverter ISA is complete or identify any deficiencies that need to be 
addressed. 
 

55.  Tariff, Part IV, §112B.2 
(Verification of 
Interconnection) 
 

Within 15 business days of notification to the Interconnection Customer 
that its Small Inverter ISA is complete, Transmission Provider shall notify 
Interconnection Customer whether its Small Inverter Facility can be 
interconnected safely and reliably. Transmission Provider shall make this 
determination using the screens set forth in section 112A of this Tariff. In 
the event that the Transmission Provider determines that the Small 
Inverter Facility can be safely and reliably interconnected, Transmission 
Provider shall tender the Small Inverter ISA to the Interconnected 
Transmission Owner for execution. The Interconnected Transmission 
Owner shall have five business days to execute the Small Inverter ISA 
and return it to Transmission Provider.  Transmission Provider then will 
provide the Interconnected Parties with the Small Inverter ISA.  In the 
event an Interconnection Party does not execute the Small Inverter ISA, 
the Interconnection Customer may request the agreement be filed 

Within 15 Bbusiness Ddays of notification to the Interconnection Customer 
that its Small Inverter ISA is complete, Transmission Provider shall notify 
Interconnection Customer whether its Small Inverter Facility can be 
interconnected safely and reliably. Transmission Provider shall make this 
determination using the screens set forth in section 112A of this Tariff. In the 
event that the Transmission Provider determines that the Small Inverter 
Facility can be safely and reliably interconnected, Transmission Provider shall 
tender the Small Inverter ISA to the Interconnected Transmission Owner for 
execution. The Interconnected Transmission Owner shall have five Bbusiness 
Ddays to execute the Small Inverter ISA and return it to Transmission 
Provider.  Transmission Provider then will provide the Interconnected Parties 
with the Small Inverter ISA.  In the event an Interconnection Party does not 
execute the Small Inverter ISA, the Interconnection Customer may request the 
agreement be filed unexecuted with the FERC or alternative dispute resolution 
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unexecuted with the FERC or alternative dispute resolution in accordance 
with section 212.4 of this Tariff. 
 

in accordance with section 212.4 of this Tariff. 
 

56.  Tariff, Part IV, §112B.3 
(Certificate of Completion 
and Inspection) 
 

112B.3.2  Prior to parallel operation, Transmission Provider and/or 
Interconnected Transmission Owner may inspect the Small Inverter 
Facility for compliance with standards, which may include a witness test. 
All inspections by Transmission Provider and/or the Interconnected 
Transmission Owner shall be at its own expense, within ten business 
days after receipt of the completed Certificate of Completion and shall 
take place at a time agreeable to the Transmission Provider and/or 
Interconnected Transmission Owner and the Interconnection Customer. 
Unless otherwise agreed by the Transmission Provider and/or the 
Interconnected Transmission Owner and the Interconnection Customer, if 
the Transmission Provider and/or the Interconnected Transmission 
Owner do not schedule an inspection of the Small Inverter Facility within 
ten business days after receipt of the completed Certificate of 
Completion, the right to inspection, including the witness test, is waived. 
Transmission Provider and/or the Interconnected Transmission Owner 
shall provide a written statement that the Small Inverter Facility has 
passed inspection or shall notify the Interconnection Customer of what 
steps are necessary to pass inspection as soon as practicable after the 
inspection takes place. 
 

112B.3.2  Prior to parallel operation, Transmission Provider and/or 
Interconnected Transmission Owner may inspect the Small Inverter Facility for 
compliance with standards, which may include a witness test. All inspections 
by Transmission Provider and/or the Interconnected Transmission Owner 
shall be at its own expense, within ten Bbusiness Ddays after receipt of the 
completed Certificate of Completion and shall take place at a time agreeable 
to the Transmission Provider and/or Interconnected Transmission Owner and 
the Interconnection Customer. Unless otherwise agreed by the Transmission 
Provider and/or the Interconnected Transmission Owner and the 
Interconnection Customer, if the Transmission Provider and/or the 
Interconnected Transmission Owner do not schedule an inspection of the 
Small Inverter Facility within ten Bbusiness Ddays after receipt of the 
completed Certificate of Completion, the right to inspection, including the 
witness test, is waived. Transmission Provider and/or the Interconnected 
Transmission Owner shall provide a written statement that the Small Inverter 
Facility has passed inspection or shall notify the Interconnection Customer of 
what steps are necessary to pass inspection as soon as practicable after the 
inspection takes place. 
 

57.  Tariff, Part IV, §112C 
(Alternate Queue 
Process) 
 

Upon receipt of an Interconnection Request associated with the proposal 
of new generation facilities and following the determination set forth in 
sections 110.1.1, 111.1.1, or 112.1.1, a new Interconnection Request 
may be evaluated under the terms set forth in the Alternate Queue 
Process, under this section 112C. The evaluation of Interconnection 
Requests under the Alternate Queue Process shall be conducted by the 
Transmission Owner(s) under the direction of the Transmission Provider. 
The evaluation of these projects (i) may include study processes similar 
to those as described as Generation Feasibility Study, System Impact 

Upon receipt of an Interconnection Request associated with the proposal of 
new generation facilities and following the determination set forth in sections 
110.1.1, 111.1.1, or 112.1.1, a new Interconnection Request may be 
evaluated under the terms set forth in the Alternate Queue Process, under this 
section 112C. The evaluation of Interconnection Requests under the Alternate 
Queue Process shall be conducted by the Transmission Owner(s) under the 
direction of the Transmission Provider. The evaluation of these projects (i) 
may include study processes similar to those as described as Generation 
Feasibility Study, System Impact Study, and Facilities Study, (ii) shall include 
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Study, and Facilities Study, (ii) shall include studies as required to ensure 
the reliable planning and operation of the applicable power system, (iii) 
shall have engineering studies conducted by the appropriate 
Transmission Owner(s). The studies listed in this section 112C shall 
include thermal studies, short circuit studies, stability studies, and 
additional appropriate studies as required for the reliable integration of 
the Interconnection Request. The Transmission Provider shall monitor 
and coordinate completion of any studies required under this Alternate 
Queue Process. The studies conducted under this Alternate Queue 
Process shall be completed in a timely manner. In the case of the 
Feasibility Study portion of the Alternate Queue Process studies, the 
Transmission Provider shall perform these studies two times each year. 
For Interconnection Requests received during the six-month period 
ending October 31 the Transmission Provider shall use due diligence to 
complete Interconnection Feasibility Studies by the last day of February. 
For Interconnection Requests received during the six-month period 
ending April 30 the Transmission Provider shall use due diligence to 
complete Interconnection Feasibility Studies by August 31. Following the 
closure of an interconnection queue on October 31 and April 30, the 
Transmission Provider will utilize the following one month period to 
conduct any remaining scoping meetings and assemble the necessary 
analysis models so as to initiate the performance of the Interconnection 
Feasibility Studies on December 1 and June 1, respectively.  In the case 
of a System Impact Study portion of the Alternate Queue P rocess 
studies, the Transmission Provider shall perform these studies each year 
commencing on (i) June 1, for New Service Requests received between 
May 1 and October 31 of the previous year, (ii) December 1, for New 
Service Requests received between November 1 of the previous year, 
and April 30 of the same year. The Transmission Provider shall use due 
diligence to complete the System Impact Studies within 120 days of the 
date the study commences. In the event that the Transmission Provider is 
unable to complete an Interconnection Feasibility Study and/or the 

studies as required to ensure the reliable planning and operation of the 
applicable power system, (iii) shall have engineering studies conducted by the 
appropriate Transmission Owner(s). The studies listed in this section 112C 
shall include thermal studies, short circuit studies, stability studies, and 
additional appropriate studies as required for the reliable integration of the 
Interconnection Request. The Transmission Provider shall monitor and 
coordinate completion of any studies required under this Alternate Queue 
Process. The studies conducted under this Alternate Queue Process shall be 
completed in a timely manner. In the case of the Feasibility Study portion of 
the Alternate Queue Process studies, the Transmission Provider shall perform 
these studies two times each year. For Interconnection Requests received 
during the six-month period ending October 31 the Transmission Provider 
shall use due diligence to complete Interconnection Feasibility Studies by the 
last day of February. For Interconnection Requests received during the six-
month period ending April 30 the Transmission Provider shall use due 
diligence to complete Interconnection Feasibility Studies by August 31. 
Following the closure of an interconnection queue on October 31 and April 30, 
the Transmission Provider will utilize the following one month period to 
conduct any remaining scoping meetings and assemble the necessary 
analysis models so as to initiate the performance of the Interconnection 
Feasibility Studies on December 1 and June 1, respectively.  In the case of a 
System Impact Study portion of the Alternate Queue P rocess studies, the 
Transmission Provider shall perform these studies each year commencing on 
(i) June 1, for New Service Requests received between May 1 and October 31 
of the previous year, (ii) December 1, for New Service Requests received 
between November 1 of the previous year, and April 30 of the same year. The 
Transmission Provider shall use due diligence to complete the System Impact 
Studies within 120 days of the date the study commences. In the event that 
the Transmission Provider is unable to complete an Interconnection Feasibility 
Study and/or the System Impact Study within such time periods, it shall so 
notify the affected Interconnection Customer and the affected Transmission 
Owner(s) and provide an estimated completion date along with an explanation 
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System Impact Study within such time periods, it shall so notify the 
affected Interconnection Customer and the affected Transmission 
Owner(s) and provide an estimated completion date along with an 
explanation of the reasons why additional time is needed to complete the 
study.  In the event that the Transmission Provider anticipates that the 
Interconnection Customer’s study cost responsibility will substantially 
exceed the deposit, the Transmission Provider shall provide the 
Interconnection Customer with an estimate of the study costs and the 
Interconnection Customer’s cost responsibility. Within ten (10) business 
days of receiving such estimate, the Interconnection Customer may 
withdraw its Interconnection Request by providing written notice to the 
Transmission Provider, in which event the deposit paid to Transmission 
Provider shall be refunded. Unless the Interconnection Request is 
withdrawn within ten (10) business days, the Interconnection Customer 
agrees to pay the amount of its actual cost responsibility and will pay 
additional deposits as required to meet the estimated study cost. If the 
Interconnection Customer fails to provide the required additional deposit 
within ten (10) business days, the Interconnection Request shall be 
deemed terminated and withdrawn. 
 

of the reasons why additional time is needed to complete the study.  In the 
event that the Transmission Provider anticipates that the Interconnection 
Customer’s study cost responsibility will substantially exceed the deposit, the 
Transmission Provider shall provide the Interconnection Customer with an 
estimate of the study costs and the Interconnection Customer’s cost 
responsibility. Within ten (10) Bbusiness Ddays of receiving such estimate, the 
Interconnection Customer may withdraw its Interconnection Request by 
providing written notice to the Transmission Provider, in which event the 
deposit paid to Transmission Provider shall be refunded. Unless the 
Interconnection Request is withdrawn within ten (10) Bbusiness Ddays, the 
Interconnection Customer agrees to pay the amount of its actual cost 
responsibility and will pay additional deposits as  required to meet the 
estimated study cost. If the Interconnection Customer fails to provide the 
required additional deposit within ten (10) Bbusiness Ddays, the 
Interconnection Request shall be deemed terminated and withdrawn. 
 

58.  Tariff, Part VI, §204.2.2.1 
(Acknowledgement of 
Upgrade Request for 
Merchant Network 
Upgrades) 
 

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

The Transmission Provider shall acknowledge receipt (electronically when 
available to all parties, otherwise written) of the Upgrade Request within five 
(5) Bbusiness Ddays after receipt of the request and shall attach a copy of the 
received Upgrade Request to the acknowledgement. 

59.  Tariff, Part VI, §204.2.2.2 
(Deficiencies in Upgrade 
Request for Merchant 
Network Upgrades) 
 

An Upgrade Request will not be considered a valid request if 
Interconnection Customer has failed to pay any outstanding invoices 
related to prior Queue Requests submitted pursuant to Part IV or VI by 
the Interconnection Customer and until all information required under 
Attachment EE is able to be studied by the Transmission Provider. If an 
Upgrade Request fails to meet the requirements, except as provided 

An Upgrade Request will not be considered a valid request if Interconnection 
Customer has failed to pay any outstanding invoices related to prior Queue 
Requests submitted pursuant to Part IV or VI by the Interconnection Customer 
and until all information required under Attachment EE is able to be studied by 
the Transmission Provider. If an Upgrade Request fails to meet the 
requirements, except as provided below regarding the deposit, or is in arrears 
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below regarding the deposit, 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 Upgrade Request. Such notice 
shall explain that the Upgrade 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 the 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 Upgrade Request 
shall be assigned a Queue Position under Section 201 as of the date that 
the 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 the 
Transmission Provider’s deficiency notice under this Section 204.2.2.2, its 
Upgrade Request shall be deemed to be terminated and withdrawn.  
Notwithstanding the above, the Interconnection Customer must submit its 
deposit at the time it submits its Upgrade Request. Failure to do so will 
result in rejection of the Upgrade Request. 
 

as described above, the Transmission Provider shall so notify the 
Interconnection Customer (electronically when available to all parties, 
otherwise written) within five (5) Bbusiness Ddays of receipt of the initial 
Upgrade Request. Such notice shall explain that the Upgrade 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 the Transmission Provider’s notice identifies as 
needed to constitute a valid request and shall make any payments on any 
outstanding invoices within ten (10) Bbusiness Ddays after receipt of such 
notice. Upon timely correction of the deficiency, the Upgrade Request shall be 
assigned a Queue Position under Section 201 as of the date that the 
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 the Transmission 
Provider’s deficiency notice under this Section 204.2.2.2, its Upgrade Request 
shall be deemed to be terminated and withdrawn.  Notwithstanding the above, 
the Interconnection Customer must submit its deposit at the time it submits its 
Upgrade Request. Failure to do so will result in rejection of the Upgrade 
Request. 
 

60.  Tariff, Part VI, §204.2.2.3 
(Scoping Meeting) 
 

Transmission Provider shall provide each Interconnection Customer 
proposing Merchant Network Upgrades with an opportunity for a scoping 
meeting among the Transmission Provider, the prospective 
Interconnected Transmission Owner(s) and the Interconnection 
Customer. The purpose of the scoping meeting will be to confirm all 
parties’ understanding of the proposed Upgrade Request and confirm the 
expectation for project completion or, if for acceleration of a Regional 
Transmission Expansion Plan Network Upgrade, the feasibility of the 
acceleration.  After receipt of a valid Upgrade Request proposing 
Merchant Network Upgrades, the Transmission Provider shall offer to 
arrange for the scoping meeting, and shall provide a minimum of three (3) 

Transmission Provider shall provide each Interconnection Customer 
proposing Merchant Network Upgrades with an opportunity for a scoping 
meeting among the Transmission Provider, the prospective Interconnected 
Transmission Owner(s) and the Interconnection Customer. The purpose of the 
scoping meeting will be to confirm all parties’ understanding of the proposed 
Upgrade Request and confirm the expectation for project completion or, if for 
acceleration of a Regional Transmission Expansion Plan Network Upgrade, 
the feasibility of the acceleration.  After receipt of a valid Upgrade Request 
proposing Merchant Network Upgrades, the Transmission Provider shall offer 
to arrange for the scoping meeting, and shall provide a minimum of three (3) 
suggested meeting dates and times for the scoping meeting. The scoping 
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suggested meeting dates and times for the scoping meeting. The scoping 
meeting shall be held, or waived by mutual agreement of the parties 
within forty-five (45) days after receipt of a valid Upgrade Request, if the 
Upgrade Request is received in the first four calendar months of the 
current New Services Queue; or within thirty (30) days if the Upgrade 
Request is received within the fifth calendar month of the current New 
Services Queue; or within twenty (20) days if the Upgrade Request is 
received in the sixth 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 the 
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, 
by telephone or video conference. In the event the Interconnection 
Customer fails to waive or complete the scoping meeting requirement, its 
Upgrade Request shall be deemed terminated or withdrawn. 
 
Interconnection Customer may reduce its Upgrade Request within ten 
(10) business days after the scoping meeting. Any reduction made within 
this ten (10) business day period shall not be a Material Modification; 
however, the reduction may not result in the project’s MW capability 
being equal to or less than zero. 
 

meeting shall be held, or waived by mutual agreement of the parties within 
forty-five (45) days after receipt of a valid Upgrade Request, if the Upgrade 
Request is received in the first four calendar months of the current New 
Services Queue; or within thirty (30) days if the Upgrade Request is received 
within the fifth calendar month of the current New Services Queue; or within 
twenty (20) days if the Upgrade Request is received in the sixth 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 the 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, by telephone or video conference. In the event the 
Interconnection Customer fails to waive or complete the scoping meeting 
requirement, its Upgrade Request shall be deemed terminated or withdrawn. 
 
Interconnection Customer may reduce its Upgrade Request within ten (10) 
Bbusiness Ddays after the scoping meeting. Any reduction made within this 
ten (10) Bbusiness Dday period shall not be a Material Modification; however, 
the reduction may not result in the project’s MW capability being equal to or 
less than zero. 
 

61.  Tariff, Part VI, §204.3 
(Interconnection 
Requests) 

Upon completion of the Interconnection Feasibility Study, the 
Transmission Provider shall tender to the affected Interconnection 
Customer a System Impact Study Agreement. For an Interconnection 
Request to retain its assigned Queue Position pursuant to Section 201, 
within 30 days of receiving the tendered System Impact Study 
Agreement, the Interconnection Customer (i) shall execute the System 
Impact Study Agreement and return it to the Transmission Provider, (ii) 
shall remit to Transmission Provider all past due amounts of the actual 

Upon completion of the Interconnection Feasibility Study, the Transmission 
Provider shall tender to the affected Interconnection Customer a System 
Impact Study Agreement. For an Interconnection Request to retain its 
assigned Queue Position pursuant to Section 201, within 30 
days of receiving the tendered System Impact Study Agreement, the 
Interconnection Customer (i) shall execute the System Impact Study 
Agreement and return it to the Transmission Provider, (ii) shall remit to 
Transmission Provider all past due amounts of the actual Feasibility Study 
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Feasibility Study costs exceeding the Feasibility Study deposit fee 
contained in Sections 36.1.02, 36.1.03, 110.1, 111.1, and 112.1 of the 
Tariff, if any, (iii) shall pay the Transmission Provider a deposit as 
provided in 204.3A below, (iv) shall identify the Point(s) of 
Interconnection, and (v) in the case of a Generation Interconnection 
Customer, shall (A) demonstrate that it has made an initial application for 
the necessary air emission permits, if any, for its proposed generation, 
(B) specify whether it desires to interconnect its generation to the 
Transmission System as a Capacity Resource or an Energy Resource, 
(C) provide required machine modeling data as specified in the PJM 
Manuals, (D) in the case of a wind generation facility, provide a detailed 
electrical design specification and other data (including system layout 
data) as required by the Transmission Provider for completion of the 
System Impact Study no later than 6 months after submission of the 
Generation Interconnection Request, and (E) notify the Transmission 
Provider if it seeks to use Capacity Interconnection Rights in accordance 
with section 230.3.3; or, (vi) in the case of a Transmission Interconnection 
Customer, shall (A) provide Transmission Provider with evidence of an 
ownership interest in, or right to acquire or control, the site(s) where 
major equipment (e.g., a new transformer or D.C. converter stations) 
would be installed, such as a deed, option agreement, lease, or other 
similar document acceptable to the Transmission Provider; (B) 
demonstrate in a manner acceptable to Transmission Provider that it 
holds rights to use (or an option to obtain such rights) any existing 
facilities of the Transmission System that are necessary for construction 
of the proposed Merchant Transmission Facilities; and (C) provide 
required modeling data as specified in the PJM Manuals. If an 
Interconnection Customer fails to comply with any of the applicable listed 
requirements, its Interconnection Request shall be deemed terminated 
and withdrawn, however in the event that the information required per (v) 
(C), (v) (D), or (vi) (C) above is provided and deemed to be deficient by 
the Transmission Provider, Interconnection Customer may provide 

costs exceeding the Feasibility Study deposit fee contained in Sections 
36.1.02, 36.1.03, 110.1, 111.1, and 112.1 of the Tariff, if any, (iii) shall pay the 
Transmission Provider a deposit as provided in 204.3A below, (iv) shall 
identify the Point(s) of Interconnection, and (v) in the case of a Generation 
Interconnection Customer, shall (A) demonstrate that it has made an initial 
application for the necessary air emission permits, if any, for its proposed 
generation, (B) specify whether it desires to interconnect its generation to the 
Transmission System as a Capacity Resource or an Energy Resource, (C) 
provide required machine modeling data as specified in the PJM Manuals, (D) 
in the case of a wind generation facility, provide a detailed electrical design 
specification and other data (including system layout data) as required by the 
Transmission Provider for completion of the System Impact Study no later 
than 6 months after submission of the Generation Interconnection Request, 
and (E) notify the Transmission Provider if it seeks to use Capacity 
Interconnection Rights in accordance with section 230.3.3; or, (vi) in the case 
of a Transmission Interconnection Customer, shall (A) provide Transmission 
Provider with evidence of an ownership interest in, or right to acquire or 
control, the site(s) where major equipment (e.g., a new transformer or D.C. 
converter stations) would be installed, such as a deed, option agreement, 
lease, or other similar document acceptable to the Transmission Provider; (B) 
demonstrate in a manner acceptable to Transmission Provider that it holds 
rights to use (or an option to obtain such rights) any existing facilities of the 
Transmission System that are necessary for construction of the proposed 
Merchant Transmission Facilities; and (C) provide required modeling data as 
specified in the PJM Manuals. If an Interconnection Customer fails to comply 
with any of the applicable listed requirements, its Interconnection Request 
shall be deemed terminated and withdrawn, however in the event that the 
information required per (v) (C), (v) (D), or (vi) (C) above is provided and 
deemed to be deficient by the Transmission Provider, Interconnection 
Customer may provide additional information acceptable to the Transmission 
Provider within 10 Bbusiness Ddays. Failure of the Interconnection Customer 
to provide information identified as being deficient within 10 Bbusiness Ddays 
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additional information acceptable to the Transmission Provider within 10 
business days. Failure of the Interconnection Customer to provide 
information identified as being deficient within 10 business days shall 
result in the Interconnection Request being terminated and withdrawn. If 
an Interconnection Request has returned their System Impact Study 
Agreement and all required information prior to May 1, 2012, and it is 
determined that the data supplied as required per (v) (C), (v) (D), or (vi) 
(C) above is deficient, the Interconnection Customer shall be required to 
remedy all deficiencies no later than June 1, 2012. In the case of the 
Interconnection Requests for which the System Impact Study Agreement 
and all required information have been returned prior to May 1, 2012, 
failure of the Interconnection Customer to provide information identified 
as being deficient by no later than June 1, 2012 shall result in the 
Interconnection Request being terminated and withdrawn . If a terminated 
and withdrawn Interconnection Request was to be included in a System 
Impact Study evaluating more than one New Service Request, then the 
costs of the System Impact Study shall be redetermined and reallocated 
among the remaining participating New Service Customers as specified 
in this Section 204. 
 

shall result in the Interconnection Request being terminated and withdrawn. If 
an Interconnection Request has returned their System Impact Study 
Agreement and all required information prior to May 1, 2012, and it is 
determined that the data supplied as required per (v) (C), (v) (D), or (vi) (C) 
above is deficient, the Interconnection Customer shall be required to remedy 
all deficiencies no later than June 1, 2012. In the case of the Interconnection 
Requests for which the System Impact Study Agreement and all required 
information have been returned prior to May 1, 2012, failure of the 
Interconnection Customer to provide information identified as being deficient 
by no later than June 1, 2012 shall result in the Interconnection Request being 
terminated and withdrawn . If a terminated and withdrawn Interconnection 
Request was to be included in a System Impact Study evaluating more than 
one New Service Request, then the costs of the System Impact Study shall be 
redetermined and reallocated among the remaining participating New Service 
Customers as specified in this Section 204. 
 
 

62.  Tariff, Part VI, §209.1 
(Optional Interconnection 
Study Agreement) 
 

Within 30 days from the date when the Interconnection Customer 
receives the results of the System Impact Study, the Interconnection 
Customer may request, and upon such request, the Transmission 
Provider shall perform, up to two Optional Interconnection Studies. A 
request for such a study shall describe the assumptions that the 
Interconnection Customer wishes the Transmission Provider to study 
within the scope described in Section 209.2. Within ten (10) business 
days after receipt of a request for an Optional Interconnection Study, the 
Transmission Provider shall provide to the Interconnection Customer an 
Optional Interconnection Study Agreement in the form included in 
Attachment N-3 of this Tariff. 

Within 30 days from the date when the Interconnection Customer receives the 
results of the System Impact Study, the Interconnection Customer may 
request, and upon such request, the Transmission Provider shall perform, up 
to two Optional Interconnection Studies. A request for such a study shall 
describe the assumptions that the Interconnection Customer wishes the 
Transmission Provider to study within the scope described in Section 209.2. 
Within ten (10) Bbusiness Ddays after receipt of a request for an Optional 
Interconnection Study, the Transmission Provider shall provide to the 
Interconnection Customer an Optional Interconnection Study Agreement in 
the form included in Attachment N-3 of this Tariff. 
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63.  Tariff, Part VI, §209.1.2 
 

The Interconnection Customer shall execute and deliver the Optional 
Interconnection Study Agreement, along with the required technical data, 
and the greater of a $10,000 deposit or the estimated study cost to the 
Transmission Provider within ten (10) business days of the 
Interconnection Customer’s receipt of such agreement. 

The Interconnection Customer shall execute and deliver the Optional 
Interconnection Study Agreement, along with the required technical data, and 
the greater of a $10,000 deposit or the estimated study cost to the 
Transmission Provider within ten (10) Bbusiness Ddays of the Interconnection 
Customer’s receipt of such agreement. 
 

64.  Tariff, Part VI, §212.7 
(Interconnection Service 
Agreement and 
Interconnection 
Construction Service 
Agreement execution by 
Interconnected 
Transmission Owner) 
 

Following execution of the Interconnection Service Agreement and/or 
Interconnection Construction Service Agreement (as used in this section, 
“Agreement(s)”) by the Interconnection Customer, the Transmission 
Provider shall forward the Agreement(s) to the Interconnected 
Transmission Owner named as party to the Agreement(s). The 
Interconnected Transmission Owner shall execute and return the 
Agreement(s) to the Transmission Provider no later than 15 business 
days following date of receipt of Agreement(s) from the Transmission 
Provider, or, alternatively, request that the Agreement be filed 
unexecuted with the Commission unless the Interconnected Transmission 
Owner and the Interconnection Customer jointly agree to request dispute 
resolution under Section 12 of the Tariff. However, in the event the 
Interconnection Customer has made changes to the Agreement(s) 
tendered to the Interconnection Customer by the Transmission Provider 
which were not previously reviewed and approved by a representative of 
the Interconnected Transmission Owner, the requirement for the 
Interconnected Transmission Owner to return the document in the time 
specified shall not be applicable and the parties to the Agreement(s) shall 
use due diligence to execute the Agreement(s) as expeditiously as 
possible.  In the event the Interconnected Transmission Owner does not 
execute and return the Agreement(s) in the time specified above, the 
Transmission Provider shall advise the Interconnection Customer of the 
status of the execution of the Agreement(s). The Interconnection 
Customer may then request: (i) dispute resolution under Section 12 of the 
Tariff; or (ii) that the Agreement(s) be filed unexecuted with the 
Commission. In all cases, the Interconnection Customer, Interconnected 

Following execution of the Interconnection Service Agreement and/or 
Interconnection Construction Service Agreement (as used in this section, 
“Agreement(s)”) by the Interconnection Customer, the Transmission Provider 
shall forward the Agreement(s) to the Interconnected Transmission Owner 
named as party to the Agreement(s). The Interconnected Transmission Owner 
shall execute and return the Agreement(s) to the Transmission Provider no 
later than 15 Bbusiness Ddays following date of receipt of Agreement(s) from 
the Transmission Provider, or, alternatively, request that the Agreement be 
filed unexecuted with the Commission unless the Interconnected 
Transmission Owner and the Interconnection Customer jointly agree to 
request dispute resolution under Section 12 of the Tariff. However, in the 
event the Interconnection Customer has made changes to the Agreement(s) 
tendered to the Interconnection Customer by the Transmission Provider which 
were not previously reviewed and approved by a representative of the 
Interconnected Transmission Owner, the requirement for the Interconnected 
Transmission Owner to return the document in the time specified shall not be 
applicable and the parties to the Agreement(s) shall use due diligence to 
execute the Agreement(s) as expeditiously as possible.  In the event the 
Interconnected Transmission Owner does not execute and return the 
Agreement(s) in the time specified above, the Transmission Provider shall 
advise the Interconnection Customer of the status of the execution of the 
Agreement(s). The Interconnection Customer may then request: (i) dispute 
resolution under Section 12 of the Tariff; or (ii) that the Agreement(s) be filed 
unexecuted with the Commission. In all cases, the Interconnection Customer, 
Interconnected Transmission Owner, and Transmission Provider may 
mutually agree to extend the time in which Interconnected Transmission 
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Transmission Owner, and Transmission Provider may mutually agree to 
extend the time in which Interconnected Transmission Owner must  
execute and return the Agreement(s). 
 

Owner must  execute and return the Agreement(s). 
 

65.  Tariff, Part VI, §213.8 
(Upgrade Construction 
Service Agreement 
Execution by 
Transmission Owner) 
 

Following execution of the Upgrade Construction Service Agreement (as 
used in this section, “Agreement”) by New Service Customer, the 
Transmission Provider shall forward the Agreement to the Transmission 
Owner named as party to the Agreement. The Transmission Owner shall 
execute and return the Agreement to the Transmission Provider no later 
than 15 business days following date of receipt of Agreement(s) from the 
Transmission Provider, or, alternatively, request that the Agreement be 
filed unexecuted with the Commission unless the Transmission Owner 
and the Interconnection Customer jointly agree to request dispute 
resolution under Section 12 of the Tariff. However, in the event the New 
Service Customer has made changes to the Agreement tendered to it by 
the Transmission Provider which were not previously reviewed and 
approved by a representative of the Transmission Owner, the 
requirement for the Transmission Owner to return the document in the 
time specified shall not be applicable and the parties to the Agreement 
shall use due diligence to execute the Agreement as expeditiously as 
possible. In the event the Transmission Owner does not execute and 
return the Agreement in the time specified above, the Transmission 
Provider shall advise the New Service Customer of the status of the 
execution of the Agreement. The New Service Customer may then 
request: (i) dispute resolution under Section 12 of the Tariff; or (ii) that the 
Agreement be filed unexecuted with the Commission. In all cases, the 
New Service Customer, Transmission Owner, and Transmission Provider 
may mutually agree to extend the time in which Transmission Owner 
must execute and return the Agreement. 
 

Following execution of the Upgrade Construction Service Agreement (as used 
in this section, “Agreement”) by New Service Customer, the Transmission 
Provider shall forward the Agreement to the Transmission Owner named as 
party to the Agreement. The Transmission Owner shall execute and return the 
Agreement to the Transmission Provider no later than 15 Bbusiness Ddays 
following date of receipt of Agreement(s) from the Transmission Provider, or, 
alternatively, request that the Agreement be filed unexecuted with the 
Commission unless the Transmission Owner and the Interconnection 
Customer jointly agree to request dispute resolution under Section 12 of the 
Tariff. However, in the event the New Service Customer has made changes to 
the Agreement tendered to it by the Transmission Provider which were not 
previously reviewed and approved by a representative of the Transmission 
Owner, the requirement for the Transmission Owner to return the document in 
the time specified shall not be applicable and the parties to the Agreement 
shall use due diligence to execute the Agreement as expeditiously as 
possible. In the event the Transmission Owner does not execute and return 
the Agreement in the time specified above, the Transmission Provider shall 
advise the New Service Customer of the status of the execution of the 
Agreement. The New Service Customer may then request: (i) dispute 
resolution under Section 12 of the Tariff; or (ii) that the Agreement be filed 
unexecuted with the Commission. In all cases, the New Service Customer, 
Transmission Owner, and Transmission Provider may mutually agree to 
extend the time in which Transmission Owner must execute and return the 
Agreement. 
 

66.  Tariff,  Schedule 6A Fuel Storage Costs:  Black Start Units that store liquefied natural gas, 
propane, or oil on site shall calculate Fuel Storage Costs in accordance 

Fuel Storage Costs:  Black Start Units that store liquefied natural gas, 
propane, or oil on site shall calculate Fuel Storage Costs in accordance with 
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(Black Start Service) with the following formula:  {MTSL + [(# Run Hours) * (Fuel Burn Rate)]} *  
(12 Month Forward Strip + Basis) * (Bond Rate) Where:  Run Hours are 
the actual number of hours a Transmission Provider requires a Black 
Start Unit to run. Run Hours shall be at least 16 hours or as defined by 
the Transmission Owner restoration plan, whichever is less. 
“Fuel Burn Rate” is actual fuel burn rate for the Black Start Unit.   “12-
Month Forward Strip” is the average of forward prices for the fuel burned 
in the Black Start Unit traded the first business day on or following May 1.  
“Basis” is the transportation costs from the location referenced in the 
forward price data to the Black Start Unit plus any variable taxes.  “Bond 
rate” is the value determined with reference to the Moody's Utility Index 
for bonds rated Baa1 reported the first business day on or following May 
1.  “MTSL” is the “minimum tank suction level” and shall apply where no 
direct current pumps are available for the Black Start Unit. In the case 
where more than one Black Start Unit shares a common fuel tank, only 
one Black Start Unit will be eligible for the recovery of this volume in its 
fuel storage cost calculation. The MTSL for the other Black Start Unit(s) 
sharing the common fuel tank shall be zero. 
 
For units qualifying as Black Start Units on the basis of a demonstrated 
ability to operate at reduced levels when automatically disconnected from 
the grid, there are no associated fuel storage costs and the value for FSC 
shall be zero. 
 

the following formula:  {MTSL + [(# Run Hours) * (Fuel Burn Rate)]} *  (12 
Month Forward Strip + Basis) * (Bond Rate) Where:  Run Hours are the actual 
number of hours a Transmission Provider requires a Black Start Unit to run. 
Run Hours shall be at least 16 hours or as defined by the Transmission 
Owner restoration plan, whichever is less. 
“Fuel Burn Rate” is actual fuel burn rate for the Black Start Unit.  “12-Month 
Forward Strip” is the average of forward prices for the fuel burned in the Black 
Start Unit traded the first Bbusiness Dday on or following May 1.  “Basis” is 
the transportation costs from the location referenced in the forward price data 
to the Black Start Unit plus any variable taxes.  “Bond rate” is the value 
determined with reference to the Moody's Utility Index for bonds rated Baa1 
reported the first Bbusiness Dday on or following May 1.  “MTSL” is the 
“minimum tank suction level” and shall apply where no direct current pumps 
are available for the Black Start Unit. In the case where more than one Black 
Start Unit shares a common fuel tank, only one Black Start Unit will be eligible 
for the recovery of this volume in its fuel storage cost calculation. The MTSL 
for the other Black Start Unit(s) sharing the common fuel tank shall be zero. 
 
For units qualifying as Black Start Units on the basis of a demonstrated ability 
to operate at reduced levels when automatically disconnected from the grid, 
there are no associated fuel storage costs and the value for FSC shall be 
zero. 
 

67.  Tariff,  Schedule 9-OPSI 
(OPSI Funding) 

e) PJM shall transmit to OPSI, within two (2) business days of receipt 
thereof, the revenue collected under this Schedule 9-OPSI. If PJM 
receives advance instruction from OPSI to defer the transmittal of 
revenue collected under this Schedule 9-OPSI, it will hold such revenue 
in its ordinary accounts until instructed by OPSI to release it  
 

e) PJM shall transmit to OPSI, within two (2) Bbusiness Ddays of receipt 
thereof, the revenue collected under this Schedule 9-OPSI. If PJM receives 
advance instruction from OPSI to defer the transmittal of revenue collected 
under this Schedule 9-OPSI, it will hold such revenue in its ordinary accounts 
until instructed by OPSI to release it.  

68.  Tariff,  Schedule 9-CAPS e) PJM shall transmit to CAPS, within two (2) business days of receipt 
thereof, the revenue collected under this Schedule 9-CAPS. If PJM 

e) PJM shall transmit to CAPS, within two (2) Bbusiness Ddays of receipt 
thereof, the revenue collected under this Schedule 9-CAPS. If PJM receives 
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(CAPS Funding) receives advance instruction from CAPS to defer the transmittal of 
revenue collected under this Schedule 9 - CAPS, it will hold such revenue 
in its ordinary accounts until release instructions are provided to PJM by 
CAPS. 
 

advance instruction from CAPS to defer the transmittal of revenue collected 
under this Schedule 9 - CAPS, it will hold such revenue in its ordinary 
accounts until release instructions are provided to PJM by CAPS. 
 
 

69.  Tariff,  Schedule 9-MMU 
(MMU Funding) 

f) PJM shall transmit to MMU, within two (2) business days of receipt 
thereof, the revenue collected under this Schedule 9-MMU.  
 

f) PJM shall transmit to MMU, within two (2) Bbusiness Ddays of receipt 
thereof, the revenue collected under this Schedule 9-MMU. 
      
 
 

70.  Tariff,  Att.K-App., §1.5A.3 
(Registration) 

Operating Agreement, 
Schedule 1, §1.5A.3 
(Registration) 

1. Prior to participating in the PJM Interchange Energy Market or Ancillary 
Services Market, Economic Load Response Participants must complete 
either the Economic Load Response or Economic Load Response 
Regulation Only Registration Form posted on the Office of the 
Interconnection’s website and submit such form to the Office of the 
Interconnection for each end-use customer, or aggregation of end-use 
customers, pursuant to the requirements set forth in the PJM Manuals. 
Notwithstanding the below sub-provisions, Economic Load Response 
Regulation Only registrations and Economic Load Response residential 
customer registrations not participating in the Day-ahead Energy Market 
will not require the identification of the relevant Load Serving Entity, nor 
will such relevant Load Serving Entity be notified of such registration or 
requested to verify such registration. All other below sub-provisions apply 
equally to Economic Load Response Regulation Only registrations, and 
Economic Load Response residential customer registrations not 
participating in the Day-ahead Energy Market, as well as Economic Load 
Response registrations. 
 
a. For end-use customers of an electric distribution company that 
distributed more than 4 million MWh in the previous fiscal year: 
 
i. After confirming that an entity has met all of the qualifications to be an 
Economic Load Response Participant, the Office of the Interconnection 
shall notify the relevant electric distribution company or Load Serving 

1. Prior to participating in the PJM Interchange Energy Market or Ancillary 
Services Market, Economic Load Response Participants must complete either 
the Economic Load Response or Economic Load Response Regulation Only 
Registration Form posted on the Office of the Interconnection’s website and 
submit such form to the Office of the Interconnection for each end-use 
customer, or aggregation of end-use customers, pursuant to the requirements 
set forth in the PJM Manuals. Notwithstanding the below sub-provisions, 
Economic Load Response Regulation Only registrations and Economic Load 
Response residential customer registrations not participating in the Day-
ahead Energy Market will not require the identification of the relevant Load 
Serving Entity, nor will such relevant Load Serving Entity be notified of such 
registration or requested to verify such registration. All other below sub-
provisions apply equally to Economic Load Response Regulation Only 
registrations, and Economic Load Response residential customer registrations 
not participating in the Day-ahead Energy Market, as well as Economic Load 
Response registrations. 
 
a. For end-use customers of an electric distribution company that distributed 
more than 4 million MWh in the previous fiscal year:  
 
i. After confirming that an entity has met all of the qualifications to be an 
Economic Load Response Participant, the Office of the Interconnection shall 
notify the relevant electric distribution company or Load Serving Entity, as 
determined based upon the type of registration submitted (i.e., either an 
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Entity, as determined based upon the type of registration submitted (i.e., 
either an Economic Load Response registration, Economic Load 
Response residential customer registrations not participating in the Day-
ahead Energy Market, or an Economic Load Response Regulation Only 
registration), of an Economic Load Response Participant’s registration 
and request verification as to whether the load that may be reduced is 
subject to another contractual obligation or to laws or regulations of the 
Relevant Electric Retail Regulatory Authority that prohibit or condition the 
end-use customer’s participation in PJM’s Economic Load Response 
Program. The relevant electric distribution company or Load Serving 
Entity shall have ten business days to respond. A relevant electric 
distribution company or Load Serving Entity which seeks to assert that 
the laws or regulations of the Relevant Electric Retail Regulatory 
Authority prohibit or condition (which condition the electric distribution 
company or Load Serving Entity asserts has not been satisfied) the end-
use customer's participation in PJM’s Economic Load Response program 
shall provide to PJM, within the referenced ten business day review 
period, either: (a) an order, resolution or ordinance of the Relevant 
Electric Retail Regulatory Authority prohibiting or conditioning the end-
use customer's participation, (b) an opinion of the Relevant Electric Retail 
Regulatory Authority’s legal counsel attesting to the existence of a 
regulation or law prohibiting or conditioning the end-use customer's 
participation, or (c) an opinion of the state Attorney General, on behalf of 
the Relevant Electric Retail Regulatory Authority, attesting to the 
existence of a regulation or law prohibiting or conditioning the end-use 
customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution 
company or Load Serving Entity within the referenced ten business day 
review period, the Office of the Interconnection shall assume that the load 
to be reduced is not subject to other contractual obligations or to laws or 
regulations of the Relevant Electric Retail Regulatory Authority that 

Economic Load Response registration, Economic Load Response residential 
customer registrations not participating in the Day-ahead Energy Market, or 
an Economic Load Response Regulation Only registration), of an Economic 
Load Response Participant’s registration and request verification as to 
whether the load that may be reduced is subject to another contractual 
obligation or to laws or regulations of the Relevant Electric Retail Regulatory 
Authority that prohibit or condition the end-use customer’s participation in 
PJM’s Economic Load Response Program. The relevant electric distribution 
company or Load Serving Entity shall have ten Bbusiness Ddays to respond. 
A relevant electric distribution company or Load Serving Entity which seeks to 
assert that the laws or regulations of the Relevant Electric Retail Regulatory 
Authority prohibit or condition (which condition the electric distribution 
company or Load Serving Entity asserts has not been satisfied) the end-use 
customer's participation in PJM’s Economic Load Response program shall 
provide to PJM, within the referenced ten Bbusiness Dday review period, 
either: (a) an order, resolution or ordinance of the Relevant Electric Retail 
Regulatory Authority prohibiting or conditioning the end-use customer's 
participation, (b) an opinion of the Relevant Electric Retail Regulatory 
Authority’s legal counsel attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer's participation, or (c) an 
opinion of the state Attorney General, on behalf of the Relevant Electric Retail 
Regulatory Authority, attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution company 
or Load Serving Entity within the referenced ten Bbusiness Dday review 
period, the Office of the Interconnection shall assume that the load to be 
reduced is not subject to other contractual obligations or to laws or regulations 
of the Relevant Electric Retail Regulatory Authority that prohibit or condition 
the end-use customer’s participation in PJM’s Economic Load Response 
Program, and the Office of the Interconnection shall accept the registration, 
provided it meets the requirements of this section 1.5A. 
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prohibit or condition the end-use customer’s participation in PJM’s 
Economic Load Response Program, and the Office of the Interconnection 
shall accept the registration, provided it meets the requirements of this 
section 1.5A. 
 

 
 

71.  Tariff,  Att.K-App., §1.5A.3 
(Registration) 

Operating Agreement, 
Schedule 1, §1.5A.3 
(Registration) 

b. For end-use customers of an electric distribution company that 
distributed 4 million MWh or less in the previous fiscal year:  
 
i. After confirming that an entity has met all of the qualifications to be an 
Economic Load Response Participant, the Office of the Interconnection 
shall notify the relevant electric distribution company or Load Serving 
Entity, as determined based upon the type of registration submitted (i.e., 
either an Economic Load Response registration, Economic Load 
Response residential customer registrations not participating in the Day-
ahead Energy Market, or an Economic Load Response Regulation Only 
registration), of an Economic Load Response Participant’s registration 
and request verification as to whether the load that may be reduced is 
permitted to participate in PJM’s Economic Load Response Program. The 
relevant electric distribution company or Load Serving Entity shall have 
ten business days to respond. If the relevant electric distribution company 
or Load Serving Entity verifies that the load that may be reduced is 
permitted or conditionally permitted (which condition the electric 
distribution company or Load Serving Entity asserts has been satisfied) to 
participate in the Economic Load Response Program, then the electric 
distribution company or the Load Serving Entity must provide to the Office 
of the Interconnection within the referenced ten business day review 
period evidence from the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program. 
Evidence from the Relevant Electric Retail Regulatory Authority 
permitting the Economic Load Response Participant to participate in the 
Economic Load Response Program shall be in the form of either: (a) an 

b. For end-use customers of an electric distribution company that distributed 4 
million MWh or less in the previous fiscal year:   
 
i. After confirming that an entity has met all of the qualifications to be an 
Economic Load Response Participant, the Office of the Interconnection shall 
notify the relevant electric distribution company or Load Serving Entity, as 
determined based upon the type of registration submitted (i.e., either an 
Economic Load Response registration, Economic Load Response residential 
customer registrations not participating in the Day-ahead Energy Market, or 
an Economic Load Response Regulation Only registration), of an Economic 
Load Response Participant’s registration and request verification as to 
whether the load that may be reduced is permitted to participate in PJM’s 
Economic Load Response Program. The relevant electric distribution 
company or Load Serving Entity shall have ten Bbusiness Ddays to respond. 
If the relevant electric distribution company or Load Serving Entity verifies that 
the load that may be reduced is permitted or conditionally permitted (which 
condition the electric distribution company or Load Serving Entity asserts has 
been satisfied) to participate in the Economic Load Response Program, then 
the electric distribution company or the Load Serving Entity must provide to 
the Office of the Interconnection within the referenced ten Bbusiness Dday 
review period evidence from the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the Economic Load Response Participant 
to participate in the Economic Load Response Program. Evidence from the 
Relevant Electric Retail Regulatory Authority permitting the Economic Load 
Response Participant to participate in the Economic Load Response Program 
shall be in the form of either: (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority permitting or conditionally 
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order, resolution or ordinance of the Relevant Electric Retail Regulatory 
Authority permitting or conditionally permitting the end-use customer's 
participation, (b) an opinion of the Relevant Electric Retail Regulatory 
Authority’s legal counsel attesting to the existence of a regulation or law 
permitting or conditionally permitting the end-use customer's participation, 
or (c) an opinion of the state Attorney General, on behalf of the Relevant 
Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use 
customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution 
company or Load Serving Entity within the referenced ten business day 
review period, the Office of the Interconnection shall reject the 
registration. If it is able to do so in compliance with section 1.5A hereof, 
including section 1.5A.3, the Economic Load Response Participant may 
submit a new registration for consideration if a prior registration has been 
rejected pursuant to this subsection. 
 

permitting the end-use customer's participation, (b) an opinion of the Relevant 
Electric Retail Regulatory Authority’s legal counsel attesting to the existence 
of a regulation or law permitting or conditionally permitting the end-use 
customer's participation, or (c) an opinion of the state Attorney General, on 
behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 
existence of a regulation or law permitting or conditionally permitting the end-
use customer's participation.  
 
ii. In the absence of a response from the relevant electric distribution company 
or Load Serving Entity within the referenced ten Bbusiness Dday review 
period, the Office of the Interconnection shall reject the registration. If it is able 
to do so in compliance with section 1.5A hereof, including section 1.5A.3, the 
Economic Load Response Participant may submit a new registration for 
consideration if a prior registration has been rejected pursuant to this 
subsection. 
 

72.  Tariff,  Att.K-App., 
§1.5A.3.01 (Economic 
Load Response 
Registrations in Effect as 
of August 28, 2009) 
 
Operating Agreement, 
Schedule 1, §1.5A.3.01 
(Economic Load 
Response Registrations in 
Effect as of August 28, 
2009) 
 

2. For end-use customers of an electric distribution company that 
distributed 4 million MWh or less in the previous fiscal year:  
 
a. Effective as of August 28, 2009 (the effective date of Order 719-A), an 
existing Economic Load Response Participant's registration submitted to 
the Office of the Interconnection prior to August 28, 2009, will be deemed 
to be terminated unless an electric distribution company or Load Serving 
Entity verifies that the existing registration is permitted or conditionally 
permitted (which condition the electric distribution company or Load 
Serving Entity asserts has been satisfied) to participate in the Economic 
Load Response Program and provides evidence to the Office of the 
Interconnection documenting that the permission or conditional 
permission is pursuant to the laws or regulations of the Relevant Electric 
Retail Regulatory Authority. If the electric distribution company or Load 

2. For end-use customers of an electric distribution company that distributed 4 
million MWh or less in the previous fiscal year:  
 
a. Effective as of August 28, 2009 (the effective date of Order 719-A), an 
existing Economic Load Response Participant's registration submitted to the 
Office of the Interconnection prior to August 28, 2009, will be deemed to be 
terminated unless an electric distribution company or Load Serving Entity 
verifies that the existing registration is permitted or conditionally permitted 
(which condition the electric distribution company or Load Serving Entity 
asserts has been satisfied) to participate in the Economic Load Response 
Program and provides evidence to the Office of the Interconnection 
documenting that the permission or conditional permission is pursuant to the 
laws or regulations of the Relevant Electric Retail Regulatory Authority. If the 
electric distribution company or Load Serving Entity verifies that the existing 
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Serving Entity verifies that the existing registration is permitted or 
conditionally permitted (which condition the electric distribution company 
or Load Serving Entity asserts has been satisfied) to participate in the 
Economic Load Response Program, then, within ten business days of 
verifying such permission or conditional permission, the electric 
distribution company or Load Serving Entity must provide to the Office of 
the Interconnection evidence from the Relevant Electric Retail Regulatory 
Authority permitting or conditionally permitting the Economic Load 
Response Participant to participate in the Economic Load Response 
Program. Evidence from the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program shall 
be in the form of either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority permitting or conditionally 
permitting the end-use customer’s participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to 
the existence of a regulation or law permitting or conditionally permitting 
the end- use customer’s participation, or (c) an opinion of the state 
Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law permitting or 
conditionally permitting the end-use customer’s participation. 
 

registration is permitted or conditionally permitted (which condition the electric 
distribution company or Load Serving Entity asserts has been satisfied) to 
participate in the Economic Load Response Program, then, within ten 
Bbusiness Ddays of verifying such permission or conditional permission, the 
electric distribution company or Load Serving Entity must provide to the Office 
of the Interconnection evidence from the Relevant Electric Retail Regulatory 
Authority permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program. Evidence 
from the Relevant Electric Retail Regulatory Authority permitting or 
conditionally permitting the Economic Load Response Participant to 
participate in the Economic Load Response Program shall be in the form of 
either:  (a) an order, resolution or ordinance of the Relevant Electric Retail 
Regulatory Authority permitting or conditionally permitting the end-use 
customer’s participation, (b) an opinion of the Relevant Electric Retail 
Regulatory Authority’s legal counsel attesting to the existence of a regulation 
or law permitting or conditionally permitting the end- use customer’s 
participation, or (c) an opinion of the state Attorney General, on behalf of the 
Relevant Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s 
participation. 
 

73.  Tariff,  Att.K-App., §1.8.2 
(Market or Control Area 
Hourly Operational 
Disputes) 
 
Operating Agreement, 
Schedule 1, §1.8.2 
(Market or Control Area 
Hourly Operational 
Disputes) 

(a) Market Participants shall comply with all determinations of the Office 
of the Interconnection on the selection, scheduling or dispatch of 
resources in the PJM Interchange Energy Market, or to meet the 
operational requirements of the PJM Region. Complaints arising from or 
relating to such determinations shall be brought to the attention of the 
Office of the Interconnection not later than the end of the fifth business 
day after the end of the Operating Day to which the selection or 
scheduling relates, or in which the scheduling or dispatch took place, and 
shall include, if practicable, a proposed resolution of the complaint. Upon 
receiving notification of the dispute, the Office of the Interconnection and 

(a) Market Participants shall comply with all determinations of the Office of the 
Interconnection on the selection, scheduling or dispatch of resources in the 
PJM Interchange Energy Market, or to meet the operational requirements of 
the PJM Region. Complaints arising from or relating to such determinations 
shall be brought to the attention of the Office of the Interconnection not later 
than the end of the fifth Bbusiness Dday after the end of the Operating Day to 
which the selection or scheduling relates, or in which the scheduling or 
dispatch took place, and shall include, if practicable, a proposed resolution of 
the complaint. Upon receiving notification of the dispute, the Office of the 
Interconnection and the Market Participant raising the dispute shall exert their 
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 the Market Participant raising the dispute shall exert their best efforts to 
obtain and retain all data and other information relating to the matter in 
dispute, and to notify other Market Participants that are likely to be 
affected by the proposed resolution. Subject to confidentiality or other 
non-disclosure requirements, representatives of the Office of the 
Interconnection, the Market Participant raising the dispute, and other 
interested Market Participants, shall meet within three business days of 
the foregoing notification, or at such other or further times as the Office of 
the Interconnection and the Market Participants may agree, to review the 
relevant facts, and to seek agreement on a resolution of the dispute. 
 

best efforts to obtain and retain all data and other information relating to the 
matter in dispute, and to notify other Market Participants that are likely to be 
affected by the proposed resolution. Subject to confidentiality or other non-
disclosure requirements, representatives of the Office of the Interconnection, 
the Market Participant raising the dispute, and other interested Market 
Participants, shall meet within three Bbusiness Ddays of the foregoing 
notification, or at such other or further times as the Office of the 
Interconnection and the Market Participants may agree, to review the relevant 
facts, and to seek agreement on a resolution of the dispute. 
 

74.  Tariff,  Att. K – App., § 
1.10.8 (Office of the 
Interconnection 
Responsibilities) 
 
Operating Agreement, 
Schedule 1, §1.10.8 
(Office of the 
Interconnection 
Responsibilities) 
 

 

(e) If the Office of the Interconnection discovers an error in prices and/or 
cleared quantities in the Day-ahead Energy Market, Real-time Energy 
Market, Ancillary Services Markets or Day Ahead Scheduling Reserve 
Market after it has posted the results for these markets on its Web site, 
the Office of the Interconnection shall notify Market Participants of the 
error as soon as possible after it is found, but in no event later than 12:00 
p.m. of the second business day following the Operating Day for the 
Ancillary Services Markets and Real-time Energy Market, and no later 
than 5:00 p.m. of the second business day following the initial publication 
of the results for the Day-ahead Scheduling Reserve Market and Day-
ahead Energy Market.  After this initial notification, if the Office of the 
Interconnection determines it is necessary to post modified results, it shall 
provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the fifth business 
day following the Operating Day for the Ancillary Services Markets and 
Real-time Energy Market, and no later than 5:00 p.m. of the fifth business 
day following the initial publication of the results in the Day-ahead 
Scheduling Reserve Market and the Day-ahead Energy Market. . . .  

(e) If the Office of the Interconnection discovers an error in prices and/or 
cleared quantities in the Day-ahead Energy Market, Real-time Energy Market, 
Ancillary Services Markets or Day Ahead Scheduling Reserve Market after it 
has posted the results for these markets on its Web site, the Office of the 
Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 12:00 p.m. of the second 
Bbusiness Dday following the Operating Day for the Ancillary Services 
Markets and Real-time Energy Market, and no later than 5:00 p.m. of the 
second Bbusiness Dday following the initial publication of the results for the 
Day-ahead Scheduling Reserve Market and Day-ahead Energy Market.  After 
this initial notification, if the Office of the Interconnection determines it is 
necessary to post modified results, it shall provide notification of its intent to 
do so, together with all available supporting documentation, by no later than 
5:00 p.m. of the fifth Bbusiness Dday following the Operating Day for the 
Ancillary Services Markets and Real-time Energy Market, and no later than 
5:00 p.m. of the fifth Bbusiness Dday following the initial publication of the 
results in the Day-ahead Scheduling Reserve Market and the Day-ahead 
Energy Market. . . .  
 

75.  Tariff,  Att.K-App., §2.6A 
(Interface Prices) 

(4) PJM reserves the right to audit the data supplied to PJM hereunder by 
giving written notice to the relevant balancing/reliability authority/market 

(4) PJM reserves the right to audit the data supplied to PJM hereunder by 
giving written notice to the relevant balancing/reliability authority/market 
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Operating Agreement, 
Schedule 1, §2.6A 
(Interface Prices) 

operator no more than three months following provision of such data, and 
at least ten (10) business days in advance of the date that PJM wishes to 
initiate such audit, with completion of the audit occurring within sixty (60) 
days of such notice. Each party shall be responsible for its own expenses 
related to any such audit. 
 

operator no more than three months following provision of such data, and at 
least ten (10) Bbusiness Ddays in advance of the date that PJM wishes to 
initiate such audit, with completion of the audit occurring within sixty (60) days 
of such notice. Each party shall be responsible for its own expenses related to 
any such audit. 

76.  Tariff,  Att.K-App., §3.3A.3 
(Symmetric Additive 
Adjustment) 
 
Operating Agreement, 
Schedule 1, §3.3A.3 
(Symmetric Additive 
Adjustment) 

(b) Following a Load Reduction Event that is submitted to the Office of 
the Interconnection for compensation, the Office of the Interconnection 
shall provide the Notification window(s), if applicable, directly metered 
data and Customer Baseline Load and Symmetric Additive Adjustment 
calculation to the appropriate electric distribution company for optional 
review. The electric distribution company will have ten business days to 
provide the Office of the Interconnection with notification of any issues 
related to the metered data or calculations. 
 

(b) Following a Load Reduction Event that is submitted to the Office of the 
Interconnection for compensation, the Office of the Interconnection shall 
provide the Notification window(s), if applicable, directly metered data and 
Customer Baseline Load and Symmetric Additive Adjustment calculation to 
the appropriate electric distribution company for optional review. The electric 
distribution company will have ten Bbusiness Ddays to provide the Office of 
the Interconnection with notification of any issues related to the metered data 
or calculations. 

77.  Tariff,  Att.K-App., §3.6.5 
(Meter Correction Data) 
 
Operating Agreement, 
Schedule 1, §3.6.5 (Meter 
Correction Data) 

Meter error data shall be submitted to the Office of the Interconnection 
not later than the last business day of the month following the end of the 
monthly billing cycle applicable to the meter correction. 

Meter error data shall be submitted to the Office of the Interconnection not 
later than the last Bbusiness Dday of the month following the end of the 
monthly billing cycle applicable to the meter correction. 

78.  Tariff,  Att.K-App., §6.6 
(Minimum Generator 
Operating Parameters – 
Parameter Limited 
Schedules) 
 
Operating Agreement, 
Schedule 1, §6.6 
(Minimum Generator 
Operating Parameters – 
Parameter Limited 

(h) Exceptions to the parameter limited schedule default or unit-specific 
values shall be categorized as either a one-time temporary exception, 
lasting 30 days or less; a period exception, lasting at least 31 days and 
no more than one year; or a persistent exception, lasting for at least one 
year. 
 
(i) Temporary Exceptions. A temporary exception shall be deemed 
accepted without prior review by the Market Monitoring Unit or the Office 
of the Interconnection upon submission by the Market Seller of the 
generation resource of written notification to the Market Monitoring Unit 
and the Office of the Interconnection, at least one business day prior to 

(h) Exceptions to the parameter limited schedule default or unit-specific values 
shall be categorized as either a one-time temporary exception, lasting 30 days 
or less; a period exception, lasting at least 31 days and no more than one 
year; or a persistent exception, lasting for at least one year. 
 
(i) Temporary Exceptions. A temporary exception shall be deemed accepted 
without prior review by the Market Monitoring Unit or the Office of the 
Interconnection upon submission by the Market Seller of the generation 
resource of written notification to the Market Monitoring Unit and the Office of 
the Interconnection, at least one Bbusiness Dday prior to the commencement 
of the exception, and shall automatically commence and terminate on the 
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Schedules) 
 

the commencement of the exception, and shall automatically commence 
and terminate on the dates specified in such notification, which must be 
for a period of time lasting 30 days or less, unless the termination date is 
extended pending a request for a period exception or shortened due to a 
change in the physical conditions of the unit such that the temporary 
exception is no longer required. Such Market Seller shall provide to the 
Market Monitoring Unit and the Office of the Interconnection within three 
days following the commencement of the temporary exception its 
documentation explaining in detail the reasons for the temporary 
exception, and shall also respond to additional requests for information 
from the Market Monitoring Unit and the Office of the Interconnection 
within three days after such request. Failure to provide a timely response 
to such request for additional information shall cause the temporary 
exception to terminate the following day. The Market Seller shall notify 
the Office of the Interconnection and the Market Monitoring Unit in writing 
of an early termination of a temporary exception due to changed physical 
conditions by no later than one business day prior to the early termination 
date. 
 

dates specified in such notification, which must be for a period of time lasting 
30 days or less, unless the termination date is extended pending a request for 
a period exception or shortened due to a change in the physical conditions of 
the unit such that the temporary exception is no longer required. Such Market 
Seller shall provide to the Market Monitoring Unit and the Office of the 
Interconnection within three days following the commencement of the 
temporary exception its documentation explaining in detail the reasons for the 
temporary exception, and shall also respond to additional requests for 
information from the Market Monitoring Unit and the Office of the 
Interconnection within three days after such request. Failure to provide a 
timely response to such request for additional information shall cause the 
temporary exception to terminate the following day. The Market Seller shall 
notify the Office of the Interconnection and the Market Monitoring Unit in 
writing of an early termination of a temporary exception due to changed 
physical conditions by no later than one Bbusiness Dday prior to the early 
termination date. 
 

79.  Tariff,  Att.K-App., §7.1.2 
(Frequency and Time of 
Auctions) 
 
Operating Agreement, 
Schedule 1, §7.1.2 
(Frequency and Time of 
Auctions) 
 

 

Subject to section 7.1.1 of this Schedule, annual Financial Transmission 
Rights auctions shall offer the entire FTR capability of the PJM system in 
four rounds with 25 percent of the capability offered in each round. All 
four rounds of the annual Financial Transmission Rights auction shall 
occur within the two-month period (April – May) preceding the start of the 
PJM Planning Period. Each round shall occur over five business days 
and shall be conducted sequentially. Each round shall begin with the bid 
and offer period. The bid and offer period for annual Financial 
Transmission Rights auctions shall be open for three consecutive 
business days, opening the first day at 12:00 midnight (Eastern Prevailing 
Time) and closing the third day at 5:00 p.m. (Eastern Prevailing Time). 
Monthly, Financial Transmission Rights auctions shall be held each 
month. The bid and offer period for monthly Financial Transmission 

Subject to section 7.1.1 of this Schedule, annual Financial Transmission 
Rights auctions shall offer the entire FTR capability of the PJM system in four 
rounds with 25 percent of the capability offered in each round. All four rounds 
of the annual Financial Transmission Rights auction shall occur within the two-
month period (April – May) preceding the start of the PJM Planning Period. 
Each round shall occur over five Bbusiness Ddays and shall be conducted 
sequentially. Each round shall begin with the bid and offer period. The bid and 
offer period for annual Financial Transmission Rights auctions shall be open 
for three consecutive Bbusiness Ddays, opening the first day at 12:00 
midnight (Eastern Prevailing Time) and closing the third day at 5:00 p.m. 
(Eastern Prevailing Time). Monthly, Financial Transmission Rights auctions 
shall be held each month. The bid and offer period for monthly Financial 
Transmission Rights auctions shall be open for three consecutive Bbusiness 
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Rights auctions shall be open for three consecutive business days in the 
month preceding the first month for which Financial Transmission Rights 
are being auctioned, opening the first day at 12:00 midnight (Eastern 
Prevailing Time) and closing the third day at 5:00 PM (Eastern Prevailing 
Time). 
 

Ddays in the month preceding the first month for which Financial 
Transmission Rights are being auctioned, opening the first day at 12:00 
midnight (Eastern Prevailing Time) and closing the third day at 5:00 PM 
(Eastern Prevailing Time). 
 

80.  Tariff,  Att.K-App., §7.1A.2 
(Frequency and Timing) 
 
Operating Agreement, 
Schedule 1, §7.1A.2 
(Frequency and Timing) 
 

The long-term Financial Transmission Rights auction process shall 
consist of three rounds. The first round shall be conducted by the Office 
of the Interconnection approximately 11 months prior to the start of the 
three Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction. The second round shall be conducted 
approximately 3 months after the first round, and the third round shall be 
conducted approximately 3 months after the second round. In each round 
1/3 of total capacity available in the long-term Financial Transmission 
Rights auction shall be offered for sale. Eligible entities may submit bids 
to purchase and offers to sell Financial Transmission Rights at the start of 
the bidding period in each round. The bidding period shall be three 
business days ending at 5:00 p.m. on the last day.  PJM performs the 
Financial Transmission Rights auction clearing analysis for each round 
and posts the auction results on the market user interface within five 
business days after the close of the bidding period for each round unless 
circumstances beyond PJM’s control prevent PJM from meeting the 
applicable deadline. Under such circumstances, PJM will post the auction 
results at the earliest possible opportunity. If the Office of the 
Interconnection discovers an error in the results posted for a long-term 
Financial Transmission Rights auction, the Office of the Interconnection 
shall notify Market Participants of the error as soon as possible after it is 
found, but in no event later than 5:00 p.m. of the business day 
immediately following the initial publication of the results for that auction. 
After this initial notification, if the Office of the Interconnection determines 
it is necessary to post modified auction results, it shall provide notification 
of its intent to do so, together with all available supporting documentation, 

The long-term Financial Transmission Rights auction process shall consist of 
three rounds. The first round shall be conducted by the Office of the 
Interconnection approximately 11 months prior to the start of the three 
Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction. The second round shall be conducted 
approximately 3 months after the first round, and the third round shall be 
conducted approximately 3 months after the second round. In each round 1/3 
of total capacity available in the long-term Financial Transmission Rights 
auction shall be offered for sale. Eligible entities may submit bids to purchase 
and offers to sell Financial Transmission Rights at the start of the bidding 
period in each round. The bidding period shall be three Bbusiness Ddays 
ending at 5:00 p.m. on the last day.  PJM performs the Financial Transmission 
Rights auction clearing analysis for each round and posts the auction results 
on the market user interface within five Bbusiness Ddays after the close of the 
bidding period for each round unless circumstances beyond PJM’s control 
prevent PJM from meeting the applicable deadline. Under such 
circumstances, PJM will post the auction results at the earliest possible 
opportunity. If the Office of the Interconnection discovers an error in the 
results posted for a long-term Financial Transmission Rights auction, the 
Office of the Interconnection shall notify Market Participants of the error as 
soon as possible after it is found, but in no event later than 5:00 p.m. of the 
Bbusiness Dday immediately following the initial publication of the results for 
that auction. After this initial notification, if the Office of the Interconnection 
determines it is necessary to post modified auction results, it shall provide 
notification of its intent to do so, together with all available supporting 
documentation, by no later than 5:00 p.m. of the second Bbusiness Dday 
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by no later than 5:00 p.m. of the second business day following the initial 
publication of prices for that auction. Thereafter, the Office of the 
Interconnection must post the corrected prices by no later than 5:00 p.m. 
of the fourth calendar day following the initial publication of prices in the 
auction.  Should any of the above deadlines pass without the associated 
action on the part of the Office of the Interconnection, the originally 
posted results will be considered final. Notwithstanding the foregoing, the 
deadlines set forth above shall not apply if the referenced auction results 
are under publicly noticed review by the FERC. 
 

following the initial publication of prices for that auction. Thereafter, the Office 
of the Interconnection must post the corrected prices by no later than 5:00 
p.m. of the fourth calendar day following the initial publication of prices in the 
auction.  Should any of the above deadlines pass without the associated 
action on the part of the Office of the Interconnection, the originally posted 
results will be considered final. Notwithstanding the foregoing, the deadlines 
set forth above shall not apply if the referenced auction results are under 
publicly noticed review by the FERC. 
 

81.  Tariff,  Att.K-App., §7.3.7 
(Announcement of 
Winners and Prices) 
 
Operating Agreement, 
Schedule 1, §7.3.7 
(Announcement of 
Winners and Prices) 
 

Within two (2) business days after the close of the bid and offer period for 
an annual Financial Transmission Rights auction round, and within five 
(5) business days after the close of the bid and offer period for a monthly 
Financial Transmission Rights auction, the Office of the Interconnection 
shall post the winning bidders, the megawatt quantity, the term and the 
receipt and delivery points for each Financial Transmission Right 
awarded in the auction and the price at which each Financial 
Transmission Right was awarded unless circumstances beyond PJM’s 
control prevent PJM from meeting the applicable deadline. Under such 
circumstances, PJM will post the auction results at the earliest possible 
opportunity. The Office of the Interconnection shall not disclose the price 
specified in any bid to purchase or the reservation price specified in any 
offer to sell. If the Office of the Interconnection discovers an error in the 
results posted for a Financial Transmission Rights auction (or a given 
round of the annual Financial Transmission Rights auction), the Office of 
the Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 5:00 p.m. of the 
business day following the initial publication of the results of the auction 
or round of the annual auction. 
 
After this initial notification, if the Office of the Interconnection determines 
that it is necessary to post modified results, it shall provide notification of 

Within two (2) Bbusiness Ddays after the close of the bid and offer period for 
an annual Financial Transmission Rights auction round, and within five (5) 
Bbusiness Ddays after the close of the bid and offer period for a monthly 
Financial Transmission Rights auction, the Office of the Interconnection shall 
post the winning bidders, the megawatt quantity, the term and the receipt and 
delivery points for each Financial Transmission Right awarded in the auction 
and the price at which each Financial Transmission Right was awarded unless 
circumstances beyond PJM’s control prevent PJM from meeting the 
applicable deadline. Under such circumstances, PJM will post the auction 
results at the earliest possible opportunity. The Office of the Interconnection 
shall not disclose the price specified in any bid to purchase or the reservation 
price specified in any offer to sell. If the Office of the Interconnection discovers 
an error in the results posted for a Financial Transmission Rights auction (or a 
given round of the annual Financial Transmission Rights auction), the Office 
of the Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 5:00 p.m. of the Bbusiness 
Dday following the initial publication of the results of the auction or round of 
the annual auction. 
 
After this initial notification, if the Office of the Interconnection determines that 
it is necessary to post modified results, it shall provide notification of its intent 
to do so, together with all available supporting documentation, by no later than 
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its intent to do so, together with all available supporting documentation, 
by no later than 5:00 p.m. of the second business day following the initial 
publication of the results of that auction or round of the annual auction. 
Thereafter, the Office of the Interconnection must post any corrected 
results by no later than 5:00 p.m. of the fourth calendar day following the 
initial publication of the results of the auction or round of the annual 
auction. Should any of the above deadlines pass without the associated 
action on the part of the Office of the Interconnection, the originally 
posted results will be considered final. 
 
Notwithstanding the foregoing, the deadlines set forth above shall not 
apply if the referenced auction results are under publicly noticed review 
by the FERC. 
 

5:00 p.m. of the second Bbusiness Dday following the initial publication of the 
results of that auction or round of the annual auction. Thereafter, the Office of 
the Interconnection must post any corrected results by no later than 5:00 p.m. 
of the fourth calendar day following the initial publication of the results of the 
auction or round of the annual auction. Should any of the above deadlines 
pass without the associated action on the part of the Office of the 
Interconnection, the originally posted results will be considered final. 
 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if 
the referenced auction results are under publicly noticed review by the FERC. 
 

82.  Tariff,  Att.K-App., §7.4.2 
(Auction Revenue Rights) 

Operating Agreement, 
Schedule 1, §7.4.2 
(Auction Revenue Rights) 

(a) Prior to the end of each PJM Planning Period an annual allocation of 
Auction Revenue Rights for the next PJM Planning Period shall be 
performed using a two stage allocation process.  Stage 1 shall consist of 
stages 1A and 1B, which shall allocate ten year and annual Auction 
Revenue Rights, respectively, and stage 2 shall allocate annual Auction 
Revenue Rights. The Auction Revenue Rights allocation process shall be 
performed in accordance with Sections 7.4 and 7.5 hereof and the PJM 
Manuals.   
 
With respect to the allocation of Auction Revenue Rights, if the Office o f 
the Interconnection discovers an error in the allocation, the Office of the 
Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 5:00 p.m. of the 
business day following the initial publication of allocation results. After this 
initial notification, if the Office of the Interconnection determines that it is 
necessary to post modified allocation results, it shall provide notification 
of its intent to do so, together with all available supporting documentation, 
by no later than 5:00 p.m. of the second business day following the 

(a) Prior to the end of each PJM Planning Period an annual allocation of 
Auction Revenue Rights for the next PJM Planning Period shall be performed 
using a two stage allocation process.  Stage 1 shall consist of stages 1A and 
1B, which shall allocate ten year and annual Auction Revenue Rights, 
respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 
Auction Revenue Rights allocation process shall be performed in accordance 
with Sections 7.4 and 7.5 hereof and the PJM Manuals.   
 
With respect to the allocation of Auction Revenue Rights, if the Office o f the 
Interconnection discovers an error in the allocation, the Office of the 
Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 5:00 p.m. of the Bbusiness 
Dday following the initial publication of allocation results. After this initial 
notification, if the Office of the Interconnection determines that it is necessary 
to post modified allocation results, it shall provide notification of its intent to do 
so, together with all available supporting documentation, by no later than 5:00 
p.m. of the second Bbusiness Dday following the publication of the initial 
allocation. Thereafter, the Office of the Interconnection must post any 
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publication of the initial allocation. Thereafter, the Office of the 
Interconnection must post any corrected allocation results by no later 
than 5:00 p.m. of the fourth calendar day following the initial publication. 
Should any of the above deadlines pass without the associated action on 
the part of the Office of the Interconnection, the originally posted results 
will be considered final.  Notwithstanding the foregoing, the deadlines set 
forth above shall not apply if the referenced allocation is under publicly 
noticed review by the FERC. 
 

corrected allocation results by no later than 5:00 p.m. of the fourth calendar 
day following the initial publication. Should any of the above deadlines pass 
without the associated action on the part of the Office of the Interconnection, 
the originally posted results will be considered final.  Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced 
allocation is under publicly noticed review by the FERC. 
 

83.  Tariff,  Att.K-App., §8.4 
(Registration) 
 
Operating Agreement, 
Schedule 1, §8.4 
(Registration) 
 

1. Curtailment Service Providers must complete the applicable PJM Load 
Response Program Registration Form (“Registration Form”) that is posted 
on the PJM website (www.pjm.com) for each end-use customer, or 
aggregation of end-use customers, pursuant to the requirements set forth 
in the PJM Manuals. Because of the required electric distribution 
company ten business day review period, as described herein, 
Curtailment Service Providers should submit completed Registration 
Forms to the Office of the Interconnection no later than one day before 
the tenth business day preceding the relevant Delivery Year. All 
registrations that have not been approved on or before May 31st 
preceding the relevant Delivery Year shall be rejected by the Office of the 
Interconnection. To the extent that a completed Registration Form is 
submitted to the Office of the Interconnection prior to one day before the 
tenth business day preceding the relevant Delivery Year and such 
registration is rejected by the electric distribution company or the Office of 
the Interconnection because of incorrect data on the Registration Form, 
such registration may be resubmitted by the Curtailment Service Provider 
before May 31st preceding the relevant Delivery Year, but such 
registration will be rejected by the Office of the Interconnection unless the 
electric distribution company has verified the registration on or before 
May 31st preceding the relevant Delivery Year. Incomplete Registration 
Forms will be rejected by the Office of the Interconnection; Curtailment 
Service Providers may not resubmit registrations that were rejected for 

1. Curtailment Service Providers must complete the applicable PJM Load 
Response Program Registration Form (“Registration Form”) that is posted on 
the PJM website (www.pjm.com) for each end-use customer, or aggregation 
of end-use customers, pursuant to the requirements set forth in the PJM 
Manuals. Because of the required electric distribution company ten Bbusiness 
Dday review period, as described herein, Curtailment Service Providers 
should submit completed Registration Forms to the Office of the 
Interconnection no later than one day before the tenth Bbusiness Dday 
preceding the relevant Delivery Year. All registrations that have not been 
approved on or before May 31st preceding the relevant Delivery Year shall be 
rejected by the Office of the Interconnection. To the extent that a completed 
Registration Form is submitted to the Office of the Interconnection prior to one 
day before the tenth Bbusiness Dday  preceding the relevant Delivery Year 
and such registration is rejected by the electric distribution company or the 
Office of the Interconnection because of incorrect data on the Registration 
Form, such registration may be resubmitted by the Curtailment Service 
Provider before May 31st preceding the relevant Delivery Year, but such 
registration will be rejected by the Office of the Interconnection unless the 
electric distribution company has verified the registration on or before May 
31st preceding the relevant Delivery Year. Incomplete Registration Forms will 
be rejected by the Office of the Interconnection; Curtailment Service Providers 
may not resubmit registrations that were rejected for being incomplete unless 
they are able to do so no later than one day before the tenth Bbusiness Dday 
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being incomplete unless they are able to do so no later than one day 
before the tenth business day preceding the relevant Delivery Year. The 
following general steps will be followed: 
 
2. For end-use customers of an electric distribution company that 
distributed more than 4 million MWh in the previous fiscal year: 
 
a. The Curtailment Service Provider completes the Registration Form 
located on the PJM website. PJM reviews the application and ensures 
that the qualifications are met, including verifying that the appropriate 
metering exists. After confirming that an entity has met all of the 
qualifications to be an Emergency Load Response or Pre-Emergency 
Load Response Program participant, PJM shall notify the appropriate 
electric distribution company of an Emergency Load Response and Pre-
Emergency Load Response Program participant's registration and 
request verification as to whether the load that may be reduced is subject 
to laws or regulations of the Relevant Electric Retail Regulatory Authority 
that prohibit or condition the end-use customer’s participation in PJM’s 
Emergency Load Response and Pre-Emergency Load Response 
Programs pursuant to the process described below. The electric 
distribution company has ten business days to respond. An electric 
distribution company which seeks to assert that the laws or regulations of 
the Relevant Electric Retail Regulatory Authority prohibit or condition 
(which condition the electric distribution company asserts has not been 
satisfied) an end-use customer’s participation in PJM’s Emergency Load 
Response and Pre-Emergency Load Response program shall provide to 
PJM, within the referenced ten business day review period either: (a) an 
order, resolution or ordinance of the Relevant Electric Retail Regulatory 
Authority prohibiting or conditioning the end-use customer’s participation, 
(b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal 
counsel attesting to the existence of a regulation or law prohibiting or 
conditioning the end-use customer’s participation, or (c) an opinion of the 

preceding the relevant Delivery Year. The following general steps will be 
followed: 
 
2. For end-use customers of an electric distribution company that distributed 
more than 4 million MWh in the previous fiscal year: 
 
a. The Curtailment Service Provider completes the Registration Form located 
on the PJM website. PJM reviews the application and ensures that the 
qualifications are met, including verifying that the appropriate metering exists. 
After confirming that an entity has met all of the qualifications to be an 
Emergency Load Response or Pre-Emergency Load Response Program 
participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response Program 
participant's registration and request verification as to whether the load that 
may be reduced is subject to laws or regulations of the Relevant Electric 
Retail Regulatory Authority that prohibit or condition the end-use customer’s 
participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response Programs pursuant to the process described below. The electric 
distribution company has ten Bbusiness Ddays to respond. An electric 
distribution company which seeks to assert that the laws or regulations of the 
Relevant Electric Retail Regulatory Authority prohibit or condition (which 
condition the electric distribution company asserts has not been satisfied) an 
end-use customer’s participation in PJM’s Emergency Load Response and 
Pre-Emergency Load Response program shall provide to PJM, within the 
referenced ten Bbusiness Dday review period either: (a) an order, resolution 
or ordinance of the Relevant Electric Retail Regulatory Authority prohibiting or 
conditioning the end-use customer’s participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the 
existence of a regulation or law prohibiting or conditioning the end-use 
customer’s participation, or (c) an opinion of the state Attorney General, on 
behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 
existence of a regulation or law prohibiting or conditioning the end-use 
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state Attorney General, on behalf of the Relevant Electric Retail 
Regulatory Authority, attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer's participation. 
 
i. If evidence provided by an electric distribution company to the Office of 
the Interconnection indicates that a Relevant Electric Retail Regulatory 
Authority law or regulation prohibits or conditions (which condition the 
electric distribution company asserts has not been satisfied) the end-use 
customer’s participation and is received by the Office of the 
Interconnection on or after May 31st preceding the applicable Delivery 
Year, then the existing end-use customer’s registration for Demand 
Resource (as defined in the Reliability Assurance Agreement) will remain 
in effect for the applicable Delivery Year. If evidence provided by an 
electric distribution company to the Office of the Interconnection indicates 
that a Relevant Electric Retail Regulatory Authority law or regulation 
prohibits or conditions (which condition the electric distribution company 
asserts has not been satisfied) the end-use customer’s participation and 
is received by the Office of the Interconnection before May 31st 
preceding the applicable Delivery Year and the Curtailment Service 
Provider does not provide supporting documentation to the Office of the 
Interconnection on or before May 31st preceding the applicable Delivery 
Year demonstrating that the Curtailment Service Provider had an 
executed contract with the end-use customer for Demand Resource 
participation before the date the Demand Resource cleared the 
applicable Reliability Pricing Model Auction, and that the date that the 
Demand Resource cleared the applicable Reliability Pricing Model 
Auction was prior to the effective date of the Relevant Electric Retail 
Regulatory Authority law or regulation prohibiting or conditioning the end-
use customer’s participation, then, unless the below exception applies, 
the existing end-use customer’s registration for Demand Resource 
participation shall be deemed to be terminated for the applicable Delivery 
Year, and the Curtailment Service Provider will be subject to the 

customer's participation. 
 
i. If evidence provided by an electric distribution company to the Office of the 
Interconnection indicates that a Relevant Electric Retail Regulatory Authority 
law or regulation prohibits or conditions (which condition the electric 
distribution company asserts has not been satisfied) the end-use customer’s 
participation and is received by the Office of the Interconnection on or after 
May 31st preceding the applicable Delivery Year, then the existing end-use 
customer’s registration for Demand Resource (as defined in the Reliability 
Assurance Agreement) will remain in effect for the applicable Delivery Year. If 
evidence provided by an electric distribution company to the Office of the 
Interconnection indicates that a Relevant Electric Retail Regulatory Authority 
law or regulation prohibits or conditions (which condition the electric 
distribution company asserts has not been satisfied) the end-use customer’s 
participation and is received by the Office of the Interconnection before May 
31st preceding the applicable Delivery Year and the Curtailment Service 
Provider does not provide supporting documentation to the Office of the 
Interconnection 
on or before May 31st preceding the applicable Delivery Year demonstrating 
that the Curtailment Service Provider had an executed contract with the end-
use customer for Demand Resource participation before the date the Demand 
Resource cleared the applicable Reliability Pricing Model Auction, and that the 
date that the Demand Resource cleared the applicable Reliability Pricing 
Model Auction was prior to the effective date of the Relevant Electric Retail 
Regulatory Authority law or regulation prohibiting or conditioning the end-use 
customer’s participation, then, unless the below exception applies, the existing 
end-use customer’s registration for Demand Resource participation shall be 
deemed to be terminated for the applicable Delivery Year, and the Curtailment 
Service Provider will be subject to the Reliability Pricing Model provisions, as 
specified in Attachment DD of the PJM Tariff. 
 
b. In the absence of a response from the electric distribution company within 
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Reliability Pricing Model provisions, as specified in Attachment DD of the 
PJM Tariff. 
 
b. In the absence of a response from the electric distribution company 
within the referenced ten business day review period, the Office of the 
Interconnection shall assume that the load to be reduced is not subject to 
laws or regulations of the Relevant Electric Retail Regulatory Authority 
that prohibit or condition the end- use customer’s participation in PJM’s 
Emergency Load Response and Pre-Emergency Load Response 
Programs, and the Office of the Interconnection shall accept the 
registration, provided it meets all other Emergency Load Response and 
Pre-Emergency Load Response Program requirements. 
 
. . . 
 
3. For end-use customers of an electric distribution company that 
distributed 4 million MWh or less in the previous fiscal year: 
 
a. The Curtailment Service Provider completes the Emergency 
Registration Form located on the PJM website. PJM reviews the 
application and ensures that the qualifications are met, including verifying 
that the appropriate metering exists. After confirming that an entity has 
met all of the qualifications to be an Emergency Load Response and Pre-
Emergency Load Response participant, PJM shall notify the appropriate 
electric distribution company of an Emergency Load Response and Pre-
Emergency Load Response participant’s registration and request 
verification as to whether the load that may be reduced is permitted to 
participate by the Relevant Electric Retail Regulatory Authority pursuant 
to the process described below. The electric distribution company has ten 
business days to respond. If the electric distribution company verifies that 
the load that may be reduced is permitted or conditionally permitted 
(which condition the electric distribution company asserts has been 

the referenced ten Bbusiness Dday review period, the Office of the 
Interconnection shall assume that the load to be reduced is not subject to laws 
or regulations of the Relevant Electric Retail Regulatory Authority that prohibit 
or condition the end- use customer’s participation in PJM’s Emergency Load 
Response and Pre-Emergency Load Response Programs, and the Office of 
the Interconnection shall accept the registration, provided it meets all other 
Emergency Load Response and Pre-Emergency Load Response Program 
requirements. 
 
. . . 
 
3. For end-use customers of an electric distribution company that distributed 4 
million MWh or less in the previous fiscal year: 
 
a. The Curtailment Service Provider completes the Emergency Registration 
Form located on the PJM website. PJM reviews the application and ensures 
that the qualifications are met, including verifying that the appropriate 
metering exists. After confirming that an entity has met all of the qualifications 
to be an Emergency Load Response and Pre-Emergency Load Response 
participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response participant’s 
registration and request verification as to whether the load that may be 
reduced is permitted to participate by the Relevant Electric Retail Regulatory 
Authority pursuant to the process described below. The electric distribution 
company has ten Bbusiness Ddays to respond. If the electric distribution 
company verifies that the load that may be reduced is permitted or 
conditionally permitted (which condition the electric distribution company 
asserts has been satisfied) to participate in the Emergency Load Response 
Program and Pre-Emergency Load Response Program, then the electric 
distribution company must provide to the Office of the Interconnection within 
the referenced ten Bbusiness Dday review period either: (a) an order, 
resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
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satisfied) to participate in the Emergency Load Response Program and 
Pre-Emergency Load Response Program, then the electric distribution 
company must provide to the Office of the Interconnection within the 
referenced ten business day review period either: (a) an order, resolution 
or ordinance of the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the end-use customer’s participation, 
(b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal 
counsel attesting to the existence of a regulation or law permitting or 
conditionally permitting the end-use customer’s participation, or (c) an 
opinion of the state Attorney General, on behalf of the Relevant Electric 
Retail Regulatory Authority, attesting to the existence of a regulation or 
law permitting or conditionally permitting the end- use customer’s 
participation. 
 
. . . 
 
b. In the absence of a response from the electric distribution company 
within the referenced ten business day review period, the Office of the 
Interconnection shall reject the registration. If it is able to do so in 
compliance with all of the Emergency Load Response and Pre-
Emergency Load Response Program requirements, including the 
registration section, the Emergency Load Response and Pre-Emergency 
Load Response participant may submit a new registration to the Office of 
the Interconnection for consideration if a prior registration has been 
rejected pursuant to the terms of the Emergency Load Response and 
Pre-Emergency Load Response Program provisions. 
 
c. For those registrations terminated pursuant to this section, all 
Emergency Load Response and Pre-Emergency Load Response 
participant activity incurred prior to the termination date of the registration 
shall be settled by PJMSettlement in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and 

permitting or conditionally permitting the end-use customer’s participation, (b) 
an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer’s participation, or (c) an opinion of the state 
Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law permitting or 
conditionally permitting the end- use customer’s participation. 
 
. . . 
 
b. In the absence of a response from the electric distribution company within 
the referenced ten Bbusiness Dday review period, the Office of the 
Interconnection shall reject the registration. If it is able to do so in compliance 
with all of the Emergency Load Response and Pre-Emergency Load 
Response Program requirements, including the registration section, the 
Emergency Load Response and Pre-Emergency Load Response participant 
may submit a new registration to the Office of the Interconnection for 
consideration if a prior registration has been rejected pursuant to the terms of 
the Emergency Load Response and Pre-Emergency Load Response Program 
provisions. 
 
c. For those registrations terminated pursuant to this section, all Emergency 
Load Response and Pre-Emergency Load Response participant activity 
incurred prior to the termination date of the registration shall be settled by 
PJMSettlement in accordance with the terms and conditions contained in the 
PJM Tariff, PJM Operating Agreement and PJM Manuals. 
. . . 
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PJM Manuals. 
 
. . . 

84.  Tariff,  Att.K-App., §8.5 
(Pre-Emergency 
Operations) 
 
Operating Agreement, 
Schedule 1, §8.5 (Pre-
Emergency Operations) 
 

All participants in the Pre-Emergency Load Response Program shall be 
subject to the operation procedures herein, unless the participant can 
demonstrate its Demand Resource: (1) relies on Behind the Meter 
generation to fulfill its load reduction obligations; (2) the Demand 
Resource has environmental restrictions imposed on it by Applicable 
Laws and Regulations that limit the Demand Resource’s ability to operate 
only in emergency conditions; and (3) such limitation exists for any period 
of time. For the purposes of Section 8, emergency conditions shall be 
defined either by the express terms of the Applicable Law or Regulation, 
or if not set forth therein shall be deemed to exist if PJM has declared a 
NERC Emergency Alert Level 2, as defined in the applicable NERC 
Standards. If these three criteria are met, the participant shall be subject 
to the emergency operation procedures contained in Section 8.6. In such 
case, the Curtailment Service Provider shall submit a request for the 
relevant Demand Resource(s) to be an emergency (versus pre-
emergency) Demand Resource to the Office of the Interconnection, at the 
time the Registration Form is submitted in accordance with this 
Agreement. A Curtailment Service Provider shall not submit a request for 
an exception unless it has done its due diligence to confirm that the 
Demand Resource meets the requirements referenced herein and has 
obtained from the end-use customer documentation supporting the 
exception request. The Curtailment Service Provider shall provide the 
Office of the Interconnection with a copy of such supporting 
documentation within three (3) business days of a request therefor. 
Failure to provide such supporting documentation by the deadline shall 
result in the Demand Resource being subject to the pre-emergency 
procedures herein. 
 

All participants in the Pre-Emergency Load Response Program shall be 
subject to the operation procedures herein, unless the participant can 
demonstrate its Demand Resource: (1) relies on Behind the Meter generation 
to fulfill its load reduction obligations; (2) the Demand Resource has 
environmental restrictions imposed on it by Applicable Laws and Regulations 
that limit the Demand Resource’s ability to operate only in emergency 
conditions; and (3) such limitation exists for any period of time. For the 
purposes of Section 8, emergency conditions shall be defined either by the 
express terms of the Applicable Law or Regulation, or if not set forth therein 
shall be deemed to exist if PJM has declared a NERC Emergency Alert Level 
2, as defined in the applicable NERC Standards. If these three criteria are 
met, the participant shall be subject to the emergency operation procedures 
contained in Section 8.6. In such case, the Curtailment Service Provider shall 
submit a request for the relevant Demand Resource(s) to be an emergency 
(versus pre-emergency) Demand Resource to the Office of the 
Interconnection, at the time the Registration Form is submitted in accordance 
with this Agreement. A Curtailment Service Provider shall not submit a 
request for an exception unless it has done its due diligence to confirm that 
the Demand Resource meets the requirements referenced herein and has 
obtained from the end-use customer documentation supporting the exception 
request. The Curtailment Service Provider shall provide the Office of the 
Interconnection with a copy of such supporting documentation within three (3) 
Bbusiness Ddays of a request therefor. Failure to provide such supporting 
documentation by the deadline shall result in the Demand Resource being 
subject to the pre-emergency procedures herein. 
 

85.  Tariff,  Att.K-App., §8.7 These data files are to be communicated to PJM either via the Load These data files are to be communicated to PJM either via the Load 



Proposed Clean-Up, Clarification and Corrections to Governing Documents 
 

 
Agreement, Attachment, 

Section, Title 
Current Language Proposed Revisions 

(Verification) 
 
Operating Agreement, 
Schedule 1, §8.7 
(Verification) 

Response Program web site or email. Files that are emailed must be in 
the PJM-approved file format. Meter data will be forwarded to the electric 
distribution company upon receipt, and these parties will then have ten 
(10) business days to provide feedback to PJM. 

Response Program web site or email. Files that are emailed must be in the 
PJM-approved file format. Meter data will be forwarded to the electric 
distribution company upon receipt, and these parties will then have ten (10) 
Bbusiness Ddays to provide feedback to PJM. 

86.  Tariff,  Att. M, § VI.D. 
(State Commission 
Tailored Requests for 
Information) 

 

Subject to the confidentiality restrictions of Attachment M – Appendix, 
Section I.D. of the PJM Tariff and Section 18.17.4 of the PJM Operating 
Agreement, the Market Monitoring Unit may provide, at its discretion, 
information regarding general market trends and the performance of the 
PJM Markets in response to a State Commission’s tailored request for 
information unless the requested information is designed to aid state 
enforcement actions or impinges upon the confidentiality rules of the 
Federal Energy Regulatory Commission with regard to Referrals. 
 
The Market Monitoring Unit shall provide to any Market Participant whose 
information has been requested, or who may be affected by the release 
of the requested information, written notice, which shall include electronic 
communication, of a State Commission’s tailored request for information 
as soon as possible, but not later than two (2) business days after the 
receipt of the request. If the request for tailored information seeks to 
obtain Confidential Information, the requirements and limitations of 
Section I.D. of Attachment M – Appendix shall apply. If the request for 
tailored information seeks to obtain information that is not Confidential 
Information, if the Market Participant whose information has been 
requested or who may be affected by the release of the requested 
information objects to the request or any portion thereof, it shall be given 
the opportunity to contest the request and to provide a contextual 
explanation to supplement the information produced by the Market 
Monitoring Unit so long as the providing of the contextual explanation 
does not unduly delay the release of the information to the State 
Commission. To register its objection, the Market Participant must 
request, in writing, within four (4) business days following the Market 

Subject to the confidentiality restrictions of Attachment M – Appendix, Section 
I.D. of the PJM Tariff and Section 18.17.4 of the PJM Operating Agreement, 
the Market Monitoring Unit may provide, at its discretion, information 
regarding general market trends and the performance of the PJM Markets in 
response to a State Commission’s tailored request for information unless the 
requested information is designed to aid state enforcement actions or 
impinges upon the confidentiality rules of the Federal Energy Regulatory 
Commission with regard to Referrals. 
 
The Market Monitoring Unit shall provide to any Market Participant whose 
information has been requested, or who may be affected by the release of the 
requested information, written notice, which shall include electronic 
communication, of a State Commission’s tailored request for information as 
soon as possible, but not later than two (2) Bbusiness Ddays after the receipt 
of the request. If the request for tailored information seeks to obtain 
Confidential Information, the requirements and limitations of Section I.D. of 
Attachment M – Appendix shall apply. If the request for tailored information 
seeks to obtain information that is not Confidential Information, if the Market 
Participant whose information has been requested or who may be affected by 
the release of the requested information objects to the request or any portion 
thereof, it shall be given the opportunity to contest the request and to provide 
a contextual explanation to supplement the information produced by the 
Market Monitoring Unit so long as the providing of the contextual explanation 
does not unduly delay the release of the information to the State Commission. 
To register its objection, the Market Participant must request, in writing, within 
four (4) Bbusiness Ddays following the Market Monitoring Unit’s receipt of the 
request, a conference with the State Commission to resolve differences 
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Monitoring Unit’s receipt of the request, a conference with the State 
Commission to resolve differences concerning the scope or timing of the 
tailored request for information; provided, however, nothing herein shall 
require the State Commission to participate in any conference. Any party 
to the conference may seek assistance from FERC staff in resolution of 
the dispute or terminate the conference process at any time. Should such 
conference be refused or terminated by any participant or should such 
conference not resolve the dispute, then the Market Participant whose 
information has been requested or who may be affected by the release of 
the requested information, may file a complaint with the FERC pursuant 
to Rule 206 objecting to the request for tailored information within ten (10) 
business days following receipt of written notice from any conference 
participant terminating such conference. Any complaints filed at the 
FERC objecting to a particular request for tailored information shall be 
designated by the party as a “fast track” complaint and each party shall 
bear its own costs in connection with such FERC proceeding.  
 
If no complaint challenging the request for tailored information is filed 
within the ten (10) business day period defined above, the Market 
Monitoring Unit shall utilize its best efforts to respond to the request for 
tailored information promptly. If a complaint is filed, and the Commission 
does not act on that complaint within ninety (90) days, the complaint shall 
be deemed denied and the Market Monitoring Unit shall use its best 
efforts to respond to the request for tailored information promptly. 
Notwithstanding the foregoing, if the Market Monitoring Unit determines, 
in its discretion, that responding to the State Commission’s request for 
tailored information is unreasonably burdensome and/or will interfere with 
the Market Monitoring Unit’s ability to carry out its core functions based 
on time and resource availability of its staff, the Market Monitoring Unit 
may decline such a request. 
 

concerning the scope or timing of the tailored request for information; 
provided, however, nothing herein shall require the State Commission to 
participate in any conference. Any party to the conference may seek 
assistance from FERC staff in resolution of the dispute or terminate the 
conference process at any time. Should such conference be refused or 
terminated by any participant or should such conference not resolve the 
dispute, then the Market Participant whose information has been requested or 
who may be affected by the release of the requested information, may file a 
complaint with the FERC pursuant to Rule 206 objecting to the request for 
tailored information within ten (10) Bbusiness Dday s following receipt of 
written notice from any conference participant terminating such conference. 
Any complaints filed at the FERC objecting to a particular request for tailored 
information shall be designated by the party as a “fast track” complaint and 
each party shall bear its own costs in connection with such FERC proceeding.  
 
If no complaint challenging the request for tailored information is filed within 
the ten (10) Bbusiness Dday period defined above, the Market Monitoring Unit 
shall utilize its best efforts to respond to the request for tailored information 
promptly. If a complaint is filed, and the Commission does not act on that 
complaint within ninety (90) days, the complaint shall be deemed denied and 
the Market Monitoring Unit shall use its best efforts to respond to the request 
for tailored information promptly. Notwithstanding the foregoing, if the Market 
Monitoring Unit determines, in its discretion, that responding to the State 
Commission’s request for tailored information is unreasonably burdensome 
and/or will interfere with the Market Monitoring Unit’s ability to carry out its 
core functions based on time and resource availability of its staff, the Market 
Monitoring Unit may decline such a request. 
 

87.  Tariff,  Att. M, § XI.B. 6. Before the Market Monitoring Unit accepts any engagement on behalf 6. Before the Market Monitoring Unit accepts any engagement on behalf of or 
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and Conduct by the 
Market Monitoring Unit)  
 
 

of or against an Interested Party, it must inform the PJM General Counsel 
and the PJM Board of such potential engagement and provide the PJM 
Board with an opportunity to state its objection to such representation on 
the ground the engagement would present a conflict of interest or result in 
the material appearance of conflict. At the discretion of the Market 
Monitoring Unit, the Market Monitoring Unit may notify the PJM General 
Counsel that the proposed engagement is confidential and request that 
the General Counsel disclose the proposed engagement only to a PJM 
Board subcommittee in a manner which limits the disclosure of nonpublic 
information.  Within seven (7) business days of being informed of the 
potential engagement by the Market Monitoring Unit, the PJM Board shall 
state any objection to such potential engagement. If the Market 
Monitoring Unit disagrees with the PJM Board’s determination regarding 
the potential engagement by the Market Monitoring Unit, the Parties shall 
jointly engage the Commission’s Dispute Resolution Service to determine 
whether the engagement would present a conflict of interest or result in 
the material appearance of a conflict. Unless the Commission’s Dispute 
Resolution Service finds no conflict of interest the Market Monitoring Unit 
shall be precluded from accepting the challenged engagement. For these 
purposes, the term “Interested Party” means (x) a Market Participant; (v) 
a state regulatory commission within the PJM Region; or (z) a person or 
entity with a significant direct financial interest in the organization, 
governance or operation of PJM but shall not include PJM itself. 
 

against an Interested Party, it must inform the PJM General Counsel and the 
PJM Board of such potential engagement and provide the PJM Board with an 
opportunity to state its objection to such representation on the ground the 
engagement would present a conflict of interest or result in the material 
appearance of conflict. At the discretion of the Market Monitoring Unit, the 
Market Monitoring Unit may notify the PJM General Counsel that the 
proposed engagement is confidential and request that the General Counsel 
disclose the proposed engagement only to a PJM Board subcommittee in a 
manner which limits the disclosure of nonpublic information.  Within seven (7) 
Bbusiness Ddays of being informed of the potential engagement by the 
Market Monitoring Unit, the PJM Board shall state any objection to such 
potential engagement. If the Market Monitoring Unit disagrees with the PJM 
Board’s determination regarding the potential engagement by the Market 
Monitoring Unit, the Parties shall jointly engage the Commission’s Dispute 
Resolution Service to determine whether the engagement would present a 
conflict of interest or result in the material appearance of a conflict. Unless the 
Commission’s Dispute Resolution Service finds no conflict of interest the 
Market Monitoring Unit shall be precluded from accepting the challenged 
engagement. For these purposes, the term “Interested Party” means (x) a 
Market Participant; (v) a state regulatory commission within the PJM Region; 
or (z) a person or entity with a significant direct financial interest in the 
organization, governance or operation of PJM but shall not include PJM itself. 
 

88.  Tariff,  Att. M-App., § I.D. 
(Disclosure to Authorized 
Commissions) 
 
 

2. The Market Monitoring Unit may, in the course of discussions with an 
Authorized Person, orally disclose information otherwise required to be 
maintained in confidence, without the need for a prior Information 
Request. Such oral disclosures shall provide enough information to 
enable the Authorized Person or the Authorized Commission with which 
that Authorized Person is associated to determine whether additional 
Information Requests are appropriate. The Market Monitoring Unit will not 
make any written or electronic disclosures of confidential information to 

2. The Market Monitoring Unit may, in the course of discussions with an 
Authorized Person, orally disclose information otherwise required to be 
maintained in confidence, without the need for a prior Information Request. 
Such oral disclosures shall provide enough information to enable the 
Authorized Person or the Authorized Commission with which that Authorized 
Person is associated to determine whether additional Information Requests 
are appropriate. The Market Monitoring Unit will not make any written or 
electronic disclosures of confidential information to the Authorized Person 
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the Authorized Person pursuant to this Section I.D.2. In any such 
discussions, the Market Monitoring Unit shall ensure that the individual or 
individuals receiving such confidential information are Authorized Persons 
as defined herein, orally designate confidential information that is 
disclosed, and refrain from identifying any specific Affected Member 
whose information is disclosed. The Market Monitoring Unit shall also be 
authorized to assist Authorized Persons in interpreting confidential 
information that is disclosed. The Market Monitoring Unit shall provide 
any Affected Member with oral notice of any oral disclosure immediately, 
but not later than one (1) business day after the oral disclosure. Such oral 
notice to the Affected Member shall include the substance of the oral 
disclosure, but shall not reveal any confidential information of any other 
Member and must be received by the Affected Member before the name 
of the Affected Member is released to the Authorized Person; provided 
however, disclosure of the identity of the Affected Party must be made to 
the Authorized Commission with which the Authorized Person is 
associated within two (2) business days of the initial oral disclosure. 

pursuant to this Section I.D.2. In any such discussions, the Market Monitoring 
Unit shall ensure that the individual or individuals receiving such confidential 
information are Authorized Persons as defined herein, orally designate 
confidential information that is disclosed, and refrain from identifying any 
specific Affected Member whose information is disclosed. The Market 
Monitoring Unit shall also be authorized to assist Authorized Persons in 
interpreting confidential information that is disclosed. The Market Monitoring 
Unit shall provide any Affected Member with oral notice of any oral disclosure 
immediately, but not later than one (1) Bbusiness Dday after the oral 
disclosure. Such oral notice to the Affected Member shall include the 
substance of the oral disclosure, but shall not reveal any confidential 
information of any other Member and must be received by the Affected 
Member before the name of the Affected Member is released to the 
Authorized Person; provided however, disclosure of the identity of the 
Affected Party must be made to the Authorized Commission with which the 
Authorized Person is associated within two (2) Bbusiness Ddays of the initial 
oral disclosure. 
 

89.  Tariff,  Att. M-App., § I.D. 
(Disclosure to Authorized 
Commissions) 
 

3. As regards Information Requests: 
(i) Information Requests to the Office of the Interconnection and/or 
Market Monitoring Unit by an Authorized Commission shall be in writing, 
which shall include electronic communications, addressed to the Market 
Monitoring Unit, and shall: (a) describe the information sought in sufficient 
detail to allow a response to the Information Request; (b) provide a 
general description of the purpose of the Information Request; (c) state 
the time period for which confidential information is requested; and (d) re-
affirm that only Authorized Persons shall have access to the confidential 
information requested. The Market Monitoring Unit shall provide an 
Affected Member with written notice, which shall include electronic 
communication, of an Information Request by an Authorized Commission 
as soon as possible, but not later than two (2) business days after the 
receipt of the Information Request.  

3. As regards Information Requests: 
(i) Information Requests to the Office of the Interconnection and/or Market 
Monitoring Unit by an Authorized Commission shall be in writing, which shall 
include electronic communications, addressed to the Market Monitoring Unit, 
and shall: (a) describe the information sought in sufficient detail to allow a 
response to the Information Request; (b) provide a general description of the 
purpose of the Information Request; (c) state the time period for which 
confidential information is requested; and (d) re-affirm that only Authorized 
Persons shall have access to the confidential information requested. The 
Market Monitoring Unit shall provide an Affected Member with written notice, 
which shall include electronic communication, of an Information Request by 
an Authorized Commission as soon as possible, but not later than two (2) 
Bbusiness Ddays after the receipt of the Information Request.  
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(ii) Subject to the provisions of Section I.D.3(iii) below, the Market 
Monitoring Unit shall supply confidential information to the Authorized 
Commission in response to any Information Request within five (5) 
business days of the receipt of the Information Request, to the extent that 
the requested confidential information can be made available within such 
period; provided however, that in no event shall confidential information 
be released prior to the end of the fourth (4th) business day without the 
express consent of the Affected Member. To the extent that the Market 
Monitoring Unit cannot reasonably prepare and deliver the requested 
confidential information within such five (5) day period, it shall, within 
such period, provide the Authorized Commission with a written schedule 
for the provision of such remaining confidential information. Upon 
providing confidential information to the Authorized Commission, the 
Market Monitoring Unit shall either provide a copy of the confidential 
information to the Affected Member(s), or provide a listing of the 
confidential information disclosed; provided, however, that the Market 
Monitoring Unit shall not reveal any Member’s confidential information to 
any other Member. 
 
(iii) Notwithstanding Section I.D.3(ii), above, should the Office of the 
Interconnection, the Market Monitoring Unit or an Affected Member object 
to an Information Request or any portion thereof, any of them may, within 
four (4) business days following the Market Monitoring Unit’s receipt of 
the Information Request, request, in writing, a conference with the 
Authorized Commission to resolve differences concerning the scope or 
timing of the Information Request; provided, however, nothing herein 
shall require the Authorized Commission to participate in any conference. 
Any party to the conference may seek assistance from FERC staff in 
resolution of the dispute or terminate the conference process at any time.  
Should such conference be refused or terminated by any participant or 
should such conference  not resolve the dispute, then the Office of the 

(ii) Subject to the provisions of Section I.D.3(iii) below, the Market Monitoring 
Unit shall supply confidential information to the Authorized Commission in 
response to any Information Request within five (5) Bbusiness Ddays of the 
receipt of the Information Request, to the extent that the requested 
confidential information can be made available within such period; provided 
however, that in no event shall confidential information be released prior to the 
end of the fourth (4th) Bbusiness Dday without the express consent of the 
Affected Member. To the extent that the Market Monitoring Unit cannot 
reasonably prepare and deliver the requested confidential information within 
such five (5) day period, it shall, within such period, provide the Authorized 
Commission with a written schedule for the provision of such remaining 
confidential information. Upon providing confidential information to the 
Authorized Commission, the Market Monitoring Unit shall either provide a 
copy of the confidential information to the Affected Member(s), or provide a 
listing of the confidential information disclosed; provided, however, that the 
Market Monitoring Unit shall not reveal any Member’s confidential information 
to any other Member. 
 
(iii) Notwithstanding Section I.D.3(ii), above, should the Office of the 
Interconnection, the Market Monitoring Unit or an Affected Member object to 
an Information Request or any portion thereof, any of them may, within four 
(4) Bbusiness Ddays following the Market Monitoring Unit’s receipt of the 
Information Request, request, in writing, a conference with the Authorized 
Commission to resolve differences concerning the scope or timing of the 
Information Request; provided, however, nothing herein shall require the 
Authorized Commission to participate in any conference. Any party to the 
conference may seek assistance from FERC staff in resolution of the dispute 
or terminate the conference process at any time.  Should such conference be 
refused or terminated by any participant or should such conference not 
resolve the dispute, then the Office of the Interconnection, Market Monitoring 
Unit, or the Affected Member may file a complaint with the FERC pursuant to 
Rule 206 objecting to the Information Request within ten (10) Bbusiness 
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Interconnection, Market Monitoring Unit, or the Affected Member may file 
a complaint with the FERC pursuant to Rule 206 objecting to the 
Information Request within ten (10) business days following receipt of 
written notice from any conference participant terminating such 
conference. Any complaints filed at the FERC objecting to a particular 
Information Request shall be designated by the party as a “fast track” 
complaint and each party shall bear its own costs in connection with such 
FERC proceeding. . . . 
 
(iv) Any Authorized Commission may initiate appropriate legal action at 
the FERC within ten (10) business days following receipt of information 
designated as “Confidential,” challenging such designation. Any 
complaints filed at FERC objecting to the designation of information as 
“Confidential” shall be designated by the party as a “fast track” complaint 
and each party shall bear its own costs in connection with such FERC 
proceeding. The party filing such a complaint shall be required to prove 
that the material disclosed does not merit “Confidential” status because it 
is publicly available from other sources or contains no trade secret or 
other sensitive commercial information (with “publicly available” not being 
deemed to include unauthorized disclosures of otherwise confidential 
data). 
 

Ddays following receipt of written notice from any conference participant 
terminating such conference. Any complaints filed at the FERC objecting to a 
particular Information Request shall be designated by the party as a “fast 
track” complaint and each party shall bear its own costs in connection with 
such FERC proceeding. . . .   
 
(iv) Any Authorized Commission may initiate appropriate legal action at the 
FERC within ten (10) Bbusiness Ddays following receipt of information 
designated as “Confidential,” challenging such designation. Any complaints 
filed at FERC objecting to the designation of information as “Confidential” shall 
be designated by the party as a “fast track” complaint and each party shall 
bear its own costs in connection with such FERC proceeding. The party filing 
such a complaint shall be required to prove that the material disclosed does 
not merit “Confidential” status because it is publicly available from other 
sources or contains no trade secret or other sensitive commercial information 
(with “publicly available” not being deemed to include unauthorized 
disclosures of otherwise confidential data). 
 

90.  Tariff,  Att. M-App., §II. C. 
(RPM Must-Offer 
Requirement) 
 

5. If a Capacity Market Seller submits for the portion of a Generation 
Capacity Resource that it owns or controls, and the Office of 
Interconnection accepts, a Sell Offer (i) at a level of installed capacity that 
the Market Monitoring Unit believes is inconsistent with the level 
established under Section 5.6.6 of Attachment DD of the PJM Tariff, (ii) at 
a level of installed capacity inconsistent with its determination of eligibility 
for an exception listed in Section II.C.4 above, or (iii) a maximum EFORd 
that the Market Monitoring Unit believes is inconsistent with the maximum 
level determined under Section II.C.3 of this Appendix, the Market 
Monitoring Unit may exercise its powers to inform Commission staff of its 

5. If a Capacity Market Seller submits for the portion of a Generation Capacity 
Resource that it owns or controls, and the Office of Interconnection accepts, a 
Sell Offer (i) at a level of installed capacity that the Market Monitoring Unit 
believes is inconsistent with the level established under Section 5.6.6 of 
Attachment DD of the PJM Tariff, (ii) at a level of installed capacity 
inconsistent with its determination of eligibility for an exception listed in 
Section II.C.4 above, or (iii) a maximum EFORd that the Market Monitoring 
Unit believes is inconsistent with the maximum level determined under 
Section II.C.3 of this Appendix, the Market Monitoring Unit may exercise its 
powers to inform Commission staff of its concerns and/or request a 
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concerns and/or request a determination from the Commission that would 
require the Generation Capacity Resource to submit a new or revised Sell 
Offer, notwithstanding any determination to the contrary made under 
Section 6.6 of Attachment DD. 
 
The Market Monitoring Unit shall also consider the documentation 
provided by the Capacity Market Seller pursuant to Section 6.6 of 
Attachment DD, for generation resources for which the Office of the 
Interconnection has not approved an exception to the RPM must-offer 
requirement as set forth in Section 6.6(g) of Attachment DD, to determine 
whether the Capacity Market Seller’s failure to offer part or all of one or 
more generation resources into an RPM Auction would result in an 
increase of greater than five percent in any Zonal Capacity Price 
determined through such auction as required by Section 6.6(i) of 
Attachment DD, and shall inform both the Capacity Market Seller and the 
Office of the Interconnection of its determination by no later than two (2) 
business days after the close of the offer period for the applicable RPM 
Auction. 
 

determination from the Commission that would require the Generation 
Capacity Resource to submit a new or revised Sell Offer, notwithstanding any 
determination to the contrary made under Section 6.6 of Attachment DD. 
 
The Market Monitoring Unit shall also consider the documentation provided by 
the Capacity Market Seller pursuant to Section 6.6 of Attachment DD, for 
generation resources for which the Office of the Interconnection has not 
approved an exception to the RPM must-offer requirement as set forth in 
Section 6.6(g) of Attachment DD, to determine whether the Capacity Market 
Seller’s failure to offer part or all of one or more generation resources into an 
RPM Auction would result in an increase of greater than five percent in any 
Zonal Capacity Price determined through such auction as required by Section 
6.6(i) of Attachment DD, and shall inform both the Capacity Market Seller and 
the Office of the Interconnection of its determination by no later than two (2) 
Bbusiness Ddays after the close of the offer period for the applicable RPM 
Auction. 
 

91.  Tariff,  Att. M-App., §II. F. 
(Mitigation of Offers from 
Planned Generation 
Capacity Resources) 

Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit 
shall evaluate Sell Offers for Planned Generation Capacity Resources to 
determine whether market power mitigation should be applied and notify 
in writing each Capacity Market Seller whose Sell Offer has been 
determined to be non-competitive and subject to mitigation, with a copy to 
the Office of the Interconnection, by no later than one (1) business day 
after the close of the offer period for the applicable RPM Auction. 

Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit shall 
evaluate Sell Offers for Planned Generation Capacity Resources to determine 
whether market power mitigation should be applied and notify in writing each 
Capacity Market Seller whose Sell Offer has been determined to be non-
competitive and subject to mitigation, with a copy to the Office of the 
Interconnection, by no later than one (1) Bbusiness Dday after the close of the 
offer period for the applicable RPM Auction. 
 

92.  Tariff,  Att. N-2 (Cost 
Responsibility) 
 
 

12. B. Prior to initiating the Facilities Study, Transmission Provider shall 
bill New Service Customer for New Service Customer’s share of the cost 
of work on the study that is scheduled to be completed during the first 
three months after work commences.  
 

12. B. Prior to initiating the Facilities Study, Transmission Provider shall bill 
New Service Customer for New Service Customer’s share of the cost of work 
on the study that is scheduled to be completed during the first three months 
after work commences.  
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Thereafter, on or before the 5th business day of every third month, 
Transmission Provider shall bill New Service Customer for New Service 
Customer’s share of the cost of work expected to be completed on the 
Facilities Study during the ensuing three months. New Service Customer 
shall pay each bill within twenty (20) days after receipt thereof. In the 
event New Service Customer fails, other than as provided below 
regarding billing disputes, to make timely payment of any invoice for work 
on the Facilities Study, its New Service Request shall be deemed to be 
terminated and withdrawn as of the date when payment was due. 
Notwithstanding the foregoing, in the event that the total estimated cost of 
the Facilities Study does not exceed the amount of the deposit required 
under Section 206 of the PJM Tariff, Transmission Provider shall apply 
the deposit in payment of the invoices for the cost of the Facilities Study. 
Upon written request by the New Service Customer pursuant to Section 
206.4.1.1 of the PJM Tariff, Transmission Provider may provide a 
quarterly cost reconciliation. Subject to the following sentence regarding 
the final cost reconciliation upon completion of the Facility Study, such a 
quarterly cost reconciliation will have a one-quarter lag, e.g., 
reconciliation of costs for the first calendar quarter of work will be 
provided at the start of the third calendar quarter of work. Within 120 days 
after Transmission Provider completes the Facilities Study, Transmission 
Provider shall provide a final invoice presenting an accounting of, and the 
appropriate party shall make any payment to the other that is necessary 
to resolve, any difference between (a) New Service Customer’s cost 
responsibility under this Agreement and the PJM Tariff for the actual cost 
of the Facilities Study and (b) New Service Customer’s aggregate 
payments hereunder, including its deposits. 
 

Thereafter, on or before the 5th Bbusiness Dday of every third month, 
Transmission Provider shall bill New Service Customer for New Service 
Customer’s share of the cost of work expected to be completed on the 
Facilities Study during the ensuing three months. New Service Customer shall 
pay each bill within twenty (20) days after receipt thereof. In the event New 
Service Customer fails, other than as provided below regarding billing 
disputes, to make timely payment of any invoice for work on the Facilities 
Study, its New Service Request shall be deemed to be terminated and 
withdrawn as of the date when payment was due. Notwithstanding the 
foregoing, in the event that the total estimated cost of the Facilities Study does 
not exceed the amount of the deposit required under Section 206 of the PJM 
Tariff, Transmission Provider shall apply the deposit in payment of the 
invoices for the cost of the Facilities Study. Upon written request by the New 
Service Customer pursuant to Section 206.4.1.1 of the PJM Tariff, 
Transmission Provider may provide a quarterly cost reconciliation. Subject to 
the following sentence regarding the final cost reconciliation upon completion 
of the Facility Study, such a quarterly cost reconciliation will have a one-
quarter lag, e.g., reconciliation of costs for the first calendar quarter of work 
will be provided at the start of the third calendar quarter of work. Within 120 
days after Transmission Provider completes the Facilities Study, Transmission 
Provider shall provide a final invoice presenting an accounting of, and the 
appropriate party shall make any payment to the other that is necessary to 
resolve, any difference between (a) New Service Customer’s cost 
responsibility under this Agreement and the PJM Tariff for the actual cost of 
the Facilities Study and (b) New Service Customer’s aggregate payments 
hereunder, including its deposits. 
 

93.  Tariff,  Att. N-2 (Cost 
Responsibility) 
 

16. A. If the Facilities Study includes New Service Customer’s New 
Service Request(s) only, New Service Customer may terminate its 
participation in the study at any time by providing written notice of 
termination to Transmission Provider. New Service Customer’s notice of 

16. A. If the Facilities Study includes New Service Customer’s New Service 
Request(s) only, New Service Customer may terminate its participation in the 
study at any time by providing written notice of termination to Transmission 
Provider. New Service Customer’s notice of termination (1) shall be effective 
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termination (1) shall be effective as of the end of the business day 
following the day that Transmission Provider receives such notice and (2) 
concurrently shall have the effect of terminating and withdrawing New 
Service Customer’s New Service Request(s). New Service Customer will 
be responsible for all costs of the Facilities Study that Transmission 
Provider incurred prior to the effective date of the notice of termination. 
Within thirty (30) days after the effective date of New Service Customer’s 
notice of termination, Transmission Provider will deliver to New Service 
Customer a statement of New Service Customer’s responsibility for the 
costs of the Facilities Study incurred up to the date of termination. In the 
event that New Service Customer’s cost responsibility as of the date of 
termination exceeds the sum of its deposits then held by Transmission 
Provider for the Facilities Study, Transmission Provider's statement will 
include an invoice in the amount of such excess. New Service Customer 
will pay that invoice within ten (10) days after it receives it. In the event 
that New Service Customer does not pay the invoice within ten (10) days 
after receipt, New Service Customer shall owe the invoice amount plus 
interest at the applicable rate prescribed in 18 C.F.R. § 35.19a (a)(2)(iii), 
accrued from the day after the date payment was due until the date of 
payment. In the event that New Service Customer’s cost responsibility as 
of the date of termination was less than the sum of its deposits for the 
Facilities Study, Transmission Provider's statement will include a 
payment to New Service Customer in the amount of the difference. 
 

as of the end of the Bbusiness Dday following the day that Transmission 
Provider receives such notice and (2) concurrently shall have the effect of 
terminating and withdrawing New Service Customer’s New Service 
Request(s). New Service Customer will be responsible for all costs of the 
Facilities Study that Transmission Provider incurred prior to the effective date 
of the notice of termination. Within thirty (30) days after the effective date of 
New Service Customer’s notice of termination, Transmission Provider will 
deliver to New Service Customer a statement of New Service Customer’s 
responsibility for the costs of the Facilities Study incurred up to the date of 
termination. In the event that New Service Customer’s cost responsibility as of 
the date of termination exceeds the sum of its deposits then held by 
Transmission Provider for the Facilities Study, Transmission Provider's 
statement will include an invoice in the amount of such excess. New Service 
Customer will pay that invoice within ten (10) days after it receives it. In the 
event that New Service Customer does not pay the invoice within ten (10) 
days after receipt, New Service Customer shall owe the invoice amount plus 
interest at the applicable rate prescribed in 18 C.F.R. § 35.19a (a)(2)(iii), 
accrued from the day after the date payment was due until the date of 
payment. In the event that New Service Customer’s cost responsibility as of 
the date of termination was less than the sum of its deposits for the Facilities 
Study, Transmission Provider's statement will include a payment to New 
Service Customer in the amount of the difference. 
 

94.  Tariff,  Att. P, Appendix 2, 
§3.2.3.3 (Additional 
Conditions Regarding 
Network Facilities) 
 
 
 

To the extent that the Interconnection Customer utilizes the Option to 
Build for design, procurement, construction and/or installation of (a) any 
Transmission Owner Interconnection Facilities that are Local Upgrades or 
Network Upgrades to Transmission System facilities that are in existence 
or under construction by or on behalf of the Interconnected Transmission 
Owner on the date that the Interconnection Customer solicits bids under 
Section 3.2.3.7 below, or (b) Transmission Owner Interconnection 
Facilities that are to be located on land or in right-of-way owned or 

To the extent that the Interconnection Customer utilizes the Option to Build for 
design, procurement, construction and/or installation of (a) any Transmission 
Owner Interconnection Facilities that are Local Upgrades or Network 
Upgrades to Transmission System facilities that are in existence or under 
construction by or on behalf of the Interconnected Transmission Owner on the 
date that the Interconnection Customer solicits bids under Section 3.2.3.7 
below, or (b) Transmission Owner Interconnection Facilities that are to be 
located on land or in right-of-way owned or controlled by the Interconnected 
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controlled by the Interconnected Transmission Owner, and in addition to 
the other terms and conditions applicable to the design, procurement, 
construction and/or installation of facilities under this Appendix 2, all work 
shall comply with the following further conditions:  
 
. . .  
 
(iv) The Interconnection Customer and its contractors, employees and 
agents shall comply with the Interconnected Transmission Owner’s 
safety, security and work rules, environmental guidelines and training 
requirements applicable to the area(s) where construction activity is 
occurring and shall provide all reasonably required documentation to the 
Interconnected Transmission Owner, provided that the Interconnected 
Transmission Owner previously has provided its safety, security and work 
rules and training requirements applicable to work on its facilities to 
Transmission Provider and the Interconnection Customer within 20 
business days after a request therefor made by Interconnection Customer 
following its receipt of the Facilities Study; 
 
. . .  

Transmission Owner, and in addition to the other terms and conditions 
applicable to the design, procurement, construction and/or installation of 
facilities under this Appendix 2, all work shall comply with the following further 
conditions:  
 
. . .  
 
(iv) The Interconnection Customer and its contractors, employees and agents 
shall comply with the Interconnected Transmission Owner’s safety, security 
and work rules, environmental guidelines and training requirements applicable 
to the area(s) where construction activity is occurring and shall provide all 
reasonably required documentation to the Interconnected Transmission 
Owner, provided that the Interconnected Transmission Owner previously has 
provided its safety, security and work rules and training requirements 
applicable to work on its facilities to Transmission Provider and the 
Interconnection Customer within 20 Bbusiness Ddays after a request therefor 
made by Interconnection Customer following its receipt of the Facilities Study; 
 
. . .  
 

95.  Formerly 
Tariff,  Att. Q, §III. A. 
(Credit and Financial 
Security) 
 

Currently 

Tariff,  Att. Q, §IV.A.1 
(Credit for Virtual and 
Export Transactions) 
 
[Section relocated and 

A Market Participant wishing to increase its Credit Available for Virtual 
Transactions by providing additional Financial Security may make the 
appropriate arrangements with PJMSettlement.  
 
PJMSettlement will make a good faith effort to make new Financial 
Security available as Credit Available for Virtual Transactions as soon as 
practicable after confirmation of receipt. In any event, however, Financial 
Security received and confirmed by noon on a business day will be 
applied (as provided under this policy) to Credit Available for Virtual 
Transactions no later than 10:00 am on the following business day. 
Receipt and acceptance of wired funds for cash deposit shall mean actual 
receipt by PJMSettlement’s bank, deposit into PJMSettlement’s customer 

A Market Participant wishing to increase its Credit Available for Virtual 
Transactions by providing additional Financial Security may make the 
appropriate arrangements with PJMSettlement.  
 
PJMSettlement will make a good faith effort to make new Financial Security 
available as Credit Available for Virtual Transactions as soon as practicable 
after confirmation of receipt. In any event, however, Financial Security 
received and confirmed by noon on a Bbusiness Dday will be applied (as 
provided under this policy) to Credit Available for Virtual Transactions no later 
than 10:00 am on the following Bbusiness Dday. Receipt and acceptance of 
wired funds for cash deposit shall mean actual receipt by PJMSettlement’s 
bank, deposit into PJMSettlement’s customer deposit account, and 
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revised in PJM filing in 
Attachment Q Clean Up 
Filing] 
 

 

deposit account, and confirmation by PJMSettlement that such wire has 
been received and deposited. Receipt and acceptance of letters of credit 
shall mean receipt of the original letter of credit or amendment thereto, 
and confirmation from PJMSettlement’s credit and legal staffs that such 
letter of credit or amendment thereto conforms to PJMSettlement’s 
requirements, which confirmation shall be made in a reasonable and 
practicable timeframe. To facilitate this process, bidders wiring funds for 
the purpose of increasing their Credit Available for Virtual Transactions 
are advised to specifically notify PJMSettlement that a wire is being sent 
for such purpose. 

confirmation by PJMSettlement that such wire has been received and 
deposited. Receipt and acceptance of letters of credit shall mean receipt of 
the original letter of credit or amendment thereto, and confirmation from 
PJMSettlement’s credit and legal staffs that such letter of credit or amendment 
thereto conforms to PJMSettlement’s requirements, which confirmation shall 
be made in a reasonable and practicable timeframe. To facilitate this process, 
bidders wiring funds for the purpose of increasing their Credit Available for 
Virtual Transactions are advised to specifically notify PJMSettlement that a 
wire is being sent for such purpose. 
 

96.  Formerly 
Tariff,  Att. Q, §V. F. 
(Portfolio Diversification) 
 
Currently 
Tariff,  Att. Q, §V.C.6. 
(Portfolio Diversification) 
 
[Section relocated and 
revised in PJM filing in 
Attachment Q Clean Up 
Filing] 
 

2. If the FTR Credit Requirement for any Participant exceeds its credit 
available for FTRs as a result of these diversification requirements for the 
tentatively cleared portfolio of FTRs, PJMSettlement shall immediately 
issue a demand for additional credit, and such demand must be fulfilled 
before 4:00 p.m. on the business day following the demand. If any 
Participant does not timely satisfy such demand, PJMSettlement, in 
coordination with PJM, shall cause the removal that Participant's entire 
set of bids for that FTR auction (or auction round) and a new cleared 
solution shall be calculated for the entire auction (or auction round). 

2. If the FTR Credit Requirement for any Participant exceeds its credit 
available for FTRs as a result of these diversification requirements for the 
tentatively cleared portfolio of FTRs, PJMSettlement shall immediately issue a 
demand for additional credit, and such demand must be fulfilled before 4:00 
p.m. on the Bbusiness Dday following the demand. If any Participant does not 
timely satisfy such demand, PJMSettlement, in coordination with PJM, shall 
cause the removal that Participant's entire set of bids for that FTR auction (or 
auction round) and a new cleared solution shall be calculated for the entire 
auction (or auction round). 
 

97.  Tariff,  Att. DD, §5.11(f) 
(Posting of Information 
Relevant to the RPM 
Auctions) 
 
 

If PJM discovers an error in the initial posting of auction results for a 
particular Reliability Pricing Model Auction, it shall notify Market 
Participants of the error as soon as possible after it is found, but in no 
event later than 5:00 p.m. of the fifth business day following the initial 
publication of the results of the auction. After this initial notification, if PJM 
determines it is necessary to post modified results, it shall provide 
notification of its intent to do so, together with all available supporting 
documentation, by no later than 5:00 p.m. of the seventh business day 
following the initial publication of the results of the auction. Thereafter, 

If PJM discovers an error in the initial posting of auction results for a particular 
Reliability Pricing Model Auction, it shall notify Market Participants of the error 
as soon as possible after it is found, but in no event later than 5:00 p.m. of the 
fifth Bbusiness Dday following the initial publication of the results of the 
auction. After this initial notification, if PJM determines it is necessary to post 
modified results, it shall provide notification of its intent to do so, together with 
all available supporting documentation, by no later than 5:00 p.m. of the 
seventh Bbusiness Dday following the initial publication of the results of the 
auction. Thereafter, PJM must post on its Web site any corrected auction 
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PJM must post on its Web site any corrected auction results by no later 
than 5:00 p.m. of the tenth business day following the initial publication of 
the results of the auction. Should any of the above deadlines pass without 
the associated action on the part of the Office of the Interconnection, the 
originally posted results will be considered final. Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC. 

results by no later than 5:00 p.m. of the tenth Bbusiness Dday following the 
initial publication of the results of the auction. Should any of the above 
deadlines pass without the associated action on the part of the Office of the 
Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if 
the referenced auction results are under publicly noticed review by the FERC. 
 

98.  Tariff,  Att. DD, §6.5(c) 
(Mitigation) 
 
 

(C) Where the two conditions stated in subsection (B) are not met, or the 
Sell Offer is pivotal, the Sell Offer shall be rejected if it exceeds 140 
percent of: 1) the average of location-adjusted Sell Offers for Planned 
Generation Capacity Resources from the same asset class as such Sell 
Offer, submitted (and not rejected) (Asset-Class New Plant Offers) for 
such Delivery Year; or 2) if there are no Asset-Class New Plant Offers for 
such Delivery Year, the average of Asset-Class New Plant Offers for all 
prior Delivery Years; or 3) if there are no Asset-Class New Plant Offers 
for any prior Delivery Year, the Net CONE applicable for such Delivery 
Year in the LDA for which such Sell Offer was submitted. For purposes of 
this section, asset classes shall be as stated in section 6.7(c) as effective 
for such Delivery Year, and Asset-Class New Plant Offers shall be 
location-adjusted by the ratio between the Net CONE effective for such 
Delivery Year for the LDA in which the Sell Offer subject to this section 
was submitted and the average, weighted by installed capacity, of the Net 
CONEs for all LDAs in which the units underlying such Asset Class New 
Plant Offers are located. Following the conduct of the applicable auction 
and before the final determination of clearing prices, in accordance with 
Section 6.2(b) above, each Capacity Market Seller whose Sell Offer is so 
rejected shall be notified in writing by the Office of the Interconnection by 
no later than one (1) business day after the close of the offer period for 
the applicable RPM Auction and allowed an opportunity to submit a 
revised Sell Offer that does not exceed such threshold within one 
business (1) day of the Office of the Interconnection’s rejection of such 
Sell Offer. If such revised Sell O ffer is accepted by the Office of the 

(C) Where the two conditions stated in subsection (B) are not met, or the Sell 
Offer is pivotal, the Sell Offer shall be rejected if it exceeds 140 percent of: 1) 
the average of location-adjusted Sell Offers for Planned Generation Capacity 
Resources from the same asset class as such Sell Offer, submitted (and not 
rejected) (Asset-Class New Plant Offers) for such Delivery Year; or 2) if there 
are no Asset-Class New Plant Offers for such Delivery Year, the average of 
Asset-Class New Plant Offers for all prior Delivery Years; or 3) if there are no 
Asset-Class New Plant Offers for any prior Delivery Year, the Net CONE 
applicable for such Delivery Year in the LDA for which such Sell Offer was 
submitted. For purposes of this section, asset classes shall be as stated in 
section 6.7(c) as effective for such Delivery Year, and Asset-Class New Plant 
Offers shall be location-adjusted by the ratio between the Net CONE effective 
for such Delivery Year for the LDA in which the Sell Offer subject to this 
section was submitted and the average, weighted by installed capacity, of the 
Net CONEs for all LDAs in which the units underlying such Asset Class New 
Plant Offers are located. Following the conduct of the applicable auction and 
before the final determination of clearing prices, in accordance with Section 
6.2(b) above, each Capacity Market Seller whose Sell Offer is so rejected 
shall be notified in writing by the Office of the Interconnection by no later than 
one (1) Bbusiness Dday after the close of the offer period for the applicable 
RPM Auction and allowed an opportunity to submit a revised Sell Offer that 
does not exceed such threshold within one business (1) day of the Office of 
the Interconnection’s rejection of such Sell Offer. If such revised Sell O ffer is 
accepted by the Office of the Interconnection, the Office of the Interconnection 
then shall clear the auction with such revised Sell Offer in place. Pursuant to 
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Interconnection, the Office of the Interconnection then shall clear the 
auction with such revised Sell Offer in place. Pursuant to Section II.F of 
Attachment M-Appendix, the Market Monitoring Unit shall notify in writing 
each Capacity Market Seller whose Sell Offer has been determined to be 
non-competitive and subject to mitigation, with a copy to the Office of the 
Interconnection, by no later than one (1) business day after the close of 
the offer period for the applicable RPM Auction. 
 

Section II.F of Attachment M-Appendix, the Market Monitoring Unit shall notify 
in writing each Capacity Market Seller whose Sell Offer has been determined 
to be non-competitive and subject to mitigation, with a copy to the Office of the 
Interconnection, by no later than one (1) Bbusiness Dday after the close of the 
offer period for the applicable RPM Auction. 
 

99.  Tariff,  Att. DD, §6.6 (Offer 
Requirement for Capacity 
Resources) 
 
 

In order to obtain an exception to the RPM must-offer requirement for the 
reason specified in Paragraph A above, a Capacity Market Seller shall 
first submit a preliminary exception request in writing, along with 
supporting data and documentation indicating the reasons and conditions 
upon which the Capacity Market Seller is relying in its analysis of whether 
to retire such resource, to the Market Monitoring Unit for evaluation, 
notifying the Office of the Interconnection by copy of the same, by no later 
than (a) November 1, 2013 for the Base Residual Auction for the 
2017/2018 Delivery Year, (b) the September 1 that last precedes the 
Base Residual Auction for the 2018/2019 and subsequent Delivery Years, 
and (c) two hundred forty (240) days prior to the commencement of the 
offer period for the applicable Incremental Auction. By no later than five 
(5) business days after receipt of any such preliminary exception 
requests, the Office of the Interconnection will post on its website a 
summary of the number of megawatts of Generation Capacity Resources 
for which it has received notification of preliminary exception requests, on 
an aggregate basis by Zone and 
Locational Deliverability Area that comprises a subset of a Zone, as 
specified in the PJM Manuals.  
 
Thereafter, as applicable, such Capacity Market Seller shall by no later 
than (a) the December 1 that last precedes the Base Residual Auction for 
the applicable Delivery Year, or (b) one hundred twenty (120) days prior 
to the commencement of the offer period for the applicable Incremental 

In order to obtain an exception to the RPM must-offer requirement for the 
reason specified in Paragraph A above, a Capacity Market Seller shall first 
submit a preliminary exception request in writing, along with supporting data 
and documentation indicating the reasons and conditions upon which the 
Capacity Market Seller is relying in its analysis of whether to retire such 
resource, to the Market Monitoring Unit for evaluation, notifying the Office of 
the Interconnection by copy of the same, by no later than (a) November 1, 
2013 for the Base Residual Auction for the 2017/2018 Delivery Year, (b) the 
September 1 that last precedes the Base Residual Auction for the 2018/2019 
and subsequent Delivery Years, and (c) two hundred forty (240) days prior to 
the commencement of the offer period for the applicable Incremental Auction. 
By no later than five (5) Bbusiness Ddays after receipt of any such preliminary 
exception requests, the Office of the Interconnection will post on its website a 
summary of the number of megawatts of Generation Capacity Resources for 
which it has received notification of preliminary exception requests, on an 
aggregate basis by Zone and 
Locational Deliverability Area that comprises a subset of a Zone, as specified 
in the PJM Manuals.  
 
Thereafter, as applicable, such Capacity Market Seller shall by no later than 
(a) the December 1 that last precedes the Base Residual Auction for the 
applicable Delivery Year, or (b) one hundred twenty (120) days prior to the 
commencement of the offer period for the applicable Incremental Auction, 
either (a) notify the Office of the Interconnection and the Market Monitoring 
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Auction, either (a) notify the Office of the Interconnection and the Market 
Monitoring Unit in writing that it is withdrawing its preliminary exception 
request and explaining the changes to its analysis of whether to retire 
such resource that support its decision to withdraw, or (b) demonstrate 
that it has met the requirements specified under Paragraph A above. By 
no later than five (5) business days after receipt of such notification, the 
Office of the Interconnection will post on its website a revised summary of 
the number of megawatts of Generation Capacity Resources for which it 
has received requests for exceptions to the RPM must-offer requirement 
for the reason specified in Paragraph A above, on an aggregate basis by 
Zone and Locational Deliverability Area that comprises a subset of a 
Zone, as specified in the PJM Manuals. 
 

Unit in writing that it is withdrawing its preliminary exception request and 
explaining the changes to its analysis of whether to retire such resource that 
support its decision to withdraw, or (b) demonstrate that it has met the 
requirements specified under Paragraph A above. By no later than five (5) 
Bbusiness Ddays after receipt of such notification, the Office of the 
Interconnection will post on its website a revised summary of the number of 
megawatts of Generation Capacity Resources for which it has received 
requests for exceptions to the RPM must-offer requirement for the reason 
specified in Paragraph A above, on an aggregate basis by Zone and 
Locational Deliverability Area that comprises a subset of a Zone, as specified 
in the PJM Manuals. 
 

100.  Tariff,  Att. DD, §6.7 (Data 
Submission) 
 
 

… Nothing herein precludes the Market Monitoring Unit from requesting 
additional information from any potential auction participant as deemed 
necessary by the Market Monitoring Unit, including, without limitation, 
additional cost data on resources in a class that is not otherwise expected 
to include the marginal price setting resource as outlined in section II.G of 
Attachment M-Appendix. Any Sell Offer submitted in any auction that is 
inconsistent with any agreement or commitment made pursuant to this 
subsection shall be rejected, and the Capacity Market Seller shall be 
required to resubmit a Sell Offer that complies with such agreement or 
commitment within one (1) business day of the Office of the 
Interconnection’s rejection of such Sell Offer. If the Capacity Market 
Seller does not timely resubmit its Sell Offer, fails to request a unit-
specific Avoidable Cost Rate by the specified deadline, or if the Office of 
the Interconnection determines that the information provided by the 
Capacity Market Seller in support of the requested unit specific Avoidable 
Cost Rate or Sell Offer is incomplete, the Capacity Market Seller shall be 
deemed to have submitted a Sell Offer that complies with the 
commitments made under this subsection, with a default offer for the 
applicable class of resource or nearest comparable class of resource 

… Nothing herein precludes the Market Monitoring Unit from requesting 
additional information from any potential auction participant as deemed 
necessary by the Market Monitoring Unit, including, without limitation, 
additional cost data on resources in a class that is not otherwise expected to 
include the marginal price setting resource as outlined in section II.G of 
Attachment M-Appendix. Any Sell Offer submitted in any auction that is 
inconsistent with any agreement or commitment made pursuant to this 
subsection shall be rejected, and the Capacity Market Seller shall be required 
to resubmit a Sell Offer that complies with such agreement or commitment 
within one (1) Bbusiness Dday of the Office of the Interconnection’s rejection 
of such Sell Offer. If the Capacity Market Seller does not timely resubmit its 
Sell Offer, fails to request a unit-specific Avoidable Cost Rate by the specified 
deadline, or if the Office of the Interconnection determines that the information 
provided by the Capacity Market Seller in support of the requested unit 
specific Avoidable Cost Rate or Sell Offer is incomplete, the Capacity Market 
Seller shall be deemed to have submitted a Sell Offer that complies with the 
commitments made under this subsection, with a default offer for the 
applicable class of resource or nearest comparable class of resource 
determined under this subsection (c)(ii). The obligation imposed under section 
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determined under this subsection (c)(ii). The obligation imposed under 
section 6.6(a) shall not be satisfied unless and until the Capacity Market 
Seller submits (or is deemed to have submitted) a Sell Offer that 
conforms to its commitments made pursuant to this subsection or subject 
to the procedures set forth in section 6.4 and section II.H of Attachment M 
– Appendix. … 
 

6.6(a) shall not be satisfied unless and until the Capacity Market Seller 
submits (or is deemed to have submitted) a Sell Offer that conforms to its 
commitments made pursuant to this subsection or subject to the procedures 
set forth in section 6.4 and section II.H of Attachment M – Appendix. … 
 

101.  Tariff,  Att. DD-1, §A 
(Procedures For Demand 
Resources And Energy 
Efficiency) 
 

2. (b)  The Office of the Interconnection may request data and 
documentation from the Curtailment Service Provider and such 
Curtailment Service Provider shall provide to the Office of the 
Interconnection within three (3) business days of a request therefor, a 
copy of all of the data and documentation supporting the exception 
request. Failure to provide a timely response to such  request shall cause 
the exception to terminate the following Operating Day.  
 
At its sole option and discretion, the Office of the Interconnection may 
review the data and documentation provided by the Curtailment Service 
Provider to determine if the Demand Resource has met one or more of 
the criteria above. The Office of the Interconnection will notify the 
Curtailment Service Provider in writing of its determination by no later 
than ten (10) business days after receipt of the data and documentation.  
 
The Curtailment Service Provider shall provide written notification to the 
Office of the Interconnection of a material change to the facts that 
supported its exception request within three (3) business days of 
becoming aware of such material change in facts, and, if the Office of 
Interconnection determines that the physical limitation criteria above are 
no longer being met, the Demand Resource shall be subject to the default 
notification period of 30 minutes immediately upon such determination. 
 
5. A Curtailment Service Provider intending to offer for sale or designate 
for self-supply, a Demand Resource in any RPM Auction, or intending to 

2. (b)  The Office of the Interconnection may request data and documentation 
from the Curtailment Service Provider and such Curtailment Service Provider 
shall provide to the Office of the Interconnection within three (3) Bbusiness 
Ddays of a request therefor, a copy of all of the data and documentation 
supporting the exception request. Failure to provide a timely response to such  
request shall cause the exception to terminate the following Operating Day.  
 
At its sole option and discretion, the Office of the Interconnection may review 
the data and documentation provided by the Curtailment Service Provider to 
determine if the Demand Resource has met one or more of the criteria above. 
The Office of the Interconnection will notify the Curtailment Service Provider in 
writing of its determination by no later than ten (10) Bbusiness Ddays after 
receipt of the data and documentation.  
 
The Curtailment Service Provider shall provide written notification to the Office 
of the Interconnection of a material change to the facts that supported its 
exception request within three (3) Bbusiness Ddays of becoming aware of 
such material change in facts, and, if the Office of Interconnection determines 
that the physical limitation criteria above are no longer being met, the Demand 
Resource shall be subject to the default notification period of 30 minutes 
immediately upon such determination. 
 
5. A Curtailment Service Provider intending to offer for sale or designate for 
self-supply, a Demand Resource in any RPM Auction, or intending to include 
a Demand Resource in any FRR Capacity Plan must demonstrate, to PJM’s 
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include a Demand Resource in any FRR Capacity Plan must 
demonstrate, to PJM’s satisfaction, that such resource shall have the 
capability to provide a reduction in demand, or otherwise control load, on 
or before the start of the Delivery Year for which such resource is 
committed. As part of such demonstration, each such Curtailment Service 
Provider shall submit a Demand Resource Sell Offer Plan in accordance 
with the standards and procedures set forth in section A-1 of Schedule 6, 
Schedule 8.1 (as to FRR Capacity Plans) and the PJM Manuals, no later 
than 15 business days prior to, as applicable, the RPM Auction in which 
such resource is to be offered, or the deadline for submission of the FRR 
Capacity Plan in which such resource is to be included. PJM may verify 
the Curtailment Service Provider’s adherence to the Demand Resource 
Sell Offer Plan at any time. A Curtailment Service Provider with a PJM-
approved Demand Resource Sell Offer Plan will be permitted to offer up 
to the approved Demand Resource quantity into the subject RPM Auction 
or include such resource in its FRR Capacity Plan. 
 

satisfaction, that such resource shall have the capability to provide a reduction 
in demand, or otherwise control load, on or before the start of the Delivery 
Year for which such resource is committed. As part of such demonstration, 
each such Curtailment Service Provider shall submit a Demand Resource Sell 
Offer Plan in accordance with the standards and procedures set forth in 
section A-1 of Schedule 6, Schedule 8.1 (as to FRR Capacity Plans) and the 
PJM Manuals, no later than 15 Bbusiness Ddays prior to, as applicable, the 
RPM Auction in which such resource is to be offered, or the deadline for 
submission of the FRR Capacity Plan in which such resource is to be 
included. PJM may verify the Curtailment Service Provider’s adherence to the 
Demand Resource Sell Offer Plan at any time. A Curtailment Service Provider 
with a PJM-approved Demand Resource Sell Offer Plan will be permitted to 
offer up to the approved Demand Resource quantity into the subject RPM 
Auction or include such resource in its FRR Capacity Plan. 
 

102.  Tariff,  Att. DD-1, §A-1 
(Procedures For Demand 
Resources And Energy 
Efficiency) 
 

A-1. 3. Procedures. No later than December 1 prior to the Base Residual 
Auction for a Delivery Year, PJM shall post to the PJM website a list of 
Zones and sub-Zones, if any, for which end-use customer site-specific 
information shall be required under the conditions specified in subsection 
A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery 
Year. Once so identified, a Zone or sub-Zone shall remain on the list for 
future Delivery Years until the threshold determined under subsection A-
1(1)(c)(iv) above is not exceeded for three consecutive Delivery Years. 
No later than 15 business days prior to the RPM Auction in which a 
Demand Resource Provider intends to offer a Demand Resource, the 
Demand Resource Provider shall submit to PJM a completed Demand 
Resource Sell Offer Plan template and a Demand Resource Officer 
Certification Form signed by a duly authorized officer of the Provider. 
PJM will review all submitted DR Sell Offer Plans. No later than 10 
business days prior to the subject RPM Auction, PJM shall notify any 

A-1. 3. Procedures. No later than December 1 prior to the Base Residual 
Auction for a Delivery Year, PJM shall post to the PJM website a list of Zones 
and sub-Zones, if any, for which end-use customer site-specific information 
shall be required under the conditions specified in subsection A-1(1)(c)(iv) 
above for all RPM Auctions conducted for such Delivery Year. Once so 
identified, a Zone or sub-Zone shall remain on the list for future Delivery Years 
until the threshold determined under subsection A-1(1)(c)(iv) above is not 
exceeded for three consecutive Delivery Years. No later than 15 Bbusiness 
Ddays prior to the RPM Auction in which a Demand Resource Provider 
intends to offer a Demand Resource, the Demand Resource Provider shall 
submit to PJM a completed Demand Resource Sell Offer Plan template and a 
Demand Resource Officer Certification Form signed by a duly authorized 
officer of the Provider. PJM will review all submitted DR Sell Offer Plans. No 
later than 10 Bbusiness Ddays prior to the subject RPM Auction, PJM shall 
notify any Demand Resource Providers that have identified the same end-use 
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Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same 
Delivery Year. In such event, the MWs associated with such site(s) will 
not be approved for inclusion in a Sell Offer in an RPM Auction by any of 
the Demand Resource Providers, unless a Demand Resource Provider 
provides a letter of support from the end-use customer indicating that it is 
likely to execute a contract with that Demand Resource Provider for the 
relevant Delivery Year, or provides other comparable evidence of likely 
commitment. Such letter of support or other supporting evidence must be 
provided to PJM no later than 7 business days prior to the subject RPM 
Auction. If an end-use customer provides letters of support for the same 
site for the same Delivery Year to multiple Demand Resource Providers, 
the MWs associated with such end-use customer site shall not be 
approved as a Demand Resource for any of the Demand Resource 
Providers. No later than 5 business days prior to the subject RPM 
Auction, PJM will notify each Demand Resource Provider of the approved 
Demand Resource quantity, by Zone/sub-Zone, that such Demand 
Resource Provider is permitted to offer into such RPM Auction. 
 

customer site(s) in their respective DR Sell Offer Plans for the same Delivery 
Year. In such event, the MWs associated with such site(s) will not be 
approved for inclusion in a Sell Offer in an RPM Auction by any of the 
Demand Resource Providers, unless a Demand Resource Provider provides a 
letter of support from the end-use customer indicating that it is likely to 
execute a contract with that Demand Resource Provider for the relevant 
Delivery Year, or provides other comparable evidence of likely commitment. 
Such letter of support or other supporting evidence must be provided to PJM 
no later than 7 Bbusiness Ddays prior to the subject RPM Auction. If an end-
use customer provides letters of support for the same site for the same 
Delivery Year to multiple Demand Resource Providers, the MWs associated 
with such end-use customer site shall not be approved as a Demand 
Resource for any of the Demand Resource Providers. No later than 5 
Bbusiness Ddays prior to the subject RPM Auction, PJM will notify each 
Demand Resource Provider of the approved Demand Resource quantity, by 
Zone/sub-Zone, that such Demand Resource Provider is permitted to offer 
into such RPM Auction. 
 

103.  Tariff,  Att. GG, Appendix 
III, §6.2.3 (Additional 
Conditions Regarding 
Network Facilities) 

To the extent that the New Service Customer utilizes the Option to Build 
for design, procurement, construction and/or installation of (a) any 
Merchant Network Upgrades, (b) Local Upgrades or Network Upgrades to 
Transmission System facilities that are in existence or under construction 
by or on behalf of the Transmission Owner on the date that the New 
Service Customer solicits bids under Section 6.2.7 below, or (c) Direct 
Assignment Facilities or Customer-Funded Upgrades that are to be 
located on land or in right-of-way owned or controlled by the 
Transmission Owner, and in addition to the other terms and conditions 
applicable to the design, procurement, construction and/or installation of 
facilities under this Appendix III, all work shall comply with the following 
further conditions: 
 

To the extent that the New Service Customer utilizes the Option to Build for 
design, procurement, construction and/or installation of (a) any Merchant 
Network Upgrades, (b) Local Upgrades or Network Upgrades to Transmission 
System facilities that are in existence or under construction by or on behalf of 
the Transmission Owner on the date that the New Service Customer solicits 
bids under Section 6.2.7 below, or (c) Direct Assignment Facilities or 
Customer-Funded Upgrades that are to be located on land or in right-of-way 
owned or controlled by the Transmission Owner, and in addition to the other 
terms and conditions applicable to the design, procurement, construction 
and/or installation of facilities under this Appendix III, all work shall comply 
with the following further conditions: 
 
. . .  
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. . .  
 
(iv) The New Service Customer and its contractors, employees and 
agents shall comply with the Transmission Owner’s safety, security and 
work rules, environmental guidelines and training requirements applicable 
to the area(s) where construction activity is occurring and shall provide all 
reasonably required documentation to the Transmission Owner, provided 
that the Transmission Owner previously has provided its safety, security 
and work rules and training requirements applicable to work on its 
facilities to Transmission Provider and the New Service Customer within 
20 business days after a request therefore made by New Service 
Customer following its receipt of the Facilities Study; . . . 
 

  
(iv) The New Service Customer and its contractors, employees and agents 
shall comply with the Transmission Owner’s safety, security and work rules, 
environmental guidelines and training requirements applicable to the area(s) 
where construction activity is occurring and shall provide all reasonably 
required documentation to the Transmission Owner, provided that the 
Transmission Owner previously has provided its safety, security and work 
rules and training requirements applicable to work on its facilities to 
Transmission Provider and the New Service Customer within 20 Bbusiness 
Ddays after a request therefore made by New Service Customer following its 
receipt of the Facilities Study; . . . 

104.  Operating Agreement, 
§14B.1 (Billing Procedure) 

PJMSettlement shall issue bills and billing statements pursuant to the 
provisions in this section 14B on behalf of itself and as agent for the 
Office of the Interconnection, as applicable. Payment of bills pursuant to 
this section 14B shall be made for the benefit of PJMSettlement and the 
Office of the Interconnection, as applicable.  
 
(a) Monthly Bills. By the fifth business day of each month, PJM 
Settlement, in its own name and as agent for the Office of the 
Interconnection, as applicable, shall issue a bill to Members and other 
entities for monthly activity and detailing the charges and credits for all 
services furnished under this Agreement, the PJM Tariff and any service 
or rate schedule during the preceding month (“billing month”), excluding 
amounts billed pursuant to weekly bills for activity during the preceding 
month. 
 

PJMSettlement shall issue bills and billing statements pursuant to the 
provisions in this section 14B on behalf of itself and as agent for the Office of 
the Interconnection, as applicable. Payment of bills pursuant to this section 
14B shall be made for the benefit of PJMSettlement and the Office of the 
Interconnection, as applicable.  
 
(a) Monthly Bills. By the fifth Bbusiness Dday of each month, PJM Settlement, 
in its own name and as agent for the Office of the Interconnection, as 
applicable, shall issue a bill to Members and other entities for monthly activity 
and detailing the charges and credits for all services furnished under this 
Agreement, the PJM Tariff and any service or rate schedule during the 
preceding month (“billing month”), excluding amounts billed pursuant to 
weekly bills for activity during the preceding month.  
 

105.  Operating Agreement, 
§14B.2 (Payments) 
 

(a) Monthly Bills. Net amounts due to PJMSettlement, in its own name or 
as agent for the LLC, as applicable, pursuant to a monthly bill shall be 
due and payable by the Member or other entity no  
later than noon Eastern Prevailing Time on the due date of the first 

(a) Monthly Bills. Net amounts due to PJMSettlement, in its own name or as 
agent for the LLC, as applicable, pursuant to a monthly bill shall be due and 
payable by the Member or other entity no  
later than noon Eastern Prevailing Time on the due date of the first weekly bill 
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weekly bill issued for activity in the month that the monthly bill is issued. It 
is possible, due to the timing of holidays, that the billing and payment 
cycle for monthly bills stated here would call for payment of a monthly bill 
on a Friday that occurs less than three business days after the issuance 
of the bill by PJM. Where this occurs, the payment period of the monthly 
bill will be extended such that payment will be due when payment for the 
second weekly bill is due. 
 
(b) Weekly Bills. Net amounts due to PJMSettlement, in its own name or 
as agent for the LLC, as applicable, pursuant to a weekly bill shall be due 
and payable by the Member or other entity no later than noon Eastern 
Prevailing Time on the third business day following the issuance of the 
weekly bill. Weekly bills issued after 5:00 p.m. Eastern Prevailing Time 
shall be considered to be issued the following business day. 
 
(i) Municipal Electric Systems.  PJM may terminate this payment option at 
any time it determines its excess working capital is no longer sufficient to 
allow further or continued extension financing. In such cases, PJM shall 
attempt to give five business days, but not less than three business days 
notice to the affected municipal electric system, and may call for 
immediate reimbursement of any outstanding amounts owed by the 
municipal electric system. 
 
. . . 
 
(d) Payments by PJMSettlement. Unless delayed by unforeseen events, 
payments made by PJMSettlement, in its own name or as agent for the 
LLC, for amounts due to Members and other entities shall be paid no later 
than 5:00 p.m. Eastern Prevailing Time on the business day following the 
payment due date for net amounts owed to PJMSettlement, in its own 
name or as agent for the LLC, as specified above. 
 

issued for activity in the month that the monthly bill is issued. It is possible, 
due to the timing of holidays, that the billing and payment cycle for monthly 
bills stated here would call for payment of a monthly bill on a Friday that 
occurs less than three Bbusiness Ddays after the issuance of the bill by PJM. 
Where this occurs, the payment period of the monthly bill will be extended 
such that payment will be due when payment for the second weekly bill is due. 
 
(b) Weekly Bills. Net amounts due to PJMSettlement, in its own name or as 
agent for the LLC, as applicable, pursuant to a weekly bill shall be due and 
payable by the Member or other entity no later than noon Eastern Prevailing 
Time on the third Bbusiness Dday following the issuance of the weekly bill. 
Weekly bills issued after 5:00 p.m. Eastern Prevailing Time shall be 
considered to be issued the following Bbusiness Dday. 
 
(i) Municipal Electric Systems.  PJM may terminate this payment option at any 
time it determines its excess working capital is no longer sufficient to allow 
further or continued extension financing. In such cases, PJM shall attempt to 
give five Bbusiness Ddays, but not less than three Bbusiness Ddays notice to 
the affected municipal electric system, and may call for immediate 
reimbursement of any outstanding amounts owed by the municipal electric 
system. 
 
. . . 
 
(d) Payments by PJMSettlement. Unless delayed by unforeseen events, 
payments made by PJMSettlement, in its own name or as agent for the LLC, 
for amounts due to Members and other entities shall be paid no later than 
5:00 p.m. Eastern Prevailing Time on the Bbusiness Dday following the 
payment due date for net amounts owed to PJMSettlement, in its own name 
or as agent for the LLC, as specified above. 
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106.  Operating Agreement, 
§15.1.5 (Default 
Notification and Remedy) 

If a Member has not remedied a breach by the 2nd business day 
following receipt of the Office of the Interconnection’s notice, or receipt of 
the PJM Board’s decision on review, if applicable, then the Member shall 
be in default and, in addition to such other remedies as may be available 
to the LLC or PJMSettlement: 
 
i) A defaulting Market Participant shall be precluded from buying or selling 
in the PJM Interchange Energy Market, the PJM Capacity Credit Market, 
or any other market operated by PJM until the default is remedied as set 
forth above; 
 
ii) A defaulting Member shall not be entitled to participate in the activities 
of any committee or other body established by the Members Committee 
or the Office of the Interconnection; and 
 
iii) A defaulting Member shall not be entitled to vote on the Members 
Committee or any other committee or other body established pursuant to 
this Agreement. 
 
iv) PJM shall notify all other members of the default. 
 

If a Member has not remedied a breach by the 2nd Bbusiness Dday following 
receipt of the Office of the Interconnection’s notice, or receipt of the PJM 
Board’s decision on review, if applicable, then the Member shall be in default 
and, in addition to such other remedies as may be available to the LLC or 
PJMSettlement: 
 
i) A defaulting Market Participant shall be precluded from buying or selling in 
the PJM Interchange Energy Market, the PJM Capacity Credit Market, or any 
other market operated by PJM until the default is remedied as set forth above; 
 
ii) A defaulting Member shall not be entitled to participate in the activities of 
any committee or other body established by the Members Committee or the 
Office of the Interconnection; and 
 
iii) A defaulting Member shall not be entitled to vote on the Members 
Committee or any other committee or other body established pursuant to this 
Agreement. 
 
iv) PJM shall notify all other members of the default. 
 

107.  Operating Agreement, 
§18.17.1 (Party Access) 
 

(b) Except as may be provided in this Agreement or in the PJM Open 
Access Transmission Tariff, the Office of the Interconnection shall not 
disclose to its Members or to third parties, any documents, data, or other 
information of a Member or entity applying for Membership, to the extent 
such documents, data, or other information has been designated 
confidential pursuant to the procedures adopted by the Office of the 
Interconnection or by such Member or entity applying for membership; 
provided that nothing contained herein shall prohibit the Office of the 
Interconnection from providing any such confidential information to its 
agents, representatives, or contractors to the extent that such person or 
entity is bound by an obligation to maintain such confidentiality; provided 

(b) Except as may be provided in this Agreement or in the PJM Open Access 
Transmission Tariff, the Office of the Interconnection shall not disclose to its 
Members or to third parties, any documents, data, or other information of a 
Member or entity applying for Membership, to the extent such documents, 
data, or other information has been designated confidential pursuant to the 
procedures adopted by the Office of the Interconnection or by such Member 
or entity applying for membership; provided that nothing contained herein 
shall prohibit the Office of the Interconnection from providing any such 
confidential information to its agents, representatives, or contractors to the 
extent that such person or entity is bound by an obligation to maintain such 
confidentiality; provided further that nothing contained herein shall prohibit the 
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further that nothing contained herein shall prohibit the Office of the 
Interconnection from providing Member confidential information to the 
NERC, any Applicable Regional Entity, or to any reliability coordinator, to 
the extent that (i) the Office of the Interconnection determines in its 
reasonable discretion that the exchange of such information is required to 
enhance and/or maintain reliability within the Members’ Applicable 
Regional Entities and their neighboring Regional Entities, or within the 
region of any reliability coordinator, (ii) such entity is bound by a written 
agreement to maintain such confidentiality, and (iii) the Office of the 
Interconnection has notified the affected party of its intention to release 
such information no less than five business days prior to the release. The 
Office of the Interconnection, its designated agents, representatives, and 
contractors shall maintain as 
confidential the electronic tag (“e-Tag”) data of an e-Tag Author or 
Balancing Authority (defined as those terms are used in FERC Order No. 
771) to the same extent as Member data under this Section 18.17. 
Nothing contained herein shall prohibit the Office of the Interconnection or 
its designated agents, representatives, or contractors from providing to 
another Regional Transmission Organization (“RTO”) or Independent 
System Operator (“ISO”), upon their request, the e-Tags of an e-Tag 
Author or Balancing Authority for intra-PJM Region transactions and 
interchange transactions scheduled to flow into, out of or through the PJM 
Region, to the extent such RTO or ISO has requested such information 
as part of its investigation of possible market violations or market design 
flaws, and to the extent that such RTO or ISO is bound by a tariff 
provision requiring that the e-Tag data be maintained as confidential or, in 
the absence of a tariff requirement governing confidentiality, a written 
agreement with the Office of the Interconnection consistent with FERC 
Order No. 771 and any clarifying orders and implementing regulations. 
The Office of the Interconnection shall collect and use confidential 
information only in connection with its authority under this Agreement and 
the Open Access Transmission Tariff and the retention of such 

Office of the Interconnection from providing Member confidential information 
to the NERC, any Applicable Regional Entity, or to any reliability coordinator, 
to the extent that (i) the Office of the Interconnection determines in its 
reasonable discretion that the exchange of such information is required to 
enhance and/or maintain reliability within the Members’ Applicable Regional 
Entities and their neighboring Regional Entities, or within the region of any 
reliability coordinator, (ii) such entity is bound by a written agreement to 
maintain such confidentiality, and (iii) the Office of the Interconnection has 
notified the affected party of its intention to release such information no less 
than five Bbusiness Ddays prior to the release. The Office of the 
Interconnection, its designated agents, representatives, and contractors shall 
maintain as confidential the electronic tag (“e-Tag”) data of an e-Tag Author or 
Balancing Authority (defined as those terms are used in FERC Order No. 771) 
to the same extent as Member data under this Section 18.17. Nothing 
contained herein shall prohibit the Office of the Interconnection or its 
designated agents, representatives, or contractors from providing to another 
Regional Transmission Organization (“RTO”) or Independent System 
Operator (“ISO”), upon their request, the e-Tags of an e-Tag Author or 
Balancing Authority for intra-PJM Region transactions and interchange 
transactions scheduled to flow into, out of or through the PJM Region, to the 
extent such RTO or ISO has requested such information as part of its 
investigation of possible market violations or market design flaws, and to the 
extent that such RTO or ISO is bound by a tariff provision requiring that the e-
Tag data be maintained as confidential or, in the absence of a tariff 
requirement governing confidentiality, a written agreement with the Office of 
the Interconnection consistent with FERC Order No. 771 and any clarifying 
orders and implementing regulations. The Office of the Interconnection shall 
collect and use confidential information only in connection with its authority 
under this Agreement and the Open Access Transmission Tariff and the 
retention of such information shall be in accordance with the Office of the 
Interconnection’s data retention policies. 
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information shall be in accordance with the Office of the Interconnection’s 
data retention policies. 
 

108.  Operating Agreement, 
§18.17.4 (Disclosure to 
Authorized Commissions) 
 

(b) The Office of the Interconnection may, in the course of discussions 
with an Authorized Person, orally disclose information otherwise required 
to be maintained in confidence, without the need for a prior Information 
Request. Such oral disclosures shall provide enough information to 
enable the Authorized Person or the Authorized Commission with which 
that Authorized Person is associated to determine whether additional 
Information Requests are appropriate. The Office of the Interconnection 
will not make any written or electronic disclosures of confidential 
information to the Authorized Person pursuant to this Section 18.17.4(b). 
In any such discussions, the Office of the Interconnection shall ensure 
that the individual or individuals receiving such confidential information 
are Authorized Persons as defined herein, orally designate confidential 
information that is disclosed, and refrain from identifying any specific 
Affected Member whose information is disclosed. The Office of the 
Interconnection shall also be authorized to assist Authorized Persons in 
interpreting confidential information that is disclosed. The Office of the 
Interconnection shall provide any Affected Member with oral notice of any 
oral disclosure immediately, but not later than one (1) business day after 
the oral disclosure. Such oral notice to the Affected Member shall include 
the substance of the oral disclosure, but shall not reveal any confidential 
information of any other Member and must be received by the Affected 
Member before the name of the Affected Member is released to the 
Authorized Person; provided however, disclosure of the identity of the 
Affected Party must be made to the Authorized Commission with which 
the Authorized Person is associated within two (2) business days of the 
initial oral disclosure. 
 
(c) As regards Information Requests: 
 

(b) The Office of the Interconnection may, in the course of discussions with an 
Authorized Person, orally disclose information otherwise required to be 
maintained in confidence, without the need for a prior Information Request. 
Such oral disclosures shall provide enough information to enable the 
Authorized Person or the Authorized Commission with which that Authorized 
Person is associated to determine whether additional Information Requests 
are appropriate. The Office of the Interconnection will not make any written or 
electronic disclosures of confidential information to the Authorized Person 
pursuant to this Section 18.17.4(b). In any such discussions, the Office of the 
Interconnection shall ensure that the individual or individuals receiving such 
confidential information are Authorized Persons as defined herein, orally 
designate confidential information that is disclosed, and refrain from 
identifying any specific Affected Member whose information is disclosed. The 
Office of the Interconnection shall also be authorized to assist Authorized 
Persons in interpreting confidential information that is disclosed. The Office of 
the Interconnection shall provide any Affected Member with oral notice of any 
oral disclosure immediately, but not later than one (1) Bbusiness Dday after 
the oral disclosure. Such oral notice to the Affected Member shall include the 
substance of the oral disclosure, but shall not reveal any confidential 
information of any other Member and must be received by the Affected 
Member before the name of the Affected Member is released to the 
Authorized Person; provided however, disclosure of the identity of the 
Affected Party must be made to the Authorized Commission with which the 
Authorized Person is associated within two (2) Bbusiness Ddays of the initial 
oral disclosure. 
 
(c) As regards Information Requests: 
 
(i) Information Requests to the Office of the Interconnection and/or PJM 
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(i) Information Requests to the Office of the Interconnection and/or PJM 
Market Monitor by an Authorized Commission shall be in writing, which 
shall include electronic communications, addressed to the Office of the 
Interconnection, and shall: (a) describe the information sought in 
sufficient detail to allow a response to the Information Request; (b) 
provide a general description of the purpose of the Information Request; 
(c) state the time period for which confidential information is requested; 
and (d) reaffirm that only Authorized Persons shall have access to the 
confidential information requested. The Office of the Interconnection shall 
provide an Affected Member with written notice, which shall include 
electronic communication, of an Information Request by an Authorized 
Commission as soon as possible, but not later than two (2) business days 
after the receipt of the Information Request. 
 
(ii) Subject to the provisions of section (c)(iii), the Office of the 
Interconnection shall supply confidential information to the Authorized 
Commission in response to any Information Request within five (5) 
business days of the receipt of the Information Request, to the extent that 
the requested confidential information can be made available within such 
period; provided however, that in no event shall confidential information 
be released prior to the end of the fourth (4th) business day without the 
express consent of the Affected Member. To the extent that the Office of 
the Interconnection cannot reasonably prepare and deliver the requested 
confidential information within such five (5) day period, it shall, within 
such period, provide the Authorized Commission with a written schedule 
for the provision of such remaining confidential information. Upon 
providing confidential information to the Authorized Commission, the 
Office of the Interconnection shall either provide a copy of the confidential 
information to the Affected Member(s), or provide a listing of the 
confidential information disclosed; provided, however, that the Office of 
the Interconnection shall not reveal any Member’s confidential information 
to any other Member. 

Market Monitor by an Authorized Commission shall be in writing, which shall 
include electronic communications, addressed to the Office of the 
Interconnection, and shall: (a) describe the information sought in sufficient 
detail to allow a response to the Information Request; (b) provide a general 
description of the purpose of the Information Request; (c) state the time period 
for which confidential information is requested; and (d) reaffirm that only 
Authorized Persons shall have access to the confidential information 
requested. The Office of the Interconnection shall provide an Affected 
Member with written notice, which shall include electronic communication, of 
an Information Request by an Authorized Commission as soon as possible, 
but not later than two (2) Bbusiness Ddays after the receipt of the Information 
Request. 
 
(ii) Subject to the provisions of section (c)(iii), the Office of the Interconnection 
shall supply confidential information to the Authorized Commission in 
response to any Information Request within five (5) Bbusiness Ddays of the 
receipt of the Information Request, to the extent that the requested 
confidential information can be made available within such period; provided 
however, that in no event shall confidential information be released prior to the 
end of the fourth (4th) Bbusiness Dday without the express consent of the 
Affected Member. To the extent that the Office of the Interconnection cannot 
reasonably prepare and deliver the requested confidential information within 
such five (5) day period, it shall, within such period, provide the Authorized 
Commission with a written schedule for the provision of such remaining 
confidential information. Upon providing confidential information to the 
Authorized Commission, the Office of the Interconnection shall either provide 
a copy of the confidential information to the Affected Member(s), or provide a 
listing of the confidential information disclosed; provided, however, that the 
Office of the Interconnection shall not reveal any Member’s confidential 
information to any other Member. 
 
(iii) Notwithstanding section (c)(ii), above, should the Office of the 
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(iii) Notwithstanding section (c)(ii), above, should the Office of the 
Interconnection or an Affected Member object to an Information Request 
or any portion thereof, any of them may, within four (4) business days 
following the Office of the Interconnection’s receipt of the Information 
Request, request, in writing, a conference with the Authorized 
Commission to resolve differences concerning the scope or timing of the 
Information Request; provided, however, nothing herein shall require the 
Authorized Commission to participate in any conference. Any party to the 
conference may seek assistance from FERC staff in resolution of the 
dispute or terminate the conference process at any time. Should such 
conference be refused or terminated by any participant or should such 
conference not resolve the dispute, then the Office of the Interconnection 
or the Affected Member may file a complaint with the Commission 
pursuant to Rule 206 objecting to the Information Request within ten (10) 
business days following receipt of written notice from any conference 
participant terminating such conference. Any complaints filed at FERC 
objecting to a particular Information Request shall be designated by the 
party as a “fast track” complaint and each party shall bear its own costs in 
connection with such FERC proceeding. The grounds for such a 
complaint shall be limited to the following: (a) the Authorized Commission 
is no longer able to preserve the confidentiality of the requested 
information due to changed circumstances relating to the Authorized 
Commission’s ability to protect confidential information arising since the 
filing of or rejection of a protest directed to the Authorized Commission’s 
Certification; (b) complying with the Information Request would be unduly 
burdensome to the complainant, and the complainant has made a good 
faith effort to negotiate limitations in the scope of the requested 
information; or (c) other exceptional circumstances exist such that 
complying with the Information Request would result in harm to the 
complainant. There shall be a presumption that “exceptional 
circumstances,” as used in the prior sentence, does not include 

Interconnection or an Affected Member object to an Information Request or 
any portion thereof, any of them may, within four (4) Bbusiness Ddays 
following the Office of the Interconnection’s receipt of the Information 
Request, request, in writing, a conference with the Authorized Commission to 
resolve differences concerning the scope or timing of the Information Request; 
provided, however, nothing herein shall require the Authorized Commission to 
participate in any conference. Any party to the conference may seek 
assistance from FERC staff in resolution of the dispute or terminate the 
conference process at any time. Should such conference be refused or 
terminated by any participant or should such conference not resolve the 
dispute, then the Office of the Interconnection or the Affected Member may file 
a complaint with the Commission pursuant to Rule 206 objecting to the 
Information Request within ten (10) Bbusiness Ddays following receipt of 
written notice from any conference participant terminating such conference. 
Any complaints filed at FERC objecting to a particular Information Request 
shall be designated by the party as a “fast track” complaint and each party 
shall bear its own costs in connection with such FERC proceeding. The 
grounds for such a complaint shall be limited to the following: (a) the 
Authorized Commission is no longer able to preserve the confidentiality of the 
requested information due to changed circumstances relating to the 
Authorized Commission’s ability to protect confidential information arising 
since the filing of or rejection of a protest directed to the Authorized 
Commission’s Certification; (b) complying with the Information Request would 
be unduly burdensome to the complainant, and the complainant has made a 
good faith effort to negotiate limitations in the scope of the requested 
information; or (c) other exceptional circumstances exist such that complying 
with the Information Request would result in harm to the complainant. There 
shall be a presumption that “exceptional circumstances,” as used in the prior 
sentence, does not include circumstances in which an Authorized 
Commission has requested wholesale market data (or PJM Market Monitor 
workpapers that support or explain conclusions or analyses) generated in the 
ordinary course and scope of the operations of the Office 
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circumstances in which an Authorized Commission has requested 
wholesale market data (or PJM Market Monitor workpapers that support 
or explain conclusions or analyses) generated in the ordinary course and 
scope of the operations of the Office 
of the Interconnection and/or the PJM Market Monitor. There shall be a 
presumption that circumstances in which an Authorized Commission has 
requested personnel files, internal emails and internal company memos, 
analyses and related work product constitute “exceptional circumstances” 
as used in the prior sentence. If no complaint challenging the Information 
Request is filed within the ten (10) day period defined above, the Office of 
the Interconnection shall utilize its best efforts to respond to the 
Information Request promptly. If a complaint is filed, and the Commission 
does not act on that complaint within ninety (90) days, the complaint shall 
be deemed denied and the Office of Interconnection shall use its best 
efforts to respond to the Information Request promptly. 
 
(iv) Any Authorized Commission may initiate appropriate legal action at 
FERC within ten (10) business days following receipt of information 
designated as “Confidential,” challenging such designation. Any 
complaints filed at FERC objecting to the designation of information as 
“Confidential” shall be designated by the party as a “fast track” complaint 
and each party shall bear its own costs in connection with such FERC 
proceeding. The party filing such a complaint shall be required to prove 
that the material disclosed does not merit “Confidential” status because it 
is publicly available from other sources or contains no trade secret or 
other sensitive commercial information (with “publicly available” not being 
deemed to include unauthorized disclosures of otherwise confidential 
data). 
 

of the Interconnection and/or the PJM Market Monitor. There shall be a 
presumption that circumstances in which an Authorized Commission has 
requested personnel files, internal emails and internal company memos, 
analyses and related work product constitute “exceptional circumstances” as 
used in the prior sentence. If no complaint challenging the Information 
Request is filed within the ten (10) day period defined above, the Office of the 
Interconnection shall utilize its best efforts to respond to the Information 
Request promptly. If a complaint is filed, and the Commission does not act on 
that complaint within ninety (90) days, the complaint shall be deemed denied 
and the Office of Interconnection shall use its best efforts to respond to the 
Information Request promptly. 
 
(iv) Any Authorized Commission may initiate appropriate legal action at FERC 
within ten (10) Bbusiness Ddays following receipt of information designated as 
“Confidential,” challenging such designation. Any complaints filed at FERC 
objecting to the designation of information as “Confidential” shall be 
designated by the party as a “fast track” complaint and each party shall bear 
its own costs in connection with such FERC proceeding. The party filing such 
a complaint shall be required to prove that the material disclosed does not 
merit “Confidential” status because it is publicly available from other sources 
or contains no trade secret or other sensitive commercial information (with 
“publicly available” not being deemed to include unauthorized disclosures of 
otherwise confidential data). 
 

109.  Operating Agreement,  
Schedule 5, §4.4 
(Selection of Arbitrator(s)) 

The parties to a dispute for which arbitration has been demanded may 
agree on any person to serve as a single arbitrator, or shall endeavor in 
good faith to agree on a single arbitrator from a list of arbitrators prepared 

The parties to a dispute for which arbitration has been demanded may agree 
on any person to serve as a single arbitrator, or shall endeavor in good faith to 
agree on a single arbitrator from a list of arbitrators prepared for the dispute 
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 for the dispute by the Alternate Dispute Resolution Coordinator and 
delivered to the parties by facsimile or other electronic means promptly 
after receipt by the Alternate Dispute Resolution Coordinator of a demand 
for arbitration. The Alternate Dispute Resolution Coordinator may draw 
from the lists of arbitrators maintained by the established dispute 
resolution committee of an Applicable Regional Entity, as the Alternate 
Dispute Resolution Coordinator deems appropriate. In the event the 
Office of the Interconnection is one of the parties to the dispute, the 
Alternate Dispute Resolution Coordinator shall distribute the names of all 
qualified arbitrators on the Alternate Dispute Resolution Coordinator’s list. 
If the parties are unable to agree on a single arbitrator by the fourteenth 
day following delivery of the foregoing list of arbitrators or such other date 
as agreed to by the parties, then not later than the end of the seventh 
business day thereafter the party or parties demanding arbitration on the 
one hand, and the party or parties responding to the demand for 
arbitration on the other, shall each designate an arbitrator from a list for 
the dispute prepared by the Alternate Dispute Resolution Coordinator. 
The arbitrators so chosen shall then choose a third arbitrator. 
 

by the Alternate Dispute Resolution Coordinator and delivered to the parties 
by facsimile or other electronic means promptly after receipt by the Alternate 
Dispute Resolution Coordinator of a demand for arbitration. The Alternate 
Dispute Resolution Coordinator may draw from the lists of arbitrators 
maintained by the established dispute resolution committee of an Applicable 
Regional Entity, as the Alternate Dispute Resolution Coordinator deems 
appropriate. In the event the Office of the Interconnection is one of the parties 
to the dispute, the Alternate Dispute Resolution Coordinator shall distribute 
the names of all qualified arbitrators on the Alternate Dispute Resolution 
Coordinator’s list. If the parties are unable to agree on a single arbitrator by 
the fourteenth day following delivery of the foregoing list of arbitrators or such 
other date as agreed to by the parties, then not later than the end of the 
seventh Bbusiness Dday thereafter the party or parties demanding arbitration 
on the one hand, and the party or parties responding to the demand for 
arbitration on the other, shall each designate an arbitrator from a list for the 
dispute prepared by the Alternate Dispute Resolution Coordinator. The 
arbitrators so chosen shall then choose a third arbitrator. 
 

110.  Operating Agreement,  
Schedule 6, §1.5.8 
(Development of Long-
lead Projects, Short-term 
Projects, Immediate-need 
Reliability Projects, and 
Economic-based 
Enhancements or 
Expansions) 
 

(c)(3) The Office of the Interconnection may request additional reports or 
information from an existing Transmission Owner or Nonincumbent 
Developers that it determines are reasonably necessary to evaluate its 
specific project proposal pursuant to the criteria set forth in Sections 
1.5.8(e) and 1.5.8(f) of this Schedule 6. If the Office of the Interconnection 
determines any of the information provided in a proposal is deficient or it 
requires additional reports or information to analyze the submitted 
proposal, the Office of the Interconnection shall notify the proposing entity 
of such deficiency or request. Within 10 business days of receipt of the 
notification of deficiency and/or request for additional reports or 
information, or other reasonable time period as determined by the Office 
of the Interconnection, the proposing entity shall provide the necessary 
information. 

(c)(3) The Office of the Interconnection may request additional reports or 
information from an existing Transmission Owner or Nonincumbent 
Developers that it determines are reasonably necessary to evaluate its 
specific project proposal pursuant to the criteria set forth in Sections 1.5.8(e) 
and 1.5.8(f) of this Schedule 6. If the Office of the Interconnection determines 
any of the information provided in a proposal is deficient or it requires 
additional reports or information to analyze the submitted proposal, the Office 
of the Interconnection shall notify the proposing entity of such deficiency or 
request. Within 10 Bbusiness Ddays of receipt of the notification of deficiency 
and/or request for additional reports or information, or other reasonable time 
period as determined by the Office of the Interconnection, the proposing entity 
shall provide the necessary information. 
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(c)(5) Within 30 days of the closing of the proposal window, the Office of 
the Interconnection may notify the proposing entity that additional per 
project fees are required if the Office of the Interconnection determines 
the proposing entity’s submittal includes multiple project proposals. Within 
10 business days of receipt of the notification of insufficient funds by the 
Office of the Interconnection, the proposing entity shall submit such funds 
or notify the Office of the Interconnection which of the project proposals 
the Office of the Interconnection should evaluate based on the fee(s) 
submitted. 
 
(i) Notification of Designated Entity. Within 10 business days of PJM 
Board approval of the Regional Transmission Expansion Plan, the Office 
of the Interconnection shall notify the entities that have been designated 
as the Designated Entities for projects included in the Regional 
Transmission Expansion Plan of such designations. In such notices, the 
Office of the Interconnection shall provide: (i) the needed in-service date 
of the project; and (ii) a date by which all necessary state approvals 
should be obtained to timely meet the needed in-service date of the 
project. The Office of the Interconnection shall use these dates as part of 
its on-going monitoring of the progress of the project to ensure that the 
project is completed by its needed in service date. 
 

(c)(5) Within 30 days of the closing of the proposal window, the Office of the 
Interconnection may notify the proposing entity that additional per project fees 
are required if the Office of the Interconnection determines the proposing 
entity’s submittal includes multiple project proposals. Within 10 Bbusiness 
Ddays of receipt of the notification of insufficient funds by the Office of the 
Interconnection, the proposing entity shall submit such funds or notify the 
Office of the Interconnection which of the project proposals the Office of the 
Interconnection should evaluate based on the fee(s) submitted. 
 
(i) Notification of Designated Entity. Within 10 Bbusiness Ddays of PJM Board 
approval of the Regional Transmission Expansion Plan, the Office of the 
Interconnection shall notify the entities that have been designated as the 
Designated Entities for projects included in the Regional Transmission 
Expansion Plan of such designations. In such notices, the Office of the 
Interconnection shall provide: (i) the needed in-service date of the project; and 
(ii) a date by which all necessary state approvals should be obtained to timely 
meet the needed in-service date of the project. The Office of the 
Interconnection shall use these dates as part of its on-going monitoring of the 
progress of the project to ensure that the project is completed by its needed in 
service date. 
 

111.  Operating Agreement,  
Schedule 10A, §2 
(Requisite Authority) 
 

c. The Authorized Commission will, at all times after the provision of 
Confidential Information to the Authorized Persons, provide PJM with: (i) 
written notice of any changes in any Authorized Person’s qualification as 
an Authorized Person within two (2) business days of such change; (ii) 
written confirmation to any inquiry by PJM regarding the status or 
identification of any specific Authorized Person within two (2) business 
days of such request, and (iii) periodic written updates, no less often than 
semi-annually, containing the names of all Authorized Persons appointed 
by the Authorized Commission. 

c. The Authorized Commission will, at all times after the provision of 
Confidential Information to the Authorized Persons, provide PJM with: (i) 
written notice of any changes in any Authorized Person’s qualification as an 
Authorized Person within two (2) Bbusiness Ddays of such change; (ii) written 
confirmation to any inquiry by PJM regarding the status or identification of any 
specific Authorized Person within two (2) Bbusiness Ddays of such request, 
and (iii) periodic written updates, no less often than semi-annually, containing 
the names of all Authorized Persons appointed by the Authorized 
Commission. 
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112.  Operating Agreement,  

Schedule 11, §1.3(f) 
(Allocation of Costs When 
PJM is the Registered 
Entity) 
 
 

(f) Should Member or Members disagree with PJM regarding PJM’s initial 
apportionment of the fault, the Dispute Resolution Procedures in Section 
5 of the Operating Agreement shall not apply, but the parties’ senior 
management shall first meet in an attempt to informally resolve the issue. 
If the disagreement cannot be resolved informally within ten (10) business 
days (or such other deadline as mutually agreed) then the following 
provisions shall apply: 
 
(i) If an involved Member so elects, an informal non-binding proceeding 
shall be conducted within 30 days before a dispute resolution board 
consisting of officers of two (2) PJM Members who are not parties to the 
dispute and who are selected by a random drawing of names from the 
pool of available PJM Members and one (1) member of the PJM Board of 
Managers. Such dispute resolution board shall decide on the procedures 
to be used for the proceeding. The final recommendation of the dispute 
resolution board shall be made in private session within three (3) 
business days of the termination of the proceeding. The recommendation 
of the dispute resolution board shall be made by simple majority vote. 
The dispute resolution board may, but shall not be required to, provide a 
written basis for its recommendation; or 
 
(ii) If an involved Member selects not to participate in the informal 
nonbinding proceeding, then the matter shall be submitted to the FERC 
pursuant to Section 205 of the Federal Power Act. In the FERC 
proceeding, the involved Member shall request that FERC determine how 
the costs associated with the monetary penalty should be allocated.  
However, if there are multiple involved Members, and if any one of them 
desires a proceeding described in Section 1.3(f)(i) above, such 
proceeding shall first be conducted with respect to the Member(s) 
desiring such a proceeding. 
 

(f) Should Member or Members disagree with PJM regarding PJM’s initial 
apportionment of the fault, the Dispute Resolution Procedures in Section 5 of 
the Operating Agreement shall not apply, but the parties’ senior management 
shall first meet in an attempt to informally resolve the issue. If the 
disagreement cannot be resolved informally within ten (10) Bbusiness Ddays 
(or such other deadline as mutually agreed) then the following provisions shall 
apply: 
 
(i) If an involved Member so elects, an informal non-binding proceeding shall 
be conducted within 30 days before a dispute resolution board consisting of 
officers of two (2) PJM Members who are not parties to the dispute and who 
are selected by a random drawing of names from the pool of available PJM 
Members and one (1) member of the PJM Board of Managers. Such dispute 
resolution board shall decide on the procedures to be used for the proceeding. 
The final recommendation of the dispute resolution board shall be made in 
private session within three (3) Bbusiness Ddays of the termination of the 
proceeding. The recommendation of the dispute resolution board shall be 
made by simple majority vote. The dispute resolution board may, but shall not 
be required to, provide a written basis for its recommendation; or 
 
(ii) If an involved Member selects not to participate in the informal nonbinding 
proceeding, then the matter shall be submitted to the FERC pursuant to 
Section 205 of the Federal Power Act. In the FERC proceeding, the involved 
Member shall request that FERC determine how the costs associated with the 
monetary penalty should be allocated.  However, if there are multiple involved 
Members, and if any one of them desires a proceeding described in Section 
1.3(f)(i) above, such proceeding shall first be conducted with respect to the 
Member(s) desiring such a proceeding. 
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113.  Operating Agreement,  
Schedule 11, §1.4 
(Allocation of Costs When 
a PJM Member is the 
Registered Entity) 
 
 

(f) Should PJM disagree with the Member regarding the Member’s initial 
apportionment of the fault, the Dispute Resolution Procedures in 
Schedule 5 of the Operating Agreement shall not apply, but the parties’ 
senior management shall first meet in an attempt to informally resolve the 
issue. If the disagreement cannot be resolved informally within ten (10) 
business days (or other such deadline as mutually agreed) then the 
following provisions shall apply: 
 
i. If PJM so elects, an informal non-binding proceeding shall be 
conducted within 30 days before a dispute resolution board consisting of 
officers of two (2) PJM Members who are not parties to the dispute and 
who are selected by a random drawing of names from the pool of 
available PJM Members and one (1) member of the PJM Board of 
Managers. Such dispute resolution board shall decide on the procedures 
to be used for the proceeding. The final recommendation of the dispute 
resolution board shall be made in private session within three (3) 
business days of the termination of the proceeding. The recommendation 
of the dispute resolution board shall be made by simple majority vote. 
The dispute resolution board may, but shall not be required to, provide a 
written basis for its recommendation; or 
 
ii. If PJM selects not to participate in the informal non-binding proceeding, 
the matter shall be submitted to the FERC pursuant to Section 205 of the 
Federal Power Act. In the FERC proceeding, PJM shall request that the 
FERC determine how the costs associated with the monetary penalty 
should be assigned. 
 

(f) Should PJM disagree with the Member regarding the Member’s initial 
apportionment of the fault, the Dispute Resolution Procedures in Schedule 5 
of the Operating Agreement shall not apply, but the parties’ senior 
management shall first meet in an attempt to informally resolve the issue. If 
the disagreement cannot be resolved informally within ten (10) Bbusiness 
Ddays (or other such deadline as mutually agreed) then the following 
provisions shall apply: 
 
i. If PJM so elects, an informal non-binding proceeding shall be conducted 
within 30 days before a dispute resolution board consisting of officers of two 
(2) PJM Members who are not parties to the dispute and who are selected by 
a random drawing of names from the pool of available PJM Members and one 
(1) member of the PJM Board of Managers. Such dispute resolution board 
shall decide on the procedures to be used for the proceeding. The final 
recommendation of the dispute resolution board shall be made in private 
session within three (3) Bbusiness Ddays of the termination of the proceeding. 
The recommendation of the dispute resolution board shall be made by simple 
majority vote. The dispute resolution board may, but shall not be required to, 
provide a written basis for its recommendation; or 
 
ii. If PJM selects not to participate in the informal non-binding proceeding, the 
matter shall be submitted to the FERC pursuant to Section 205 of the Federal 
Power Act. In the FERC proceeding, PJM shall request that the FERC 
determine how the costs associated with the monetary penalty should be 
assigned. 
 

114.  RAA, Article 1 
(Definitions) 
 

Capacity Import Limit:  Capacity Import Limit shall mean, (a) for the PJM 
Region, (1) the maximum megawatt quantity of external Generation 
Capacity Resources that PJM determines for each Delivery Year, through 
appropriate modeling and the application of engineering judgment, the 
transmission system can receive, in aggregate at the interface of the PJM 

Capacity Import Limit:  Capacity Import Limit shall mean, (a) for the PJM 
Region, (1) the maximum megawatt quantity of external Generation Capacity 
Resources that PJM determines for each Delivery Year, through appropriate 
modeling and the application of engineering judgment, the transmission 
system can receive, in aggregate at the interface of the PJM Region with all 
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Region with all external balancing authority areas and deliver to load in 
the PJM Region under capacity emergency conditions without violating 
applicable reliability criteria on any bulk electric system facility of 100kV 
or greater, internal or external to the PJM Region, that has an electrically 
significant response to transfers on such interface, minus (2) the then-
applicable Capacity Benefit Margin; and (b) for certain source zones 
identified in the PJM manuals as groupings of one or more balancing 
authority areas, (1) the maximum megawatt quantity of external 
Generation Capacity Resources that PJM determines the transmission 
system can receive at the interface of the PJM Region with each such 
source zone and deliver to load in the PJM Region under capacity 
emergency conditions without violating applicable reliability criteria on any 
bulk electric system facility of 100kV or greater, internal or external to the 
PJM Region, that has an electrically significant response to transfers on 
such interface, minus the then-applicable Capacity Benefit Margin times 
(2) the ratio of the maximum import quantity from each such source zone 
divided by the PJM total maximum import quantity. As more fully set forth 
in the PJM Manuals, PJM shall make such determination based on the 
latest peak load forecast for the studied period, the same computer 
simulation model of loads, generation and transmission topography 
employed in the determination of Capacity Emergency Transfer Limit for 
such Delivery Year, including external facilities from an industry standard 
model of the loads, generation, and transmission topography of the 
Eastern Interconnection under peak conditions. PJM shall specify in the 
PJM Manuals the areas and minimum distribution factors for identifying 
monitored bulk electric system facilities that have an electrically 
significant response to such transfers on the PJM interface. Employing 
such tools, PJM shall model increased power transfers from external 
areas into PJM to determine the transfer level at which one or more 
reliability criteria is violated on any monitored bulk electric system 
facilities that have an electrically significant response to such transfers. 
For the PJM Region Capacity Import Limit, PJM shall optimize transfers 

external balancing authority areas and deliver to load in the PJM Region 
under capacity emergency conditions without violating applicable reliability 
criteria on any bulk electric system facility of 100kV or greater, internal or 
external to the PJM Region, that has an electrically significant response to 
transfers on such interface, minus (2) the then-applicable Capacity Benefit 
Margin; and (b) for certain source zones identified in the PJM manuals as 
groupings of one or more balancing authority areas, (1) the maximum 
megawatt quantity of external Generation Capacity Resources that PJM 
determines the transmission system can receive at the interface of the PJM 
Region with each such source zone and deliver to load in the PJM Region 
under capacity emergency conditions without violating applicable reliability 
criteria on any bulk electric system facility of 100kV or greater, internal or 
external to the PJM Region, that has an electrically significant response to 
transfers on such interface, minus the then-applicable Capacity Benefit Margin 
times (2) the ratio of the maximum import quantity from each such source 
zone divided by the PJM total maximum import quantity. As more fully set 
forth in the PJM Manuals, PJM shall make such determination based on the 
latest peak load forecast for the studied period, the same computer simulation 
model of loads, generation and transmission topography employed in the 
determination of Capacity Emergency Transfer Limit for such Delivery Year, 
including external facilities from an industry standard model of the loads, 
generation, and transmission topography of the Eastern Interconnection under 
peak conditions. PJM shall specify in the PJM Manuals the areas and 
minimum distribution factors for identifying monitored bulk electric system 
facilities that have an electrically significant response to such transfers on the 
PJM interface. Employing such tools, PJM shall model increased power 
transfers from external areas into PJM to determine the transfer level at which 
one or more reliability criteria is violated on any monitored bulk electric system 
facilities that have an electrically significant response to such transfers. For 
the PJM Region Capacity Import Limit, PJM shall optimize transfers from 
other source areas not experiencing any reliability criteria violations as 
appropriate to increase the Capacity Import Limit. The aggregate megawatt 
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from other source areas not experiencing any reliability criteria violations 
as appropriate to increase the Capacity Import Limit. The aggregate 
megawatt quantity of transfers into PJM at the point where any increase 
in transfers on the interface would violate reliability criteria will establish 
the Capacity Import Limit. Notwithstanding the foregoing, a Capacity 
Resource located outside the PJM Region shall not be subject to the 
Capacity Import Limit if the Capacity Market Seller seeks an exception 
thereto by demonstrating to PJM, by no later than five (5) business days 
prior to the commencement of the offer period for the relevant RPM 
Auction, that such resource meets all of the following requirements:  . . . 
 

quantity of transfers into PJM at the point where any increase in transfers on 
the interface would violate reliability criteria will establish the  
Capacity Import Limit. Notwithstanding the foregoing, a Capacity Resource 
located outside the PJM Region shall not be subject to the Capacity Import 
Limit if the Capacity Market Seller seeks an exception thereto by 
demonstrating to PJM, by no later than five (5) Bbusiness Ddays prior to the 
commencement of the offer period for the relevant RPM Auction, that such 
resource meets all of the following requirements: . . . 
 

115.  RAA, Schedule 6 
(Procedures For Demand 
Resources And Energy 
Efficiency) 

A. 2. 4) The Demand Resource is comprised of mass market residential 
customers or Small Commercial Customers which collectively cannot be 
notified of a Load Management Event within a 30-minute timeframe due 
to unavoidable communications latency, in which case the requested 
notification time shall be no longer than 120 minutes. 
 
The Office of the Interconnection may request data and documentation 
from the Curtailment Service Provider and such Curtailment Service 
Provider shall provide to the Office of the Interconnection within three (3) 
business days of a request therefor, a copy of all of the data and 
documentation supporting the exception request. Failure to provide a 
timely response to such  request shall cause the exception to terminate 
the following Operating Day. 
 
At its sole option and discretion, the Office of the Interconnection may 
review the data and documentation provided by the Curtailment Service 
Provider to determine if the Demand Resource has met one or more of 
the criteria above. The Office of the Interconnection will notify the 
Curtailment Service Provider in writing of its determination by no later 
than ten (10) business days after receipt of the data and documentation. 
 

A. 2. 4) The Demand Resource is comprised of mass market residential 
customers or Small Commercial Customers which collectively cannot be 
notified of a Load Management Event within a 30-minute timeframe due to 
unavoidable communications latency, in which case the requested notification 
time shall be no longer than 120 minutes. 
 
The Office of the Interconnection may request data and documentation from 
the Curtailment Service Provider and such Curtailment Service Provider shall 
provide to the Office of the Interconnection within three (3) Bbusiness Ddays 
of a request therefor, a copy of all of the data and documentation supporting 
the exception request. Failure to provide a timely response to such  request 
shall cause the exception to terminate the following Operating Day. 
 
At its sole option and discretion, the Office of the Interconnection may review 
the data and documentation provided by the Curtailment Service Provider to 
determine if the Demand Resource has met one or more of the criteria above. 
The Office of the Interconnection will notify the Curtailment Service Provider in 
writing of its determination by no later than ten (10) Bbusiness Ddays after 
receipt of the data and documentation. 
 
The Curtailment Service Provider shall provide written notification to the Office 
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The Curtailment Service Provider shall provide written notification to the 
Office of the Interconnection of a material change to the facts that 
supported its exception request within three (3) business days of 
becoming aware of such material change in facts, and, if the Office of 
Interconnection determines that the physical limitation criteria above are 
no longer being met, the Demand Resource shall be subject to the default 
notification period of 30 minutes immediately upon such determination. 
 

of the Interconnection of a material change to the facts that supported its 
exception request within three (3) Bbusiness Ddays of becoming aware of 
such material change in facts, and, if the Office of Interconnection determines 
that the physical limitation criteria above are no longer being met, the Demand 
Resource shall be subject to the default notification period of 30 minutes 
immediately upon such determination. 
 

116.  RAA, Schedule 6 
(Procedures For Demand 
Resources And Energy 
Efficiency) 

A-1 3. Procedures. No later than December 1 prior to the Base Residual 
Auction for a Delivery Year, PJM shall post to the PJM website a list of 
Zones and sub-Zones, if any, for which end-use customer site-specific 
information shall be required under the conditions specified in subsection 
A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery 
Year. Once so identified, a Zone or sub-Zone shall remain on the list for 
future Delivery Years until the threshold determined under subsection A-
1(1)(c)(iv) above is not exceeded for three consecutive Delivery Years. 
No later than 15 business days prior to the RPM Auction in which a 
Demand Resource Provider intends to offer a Demand Resource, the 
Demand Resource Provider shall submit to PJM a completed Demand 
Resource Sell Offer Plan template and a Demand Resource Officer 
Certification Form signed by a duly authorized officer of the Provider. 
PJM will review all submitted DR Sell Offer Plans. No later than 10 
business days prior to the subject RPM Auction, PJM shall notify any 
Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same 
Delivery Year. In such event, the MWs associated with such site(s) will 
not be approved for inclusion in a Sell Offer in an RPM Auction by any of 
the Demand Resource Providers, unless a Demand Resource Provider 
provides a letter of support from the end-use customer indicating that it is 
likely to execute a contract with that Demand Resource Provider for the 
relevant Delivery Year, or provides other comparable evidence of likely 
commitment. Such letter of support or other supporting evidence must be 

A-1 3. Procedures. No later than December 1 prior to the Base Residual 
Auction for a Delivery Year, PJM shall post to the PJM website a list of Zones 
and sub-Zones, if any, for which end-use customer site-specific information 
shall be required under the conditions specified in subsection A-1(1)(c)(iv) 
above for all RPM Auctions conducted for such Delivery Year. Once so 
identified, a Zone or sub-Zone shall remain on the list for future Delivery Years 
until the threshold determined under subsection A-1(1)(c)(iv) above is not 
exceeded for three consecutive Delivery Years. No later than 15 Bbusiness 
Ddays prior to the RPM Auction in which a Demand Resource Provider 
intends to offer a Demand Resource, the Demand Resource Provider shall 
submit to PJM a completed Demand Resource Sell Offer Plan template and a 
Demand Resource Officer Certification Form signed by a duly authorized 
officer of the Provider. PJM will review all submitted DR Sell Offer Plans. No 
later than 10 Bbusiness Ddays prior to the subject RPM Auction, PJM shall 
notify any Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same Delivery 
Year. In such event, the MWs associated with such site(s) will not be 
approved for inclusion in a Sell Offer in an RPM Auction by any of the 
Demand Resource Providers, unless a Demand Resource Provider provides a 
letter of support from the end-use customer indicating that it is likely to 
execute a contract with that Demand Resource Provider for the relevant 
Delivery Year, or provides other comparable evidence of likely commitment. 
Such letter of support or other supporting evidence must be provided to PJM 
no later than 7 Bbusiness Ddays prior to the subject RPM Auction. If an end-
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provided to PJM no later than 7 business days prior to the subject RPM 
Auction. If an end-use customer provides letters of support for the same 
site for the same Delivery Year to multiple Demand Resource Providers, 
the MWs associated with such end-use customer site shall not be 
approved as a Demand Resource for any of the Demand Resource 
Providers. No later than 5 business days prior to the subject RPM 
Auction, PJM will notify each Demand Resource Provider of the approved 
Demand Resource quantity, by Zone/sub-Zone, that such Demand 
Resource Provider is permitted to offer into such RPM Auction. 
 

use customer provides letters of support for the same site for the same 
Delivery Year to multiple Demand Resource Providers, the MWs associated 
with such end-use customer site shall not be approved as a Demand 
Resource for any of the Demand Resource Providers. No later than 5 
Bbusiness Ddays prior to the subject RPM Auction, PJM will notify each 
Demand Resource Provider of the approved Demand Resource quantity, by 
Zone/sub-Zone, that such Demand Resource Provider is permitted to offer 
into such RPM Auction. 
 

117.  RAA, Schedule 6.1 
(Price Responsive 
Demand) 

D. (i) documentation, in the form specified in the PJM Manuals, that: (1) 
where the PRD Provider is a Load Serving Entity, the Relevant Electric 
Retail Regulatory Authority has provided any required approval (including 
conditional approval, but only if the Load Serving Entity asserts that all 
such conditions have been satisfied) of such Load Serving Entity’s 
timevarying retail rate structure and, regardless of whether RERRA 
approval is required, that such rate structure adheres to PRD 
implementation standards specified in the PJM Manuals; and (2) where 
the PRD Provider is not a Load Serving Entity, such PRD Provider has in 
place contractual arrangements with the relevant end-use customers 
establishing a time-varying retail rate structure that conforms to any 
RERRA requirements, and adheres to PRD implementation standards 
specified in the PJM Manuals; in such cases, the PRD Provider shall 
provide the Office of the Interconnection copies of its applicable contracts 
with end-use customers (including any proposed contracts) within ten 
business days after a request for such contracts, or its PRD Plan shall be 
rejected; . . . 
 

D. (i) documentation, in the form specified in the PJM Manuals, that: (1) where 
the PRD Provider is a Load Serving Entity, the Relevant Electric Retail 
Regulatory Authority has provided any required approval (including conditional 
approval, but only if the Load Serving Entity asserts that all such conditions 
have been satisfied) of such Load Serving Entity’s timevarying retail rate 
structure and, regardless of whether RERRA approval is required, that such 
rate structure adheres to PRD implementation standards specified in the PJM 
Manuals; and (2) where the PRD Provider is not a Load Serving Entity, such 
PRD Provider has in place contractual arrangements with the relevant end-
use customers establishing a time-varying retail rate structure that conforms 
to any RERRA requirements, and adheres to PRD implementation standards 
specified in the PJM Manuals; in such cases, the PRD Provider shall provide 
the Office of the Interconnection copies of its applicable contracts with end-
use customers (including any proposed contracts) within ten Bbusiness Ddays 
after a request for such contracts, or its PRD Plan shall be rejected; . . .  

118.  RAA, Schedule 6.1 
(Price Responsive 
Demand) 

E. Each PRD Provider that commits Price Responsive Demand through 
an accepted PRD Plan must, no later than one day before the tenth 
business day prior to the start of the Delivery Year for which such PRD is 
committed, register with PJM, in the form and manner specified in the 

E. Each PRD Provider that commits Price Responsive Demand through an 
accepted PRD Plan must, no later than one day before the tenth Bbusiness 
Dday prior to the start of the Delivery Year for which such PRD is committed, 
register with PJM, in the form and manner specified in the PJM Manuals, 
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PJM Manuals, sufficient PRD-eligible load at a PRD Substation level to 
satisfy its Nominal PRD Value commitment. All information required in the 
PRD Plan to be at a PRD Substation level if available at the time of 
submission of the PRD Plan that was not provided at the time of 
submission of such plan must be provided with the registration. The PRD 
Provider shall also identify in the registration each individual end-use 
customer with a peak demand of 10 kW or greater included in such Price 
Responsive Demand, the peak demand of such customers, the Load 
Serving Entity responsible for serving such customers, and the Load 
Serving Entities responsible for serving the end-use customers not 
identified on an individual basis. PJM shall provide notification of such 
PRD registrations to the applicable electric distribution company(ies) and 
load serving entity(ies). The PRD Provider shall maintain, and provide to 
the Office of the Interconnection upon request, an identification of all 
individual end-use customers with a peak load contribution of less than 
10kW included in such Price Responsive Demand, and the peak load 
contribution of such customers. The PRD Provider must maintain its PRD 
Substation-level registration of PRD-eligible load at the level of its Zonal 
(or sub-zonal LDA, if applicable) Nominal PRD Value commitment during 
each day of the Delivery Year for which such commitment was made. The 
PRD Provider may change the end-use customer registered to meet the 
PRD Provider’s commitment during the Delivery Year, but such PRD 
Provider must always in the aggregate register sufficient Price 
Responsive Demand to meet or exceed the Zonal (or sub-Zonal LDA, if 
applicable) committed Nominal PRD Value level. A PRD Provider must 
timely notify the Office of the Interconnection, in accordance with the PJM 
Manuals, of all changes in PRD registrations. Such notification must 
remove from the PRD Provider’s registration(s) any end-use customer 
load that no longer meets the eligibility criteria for PRD, effective as of the 
first day that such end-use customer load is no longer PRD-eligible. 
 

sufficient PRD-eligible load at a PRD Substation level to satisfy its Nominal 
PRD Value commitment. All information required in the PRD Plan to be at a 
PRD Substation level if available at the time of submission of the PRD Plan 
that was not provided at the time of submission of such plan must be provided 
with the registration. The PRD Provider shall also identify in the registration 
each individual end-use customer with a peak demand of 10 kW or greater 
included in such Price Responsive Demand, the peak demand of such 
customers, the Load Serving Entity responsible for serving such customers, 
and the Load Serving Entities responsible for serving the end-use customers 
not identified on an individual basis. PJM shall provide notification of such 
PRD registrations to the applicable electric distribution company(ies) and load 
serving entity(ies). The PRD Provider shall maintain, and provide to the Office 
of the Interconnection upon request, an identification of all individual end-use 
customers with a peak load contribution of less than 10kW included in such 
Price Responsive Demand, and the peak load contribution of such customers. 
The PRD Provider must maintain its PRD Substation-level registration of 
PRD-eligible load at the level of its Zonal (or sub-zonal LDA, if applicable) 
Nominal PRD Value commitment during each day of the Delivery Year for 
which such commitment was made. The PRD Provider may change the end-
use customer registered to meet the PRD Provider’s commitment during the 
Delivery Year, but such PRD Provider must always in the aggregate register 
sufficient Price Responsive Demand to meet or exceed the Zonal (or sub-
Zonal LDA, if applicable) committed Nominal PRD Value level. A PRD 
Provider must timely notify the Office of the Interconnection, in accordance 
with the PJM Manuals, of all changes in PRD registrations. Such notification 
must remove from the PRD Provider’s registration(s) any end-use customer 
load that no longer meets the eligibility criteria for PRD, effective as of the first 
day that such end-use customer load is no longer PRD-eligible. 
 

119.  RAA, Schedule 8 D. 2. During the Delivery Year, no later than 36 hours prior to the start of D. 2. During the Delivery Year, no later than 36 hours prior to the start of each 
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(Determination of 
Unforced Capacity 
Obligations) 

each Operating Day, the Electric Distributor shall provide to PJM for each 
Party to this Agreement serving load in such Electric Distributor’s Zone 
the Obligation Peak Load for all end-use customers served by such Party 
in such Zone. The Electric Distributor may submit corrections to the 
Obligation Peak Load data up to 12:00PM Eastern Prevailing Time of the 
next business day following the Operating Day. 

Operating Day, the Electric Distributor shall provide to PJM for each Party to 
this Agreement serving load in such Electric Distributor’s Zone the Obligation 
Peak Load for all end-use customers served by such Party in such Zone. The 
Electric Distributor may submit corrections to the Obligation Peak Load data 
up to 12:00PM Eastern Prevailing Time of the next Bbusiness Dday following 
the Operating Day. 
 

120.  RAA, Schedule 8.1, § 
C. (Election, and 
Termination of Election, of 
FRR Alternative) 
 

1. No less than four months before the conduct of the Base Residual 
Auction for the first Delivery Year for which such election is to be 
effective, any Party seeking to elect the FRR Alternative shall notify the 
Office of the Interconnection in writing of such election. Such election 
shall be for a minimum term of five consecutive Delivery Years. No later 
than one month before such Base Residual Auction, such Party shall 
submit its FRR Capacity Plan demonstrating its commitment of Capacity 
Resources for the term of such elec tion sufficient to meet such Party’s 
Daily Unforced Capacity Obligation (and all other applicable obligations 
under this Schedule) for the load identified in such plan. No later than the 
last business day prior to the start of the relevant Delivery Year in which 
Capacity Performance requirements shall apply to such FRR Entity, the 
FRR Entity must also elect whether it seeks to be subject to the Non-
Performance Charge for both Capacity Performance Resources and 
Base Capacity Resources, as provided in section 10A of Attachment DD 
of the PJM Tariff, and described in section G.1 of this Schedule 8.1, or to 
physical non-performance assessments, as described in section G.2 of 
this Schedule 8.1. 
 

1. No less than four months before the conduct of the Base Residual Auction 
for the first Delivery Year for which such election is to be effective, any Party 
seeking to elect the FRR Alternative shall notify the Office of the 
Interconnection in writing of such election. Such election shall be for a 
minimum term of five consecutive Delivery Years. No later than one month 
before such Base Residual Auction, such Party shall submit its FRR Capacity 
Plan demonstrating its commitment of Capacity Resources for the term of 
such elec tion sufficient to meet such Party’s Daily Unforced Capacity 
Obligation (and all other applicable obligations under this Schedule) for the 
load identified in such plan. No later than the last Bbusiness Dday prior to the 
start of the relevant Delivery Year in which Capacity Performance 
requirements shall apply to such FRR Entity, the FRR Entity must also elect 
whether it seeks to be subject to the Non-Performance Charge for both 
Capacity Performance Resources and Base Capacity Resources, as provided 
in section 10A of Attachment DD of the PJM Tariff, and described in section 
G.1 of this Schedule 8.1, or to physical non-performance assessments, as 
described in section G.2 of this Schedule 8.1. 
 

121.  RAA, Schedule 8.1, § D. 
(FRR Capacity Plans) 
 

D. FRR Capacity Plans  
 
4. Capacity Resources identified and committed in an FRR Capacity Plan 
shall meet all requirements under this Agreement, the PJM Tariff, and the 
PJM Operating Agreement applicable to Capacity Resources, including, 
as applicable, requirements and milestones for Planned Generation 

D. FRR Capacity Plans  
 
4. Capacity Resources identified and committed in an FRR Capacity Plan 
shall meet all requirements under this Agreement, the PJM Tariff, and the 
PJM Operating Agreement applicable to Capacity Resources, including, as 
applicable, requirements and milestones for Planned Generation Capacity 
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Capacity Resources and Planned Demand Resources. A Capacity 
Resource submitted in an FRR Capacity Plan must be on a unit-specific 
basis, and may not include “slice of system” or similar agreements that 
are not unit specific. An FRR Capacity Plan may include bilateral 
transactions that commit capacity for less than a full Delivery Year only if 
the resources included in such plan in the aggregate satisfy all obligations 
for all Delivery Years. All demand response, load management, energy 
efficiency, or similar programs on which such FRR Entity intends to rely 
for a Delivery Year must be included in the FRR Capacity Plan, subject to 
applicable demand resource constraints for the relevant Delivery Year, 
submitted three years in advance of such Delivery Year and must satisfy 
all requirements applicable to Demand Resources or Energy Efficiency 
Resources, as applicable, including, without limitation, those set forth in 
Schedule 6 to this Agreement and the PJM Manuals; provided, however, 
that previously uncommitted Unforced Capacity from such programs may 
be used to satisfy any increased capacity obligation for such FRR Entity 
resulting from a Final Zonal Peak Load Forecast applicable to such FRR 
Entity. Without limiting the generality of the foregoing, the FRR Entity 
must submit a Demand Resource Sell Offer Plan 15 business days 
before the dead line for submitting an FRR Capacity Plan as to any 
Demand Resources it intends to include in such FRR Capacity Plan and 
may only include in such FRR Capacity Plan Demand Resources that are 
approved by PJM following review of such Demand Resource Sell Offer 
Plan. The requirements, standards, and procedures for a Demand 
Resource Sell Offer Plan shall be as set forth in Schedule 6 of this 
Agreement, provided that all references (including deadlines) in Schedule 
6, section A-1 to submission or clearing of a Demand Resource offer in 
an RPM Auction shall be understood for purposes of FRR Entities as 
referring to inclusion of a Demand Resource in an FRR Capacity Plan, 
and a distinct Demand Resource Officer Certification Form shall be 
applicable to FRR Entities, as shown in the PJM Manuals and provided 
on the PJM website. 

Resources and Planned Demand Resources. A Capacity Resource submitted 
in an FRR Capacity Plan must be on a unit-specific basis, and may not 
include “slice of system” or similar agreements that are not unit specific. An 
FRR Capacity Plan may include bilateral transactions that commit capacity for 
less than a full Delivery Year only if the resources included in such plan in the 
aggregate satisfy all obligations for all Delivery Years. All demand response, 
load management, energy efficiency, or similar programs on which such FRR 
Entity intends to rely for a Delivery Year must be included in the FRR Capacity 
Plan, subject to applicable demand resource constraints for the relevant 
Delivery Year, submitted three years in advance of such Delivery Year and 
must satisfy all requirements applicable to Demand Resources or Energy 
Efficiency Resources, as applicable, including, without limitation, those set 
forth in Schedule 6 to this Agreement and the PJM Manuals; provided, 
however, that previously uncommitted Unforced Capacity from such programs 
may be used to satisfy any increased capacity obligation for such FRR Entity 
resulting from a Final Zonal Peak Load Forecast applicable to such FRR 
Entity. Without limiting the generality of the foregoing, the FRR Entity must 
submit a Demand Resource Sell Offer Plan 15 Bbusiness Ddays before the 
dead line for submitting an FRR Capacity Plan as to any Demand Resources 
it intends to include in such FRR Capacity Plan and may only include in such 
FRR Capacity Plan Demand Resources that are approved by PJM following 
review of such Demand Resource Sell Offer Plan. The requirements, 
standards, and procedures for a Demand Resource Sell Offer Plan shall be as 
set forth in Schedule 6 of this Agreement, provided that all references 
(including deadlines) in Schedule 6, section A-1 to submission or clearing of a 
Demand Resource offer in an RPM Auction shall be understood for purposes 
of FRR Entities as referring to inclusion of a Demand Resource in an FRR 
Capacity Plan, and a distinct Demand Resource Officer Certification Form 
shall be applicable to FRR Entities, as shown in the PJM Manuals and 
provided on the PJM website. 
 
. . . 
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. . . 
 
7. The Office of the Interconnection will review the adequacy of all 
submittals hereunder both as to timing and content. A Party that seeks to 
elect the FRR Alternative that submits an FRR Capacity Plan which, upon 
review by the Office of the Interconnection, is determined not to satisfy 
such Party’s capacity obligations hereunder, shall not be permitted to 
elect the FRR Alternative. If a previously approved FRR Entity submits an 
FRR Capacity Plan that, upon review by the Office of the Interconnection, 
is determined not to satisfy such Party’s capacity obligations hereunder, 
the Office of the Interconnection shall notify the FRR Entity, in writing, of 
the insufficiency within five (5) business days of the submittal of the FRR 
Capacity Plan. If the FRR Entity does not cure such insufficiency within 
five (5) business days after receiving such notice of insufficiency, then 
such FRR Entity shall be assessed an FRR Commitment Insufficiency 
Charge, in an amount equal to two times the Cost of New Entry for the 
relevant location, in $/MW-day, times the shortfall of Capacity Resources 
below the FRR Entity’s capacity obligation (including any Threshold 
Quantity requirement) in such FRR Capacity Plan, for the remaining term 
of such plan. 
 

 
7. The Office of the Interconnection will review the adequacy of all submittals 
hereunder both as to timing and content. A Party that seeks to elect the FRR 
Alternative that submits an FRR Capacity Plan which, upon review by the 
Office of the Interconnection, is determined not to satisfy such Party’s capacity 
obligations hereunder, shall not be permitted to elect the FRR Alternative. If a 
previously approved FRR Entity submits an FRR Capacity Plan that, upon 
review by the Office of the Interconnection, is determined not to satisfy such 
Party’s capacity obligations hereunder, the Office of the Interconnection shall 
notify the FRR Entity, in writing, of the insufficiency within five (5) Bbusiness 
Ddays of the submittal of the FRR Capacity Plan. If the FRR Entity does not 
cure such insufficiency within five (5) Bbusiness Ddays after receiving such 
notice of insufficiency, then such FRR Entity shall be assessed an FRR 
Commitment Insufficiency Charge, in an amount equal to two times the Cost 
of New Entry for the relevant location, in $/MW-day, times the shortfall of 
Capacity Resources below the FRR Entity’s capacity obligation (including any 
Threshold Quantity requirement) in such FRR Capacity Plan, for the 
remaining term of such plan. 
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1.  Tariff, Schedule 9-2 
(Financial 
Transmission Rights 
Administration 
Service) 

 

 

 

a) Financial Transmission Rights Administration Service comprises all of the 
activities of PJM associated with administering the Financial Transmission 
Rights (“FTRs”) provided for under Attachment K to this Tariff, including, but 
not limited to, coordination of FTR bilateral trading, administration of FTR 
auctions, support of PJM’s on- line, Internet-based eFTR tool, and analyses to 
determine what total combination of FTRs can be outstanding and 
accommodated by the PJM system at a given time. PJM provides this service 
to entities that hold FTRs or that submit offers to sell or bids to buy FTRs. 
 
 

a) Financial Transmission Rights Administration Service comprises all of the 
activities of PJM associated with administering the Financial Transmission 
Rights (“FTRs”) provided for under Attachment K to this Tariff, including, but 
not limited to, coordination of FTR bilateral trading, administration of FTR 
auctions, support of PJM’s on- line, Internet-based eFTR transaction tool, and 
analyses to determine what total combination of FTRs can be outstanding and 
accommodated by the PJM system at a given time. PJM provides this service 
to entities that hold FTRs or that submit offers to sell or bids to buy FTRs. 
 
 

In the stakeholder process, PJM 
requested approval for the 
revisions to Tariff, Schedule 9-2 
as reflected in Attachment A.  
However, when PJM was 
preparing the section for filing, 
PJM realized that the language 
of Schedule 9-2 had changed 
slightly while it was proceeding 
through the GDECS stakeholder 
process.  The presenters of the 
GDECS revision to this 
subsection were unaware that 
the subsection was revised in 
the middle of the GDECS 
stakeholder process to add the 
word “transaction” in the section 
so that it referenced PJM’s 
“Internet-based eFTR 
transaction tool” in a filing 
submitted on October 31, 2016 
in Docket No. ER17-249-000, 
which the Commission accepted 
on December 22, 2016.  PJM is 
proposing to delete the word 
“transaction” in this filing to make 
the language in Schedule 9-2 
consistent with the language in 
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the other sections of the Tariff 
and Operating Agreement in 
which PJM is proposing to 
change all references to the 
eFTR system to FTR reporting 
tool.  This change was not taken 
through the PJM stakeholder 
process. However, PJM does not 
believe stakeholders would 
object to the change being made 
for consistency given they 
approved or endorsed the other 
similar changes being submitted 
in this filing. 

2.  Operating Agreement, 
Schedule 1, §7.1A.3 
(Products) 

(i) The periods covered by long-term Financial Transmission Rights auctions 
shall be: (1) any single Planning Period within the three Planning Period term 
covered by the relevant auction; and (2) the three Planning Period term 
covered by the relevant auction.  

(ii) On-Peak, off-peak and 24-hour Financial Transmission Rights obligations, 
as defined in Section 7.3.4 of Schedule 1 of this Agreement, shall be offered 
in long-term Financial Transmission Rights auctions; Financial Transmission 
Rights options shall not be offered. 

(i) The periods covered by long-term Financial Transmission Rights auctions 
shall be: (1) any single Planning Period within the three Planning Period term 
covered by the relevant auction; and (2) the three Planning Period term 
covered by the relevant auction.  

(ii) On-Peak, off-peak and 24-hour Financial Transmission Rights obligations, 
as defined in Section 7.3.4 of Schedule 1 of this Agreement, shall be offered 
in long-term Financial Transmission Rights auctions; Financial Transmission 
Rights options shall not be offered. 

In the stakeholder process, PJM 
requested approval for the 
revisions to Operating 
Agreement, Schedule 1, section 
7.1A.3 as reflected in 
Attachment A.  However, when 
PJM was preparing the section 
for filing, PJM realized that the 
language of Tariff, Att. K-
Appendix, section 7.1A.3 is not 
identical to the language of 
Operating Agreement, Schedule 
1, section 7.1A.3, although it 
should be identical.  The 
language is not identical 
because in a prior filing in 
Docket No. ER16-1737-000 
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submitted on May 19, 2016, 
which the Commission accepted 
in a delegated letter order issued 
on June 20, 2016, PJM made 
changes to the Tariff provisions 
to delete the words “defined in 
Section 7.3.4 of Schedule 1 of 
this Agreement” but neglected to 
make identical revisions to the 
Operating Agreement provisions, 
which caused there to be a 
discrepancy in the language.  
The changes made to the Tariff 
provisions is the correct version 
of the section.  Therefore, to 
make Operating Agreement, 
Schedule 1, section 7.1A.3 
identical to Tariff, Attachment K-
Appendix, section 7.1A.3, PJM is 
revising Operating Agreement, 
Schedule 1, section 7.1A.3 to 
delete the words “defined in 
Section 7.3.4 of Schedule 1 of 
this Agreement,” consistent with 
its filing in Docket No. ER16-
1737-000.  

3.  Tariff, Att. Q, §V.B. 
(Working Credit Limit) 
 

PJMSettlement will establish a Working Credit Limit for each Participant 
against which its Total Net Obligation will be monitored.  The Working Credit 
Limit is defined as 75% of the   Collateral provided to PJMSettlement and/or 
75% of the Unsecured Credit Allowance determined by PJMSettlement, as 
reduced by any applicable credit requirement determinants defined in this 

PJMSettlement will establish a Working Credit Limit for each Participant 
against which its Total Net Obligation will be monitored.  The Working Credit 
Limit is defined as 75% of the   Collateral provided to PJMSettlement and/or 
75% of the Unsecured Credit Allowance determined by PJMSettlement, as 
reduced by any applicable credit requirement determinants defined in this 

In the Attachment Q Clean UP 
Filing, PJM’s proposed revisions 
to Article V, section B included a 
sentence that says: “The 
Participant will be assigned a 
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Attachment Q.  A Participant’s Total Net Obligation should not exceed its 
Working Credit Limit.  
 
Example: After a credit evaluation by PJMSettlement, a Participant that has 
satisfied the Minimum Participation Requirements with audited financials 
demonstrating a Tangible Net Worth greater than $1,000,000 is allowed an 
Unsecured Credit Allowance of $10.0 million.  The Participant will be assigned 
a Working Credit Limit of $87.5 million.  

Attachment Q.  A Participant’s Total Net Obligation should not exceed its 
Working Credit Limit.  
 
Example: After a credit evaluation by PJMSettlement, a Participant that has 
satisfied the Minimum Participation Requirements with audited financials 
demonstrating a Tangible Net Worth greater than $1,000,000 is allowed an 
Unsecured Credit Allowance of $10.0 million.  The Participant will be assigned 
a Working Credit Limit of $87.5 million. 

Working Credit Limit of $87.5 
million.”  The 8 is stricken 
through, indicating that it should 
not have been included.  
However, in the current tariff the 
number still appears with the 
strike through rather than the 
number being deleted as it 
should have been.  This 
proposed revision corrects the 
sentence so that it reflects PJM’s 
original intention that the 
sentence read: “The Participant 
will be assigned a Working 
Credit Limit of $7.5 million.” 
 

4.  RAA, Schedule 8.1, 
Paragraph H 
(Annexation of service 
territory by Public 
Power Entity) 

3. Annexation whereby a Party that has not elected the FRR Alternative 
acquires load from an FRR entity: 
 
     a. For any Delivery Year for which a Base Residual Auction already has 
been conducted, PJM would consider shifted load as unanticipated load 
growth for purposes of determining whether to hold a Second Incremental 
Auction. If a Second Incremental Auction is held, FRR entity would have a 
must offer requirement for sufficient capacity to meet the load obligation of 
such shifted load. If no Second Incremental Auction is conducted, the FRR 
Entity may sell the associated quantity of capacity into an RPM Auction or 
bilaterally.  
 
    

3. Annexation whereby a Party that has not elected the FRR Alternative 
acquires load from an FRR Eentity: 
 
     a. For any Delivery Year for which a Base Residual Auction already has 
been conducted, PJM would consider shifted load as unanticipated load 
growth for purposes of determining the RTO/LDA Reliability Requirements, 
Limited Resource and Sub-Annual Constraints for the 2017/2018 Delivery 
Year, and Base Capacity Demand Resource Constraint and Base Capacity 
Resource Constraint for the 2018/2019 and 2019/2020 Delivery Years in all 
future Incremental Auctions for such Delivery Years, and such shifted load 
shall pay a Locational Reliability Charge.  whether to hold a Second 
Incremental Auction. If a Second Incremental Auction is held, For the next 
Incremental Auction, the FRR Eentity would have an RPM must offer 
requirement for a fixed amount of unforced capacity equal to the shifted load 
times the updated Forecast Pool Requirement applicable to the next 
Incremental Auction.  The FRR Entity would continue to have an RPM must 

The majority of the referenced 
changes are reflected in 
Attachment A, item #1.  The 
rationale for those changes is 
described therein. 

In addition, PJM is proposing 
three other changes highlighted 
in yellow because after PJM 
completed its stakeholder 
process, it realized that it 
neglected to specify the must 
offer requirement referenced in 
subsection 3.a.  Therefore, PJM 
added “an RPM” in three places 
in that section to clarify that the 
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offer requirement for all future Incremental Auctions for such Delivery Year; 
however, the RPM must offer requirement would terminate once the FRR 
Entity cleared the required fixed amount of Unforced Capacity in Incremental 
Auction(s) for such Delivery Yearsufficient capacity to meet the load obligation 
of such shifted load. If no Second Incremental Auction is conducted, the FRR 
Entity may sell the associated quantity of capacity into an RPM 
Auction or bilaterally.  
 

RPM must offer requirement is 
the must offer requirement that is 
referred to therein.  Making this 
clarification in the section is 
consistent with revisions PJM’s 
stakeholders approved, and the 
Commission approved, in PJM’s 
filing in Docket No. ER16-1520-
000 filed on April 28, 2016 and 
accepted on June 23, 2016. 

5.  Tariff, Part I, § 1 
(definitions) 

 

Operating Agreement, 
§1 (definitions) 

Tariff 
Market Participant:  
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic 
Load Response Participant, or all three, except when such term is being used 
in Attachment M of the Tariff, in which case Market Participant shall mean an 
entity that generates, transmits, distributes, purchases, or sells electricity, 
ancillary services, or any other products or service provided under the PJM 
Tariff or Operating Agreement within, into, out of, or through the PJM Region, 
but it shall not include an Authorized Government Agency that consumes 
energy for its own use but does not purchase or sell energy at wholesale. 
 
Operating Agreement 
Market Participant:  
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic 
Load Response Participant, or all three, except when such term is used in 
Attachment M of the Tariff, in which case Market Participant shall mean an 
entity that generates, transmits, distributes, purchases, or sells electricity, 
ancillary services, or any other products or service provided under the PJM 
Tariff or Operating Agreement within, into, out of, or through the PJM Region, 
but it shall not include an Authorized Govenmnt Agency that consumes enegy 
for its own use but does not purchase or sell energy at wholesale. 

Tariff 
Market Participant:  
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic 
Load Response Participant, or all three, except when such term is being used 
in Attachment M of the Tariff, in which case Market Participant shall mean an 
entity that generates, transmits, distributes, purchases, or sells electricity, 
ancillary services, or any other products or service provided under the PJM 
Tariff or Operating Agreement within, into, out of, or through the PJM Region, 
but it shall not include an Authorized Government Agency that consumes 
energy for its own use but does not purchase or sell energy at wholesale. 
 
Operating Agreement 
Market Participant:  
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic 
Load Response Participant, or all three, except when such term is used in 
Attachment M of the Tariff, in which case Market Participant shall mean an 
entity that generates, transmits, distributes, purchases, or sells electricity, 
ancillary services, or any other products or service provided under the PJM 
Tariff or Operating Agreement within, into, out of, or through the PJM Region, 
but it shall not include an Authorized Government Agency that consumes 
energy for its own use but does not purchase or sell energy at wholesale. 

The definition of Market 
Participant is supposed to be 
identical in the Tariff and 
Operating Agreement.  However, 
there are typographical errors 
that need to be corrected in the 
Operating Agreement definition 
and one word that needs to be 
deleted in the Tariff definition to 
make them identical.  Those 
revisions are reflected.   

PJM didn’t notice these 
inconsistencies until after it 
completed the stakeholder 
process for this filing. PJM did 
not take these changes through 
the stakeholder process because 
they are to correct typographical, 
non-substantive errors, that PJM 
inadvertently failed to correct, 
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 but are consistent with PJM’s 
effort in its prior GDECS related 
filing in Docket No. ER16-1737-
000, approved by the 
Commission on June 20, 2016, 
in which stakeholders approved 
revisions to make these two 
definitions consistent. 

 

The rationale for all of the revisions below is the same – to correct references from “business day(s)” to “Business Day(s)” since Business Day is now defined in the Tariff as: “A Business Day is a day 
in which the Federal Reserve System is open for business and is not a scheduled PJM holiday.” 

This revision will eliminate any confusion with regard to whether the lower case references to business day mean something different than the defined term Business Day. This revision will also clarify 
the meaning of the term in an instance in which a Member has a holiday but PJM does not have the same holiday because in that case, while the day in question would not be a business day for the 
Member it would be a business day for PJM and could cause confusion with regard to a deadline in the governing documents without specific reference to the defined term Business Day.  These are not 
substantive changes to the definitions. 
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1.  Tariff, Part IV, 
§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.  The Transmission Provider shall 

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.  The Transmission Provider shall 

The changes in Attachment A to Tariff, 
section 36.1 were based on the version of 
that Tariff section that was effective prior to 
FERC’s acceptance of the revisions PJM 
submitted to the section in a filing in 
Docket No. ER16-2518 on August 31, 
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acknowledge receipt of the Generation Interconnection Request 
(electronically when available to all parties, otherwise written) 
within five business days after receipt of the request and shall 
attach a copy of the received Generation Interconnection Request 
to the Transmission Provider’s acknowledgment. 

. . .  

2. Deficiency Review.  Within five business days of the 
Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall provide a 
deficiency review of the Generation Interconnection Request to 
determine whether the Interconnection Customer submitted a 
valid Generation Interconnection Request.  

. . .  

     b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement (Tariff, 
Attachment N), if the Transmission Provider anticipates that the 
actual study costs will exceed the refundable portion of the 
required deposit, the Transmission Provider shall provide the 
Interconnection Customer with an estimate of the additional study 
costs.  The estimated additional study costs are non-binding, and 
additional actual study costs may exceed the estimated additional 
study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, 

acknowledge receipt of the Generation Interconnection Request 
(electronically when available to all parties, otherwise written) 
within five Bbusiness Ddays after receipt of the request and shall 
attach a copy of the received Generation Interconnection Request 
to the Transmission Provider’s acknowledgment. 

. . .  

2. Deficiency Review.  Within five Bbusiness Ddays of the 
Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall provide a 
deficiency review of the Generation Interconnection Request to 
determine whether the Interconnection Customer submitted a 
valid Generation Interconnection Request.  

. . .  

     b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement (Tariff, 
Attachment N), if the Transmission Provider anticipates that the 
actual study costs will exceed the refundable portion of the 
required deposit, the Transmission Provider shall provide the 
Interconnection Customer with an estimate of the additional study 
costs.  The estimated additional study costs are non-binding, and 
additional actual study costs may exceed the estimated additional 
study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, 

2016.  After that filing was accepted by 
FERC, PJM inadvertently neglected to 
update the Tariff section in the revisions it 
discussed with stakeholders.  Therefore, 
the revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other similar revisions 
in section 36.1 to change “business day” to 
“Business Day” in this filing, for the same 
rationale as the other identical changes 
were made, PJM is including them in the 
filing assuming no stakeholder would 
object since no stakeholder objected to the 
other identical changes made. 
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the Interconnection Customer is responsible for and must pay all 
actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection Customer 
with notification of estimated additional study costs, the 
Interconnection Customer must pay such estimated additional 
study costs within ten business days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs.  If the Interconnection Customer 
fails to pay such estimated additional study costs within ten 
business days of Transmission Provider sending the 
Interconnection Customer notification of such estimated 
additional study costs, then the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

     c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set forth 
above, the Transmission Provider shall notify the Interconnection 
Customer (electronically when available to all parties, otherwise 
written) within five business days of receipt of the Generation 
Interconnection Request that such Generation Interconnection 
Request is deficient.  This notification is referred to as a 
deficiency notice. 

the Interconnection Customer is responsible for and must pay all 
actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection Customer 
with notification of estimated additional study costs, the 
Interconnection Customer must pay such estimated additional 
study costs within ten Bbusiness Ddays of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs.  If the Interconnection Customer 
fails to pay such estimated additional study costs within ten 
Bbusiness Ddays of Transmission Provider sending the 
Interconnection Customer notification of such estimated 
additional study costs, then the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

     c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set forth 
above, the Transmission Provider shall notify the Interconnection 
Customer (electronically when available to all parties, otherwise 
written) within five Bbusiness Ddays of receipt of the Generation 
Interconnection Request that such Generation Interconnection 
Request is deficient.  This notification is referred to as a 
deficiency notice. 
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. . . 

          ii. The Interconnection Customer shall be provided ten 
business days to respond to the deficiency notice.  This ten 
business day period is referred to as the deficiency response 
period. 

       . . .  

          iii. Without regard to the timing of the Interconnection 
Customer’s deficiency response period, the Transmission 
Provider shall have an additional five business days to review 
each Interconnection Customer’s response to the deficiency 
notice.  If the Generation Interconnection Request is still deficient 
after the Transmission Provider’s additional five business day 
review and the full ten business days of the Interconnection 
Customer’s deficiency response period have expired, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

. . .  

 

. . . 

          ii. The Interconnection Customer shall be provided ten 
Bbusiness Ddays to respond to the deficiency notice.  This ten 
Bbusiness Dday period is referred to as the deficiency response 
period. 

       . . .  

          iii. Without regard to the timing of the Interconnection 
Customer’s deficiency response period, the Transmission 
Provider shall have an additional five Bbusiness Ddays to review 
each Interconnection Customer’s response to the deficiency 
notice.  If the Generation Interconnection Request is still deficient 
after the Transmission Provider’s additional five Bbusiness Dday 
review and the full ten Bbusiness Ddays of the Interconnection 
Customer’s deficiency response period have expired, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

. . .  

 
2.  Tariff, Part IV, 

§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 shall 
submit to the Transmission Provider a Transmission 

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 shall 
submit to the Transmission Provider a Transmission 

The changes in Attachment A to Tariff, 
section 36.1 were based on the version of 
that Tariff section that was effective prior to 
FERC’s acceptance of the revisions PJM 
submitted to the section in a filing in 
Docket No. ER16-2518 on August 31, 
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Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Transmission Interconnection 
Request (electronically when available to all parties, otherwise 
written) within five business days after receipt of the request and 
shall attach a copy of the received Transmission Interconnection 
Request to the Transmission Provider’s acknowledgment. 

. . . 
 
2. Deficiency Review.  Within five business days of the 
Interconnection Customer submitting a Transmission 
Interconnection Request, the Transmission Provider shall 
provide a deficiency review of the Transmission Interconnection 
Request to determine whether the Interconnection Customer 
submitted a valid Transmission Interconnection Request. 

. . .  
 
     b. Pursuant to Section 9, Cost Responsibility, of the 
Transmission Interconnection Feasibility Study Agreement (Tariff, 
Attachment S), if the Transmission Provider anticipates that the 
actual study costs will exceed the refundable portion of the 
required deposit, the Transmission Provider shall provide the 
Interconnection Customer with an estimate of the additional study 
costs.  The estimated additional study costs are non-binding, and 
additional actual study costs may exceed the estimated additional 
study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 

Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Transmission Interconnection 
Request (electronically when available to all parties, otherwise 
written) within five Bbusiness Ddays after receipt of the request 
and shall attach a copy of the received Transmission 
Interconnection Request to the Transmission Provider’s 
acknowledgment. 

. . . 
 
2. Deficiency Review.  Within five Bbusiness Ddays of the 
Interconnection Customer submitting a Transmission 
Interconnection Request, the Transmission Provider shall 
provide a deficiency review of the Transmission Interconnection 
Request to determine whether the Interconnection Customer 
submitted a valid Transmission Interconnection Request. 

. . .  
 
     b. Pursuant to Section 9, Cost Responsibility, of the 
Transmission Interconnection Feasibility Study Agreement (Tariff, 
Attachment S), if the Transmission Provider anticipates that the 
actual study costs will exceed the refundable portion of the 
required deposit, the Transmission Provider shall provide the 
Interconnection Customer with an estimate of the additional study 
costs.  The estimated additional study costs are non-binding, and 
additional actual study costs may exceed the estimated additional 
study cost increases provided by the Transmission Provider.  

2016.  After that filing was accepted by 
FERC, PJM inadvertently neglected to 
update the Tariff section in the revisions it 
discussed with stakeholders.  Therefore, 
the revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other similar revisions 
in section 36.1 to change “business day” to 
“Business Day” in this filing, for the same 
rationale as the other identical changes 
were made, PJM is including them in the 
filing assuming no stakeholder would 
object since no stakeholder objected to the 
other identical changes made. 
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Interconnection Customer with estimated additional study costs, 
the Interconnection Customer is responsible for and must pay all 
actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection Customer 
with notification of estimated additional study costs, the 
Interconnection Customer must pay such estimated additional 
study costs within ten business days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs.  If the Interconnection Customer 
fails to pay such estimated additional study costs within ten 
business days of Transmission Provider sending the 
Interconnection Customer notification of such estimated 
additional study costs, then the Transmission Interconnection 
Request shall be deemed to be terminated and withdrawn.  

c. If there are deficiencies in the Transmission 
Interconnection Request for any of the requirements set forth 
above, the Transmission Provider shall notify the Interconnection 
Customer (electronically when available to all parties, otherwise 
written) within five business days of receipt of the Transmission 
Interconnection Request that such Transmission Interconnection 
Request is deficient.  This notification is referred to as a 
deficiency notice. 

Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, 
the Interconnection Customer is responsible for and must pay all 
actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection Customer 
with notification of estimated additional study costs, the 
Interconnection Customer must pay such estimated additional 
study costs within ten Bbusiness Ddays of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs.  If the Interconnection Customer 
fails to pay such estimated additional study costs within ten 
Bbusiness Ddays of Transmission Provider sending the 
Interconnection Customer notification of such estimated 
additional study costs, then the Transmission Interconnection 
Request shall be deemed to be terminated and withdrawn.  

c. If there are deficiencies in the Transmission 
Interconnection Request for any of the requirements set forth 
above, the Transmission Provider shall notify the Interconnection 
Customer (electronically when available to all parties, otherwise 
written) within five Bbusiness Ddays of receipt of the 
Transmission Interconnection Request that such Transmission 
Interconnection Request is deficient.  This notification is referred 
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. . . 

          ii. The Interconnection Customer shall be provided ten 
business days to respond to the deficiency notice.  This ten 
business day period is referred to as the deficiency response 
period. 

. . .  

          iii. Without regard to the timing of the Interconnection 
Customer’s deficiency response period, the Transmission 
Provider shall have an additional five business days to review the 
Interconnection Customer’s response to the deficiency notice.  If 
the Transmission Interconnection Request is still deficient after 
the Transmission Provider’s additional five business day review 
and the full ten business days of the Interconnection Customer’s 
deficiency response period have expired, the Transmission 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

. . .  
 

to as a deficiency notice. 

. . . 

          ii. The Interconnection Customer shall be provided ten 
Bbusiness Ddays to respond to the deficiency notice.  This ten 
Bbusiness Dday period is referred to as the deficiency response 
period. 

. . .  

          iii. Without regard to the timing of the Interconnection 
Customer’s deficiency response period, the Transmission 
Provider shall have an additional five Bbusiness Ddays to review 
the Interconnection Customer’s response to the deficiency notice.  
If the Transmission Interconnection Request is still deficient after 
the Transmission Provider’s additional five Bbusiness Dday 
review and the full ten Bbusiness Ddays of the Interconnection 
Customer’s deficiency response period have expired, the 
Transmission Interconnection Request shall be deemed to be 
terminated and withdrawn. 

. . .  
 

3.  Tariff, Part IV, §110.1 
(Application) 
 

A Generation Interconnection Customer desiring the 
interconnection of a new Generation Capacity Resource of 
20 MW or less or the increase in capacity by 20 MW or less 
of an Existing Generation Capacity Resource, must submit 

A Generation Interconnection Customer desiring the 
interconnection of a new Generation Capacity Resource of 
20 MW or less or the increase in capacity by 20 MW or less 
of an Existing Generation Capacity Resource, must submit 

The changes in Attachment A to Tariff, 
section 110.1 were based on the version of 
that Tariff section that was effective prior to 
FERC’s acceptance of the revisions PJM 
submitted to the section in a filing in 



Proposed Clean-Up, Clarification and Corrections to Governing Documents 
 

 

 

Agreement, 
Attachment, 
Section, Title 

Current Language Proposed Revisions Explanation for Why Revisions Were 
Not Taken Through Stakeholder 

Process 

to the Transmission Provider a Generation Interconnection 
Request.  The Transmission Provider shall acknowledge 
receipt of the Generation Interconnection Request 
(electronically when available to all parties, otherwise 
written) within five business days after receipt of the request 
and shall attach a copy of the received Generation 
Interconnection Request to the Transmission Provider’s 
acknowledgment. 
 
. . .  
 
2. Deficiency Review.  Within five business days of the 
Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation 
Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Generation 
Interconnection Request.  

. . .  
 
          b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement 
(Tariff, Attachment N), if the Transmission Provider 
anticipates that the actual study costs will exceed the 
refundable portion of the required deposit, the Transmission 
Provider shall provide the Interconnection Customer with an 
estimate of the additional study costs.  The estimated 
additional study costs are non-binding, and additional actual 

to the Transmission Provider a Generation Interconnection 
Request.  The Transmission Provider shall acknowledge 
receipt of the Generation Interconnection Request 
(electronically when available to all parties, otherwise 
written) within five Bbusiness Ddays after receipt of the 
request and shall attach a copy of the received Generation 
Interconnection Request to the Transmission Provider’s 
acknowledgment. 
 
. . .  
 
2. Deficiency Review.  Within five Bbusiness Ddays of 
the Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation 
Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Generation 
Interconnection Request.  

. . .  
 
          b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement 
(Tariff, Attachment N), if the Transmission Provider 
anticipates that the actual study costs will exceed the 
refundable portion of the required deposit, the Transmission 
Provider shall provide the Interconnection Customer with an 
estimate of the additional study costs.  The estimated 
additional study costs are non-binding, and additional actual 

Docket No. ER16-2518 on August 31, 
2016.  After that filing was accepted by 
FERC, PJM inadvertently neglected to 
update the Tariff section in the revisions it 
discussed with stakeholders.  Therefore, 
the revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other identical 
revisions in section 110.1 to change 
“business day” to “Business Day” in this 
filing, for the same rationale as the other 
identical changes were made, PJM is 
including them in the filing assuming no 
stakeholder would object since no 
stakeholder objected to the other identical 
changes made. 
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study costs may exceed the estimated additional study cost 
increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides 
the Interconnection Customer with estimated additional 
study costs, the Interconnection Customer is responsible for 
and must pay all actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection 
Customer with notification of estimated additional study 
costs, the Interconnection Customer must pay such 
estimated additional study costs within ten business days of 
Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten business days of 
Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs, then the Generation Interconnection Request shall be 
deemed to be terminated and withdrawn. 

c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set 
forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to 
all parties, otherwise written) within five business days of 
receipt of the Generation Interconnection Request that such 

study costs may exceed the estimated additional study cost 
increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides 
the Interconnection Customer with estimated additional 
study costs, the Interconnection Customer is responsible for 
and must pay all actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection 
Customer with notification of estimated additional study 
costs, the Interconnection Customer must pay such 
estimated additional study costs within ten Bbusiness Ddays 
of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten Bbusiness Ddays 
of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs, then the Generation Interconnection Request shall be 
deemed to be terminated and withdrawn. 

c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set 
forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to 
all parties, otherwise written) within five Bbusiness Ddays of 
receipt of the Generation Interconnection Request that such 
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Generation Interconnection Request is deficient.  This 
notification is referred to as a deficiency notice. 

. . .  

          ii. The Interconnection Customer shall be provided ten 
business days to respond to the deficiency notice.  This ten 
business day period is referred to as the deficiency 
response period. 

. . .  

          iii. Without regard to the timing of the 
Interconnection Customer’s deficiency response period, the 
Transmission Provider shall have an additional five 
business days to review each Interconnection Customer’s 
response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the 
Transmission Provider’s additional five business day review 
and the full ten business days of the Interconnection 
Customer’s deficiency response period have expired, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

. . .  
 

Generation Interconnection Request is deficient.  This 
notification is referred to as a deficiency notice. 

. . .  

          ii. The Interconnection Customer shall be provided ten 
Bbusiness Ddays to respond to the deficiency notice.  This 
ten Bbusiness Dday period is referred to as the deficiency 
response period. 

. . .  

          iii. Without regard to the timing of the 
Interconnection Customer’s deficiency response period, the 
Transmission Provider shall have an additional five 
Bbusiness Ddays to review each Interconnection 
Customer’s response to the deficiency notice.  If the 
Generation Interconnection Request is still deficient after 
the Transmission Provider’s additional five Bbusiness Dday 
review and the full ten Bbusiness Ddays of the 
Interconnection Customer’s deficiency response period 
have expired, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

. . .  
 

4.  Tariff, Part IV, §111.1 
(Application) 

The Interconnection Customer desiring the interconnection 
of a  Small Generation Resource greater than 2 MW or the 
increase in capability, by 20 MW or less but greater than 2 

The Interconnection Customer desiring the interconnection 
of a  Small Generation Resource greater than 2 MW or the 
increase in capability, by 20 MW or less but greater than 2 

The changes in Attachment A to Tariff, 
section 111.1 were based on the version of 
that Tariff section that was effective prior to 
FERC’s acceptance of the revisions PJM 
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MW (synchronous) or 5 MW (inverter-based) of an existing 
resource, must submit to the Transmission Provider a 
Generation Interconnection Request.  The Transmission 
Provider shall acknowledge receipt of the Generation 
Interconnection Request (electronically when available to all 
parties, otherwise written) within five business days after 
receipt of the request and shall attach a copy of the 
received Generation Interconnection Request to the 
Transmission Provider’s acknowledgment. 
 
. . .  
 
2. Deficiency Review.  Within five business days of the 
Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation 
Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Generation 
Interconnection Request.  

. . .  

          b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement 
(Tariff, Attachment N), if the Transmission Provider 
anticipates that the actual study costs will exceed the 
refundable portion of the required deposit, the Transmission 
Provider shall provide the Interconnection Customer with an 
estimate of the additional study costs.  The estimated 

MW (synchronous) or 5 MW (inverter-based) of an existing 
resource, must submit to the Transmission Provider a 
Generation Interconnection Request.  The Transmission 
Provider shall acknowledge receipt of the Generation 
Interconnection Request (electronically when available to all 
parties, otherwise written) within five Bbusiness Ddays after 
receipt of the request and shall attach a copy of the 
received Generation Interconnection Request to the 
Transmission Provider’s acknowledgment. 
 
. . .  
 
2. Deficiency Review.  Within five Bbusiness Ddays of 
the Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation 
Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Generation 
Interconnection Request.  

. . .  

          b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement 
(Tariff, Attachment N), if the Transmission Provider 
anticipates that the actual study costs will exceed the 
refundable portion of the required deposit, the Transmission 
Provider shall provide the Interconnection Customer with an 
estimate of the additional study costs.  The estimated 

submitted to the section in a filing in 
Docket No. ER16-2518 on August 31, 
2016.  After that filing was accepted by 
FERC, PJM inadvertently neglected to 
update the Tariff section in the revisions it 
discussed with stakeholders.  Therefore, 
the revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other identical 
revisions in section 111.1 to change 
“business day” to “Business Day” in this 
filing, for the same rationale as the other 
identical changes were made, PJM is 
including them in the filing assuming no 
stakeholder would object since no 
stakeholder objected to the other identical 
changes made. 
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additional study costs are non-binding, and additional actual 
study costs may exceed the estimated additional study cost 
increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides 
the Interconnection Customer with estimated additional 
study costs, the Interconnection Customer is responsible for 
and must pay all actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection 
Customer with notification of estimated additional study 
costs, the Interconnection Customer must pay such 
estimated additional study costs within ten business days of 
Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten business days of 
Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs, then the Generation Interconnection Request shall be 
deemed to be terminated and withdrawn. 

     c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set 
forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to 
all parties, otherwise written) within five business days of 

additional study costs are non-binding, and additional actual 
study costs may exceed the estimated additional study cost 
increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides 
the Interconnection Customer with estimated additional 
study costs, the Interconnection Customer is responsible for 
and must pay all actual study costs. 

. . .  

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection 
Customer with notification of estimated additional study 
costs, the Interconnection Customer must pay such 
estimated additional study costs within ten Bbusiness Ddays 
of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten Bbusiness Ddays 
of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs, then the Generation Interconnection Request shall be 
deemed to be terminated and withdrawn. 

     c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set 
forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to 
all parties, otherwise written) within five Bbusiness Ddays of 



Proposed Clean-Up, Clarification and Corrections to Governing Documents 
 

 

 

Agreement, 
Attachment, 
Section, Title 

Current Language Proposed Revisions Explanation for Why Revisions Were 
Not Taken Through Stakeholder 

Process 

receipt of the Generation Interconnection Request that such 
Generation Interconnection Request is deficient.  This 
notification is referred to as a deficiency notice. 

. . . 

          ii. The Interconnection Customer shall be provided ten 
business days to respond to the deficiency notice.  This ten 
business day period is referred to as the deficiency 
response period. 

. . .  

          iii. Without regard to the timing of the 
Interconnection Customer’s deficiency response period, the 
Transmission Provider shall have an additional five 
business days to review each Interconnection Customer’s 
response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the 
Transmission Provider’s additional five business day review 
and the full ten business days of the Interconnection 
Customer’s deficiency response period have expired, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

. . .  
 
 

receipt of the Generation Interconnection Request that such 
Generation Interconnection Request is deficient.  This 
notification is referred to as a deficiency notice. 

. . . 

          ii. The Interconnection Customer shall be provided ten 
Bbusiness Ddays to respond to the deficiency notice.  This 
ten Bbusiness Dday period is referred to as the deficiency 
response period. 

. . .  

          iii. Without regard to the timing of the 
Interconnection Customer’s deficiency response period, the 
Transmission Provider shall have an additional five 
Bbusiness Ddays to review each Interconnection 
Customer’s response to the deficiency notice.  If the 
Generation Interconnection Request is still deficient after 
the Transmission Provider’s additional five Bbusiness Dday 
review and the full ten Bbusiness Ddays of the 
Interconnection Customer’s deficiency response period 
have expired, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

. . .  
 
 

5.  Tariff, Part IV, §112.1 
(Application) 

The Generation Interconnection Customer desiring the The Generation Interconnection Customer desiring the The changes in Attachment A to Tariff, 
section 112.1 were based on the version of 
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 interconnection of a temporary Energy Resource of 20 MW 
or less but greater than 2 MW (synchronous) or 5 MW 
(inverter-based) must submit to the Transmission Provider a 
Generation Interconnection Request.  The Transmission 
Provider shall acknowledge receipt of the Generation 
Interconnection Request (electronically when available to all 
parties, otherwise written) within five business days after 
receipt of the request and shall attach a copy of the 
received Generation Interconnection Request to the 
Transmission Provider’s acknowledgment. 
 
. . . 
 
2. Deficiency Review.  Within five business days of the 
Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation 
Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Generation 
Interconnection Request.  

. . .  

     b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement 
(Tariff, Attachment N), if the Transmission Provider 
anticipates that the actual study costs will exceed the 
refundable portion of the required deposit, the Transmission 
Provider shall provide the Interconnection Customer with an 

interconnection of a temporary Energy Resource of 20 MW 
or less but greater than 2 MW (synchronous) or 5 MW 
(inverter-based) must submit to the Transmission Provider a 
Generation Interconnection Request.  The Transmission 
Provider shall acknowledge receipt of the Generation 
Interconnection Request (electronically when available to all 
parties, otherwise written) within five Bbusiness Ddays after 
receipt of the request and shall attach a copy of the 
received Generation Interconnection Request to the 
Transmission Provider’s acknowledgment. 
 
. . . 
 
2. Deficiency Review.  Within five Bbusiness Ddays of 
the Interconnection Customer submitting a Generation 
Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation 
Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Generation 
Interconnection Request.  

. . .  

     b. Pursuant to Section 9, Cost Responsibility, of the 
Generation Interconnection Feasibility Study Agreement 
(Tariff, Attachment N), if the Transmission Provider 
anticipates that the actual study costs will exceed the 
refundable portion of the required deposit, the Transmission 
Provider shall provide the Interconnection Customer with an 

that Tariff section that was effective prior to 
FERC’s acceptance of the revisions PJM 
submitted to the section in a filing in 
Docket No. ER16-2518 on August 31, 
2016.  After that filing was accepted by 
FERC, PJM inadvertently neglected to 
update the Tariff section in the revisions it 
discussed with stakeholders.  Therefore, 
the revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other identical 
revisions in section 112.1 to change 
“business day” to “Business Day” in this 
filing, for the same rationale as the other 
identical changes were made, PJM is 
including them in the filing assuming no 
stakeholder would object since no 
stakeholder objected to the other identical 
changes made. 
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estimate of the additional study costs.  The estimated 
additional study costs are non-binding, and additional actual 
study costs may exceed the estimated additional study cost 
increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides 
the Interconnection Customer with estimated additional 
study costs, the Interconnection Customer is responsible for 
and must pay all actual study costs. 

. . . 

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection 
Customer with notification of estimated additional study 
costs, the Interconnection Customer must pay such 
estimated additional study costs within ten business days of 
Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten business days of 
Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs, then the Generation Interconnection Request shall be 
deemed to be terminated and withdrawn. 

     c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set 
forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to 

estimate of the additional study costs.  The estimated 
additional study costs are non-binding, and additional actual 
study costs may exceed the estimated additional study cost 
increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides 
the Interconnection Customer with estimated additional 
study costs, the Interconnection Customer is responsible for 
and must pay all actual study costs. 

. . . 

          ii. If at any time after the deficiency review period the 
Transmission Provider provides the Interconnection 
Customer with notification of estimated additional study 
costs, the Interconnection Customer must pay such 
estimated additional study costs within ten Bbusiness Ddays 
of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten Bbusiness Ddays 
of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study 
costs, then the Generation Interconnection Request shall be 
deemed to be terminated and withdrawn. 

     c. If there are deficiencies in the Generation 
Interconnection Request for any of the requirements set 
forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to 
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all parties, otherwise written) within five business days of 
receipt of the Generation Interconnection Request that such 
Generation Interconnection Request is deficient.  This 
notification is referred to as a deficiency notice. 

. . .  

          ii. The Interconnection Customer shall be provided ten 
business days to respond to the deficiency notice.  This ten 
business day period is referred to as the deficiency 
response period. 

. . .  

          iii. Without regard to the timing of the 
Interconnection Customer’s deficiency response period, the 
Transmission Provider shall have an additional five 
business days to review each Interconnection Customer’s 
response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the 
Transmission Provider’s additional five business day review 
and the full ten business days of the Interconnection 
Customer’s deficiency response period have expired, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

. . .  
 

all parties, otherwise written) within five Bbusiness Ddays of 
receipt of the Generation Interconnection Request that such 
Generation Interconnection Request is deficient.  This 
notification is referred to as a deficiency notice. 

. . .  

          ii. The Interconnection Customer shall be provided ten 
Bbusiness Ddays to respond to the deficiency notice.  This 
ten Bbusiness Dday period is referred to as the deficiency 
response period. 

. . .  

          iii. Without regard to the timing of the 
Interconnection Customer’s deficiency response period, the 
Transmission Provider shall have an additional five 
Bbusiness Ddays to review each Interconnection 
Customer’s response to the deficiency notice.  If the 
Generation Interconnection Request is still deficient after 
the Transmission Provider’s additional five Bbusiness Dday 
review and the full ten Bbusiness Ddays of the 
Interconnection Customer’s deficiency response period 
have expired, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

. . .  
 

6.  Tariff, Part IV, 
§112A.1 (Application) 

The Interconnection Customer desiring the interconnection The Interconnection Customer desiring the interconnection The changes in Attachment A to Tariff, 
Part IV, section 112A.1 were based on the 
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 of a new permanent or temporary Energy Resource of 2 
MW or less (synchronous) or 5 MW or less (inverter-based) 
must submit to the Transmission Provider an 
Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Interconnection Request 
(electronically when available to all parties, otherwise 
written) within five business days after receipt of the request 
and shall attach a copy of the received Interconnection 
Request to the Transmission Provider’s acknowledgment. 
 
 . . .  
 
2. Deficiency Review.  Within five business days of the 
Interconnection Customer submitting an Interconnection 
Request, the Transmission Provider shall provide a 
deficiency review of the Interconnection Request to 
determine whether the Interconnection Customer submitted 
a valid Interconnection Request. 

. . . 

     b. If there are deficiencies in the Interconnection 
Request for any of the requirements set forth above, the 
Transmission Provider shall notify the Interconnection 
Customer (electronically when available to all parties, 
otherwise written) within five business days of receipt of the 
Interconnection Request that such Interconnection Request 
is deficient.  This notification is referred to as a deficiency 

of a new permanent or temporary Energy Resource of 2 
MW or less (synchronous) or 5 MW or less (inverter-based) 
must submit to the Transmission Provider an 
Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Interconnection Request 
(electronically when available to all parties, otherwise 
written) within five Bbusiness Ddays after receipt of the 
request and shall attach a copy of the received 
Interconnection Request to the Transmission Provider’s 
acknowledgment. 
 
 . . .  
 
2. Deficiency Review.  Within five Bbusiness Ddays of 
the Interconnection Customer submitting an Interconnection 
Request, the Transmission Provider shall provide a 
deficiency review of the Interconnection Request to 
determine whether the Interconnection Customer submitted 
a valid Interconnection Request. 

. . . 

     b. If there are deficiencies in the Interconnection 
Request for any of the requirements set forth above, the 
Transmission Provider shall notify the Interconnection 
Customer (electronically when available to all parties, 
otherwise written) within five Bbusiness Ddays of receipt of 
the Interconnection Request that such Interconnection 
Request is deficient.  This notification is referred to as a 

version of that Tariff section that was 
effective prior to FERC’s acceptance of the 
revisions PJM submitted to the section in a 
filing in Docket No. ER16-2518 on August 
31, 2016.  After that filing was accepted by 
FERC, PJM inadvertently neglected to 
update the Tariff section in the revisions it 
discussed with stakeholders.  Therefore, 
the revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other similar revisions 
in section 112A.1 to change “business day” 
to “Business Day” in this filing (which are 
not being filed because that portion of 
section 112A.1 was deleted in Docket 
ER16-2518), for the same rationale as the 
other identical changes were made, PJM is 
including them in the filing assuming no 
stakeholder would object since no 
stakeholder objected to the other identical 
changes made. 
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notice. 

. . .  

          ii. The Interconnection Customer shall be provided ten 
business days to respond to the deficiency notice.  This ten 
business day period is referred to as the deficiency 
response period. 

. . . 

         iii. Without regard to the timing of the Interconnection 
Customer’s deficiency response period, the Transmission 
Provider shall have an additional five business days to 
review each Interconnection Customer’s response to the 
deficiency notice.  If the Generation Interconnection 
Request is still deficient after the Transmission Provider’s 
additional five business day review and the full ten business 
days of the Interconnection Customer’s deficiency response 
period have expired, the Interconnection Requests shall be 
deemed to be terminated and withdrawn. 

. . .  
 

deficiency notice. 

. . .  

          ii. The Interconnection Customer shall be provided ten 
Bbusiness Ddays to respond to the deficiency notice.  This 
ten Bbusiness Dday period is referred to as the deficiency 
response period. 

. . . 

         iii. Without regard to the timing of the Interconnection 
Customer’s deficiency response period, the Transmission 
Provider shall have an additional five Bbusiness Ddays to 
review each Interconnection Customer’s response to the 
deficiency notice.  If the Generation Interconnection 
Request is still deficient after the Transmission Provider’s 
additional five Bbusiness Dday review and the full ten 
Bbusiness Ddays of the Interconnection Customer’s 
deficiency response period have expired, the 
Interconnection Requests shall be deemed to be terminated 
and withdrawn. 

. . .  
 

7.  Tariff, Att. M-
Appendix, §II.B.2 
(Minimum Generator 
Operating 
Parameters) 

2. The Market Monitoring Unit shall notify Market Sellers of 
generating units and the Office of the Interconnection no later 
than April 1 of its determination of market power concerns raised 
regarding each request for a period exception or persistent 

2. The Market Monitoring Unit shall notify Market Sellers of 
generating units and the Office of the Interconnection no later 
than April 1 of its determination of market power concerns raised 
regarding each request for a period exception or persistent 

The changes in Attachment A to Tariff, 
Attachment M-Appendix were based on 
the version of that Tariff section that was 
effective prior to FERC’s acceptance of the 
revisions PJM submitted to Tariff, 
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 exception to a value specified in the Parameter Limited Schedule 
Matrix or the parameters defined in Section 6.6 of Schedule 1 of 
the Operating Agreement and the PJM Manuals, provided that 
the Market Monitoring Unit receives such request by no later than 
February 28.  

. . .  

If, prior to the scheduled termination date, a Market Seller 
submits a request to modify a temporary exception, the Market 
Monitoring Unit shall review such request using the same 
standard utilized to evaluate period exception and persistent 
exception requests, and shall provide its determination of whether 
the request raises market power concerns, and, if so, any 
modifications that would alleviate those concerns, to the Market 
Seller, with a copy to Office of the Interconnection, by no later 
than 15 business days from the date of the modification request. 

3. When a Market Seller notifies the Market Monitoring Unit 
of a material change to the facts relied upon by the Market 
Monitoring Unit and/or the Office of the Interconnection to support 
a parameter limited schedule period or persistent exception, the 
Market Monitoring Unit shall make a determination, and provide 
written notification to the Office of the Interconnection and the 
Market Seller, of any change to its determination regarding the 
exemption request, based on the material change in facts, by no 
later than 15 business days after receipt of such notice.  

exception to a value specified in the Parameter Limited Schedule 
Matrix or the parameters defined in Section 6.6 of Schedule 1 of 
the Operating Agreement and the PJM Manuals, provided that 
the Market Monitoring Unit receives such request by no later than 
February 28.  

. . .  

If, prior to the scheduled termination date, a Market Seller 
submits a request to modify a temporary exception, the Market 
Monitoring Unit shall review such request using the same 
standard utilized to evaluate period exception and persistent 
exception requests, and shall provide its determination of whether 
the request raises market power concerns, and, if so, any 
modifications that would alleviate those concerns, to the Market 
Seller, with a copy to Office of the Interconnection, by no later 
than 15 Bbusiness Ddays from the date of the modification 
request. 

3. When a Market Seller notifies the Market Monitoring Unit 
of a material change to the facts relied upon by the Market 
Monitoring Unit and/or the Office of the Interconnection to support 
a parameter limited schedule period or persistent exception, the 
Market Monitoring Unit shall make a determination, and provide 
written notification to the Office of the Interconnection and the 
Market Seller, of any change to its determination regarding the 
exemption request, based on the material change in facts, by no 

Attachment M-Appendix, section II.B.2 in a 
filing in Docket No. ER16-2533 on 
September 1, 2016.  After that filing was 
accepted by FERC, PJM inadvertently 
neglected to update the Tariff section in 
the revisions it discussed with 
stakeholders.  Therefore, the revisions 
reflected herein were not presented to 
stakeholders for review and endorsement.  
Nevertheless, since these revisions are 
consistent with stakeholders’ endorsement 
of the other identical revisions in Tariff, 
Attachment M, sections I.D.3, II.C.5 and 
II.F to change “business day” to “Business 
Day” in this filing, for the same rationale as 
the other identical changes were made, 
PJM is including them in the filing 
assuming no stakeholder would object 
since no stakeholder objected to the other 
identical changes made. 
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. . . later than 15 Bbusiness Ddays after receipt of such notice.  

. . . 

8.  RAA, Schedule 6, 
§A.5 (Procedures for 
Demand Resources 
and Energy 
Efficiency) 

A. Parties can partially or wholly offset the amounts 
payable for the Locational Reliability Charge with Demand 
Resources that are operated under the direction of the Office of 
the Interconnection.  FRR Entities may reduce their capacity 
obligations with Demand Resources that are operated under the 
direction of the Office of the Interconnection and detailed in such 
entity’s FRR Capacity Plan.  Demand Resources qualifying under 
the criteria set forth below may be offered for sale or designated 
as Self-Supply in the Base Residual Auction, included in an FRR 
Capacity Plan, or offered for sale in any Incremental Auction, for 
any Delivery Year for which such resource qualifies.  Qualified 
Demand Resources generally fall in one of three categories, i.e., 
Guaranteed Load Drop, Firm Service Level, or Legacy Direct 
Load Control (prior to June 1, 2016), as further specified in 
section G below and the PJM Manuals.  Qualified Demand 
Resources may be provided by a Curtailment Service Provider, 
notwithstanding that such Curtailment Service Provider is not a 
Party to this Agreement.  Such Curtailment Service Providers 
must satisfy the requirements hereof and the PJM Manuals. 

. . .  
 
5. A Curtailment Service Provider intending to offer for sale 
or designate for self-supply, a Demand Resource in any RPM 

A. Parties can partially or wholly offset the amounts 
payable for the Locational Reliability Charge with Demand 
Resources that are operated under the direction of the Office of 
the Interconnection.  FRR Entities may reduce their capacity 
obligations with Demand Resources that are operated under the 
direction of the Office of the Interconnection and detailed in such 
entity’s FRR Capacity Plan.  Demand Resources qualifying under 
the criteria set forth below may be offered for sale or designated 
as Self-Supply in the Base Residual Auction, included in an FRR 
Capacity Plan, or offered for sale in any Incremental Auction, for 
any Delivery Year for which such resource qualifies.  Qualified 
Demand Resources generally fall in one of three categories, i.e., 
Guaranteed Load Drop, Firm Service Level, or Legacy Direct 
Load Control (prior to June 1, 2016), as further specified in 
section G below and the PJM Manuals.  Qualified Demand 
Resources may be provided by a Curtailment Service Provider, 
notwithstanding that such Curtailment Service Provider is not a 
Party to this Agreement.  Such Curtailment Service Providers 
must satisfy the requirements hereof and the PJM Manuals. 

. . .  
 
5. A Curtailment Service Provider intending to offer for sale 
or designate for self-supply, a Demand Resource in any RPM 

The changes in Attachment A to RAA, 
Schedule 6, section A.5 were missed due 
to administrative oversight.  Therefore, the 
revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other identical 
revisions in RAA, Schedule 6, sections A.4 
and A.6  to change “business day” to 
“Business Day” in this filing, for the same 
rationale as the other identical changes 
were made, PJM is including them in the 
filing assuming no stakeholder would 
object since no stakeholder objected to the 
other identical changes made. 
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Auction, or intending to include a Demand Resource in any FRR 
Capacity Plan must demonstrate, to PJM’s satisfaction, that such 
resource shall have the capability to provide a reduction in 
demand, or otherwise control load, on or before the start of the 
Delivery Year for which such resource is committed.  As part of 
such demonstration, each such Curtailment Service Provider 
shall submit a Demand Resource Sell Offer Plan in accordance 
with the standards and procedures set forth in section A-1 of 
Schedule 6, Schedule 8.1 (as to FRR Capacity Plans) and the 
PJM Manuals, no later than 15 business days prior to, as 
applicable, the RPM Auction in which such resource is to be 
offered, or the deadline for submission of the FRR Capacity Plan 
in which such resource is to be included.  PJM may verify the 
Curtailment Service Provider’s adherence to the Demand 
Resource Sell Offer Plan at any time.  A Curtailment Service 
Provider with a PJM-approved Demand Resource Sell Offer Plan 
will be permitted to offer up to the approved Demand Resource 
quantity into the subject RPM Auction or include such resource in 
its FRR Capacity Plan. 

. . .  

Auction, or intending to include a Demand Resource in any FRR 
Capacity Plan must demonstrate, to PJM’s satisfaction, that such 
resource shall have the capability to provide a reduction in 
demand, or otherwise control load, on or before the start of the 
Delivery Year for which such resource is committed.  As part of 
such demonstration, each such Curtailment Service Provider 
shall submit a Demand Resource Sell Offer Plan in accordance 
with the standards and procedures set forth in section A-1 of 
Schedule 6, Schedule 8.1 (as to FRR Capacity Plans) and the 
PJM Manuals, no later than 15 Bbusiness Ddays prior to, as 
applicable, the RPM Auction in which such resource is to be 
offered, or the deadline for submission of the FRR Capacity Plan 
in which such resource is to be included.  PJM may verify the 
Curtailment Service Provider’s adherence to the Demand 
Resource Sell Offer Plan at any time.  A Curtailment Service 
Provider with a PJM-approved Demand Resource Sell Offer Plan 
will be permitted to offer up to the approved Demand Resource 
quantity into the subject RPM Auction or include such resource in 
its FRR Capacity Plan. 

. . .  
9.  Tariff,  Att. DD, 

§6.5(c) (Mitigation) 
 
 

(C) Where the two conditions stated in subsection (B) are not 
met, or the Sell Offer is pivotal, the Sell Offer shall be rejected if it 
exceeds 140 percent of: 1) the average of location-adjusted Sell 
Offers for Planned Generation Capacity Resources from the 
same asset class as such Sell Offer, submitted (and not rejected) 
(Asset-Class New Plant Offers) for such Delivery Year; or 2) if 
there are no Asset-Class New Plant Offers for such Delivery 
Year, the average of Asset-Class New Plant Offers for all prior 

(C) Where the two conditions stated in subsection (B) are not 
met, or the Sell Offer is pivotal, the Sell Offer shall be rejected if it 
exceeds 140 percent of: 1) the average of location-adjusted Sell 
Offers for Planned Generation Capacity Resources from the 
same asset class as such Sell Offer, submitted (and not rejected) 
(Asset-Class New Plant Offers) for such Delivery Year; or 2) if 
there are no Asset-Class New Plant Offers for such Delivery 
Year, the average of Asset-Class New Plant Offers for all prior 

This change in Tariff, Attachment DD, 
section 6.59(c) was missed due to 
administrative oversight.  Therefore, the 
revisions reflected herein were not 
presented to stakeholders for review and 
endorsement.  Nevertheless, since these 
revisions are consistent with stakeholders’ 
endorsement of the other identical 
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Delivery Years; or 3) if there are no Asset-Class New Plant Offers 
for any prior Delivery Year, the Net CONE applicable for such 
Delivery Year in the LDA for which such Sell Offer was submitted. 
For purposes of this section, asset classes shall be as stated in 
section 6.7(c) as effective for such Delivery Year, and Asset-
Class New Plant Offers shall be location-adjusted by the ratio 
between the Net CONE effective for such Delivery Year for the 
LDA in which the Sell Offer subject to this section was submitted 
and the average, weighted by installed capacity, of the Net 
CONEs for all LDAs in which the units underlying such Asset 
Class New Plant Offers are located. Following the conduct of the 
applicable auction and before the final determination of clearing 
prices, in accordance with Section 6.2(b) above, each Capacity 
Market Seller whose Sell Offer is so rejected shall be notified in 
writing by the Office of the Interconnection by no later than one 
(1) business day after the close of the offer period for the 
applicable RPM Auction and allowed an opportunity to submit a 
revised Sell Offer that does not exceed such threshold within one 
business (1) day of the Office of the Interconnection’s rejection of 
such Sell Offer. If such revised Sell Offer is accepted by the 
Office of the Interconnection, the Office of the Interconnection 
then shall clear the auction with such revised Sell Offer in place. 
Pursuant to Section II.F of Attachment M-Appendix, the Market 
Monitoring Unit shall notify in writing each Capacity Market Seller 
whose Sell Offer has been determined to be non-competitive and 
subject to mitigation, with a copy to the Office of the 
Interconnection, by no later than one (1) business day after the 
close of the offer period for the applicable RPM Auction. 

Delivery Years; or 3) if there are no Asset-Class New Plant Offers 
for any prior Delivery Year, the Net CONE applicable for such 
Delivery Year in the LDA for which such Sell Offer was submitted. 
For purposes of this section, asset classes shall be as stated in 
section 6.7(c) as effective for such Delivery Year, and Asset-
Class New Plant Offers shall be location-adjusted by the ratio 
between the Net CONE effective for such Delivery Year for the 
LDA in which the Sell Offer subject to this section was submitted 
and the average, weighted by installed capacity, of the Net 
CONEs for all LDAs in which the units underlying such Asset 
Class New Plant Offers are located. Following the conduct of the 
applicable auction and before the final determination of clearing 
prices, in accordance with Section 6.2(b) above, each Capacity 
Market Seller whose Sell Offer is so rejected shall be notified in 
writing by the Office of the Interconnection by no later than one 
(1) business day after the close of the offer period for the 
applicable RPM Auction and allowed an opportunity to submit a 
revised Sell Offer that does not exceed such threshold within one 
business (1) Business Dday of the Office of the Interconnection’s 
rejection of such Sell Offer. If such revised Sell Offer is accepted 
by the Office of the Interconnection, the Office of the 
Interconnection then shall clear the auction with such revised Sell 
Offer in place. Pursuant to Section II.F of Attachment M-
Appendix, the Market Monitoring Unit shall notify in writing each 
Capacity Market Seller whose Sell Offer has been determined to 
be non-competitive and subject to mitigation, with a copy to the 
Office of the Interconnection, by no later than one (1) business 
day after the close of the offer period for the applicable RPM 
Auction. 
 

revisions in the very same section to 
change “business day” to “Business Day” 
in this filing, for the same rationale as the 
other identical changes were made, PJM is 
including them in the filing assuming no 
stakeholder would object since no 
stakeholder objected to the other identical 
changes made. 
 
 

10.  Tariff,  Att.K-App., (i) Temporary Exceptions.  A temporary exception shall be (i) Temporary Exceptions.  A temporary exception shall be The changes in Attachment A of this filing 
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§6.6 (Minimum 
Generator Operating 
Parameters – 
Parameter Limited 
Schedules) 
 
Operating 
Agreement, Schedule 
1, §6.6 (Minimum 
Generator Operating 
Parameters – 
Parameter Limited 
Schedules) 
 

deemed accepted without prior review by the Market Monitoring 
Unit or the Office of the Interconnection upon submission by the 
Market Seller of the generating unit of written notification to the 
Market Monitoring Unit and the Office of the Interconnection, at 
least one business day prior to the commencement of the 
exception, and shall automatically commence and terminate on 
the dates specified in such notification, which must be for a period 
of time lasting 30 days or less, unless the termination date is 
extended pending a request for a period exception or shortened 
due to a change in the physical conditions of the unit such that 
the temporary exception is no longer required. Such Market Seller 
shall provide to the Market Monitoring Unit and the Office of the 
Interconnection within three days following the commencement of 
the temporary exception its documentation explaining in detail the 
reasons for the temporary exception, and shall also respond to 
additional requests for information from the Market Monitoring 
Unit and the Office of the Interconnection within three business 
days after such request.  Failure to provide a timely response to 
such request for additional information shall cause the temporary 
exception to terminate the following day. The Market Seller shall 
notify the Office of the Interconnection and the Market Monitoring 
Unit in writing of an early termination of a temporary exception 
due to changed physical conditions by no later than one business 
day prior to the early termination date.  A temporary exception 
may only be requested one-time for the same physical or actual 
constraint since an operational constraint that may occur more 
than once should be the subject of a period exception request 
rather than multiple temporary exception requests. 

 
. . .  
 

deemed accepted without prior review by the Market Monitoring 
Unit or the Office of the Interconnection upon submission by the 
Market Seller of the generating unit of written notification to the 
Market Monitoring Unit and the Office of the Interconnection, at 
least one business day prior to the commencement of the 
exception, and shall automatically commence and terminate on 
the dates specified in such notification, which must be for a period 
of time lasting 30 days or less, unless the termination date is 
extended pending a request for a period exception or shortened 
due to a change in the physical conditions of the unit such that 
the temporary exception is no longer required. Such Market Seller 
shall provide to the Market Monitoring Unit and the Office of the 
Interconnection within three days following the commencement of 
the temporary exception its documentation explaining in detail the 
reasons for the temporary exception, and shall also respond to 
additional requests for information from the Market Monitoring 
Unit and the Office of the Interconnection within three Bbusiness 
Ddays after such request.  Failure to provide a timely response 
to such request for additional information shall cause the 
temporary exception to terminate the following day. The Market 
Seller shall notify the Office of the Interconnection and the Market 
Monitoring Unit in writing of an early termination of a temporary 
exception due to changed physical conditions by no later than 
one business day prior to the early termination date.  A temporary 
exception may only be requested one-time for the same physical 
or actual constraint since an operational constraint that may occur 
more than once should be the subject of a period exception 
request rather than multiple temporary exception requests. 

 
. . .  
 

that are being proposed to Tariff, 
Attachment K-Appendix, section 6.6 were 
based on the version of that Tariff section 
that was effective prior to FERC’s 
acceptance of the revisions PJM submitted 
to Tariff, Attachment K-Appendix, section 
6.6, and the identical provisions of 
Operating Agreement, Schedule 1, section 
6.6, in a filing in Docket No. ER16-2533-
000 on September 1, 2016, and accepted 
by the Commission on October 31, 2016, 
that incorporated additional “business day” 
references into the provisions.  After that 
filing was accepted by the Commission, 
PJM inadvertently neglected to update the 
Tariff section in the revisions it discussed 
with stakeholders.  Therefore, the revisions 
reflected herein were not presented to 
stakeholders for review and endorsement.  
Nevertheless, since these revisions are 
consistent with stakeholders’ endorsement 
of the other identical revisions in Tariff, 
Attachment K-Appendix, section 6.6, to 
change “business day” to “Business Day” 
in this filing, for the same rationale as the 
other identical changes were made, PJM is 
including them in the filing assuming no 
stakeholder would object since no 
stakeholder objected to the other identical 
changes made. 
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Modification of Temporary Exceptions. If, prior to the scheduled 
termination date the Market Seller determines that the temporary 
exception must persist for more than 30 days and the Market 
Seller wants to extend the period for which the exception applies, 
or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the February 28 deadline for 
submitting such requests and the Market Seller has submitted a 
temporary exception request, it must submit to the Market 
Monitoring Unit and the Office of the Interconnection a written 
request to modify the temporary exception to become a period 
exception or a persistent exception, and provide detailed 
documentation explaining the reasons for the requested 
modification of the temporary exception.  Market Sellers shall 
supply for each generating unit the required historical unit 
operating data in support of the period or persistent exception 
request, and if the exception requested is based on new physical 
operating limits for the unit for which some or all historical 
operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the 
unit to support the requested parameters.  Such Market Seller 
shall respond to additional requests for information from the 
Market Monitoring Unit and the Office of the Interconnection 
within three business days after such request.  Such request shall 
be reviewed by the Market Monitoring Unit and must be evaluated 
by the Office of the Interconnection using the same standard 
utilized to evaluate period exception and persistent exception 
requests.  Per Section II.B of Attachment M-Appendix, the Market 
Monitoring Unit shall evaluate the modification request and 
provide its determination of whether the request raises market 
power concerns, and, if so, any modifications that would alleviate 
those concerns, to the Market Seller, with a copy to Office of the 

Modification of Temporary Exceptions. If, prior to the scheduled 
termination date the Market Seller determines that the temporary 
exception must persist for more than 30 days and the Market 
Seller wants to extend the period for which the exception applies, 
or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the February 28 deadline for 
submitting such requests and the Market Seller has submitted a 
temporary exception request, it must submit to the Market 
Monitoring Unit and the Office of the Interconnection a written 
request to modify the temporary exception to become a period 
exception or a persistent exception, and provide detailed 
documentation explaining the reasons for the requested 
modification of the temporary exception.  Market Sellers shall 
supply for each generating unit the required historical unit 
operating data in support of the period or persistent exception 
request, and if the exception requested is based on new physical 
operating limits for the unit for which some or all historical 
operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the 
unit to support the requested parameters.  Such Market Seller 
shall respond to additional requests for information from the 
Market Monitoring Unit and the Office of the Interconnection 
within three Bbusiness Ddays after such request.  Such request 
shall be reviewed by the Market Monitoring Unit and must be 
evaluated by the Office of the Interconnection using the same 
standard utilized to evaluate period exception and persistent 
exception requests.  Per Section II.B of Attachment M-Appendix, 
the Market Monitoring Unit shall evaluate the modification request 
and provide its determination of whether the request raises 
market power concerns, and, if so, any modifications that would 
alleviate those concerns, to the Market Seller, with a copy to 
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Interconnection, by no later than 15 business days from the date 
of the modification request.  The Office of the Interconnection 
shall provide its determination whether the request complies with 
the Tariff and Manuals by no later than 20 business days from the 
date of the modification request. A temporary exception shall be 
extended and shall not terminate until the date on which the 
Office of the Interconnection issues its determination of the 
modification request.  
 

Office of the Interconnection, by no later than 15 Bbusiness 
Ddays from the date of the modification request.  The Office of 
the Interconnection shall provide its determination whether the 
request complies with the Tariff and Manuals by no later than 20 
Bbusiness Ddays from the date of the modification request. A 
temporary exception shall be extended and shall not terminate 
until the date on which the Office of the Interconnection issues its 
determination of the modification request.  
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1. Definitions 
 
Unless the context otherwise specifies or requires, capitalized terms used in this PJM Tariff shall 
have the respective meanings assigned herein or in the Schedules hereto, or in the PJM Operating 
Agreement or RAA if not otherwise defined in this PJM Tariff, for all purposes of this PJM 
Tariff (such definitions to be equally applicable to both the singular and the plural forms of the 
terms defined). Unless otherwise specified, all references herein to sections, Schedules, Exhibits 
or Appendices are to sections, Schedules, Exhibits or Appendices of this Agreement.  As used in 
this Agreement  
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Definitions – A - B 
 
Abnormal Condition: 
 
“Abnormal Condition” shall mean any condition on the Interconnection Facilities which, 
determined in accordance with Good Utility Practice, is: (i) outside normal operating parameters 
such that facilities are operating outside their normal ratings or that reasonable operating limits 
have been exceeded; and (ii) could reasonably be expected to materially and adversely affect the 
safe and reliable operation of the Interconnection Facilities; but which, in any case, could 
reasonably be expected to result in an Emergency Condition.  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, standing alone, constitute an Abnormal Condition. 
 
Acceleration Request: 
 
“Acceleration Request” shall mean a request pursuant to Operating Agreement, Schedule 1, 
section 1.9.4A, and the parallel provisions of Tariff, Attachment K-Appendix, to accelerate or 
reschedule a transmission outage scheduled pursuant to Operating Agreement, Schedule 1, 
sections 1.9.2 or 1.9.4, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Additional Day-ahead Scheduling Reserves Requirement: 
 
“Additional Day-ahead Scheduling Reserves Requirement” shall mean the portion of the Day-
ahead Scheduling Reserves Requirement that is required in addition to the Base Day-ahead 
Scheduling Reserves Requirement to ensure adequate resources are procured to meet real-time 
load and operational needs, as specified in the PJM Manuals. 
 
Affected System: 
 
“Affected System” shall mean an electric system other than the Transmission Provider’s 
Transmission System that may be affected by a proposed interconnection or on which a proposed 
interconnection or addition of facilities or upgrades may require modifications or upgrades to the 
Transmission System. 
 
Affected System Operator: 
 
“Affected System Operator” shall mean an entity that operates an Affected System or, if the 
Affected System is under the operational control of an independent system operator or a regional 
transmission organization, such independent entity. 
 
Affiliate: 
 
”Affiliate” shall mean any two or more entities, one of which controls the other or that are under 
common control.  “Control” shall mean the possession, directly or indirectly, of the power to 
direct the management or policies of an entity.  Ownership of publicly-traded equity securities of 
another entity shall not result in control or affiliation for purposes of the Tariff or Operating 
Agreement if the securities are held as an investment, the holder owns (in its name or via 
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intermediaries) less than 10 percent of the outstanding securities of the entity, the holder does not 
have representation on the entity’s board of directors (or equivalent managing entity) or vice 
versa, and the holder does not in fact exercise influence over day-to-day management decisions.  
Unless the contrary is demonstrated to the satisfaction of the Members Committee, control shall 
be presumed to arise from the ownership of or the power to vote, directly or indirectly, ten 
percent or more of the voting securities of such entity. 
 
Agreements: 
 
“Agreements” shall mean the Amended and Restated Operating Agreement of PJM 
Interconnection, L.L.C., the PJM Open Access Transmission Tariff, the Reliability Assurance 
Agreement, and/or other agreements between PJM Interconnection, L.L.C. and its Members. 
 
Ancillary Services: 
 
“Ancillary Services” shall mean those services that are necessary to support the transmission of 
capacity and energy from resources to loads while maintaining reliable operation of the 
Transmission Provider’s Transmission System in accordance with Good Utility Practice. 
 
Annual Demand Resource: 
 
“Annual Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Annual Energy Efficiency Resource: 

 
“Annual Energy Efficiency Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Annual Resource:  
 
“Annual Resource” shall mean a Generation Capacity Resource, an Annual Energy Efficiency 
Resource or an Annual Demand Resource.  
 
Annual Resource Price Adder:  
 
“Annual Resource Price Adder” shall mean, for Delivery Years starting June 1, 2014 and ending 
May 31, 2017,  an addition to the marginal value of Unforced Capacity and the Extended 
Summer Resource Price Adder as necessary to reflect the price of Annual Resources required to 
meet the applicable Minimum Annual Resource Requirement. 
 
Annual Revenue Rate: 
 
“Annual Revenue Rate” shall mean the rate employed to assess a compliance penalty charge on a 
Curtailment Service Provider under Tariff, Attachment DD, section 11. 
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Annual Transmission Costs: 
 
“Annual Transmission Costs” shall mean the total annual cost of the Transmission System for 
purposes of Network Integration Transmission Service shall be the amount specified in 
Attachment H for each Zone until amended by the applicable Transmission Owner or modified 
by the Commission. 
 
Applicable Laws and Regulations: 
 
“Applicable Laws and Regulations” shall mean all duly promulgated applicable federal, State 
and local laws, regulations, rules, ordinances, codes, decrees, judgments, directives, or judicial or 
administrative orders, permits and other duly authorized actions of any Governmental Authority 
having jurisdiction over the relevant parties, their respective facilities, and/or the respective 
services they provide. 
 
Applicable Regional Entity: 
 
“Applicable Regional Entity” shall mean the Regional Entity for the region in which a Network 
Customer, Transmission Customer, New Service Customer, or Transmission Owner operates. 
 
Applicable Standards: 
 
“Applicable Standards” shall mean the requirements and guidelines of NERC, the Applicable 
Regional Entity, and the Control Area in which the Customer Facility is electrically located; the 
PJM Manuals; and Applicable Technical Requirements and Standards. 
 
Applicable Technical Requirements and Standards: 
 
“Applicable Technical Requirements and Standards” shall mean those certain technical 
requirements and standards applicable to interconnections of generation and/or transmission 
facilities with the facilities of an Interconnected Transmission Owner or, as the case may be and 
to the extent applicable, of an Electric Distributor, as published by Transmission Provider in a 
PJM Manual provided, however, that, with respect to any generation facilities with maximum 
generating capacity of 2 MW or less (synchronous) or 5 MW or less (inverter-based) for which 
the Interconnection Customer executes a Construction Service Agreement or Interconnection 
Service Agreement on or after March 19, 2005, “Applicable Technical Requirements and 
Standards” shall refer to the “PJM Small Generator Interconnection Applicable Technical 
Requirements and Standards.”  All Applicable Technical Requirements and Standards shall be 
publicly available through postings on Transmission Provider’s internet website. 
 
Applicant: 
 
“Applicant” shall mean an entity desiring to become a PJM Member, or to take Transmission 
Service that has submitted the PJMSettlement credit application, PJMSettlement credit 
agreement and other required submittals as set forth in Tariff, Attachment Q. 
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Application: 
 
“Application” shall mean a request by an Eligible Customer for transmission service pursuant to 
the provisions of the Tariff. 
 
Attachment Facilities: 
 
“Attachment Facilities” shall mean the facilities necessary to physically connect a Customer 
Facility to the Transmission System or interconnected distribution facilities. 
 
Attachment H: 
 
“Attachment H” shall refer collectively to the Attachments to the PJM Tariff with the prefix “H-
” that set forth, among other things, the Annual Transmission Rates for Network Integration 
Transmission Service in the PJM Zones. 
 
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 Operating Agreement, Schedule 1, 
section 7.4, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
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 Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Authorized Government Agency: 
 
“Authorized Government Agency” means a regulatory body or government agency, with 
jurisdiction over PJM, the PJM Market, or any entity doing business in the PJM Market, 
including, but not limited to, the Commission, State Commissions, and state and federal 
attorneys general. 
 
Avoidable Cost Rate: 
 
“Avoidable Cost Rate” shall mean a component of the Market Seller Offer Cap calculated in 
accordance with Tariff, Attachment DD, section 6. 
 
Balancing Congestion Charges: 

 
“Balancing Congestion Charges” shall be equal to the sum of congestion charges collected from 
Market Participants that are purchasing energy in the Real-time Energy Market minus [the sum 
of congestion charges paid to Market Participants that are selling energy in the Real-time 
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Energy Market plus any congestion charges calculated pursuant to the Joint Operating 
Agreement between the Midcontinent Independent Transmission System Operator, Inc. and PJM 
Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any congestion charges 
calculated pursuant to the the Joint Operating Agreement Among and Between New York 
Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 
No. 45), plus any congestion charges calculated pursuant to agreements between the Office of 
the Interconnection and other entities, as applicable)]. 
 
Balancing Ratio: 
 
“Balancing Ratio” shall have the meaning provided in Tariff, Attachment DD, section 10A. 
 
Base Capacity Demand Resource:  
 
“Base Capacity Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Base Capacity Demand Resource Constraint: 
 
“Base Capacity Demand Resource Constraint” for the PJM Region or an LDA, shall mean, for 
the 2018/2019 and 2019/2020 Delivery Years, the maximum Unforced Capacity amount, 
determined by PJM, of Base Capacity Demand Resources and Base Capacity Energy Efficiency 
Resources that is consistent with the maintenance of reliability.  As more fully set forth in the 
PJM Manuals, PJM calculates the Base Capacity Demand Resource Constraint for the PJM 
Region or an LDA, by first determining a reference annual loss of load expectation (“LOLE”) 
assuming no Base Capacity Resources, including no Base Capacity Demand Resources or Base 
Capacity Energy Efficiency Resources.  The calculation for the PJM Region uses a daily 
distribution of loads under a range of weather scenarios (based on the most recent load forecast 
and iteratively shifting the load distributions to result in the Installed Reserve Margin established 
for the Delivery Year in question) and a weekly capacity distribution (based on the cumulative 
capacity availability distributions developed for the Installed Reserve Margin study for the 
Delivery Year in question).  The calculation for each relevant LDA uses a daily distribution of 
loads under a range of weather scenarios (based on the most recent load forecast for the Delivery 
Year in question) and a weekly capacity distribution (based on the cumulative capacity 
availability distributions developed for the Installed Reserve Margin study for the Delivery Year 
in question).  For the relevant LDA calculation, the weekly capacity distributions are adjusted to 
reflect the Capacity Emergency Transfer Limit for the Delivery Year in question. 
 
For both the PJM Region and LDA analyses, PJM then models the commitment of varying 
amounts of Base Capacity Demand Resources and Base Capacity Energy Efficiency Resources 
(displacing otherwise committed generation) as interruptible from June 1 through September 30 
and unavailable the rest of the Delivery Year in question and calculates the LOLE at each DR 
and EE level.  The Base Capacity Demand Resource Constraint is the combined amount of Base 
Capacity Demand Resources and Base Capacity Energy Efficiency Resources, stated as a 
percentage of the unrestricted annual peak load, that produces no more than a five percent 
increase in the LOLE, compared to the reference value.  The Base Capacity Demand Resource 
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Constraint shall be expressed as a percentage of the forecasted peak load of the PJM Region or 
such LDA and is converted to Unforced Capacity by multiplying [the reliability target 
percentage] times [the Forecast Pool Requirement] times [the forecasted peak load of the PJM 
Region or such LDA, reduced by the amount of load served under the FRR Alternative]. 
 
Base Capacity Demand Resource Price Decrement: 
 
“Base Capacity Demand Resource Price Decrement” shall mean, for the 2018/2019 and 
2019/2020 Delivery Years, a difference between the clearing price for Base Capacity Demand 
Resources and Base Capacity Energy Efficiency Resources and the clearing price for Base 
Capacity Resources and Capacity Performance Resources, representing the cost to procure 
additional Base Capacity Resources or Capacity Performance Resources out of merit order when 
the Base Capacity Demand Resource Constraint is binding. 
 
Base Capacity Energy Efficiency Resource: 
 
“Base Capacity Energy Efficiency Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Base Capacity Resource:  
 
“Base Capacity Resource” shall mean a Capacity Resource as described in Tariff, Attachment 
DD, section 5.5A(b). 
 
Base Capacity Resource Constraint: 
 
“Base Capacity Resource Reliability Constraint” for the PJM Region or an LDA, shall mean, for 
the 2018/2019 and 2019/2020 Delivery Years, the maximum Unforced Capacity amount, 
determined by PJM, of Base Capacity Resources, including Base Capacity Demand Resources 
and Base Capacity Energy Efficiency Resources, that is consistent with the maintenance of 
reliability.  As more fully set forth in the PJM Manuals, PJM calculates the above Base Capacity 
Resource Constraint for the PJM Region or an LDA, by first determining a reference annual loss 
of load expectation (“LOLE”) assuming no Base Capacity Resources, including no Base 
Capacity Demand Resources or Base Capacity Energy Efficiency Resources.  The calculation for 
the PJM Region uses the weekly load distribution from the Installed Reserve Margin study for 
the Delivery Year in question (based on the most recent load forecast and iteratively shifting the 
load distributions to result in the Installed Reserve Margin established for the Delivery Year in 
question) and a weekly capacity distribution (based on the cumulative capacity availability 
distributions developed for the Installed Reserve Margin study for the Delivery Year in 
question).  The calculation for each relevant LDA uses a weekly load distribution (based on the 
Installed Reserve Margin study and the most recent load forecast for the Delivery Year in 
question) and a weekly capacity distribution (based on the cumulative capacity availability 
distributions developed for the Installed Reserve Margin study for the Delivery Year in 
question).  For the relevant LDA calculation, the weekly capacity distributions are adjusted to 
reflect the Capacity Emergency Transfer Limit for the Delivery Year in question.  Additionally, 
for the PJM Region and relevant LDA calculation, the weekly capacity distributions are adjusted 
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to reflect winter ratings. 
 
For both the PJM Region and LDA analyses, PJM models the commitment of an amount of Base 
Capacity Demand Resources and Base Capacity Energy Efficiency Resources equal to the Base 
Capacity Demand Resource Constraint (displacing otherwise committed generation).  PJM then 
models the commitment of varying amounts of Base Capacity Resources (displacing otherwise 
committed generation) as unavailable during the peak week of winter and available the rest of 
the Delivery Year in question and calculates the LOLE at each Base Capacity Resource level.  
The Base Capacity Resource Constraint is the combined amount of Base Capacity Demand 
Resources, Base Capacity Energy Efficiency Resources and Base Capacity Resources, stated as a 
percentage of the unrestricted annual peak load, that produces no more than a ten percent 
increase in the LOLE, compared to the reference value.  The Base Capacity Resource Constraint 
shall be expressed as a percentage of the forecasted peak load of the PJM Region or such LDA 
and is converted to Unforced Capacity by multiplying [the reliability target percentage] times 
[one minus the pool-wide average EFORd] times [the forecasted peak load of the PJM Region or 
such LDA, reduced by the amount of load served under the FRR Alternative]. 
“Base Capacity Resource Price Decrement” shall mean, for the 2018/2019 and 2019/2020 
Delivery Years, a difference between the clearing price for Base Capacity Resources and the 
clearing price for Capacity Performance Resources, representing the cost to procure additional 
Capacity Performance Resources out of merit order when the Base Capacity Resource Constraint 
is binding.   
 
Base Capacity Resource Price Decrement: 
 
“Base Capacity Resource Price Decrement” shall mean, for the 2018/2019 and 2019/2020 
Delivery Years, a difference between the clearing price for Base Capacity Resources and the 
clearing price for Capacity Performance Resources, representing the cost to procure additional 
Capacity Performance Resources out of merit order when the Base Capacity Resource Constraint 
is binding. 
 
Base Day-ahead Scheduling Reserves Requirement: 
 
“Base Day-ahead Scheduling Reserves Requirement” shall mean the thirty-minute reserve 
requirement for the PJM Region established consistent with the Applicable Standards, plus any 
additional thirty-minute reserves scheduled in response to an RTO-wide Hot or Cold Weather 
Alert or other reasons for conservative operations. 
 
Base Load Generation Resource 
 
“Base Load Generation Resource” shall mean a Generation Capacity Resource that operates at 
least 90 percent of the hours that it is available to operate, as determined by the Office of the 
Interconnection in accordance with the PJM Manuals. 
 
Base Offer Segment: 
 
“Base Offer Segment” shall mean a component of a Sell Offer based on an existing Generation 
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Capacity Resource, equal to the Unforced Capacity of such resource, as determined in 
accordance with the PJM Manuals.  If the Sell Offers of multiple Market Sellers are based on a 
single Existing Generation Capacity Resource, the Base Offer Segments of such Market Sellers 
shall be determined pro rata based on their entitlements to Unforced Capacity from such 
resource. 
 
Base Residual Auction:  
 
“Base Residual Auction” shall mean the auction conducted three years prior to the start of the 
Delivery Year to secure commitments from Capacity Resources as necessary to satisfy any 
portion of the Unforced Capacity Obligation of the PJM Region not satisfied through Self-
Supply. 
 
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. 
 
Behind The Meter Generation: 
 
“Behind The Meter Generation” shall refer to a generation unit that delivers energy to load 
without using the Transmission System or any distribution facilities (unless the entity that owns 
or leases the distribution facilities has consented to such use of the distribution facilities and such 
consent has been demonstrated to the satisfaction of the Office of the Interconnection); provided, 
however, that Behind The Meter Generation does not include (i) at any time, any portion of such 
generating unit’s capacity that is designated as a Generation Capacity Resource; or (ii) in an 
hour, any portion of the output of such generating unit[s] that is sold to another entity for 
consumption at another electrical location or into the PJM Interchange Energy Market. 
 
Black Start Service: 
 
“Black Start Service” shall mean the capability of generating units to start without an outside 
electrical supply or the demonstrated ability of a generating unit with a high operating factor 
(subject to Transmission Provider concurrence) to automatically remain operating at reduced 
levels when disconnected from the grid. 
 
Breach: 
 
“Breach” shall mean the failure of a party to perform or observe any material term or condition 
of Tariff, Part IV or Part VI, or any agreement entered into thereunder as described in the 
relevant provisions of such agreement. 
 
Breaching Party: 
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“Breaching Party” shall mean a party that is in Breach of Tariff, Part IV or Part VI and/or an 
agreement entered into thereunder. 
 
Business Day: 
 
“Business Day” shall mean a day in which the Federal Reserve System is open for business and 
is not a scheduled PJM holiday. 
 
Buy Bid: 
 
“Buy Bid” shall mean a bid to buy Capacity Resources in any Incremental Auction. 
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Definitions – C-D 
 
Canadian Guaranty: 
 
“Canadian Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 
that is domiciled in Canada, and meets all of the provisions of Tariff, Attachment Q. 
 
Cancellation Costs: 
 
“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 
of supplier and contractor written orders and agreements entered into to design, construct and 
install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 
and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 
Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 
any or all of such facilities which have been installed, to the extent required for the Transmission 
Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 
IV and/or Part VI. 
 
Capacity: 
 
“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 
or similar such requirements as may be established. 
 
Capacity Emergency Transfer Limit: 
 
“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 
Reliability Assurance Agreement. 
 
Capacity Emergency Transfer Objective: 
 
“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 
Reliability Assurance Agreement. 
 
Capacity Export Transmission Customer: 
 
“Capacity Export Transmission Customer” shall mean a customer taking point to point 
transmission service under Tariff, Part II to export capacity from a generation resource located in 
the PJM Region that has qualified for an exception to the RPM must-offer requirement as 
described in Tariff, Attachment DD, section 6.6(g). 
 
Capacity Import Limit: 
 
“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Capacity Interconnection Rights: 
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“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 
Capacity Resource into the Transmission System at the Point of Interconnection where the 
generating facilities connect to the Transmission System. 
 
Capacity Market Buyer: 
 
“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 
any Incremental Auction.   
 
Capacity Market Seller: 
 
“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 
control the output or load reduction capability of, a Capacity Resource, that has not transferred 
such authority to another entity, and that offers such resource in the Base Residual Auction or an 
Incremental Auction. 
 
Capacity Performance Resource: 
 
“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 
Attachment DD, section 5.5A(a). 
 
Capacity Performance Transition Incremental Auction: 
 
“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 
Tariff, Attachment DD, section 5.14D. 
 
Capacity Resource: 
 
“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Capacity Resource Clearing Price: 
 
“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 
offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 
Tariff, Attachment DD, section 5.  
 
Capacity Storage Resource: 
 
“Capacity Storage Resource” shall mean any hydroelectric power plant, flywheel, battery 
storage, or other such facility solely used for short term storage and injection of energy at a later 
time to participate in the PJM energy and/or Ancillary Services markets and which participates in 
the Reliability Pricing Model. 
 
Capacity Transfer Right: 
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“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a Locational 
Deliverability Area, to receive payments, based on the transmission import capability into such 
Locational Deliverability Area, that offset, in whole or in part, the charges attributable to the 
Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a Locational 
Delivery Area. 
 
Capacity Transmission Injection Rights: 
 
“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 
deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 
Transmission System. Capacity Transmission Injection Rights may be awarded only to a 
Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control area. Deliveries scheduled using 
Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 
Transmission Service or, if coupled with a generating unit external to the PJM Region that 
satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 
Rights. 
 
Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc. 
 
Cold/Warm/Hot Start-up Time: 
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 
engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup. 
 
Cold Weather Alert: 
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“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions. 
 
Collateral: 
 
“Collateral” shall be a cash deposit, including any interest, or letter of credit in an amount and 
form determined by and acceptable to PJMSettlement, provided by a Participant to 
PJMSettlement as security in order to participate in the PJM Markets or take Transmission 
Service. 
 
Collateral Call: 
 
“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 
payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q. 
 
Commencement Date: 
 
“Commencement Date” shall mean the date on which Interconnection Service commences in 
accordance with an Interconnection Service Agreement. 
 
Commission: 
 
“Commission” shall mean the Federal Energy Regulatory Commission or FERC. 
 
Completed Application: 
 
“Completed Application” shall mean an application that satisfies all of the information and other 
requirements of the Tariff, including any required deposit. 
 
Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 
that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 
Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 
2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 
same locational price separation in the Base Residual Auction, the same locational price 
separation in the First Incremental Auction, the same locational price separation in the Second 
Incremental Auction, or the same locational price separation in the Third Incremental Auction. 
 
Conditional Incremental Auction: 
 
“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 
Year if and when necessary to secure commitments of additional capacity to address reliability 
criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 
in the Base Residual Auction for such Delivery Year. 
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CONE Area: 
 
“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 
any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 
5.10(a)(iv)(B).  
 
Confidential Information: 
 
“Confidential Information” shall mean any confidential, proprietary, or trade secret information 
of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 
relating to the present or planned business of a New Service Customer, Transmission Owner, or 
other Interconnection Party or Construction Party, which is designated as confidential by the 
party supplying the information, whether conveyed verbally, electronically, in writing, through 
inspection, or otherwise, and shall include, without limitation, all information relating to the 
producing party’s technology, research and development, business affairs and pricing, and any 
information supplied by any New Service Customer, Transmission Owner, or other 
Interconnection Party or Construction Party to another such party prior to the execution of an 
Interconnection Service Agreement or a Construction Service Agreement. 
 
Congestion Price: 
 
“Congestion Price” shall mean the congestion component of the 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 Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Consolidated Transmission Owners Agreement: 
 
“Consolidated Transmission Owners Agreement” shall mean the certain Consolidated 
Transmission Owners Agreement dated as of December 15, 2005, by and among the 
Transmission Owners and by and between the Transmission Owners and PJM Interconnection, 
L.L.C. 
 
Constructing Entity: 
 
“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 
depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 
applicable Construction Service Agreement; this term shall also be used to refer to an 
Interconnection Customer with respect to the construction of the Customer Interconnection 
Facilities. 
 
Construction Party: 
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“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 
Parties” shall mean all of the Parties to a Construction Service Agreement. 
 
Construction Service Agreement: 
 
“Construction Service Agreement” shall mean either an Interconnection Construction Service 
Agreement or an Upgrade Construction Service Agreement. 
 
Control Area: 
 
“Control Area” shall mean an electric power system or combination of electric power systems to 
which a common automatic generation control scheme is applied in order to: 
 
 (1) match, at all times, the power output of the generators within the electric power 
system(s) and capacity and energy purchased from entities outside the electric power system(s), 
with the load within the electric power system(s); 
 
 (2) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
 
 (3) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice; and 
 
 (4) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
 
Control Zone: 
 
“Control Zone” shall have the meaning given in the Operating Agreement. 
 
Controllable A.C. Merchant Transmission Facilities: 
 
“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 
employ technology which Transmission Provider reviews and verifies will permit control of 
the amount and/or direction of power flow on such facilities to such extent as to effectively 
enable the controllable facilities to be operated as if they were direct current transmission 
facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 
IV and Part VI. 
 
Coordinated External Transaction: 
 
“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix. 
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Coordinated Transaction Scheduling: 
 
“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Corporate Guaranty: 
 
“Corporate Guaranty” shall mean a legal document used by an entity to guaranty the obligations 
of another entity. 
 
Cost of New Entry: 
 
“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 
as determined in accordance with Tariff, Attachment DD, section 5. 
 
Costs: 
 
As used in Tariff, Part IV, Part VI and related attachments, “Costs” shall mean costs and 
expenses, as estimated or calculated, as applicable, including, but not limited to, capital 
expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 
Incidental Expenses. 
 
Counterparty:  
 
“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 
and not as an agent, to an agreement or transaction with a Market Participant or other entities, 
including the agreements and transactions with customers regarding transmission service and 
other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 
be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s self-
supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to the 
Office of the Interconnection to the extent that energy serves that Member’s own . 
 
Credit Available for Export Transactions: 
 
“Credit Available for Export Transactions” shall mean a designation of credit to be used for 
Export Transactions that is allocated by each Market Participant from its Credit Available for 
Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 
Transactions accordingly. 
 
Credit Available for Virtual Transactions: 
 
“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 
Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 
Market Activity requirement plus available credit submitted above that amount, less any unpaid 
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billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 
PJMSettlement to the Market Participant, less any applicable credit required for Minimum 
Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 
defined in Tariff, Attachment Q. 
 
Credit Breach: 
 
“Credit Breach” shall mean the status of a Participant that does not currently meet the 
requirements of Tariff, Attachment Q or other provisions of the Agreements. 
 
Credit-Limited Offer: 
 
“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 
RPM Auction subject to a maximum credit requirement specified by such Market Participant. 
 
Credit Score: 
  
“Credit Score” shall mean a composite numerical score scaled from 0-100 as calculated by 
PJMSettlement that incorporates various predictors of creditworthiness. 
 
CTS Enabled Interface: 
 
“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”), designated in Schedule A to the Joint Operating Agreement 
Among and Between New York Independent System Operator Inc. and PJM Interconnection, 
L.L.C. (PJM Rate Schedule FERC No. 45). 
 
CTS Interface Bid: 
 
“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Curtailment: 
 
“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 
transfer capability shortage as a result of system reliability conditions. 
 
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, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand. 
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Customer Facility: 
 
“Customer Facility” shall mean generation facilities or Merchant Transmission Facilities 
interconnected with or added to the Transmission System pursuant to an Interconnection Request 
under Subparts A of Tariff, Part IV. 
 
Customer-Funded Upgrade: 
 
“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 
Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 
an Eligible Customer pursuant to Tariff, section 217, or (ii) is voluntarily undertaken by a New 
Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local Upgrade 
or Merchant Network Upgrade or other transmission expansion or enhancement shall be a 
Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate base 
of a public utility on which a regulated return is earned. 
 
Customer Interconnection Facilities: 
 
“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 
controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 
side of the Point of Interconnection identified in the appropriate appendices to the 
Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 
including any modifications, additions, or upgrades made to such facilities and equipment, that 
are necessary to physically and electrically interconnect the Customer Facility with the 
Transmission System. 
 
Daily Deficiency Rate: 
 
“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 
Tariff, Attachment DD, sections 7, 8, 9, or 13. 
 
Daily Unforced Capacity Obligation: 
 
“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with  Reliability Assurance 
Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 
8.1. 
 
Day-ahead Congestion Price: 
 
“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market. 
 
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 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Energy Market Injection Congestion Credits: 
 
“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 
paid to Market Participants for supply transactions in the Day-ahead Energy Market including 
generation schedules, Increment Offers, Up-to Congestion Transactions and import transactions. 
 
Day-ahead Energy Market Transmission Congestion Charges: 
 
“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of 
Day-ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead 
Energy Market Injection Congestion Credits plus any congestion charges calculated pursuant to 
the Joint Operating Agreement between the Midcontinent Independent Transmission System 
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any 
congestion charges calculated pursuant to the Joint Operating Agreement Among and Between 
New York Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate 
Schedule FERC No. 45), plus any congestion charges calculated pursuant to agreements 
between the Office of the Interconnection and other entities, as applicable)]. 
 
Day-ahead Energy Market Withdrawal Congestion Charges: 
 
“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 
charges collected from Market Participants for withdrawal transactions in the Day-ahead 
Energy Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 
Transactions and Export Transactions. 
 
Day-ahead Loss Price: 
 
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 
 
Day-ahead Prices: 
 
“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market. 
 
Day-ahead Scheduling Reserves: 
 
“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 
ReliabilityFirst Corporation and SERC. 
 
Day-ahead Scheduling Reserves Market: 
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“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 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Scheduling Reserves Requirement: 
 
“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 
Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement. 
 
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. 
 
Day-ahead System Energy Price: 
 
“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market. 
 
Deactivation: 
 
“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 
Part V. 
 
Deactivation Avoidable Cost Credit: 
 
“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 
to Tariff, section 114. 
 
Deactivation Avoidable Cost Rate: 
 
“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 
section 115 of this Tariff. 
 
Deactivation Date: 
 
“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 
or mothballed and ceases to operate. 
 
Decrement Bid: 
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“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market. 
 
Default: 
 
As used in the Interconnection Service Agreement and Construction Service Agreement, 
“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 
applicable provisions of an Interconnection Service Agreement or Construction Service 
Agreement. 
 
Delivering Party: 
 
“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 
Point(s) of Receipt. 
 
Delivery Year: 
 
“Delivery Year”  shall mean the Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, , or pursuant to an FRR 
Capacity Plan under Reliability Assurance Agreement, Schedule 8.1. 
 
Demand Bid: 
 
“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.   
 
Demand Bid Limit: 
 
“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Demand Bid Screening: 
 
“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 
pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix. 
 
Demand Resource: 
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“Demand Resource” shall mean a resource with the capability to provide a reduction in demand. 
 
Demand Resource Factor or DR Factor: 
 
“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Designated Agent: 
 
“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 
Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 
Customer required under the Tariff. 
 
Designated Entity: 
 
“Designated Entity” shall have the same meaning provided in the Operating Agreement. 
 
Direct Assignment Facilities: 
 
“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 
for the sole use/benefit of a particular Transmission Customer requesting service under the 
Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs 
service to the Transmission Customer and shall be subject to Commission approval. 
 
Direct Load Control: 
 
“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions. 
 
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. 
 
Dynamic Schedule: 
 
“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement. 
 
Dynamic Transfer: 
 
“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement. 
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Definitions – E - F 
 
Economic-based Enhancement or Expansion: 
 
“Economic-based Enhancement or Expansion” shall have the same meaning provided in the 
Operating Agreement. 
 
Economic Load Response Participant: 
 
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies 
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff, 
Attachment K-Appendix, to participate in the PJM Interchange Energy Market and/or Ancillary 
Services markets through reductions in demand. 
 
Economic Maximum: 
 
“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM 
market systems by a Market Participant, that a unit can achieve while following economic 
dispatch.   
 
Effective FTR Holder: 
 
“Effective FTR Holder” shall mean: 
 

(i) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or 
electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with 
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common 
ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or 
indirectly, the management or policies of the FTR Holder; or  

 
(ii) For an FTR Holder that is a publicly traded company including a wholly owned 
subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate, 
subsidiary or parent of the FTR Holder, any other PJM Member has over 10% common 
ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to 
influence, directly or indirectly, the management or policies of the FTR Holder; or  

 
(iii)  an FTR Holder together with any other PJM Member, including also any Affiliate, 
subsidiary or parent of such other PJM Member, with which it shares common ownership, 
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a 
joint venture). 

 
 
EFORd: 
 
“EFORd” shall have the meaning specified in the PJM Reliability Assurance Agreement. 
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Electrical Distance: 
 
“Electrical Distance” shall mean, for a Generation Capacity Resource geographically located 
outside the metered boundaries of the PJM Region, the measure of distance, based on impedance 
and in accordance with the PJM Manuals, from the Generation Capacity Resource to the PJM 
Region. 
 
Eligible Customer: 
 
“Eligible Customer” shall mean: 
 
(i) 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. 
 
(ii) 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 in Tariff, Part VI, Eligible Customer shall mean only those Eligible 
Customers that have submitted a Completed Application. 
 
Emergency Action: 
 
“Emergency Action” shall mean any emergency action for locational or system-wide capacity 
shortages that either utilizes pre-emergency mandatory load management reductions or other 
emergency capacity, or initiates a more severe action including, but not limited to, a Voltage 
Reduction Warning, Voltage Reduction Action, Manual Load Dump Warning, or Manual Load 
Dump Action. 
 
Emergency Condition: 
 
“Emergency Condition” shall mean 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 
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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. 
 
Emergency Load Response Program: 

“Emergency Load Response Program” shall mean the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during emergency conditions, and is described in Operating Agreement, 
Schedule 1, section 8  and the parallel provisions of Tariff, Attachment K-Appendix.  
 
Energy Efficiency Resource: 
“Energy Efficiency Resource” shall have the meaning specified in the PJM Reliability Assurance 
Agreement. 
 
Energy Market Opportunity Cost: 
 
“Energy Market Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of available run hours 
due to limitations imposed on the unit by Applicable Laws and Regulations, and (b) the 
forecasted future hourly Locational Marginal Price at which the generating unit could run while 
not violating such limitations.  Energy Market Opportunity Cost therefore is the value associated 
with a specific generating unit’s lost opportunity to produce energy during a higher valued period 
of time occurring within the same compliance period, which compliance period is determined by 
the applicable regulatory authority and is reflected in the rules set forth in PJM Manual 15.  
Energy Market Opportunity Costs shall be limited to those resources which are specifically 
delineated in Schedule 2 of the Operating Agreement. 
 
Energy Resource: 
 
“Energy Resource” shall mean a generating facility that is not a Capacity Resource. 
 
Energy Settlement Area: 
 
“Energy Settlement Area” shall mean 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. 
 
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 
Ancillary Services markets as a Market Seller. 
 
Energy Transmission Injection Rights: 
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“Energy Transmission Injection Rights” shall mean 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. 
 
Environmental Laws: 
 
“Environmental Laws” shall mean applicable Laws or Regulations relating to pollution or 
protection of the environment, natural resources or human health and safety. 
 
Environmentally-Limited Resource: 
 
“Environmentally-Limited Resource” shall mean a resource which has a limit on its run hours 
imposed by a federal, state, or other governmental agency that will significantly limit its 
availability, on either a temporary or long-term basis. This includes a resource that is limited by a 
governmental authority to operating only during declared PJM capacity emergencies. 
 
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. 
 
Existing Generation Capacity Resource: 
 
“Existing Generation Capacity Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Export Credit Exposure: 
  
“Export Credit Exposure” is determined for each Market Participant for a given Operating Day, 
and shall mean the sum of credit exposures for the Market Participant’s Export Transactions for 
that Operating Day and for the preceding Operating Day. 
 
Export Nodal Reference Price: 
 
“Export Nodal Reference Price” at each location is the 97th percentile, shall be, the real-time 
hourly integrated price experienced over the corresponding two-month period in the preceding 
calendar year, calculated separately for peak and off-peak time periods.  The two-month time 
periods used in this calculation shall be January and February, March and April, May and June, 
July and August, September and October, and November and December.  
 
Export Transaction: 
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“Export Transaction” shall be a transaction by a Market Participant that results in the transfer of 
energy from within the PJM Control Area to outside the PJM Control Area.  Coordinated 
External Transactions that result in the transfer of energy from the PJM Control Area to an 
adjacent Control Area are one form of Export Transaction.   
 
Export Transaction Price Factor: 
 
“Export Transaction Price Factor” for a prospective time interval shall be the greater of (i) PJM’s 
forecast price for the time interval, if available, or (ii) the Export Nodal Reference Price, but 
shall not exceed the Export Transaction’s dispatch ceiling price cap, if any, for that time interval.  
The Export Transaction Price Factor for a past time interval shall be calculated in the same 
manner as for a prospective time interval, except that the Export Transaction Price Factor may 
use a tentative or final settlement price, as available. If an Export Nodal Reference Price is not 
available for a particular time interval, PJM may use an Export Transaction Price Factor for that 
time interval based on an appropriate alternate reference price. 
 
Export Transaction Screening: 
 
“Export Transaction Screening” shall be the process PJM uses to review the Export Credit 
Exposure of Export Transactions against the Credit Available for Export Transactions, and deny 
or curtail all or a portion of an Export Transaction, if the credit required for such transactions is 
greater than the credit available for the transactions.   
 
Export Transactions Net Activity: 
 
“Export Transactions Net Activity” shall mean the aggregate net total, resulting from Export 
Transactions, of (i) Spot Market Energy charges, (ii) Transmission Congestion Charges, and (iii) 
Transmission Loss Charges, calculated as set forth in Operating Agreement, Schedule 1 and the 
parallel provisions of Tariff, Attachment K-Appendix.  Export Transactions Net Activity may be 
positive or negative. 
 
Extended Primary Reserve Requirement: 
 
“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a 
Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under emergency 
conditions necessary to address operational uncertainty.  The Extended Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals.  
 
Extended Summer Demand Resource:  
 
“Extended Summer Demand Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Extended Summer Resource Price Adder:  
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“Extended Summer Resource Price Adder” shall mean, for Delivery Years through May 31, 
2018, an addition to the marginal value of Unforced Capacity as necessary to reflect the price of 
Annual Resources and Extended Summer Demand Resources required to meet the applicable 
Minimum Extended Summer Resource Requirement. 
 
Extended Synchronized Reserve Requirement: 
 
“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve 
Requirement in a Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under 
emergency conditions necessary to address operational uncertainty. The Extended Synchronized 
Reserve Requirement is calculated in accordance with the PJM Manuals. 
 
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. 
 
External Resource: 
 
“External Resource” shall mean a generation resource located outside the metered boundaries of 
the PJM Region. 
 
Facilities Study: 
 
“Facilities Study” shall be an engineering study conducted by the Transmission Provider (in 
coordination with the affected Transmission Owner(s)) to: (1) determine the required 
modifications to the Transmission Provider’s Transmission System necessary to implement the 
conclusions of the System Impact Study; and (2) complete any additional studies or analyses 
documented in the System Impact Study or required by PJM Manuals, and determine the 
required modifications to the Transmission Provider’s Transmission System based on the 
conclusions of such additional studies.  The Facilities Study shall include the cost and scheduled 
completion date for such modifications, that will be required to provide the requested 
transmission service or to accommodate a New Service 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 Customer Funded Upgrades necessary to accommodate the New Service 
Customer’s New Service Request in accordance with Tariff, Part VI, section 207.  
 
Federal Power Act: 
 
“Federal Power Act” shall mean the Federal Power Act, as amended, 16 U.S.C. §§ 791a, et seq. 
 
FERC: 
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“FERC” shall mean the Federal Energy Regulatory Commission or any successor federal 
agency, commission or department exercising jurisdiction over the Tariff, Operating Agreement 
and Reliability Assurance Agreement. 
 
FERC Market Rules: 
 
 “FERC Market Rules” mean the market behavior rules and the prohibition against electric 
energy market manipulation codified by the Commission in its Rules and Regulations at 18 CFR 
§§ 1c.2 and 35.37, respectively; the Commission-approved PJM Market Rules and any related 
proscriptions or any successor rules that the Commission from time to time may issue, approve 
or otherwise establish.  
 
Final RTO Unforced Capacity Obligation: 
 
“Final RTO Unforced Capacity Obligation” shall mean the capacity obligation for the PJM 
Region, determined in accordance with Schedule 8 of the Reliability Assurance Agreement. 
 
Financial Close: 
 
“Financial Close” shall mean the Capacity Market Seller has demonstrated that the Capacity 
Market Seller or its agent has completed the act of executing the material contracts and/or other 
documents necessary to (1) authorize construction of the project and (2) establish the necessary 
funding for the project under the control of an independent third-party entity.  A sworn, notarized 
certification of an independent engineer certifying to such facts, and that the engineer has 
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be 
sufficient to make such demonstration.  For resources that do not have external financing, 
Financial Close shall mean the project has full funding available, and that the project has been 
duly authorized to proceed with full construction of the material portions of the project by the 
appropriate governing body of the company funding such project.  A sworn, notarized 
certification by an officer of such company certifying to such facts, and that the officer has 
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be 
sufficient to make such demonstration. 
 
Financial Transmission Right: 
 
“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2 and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Obligation: 
 
“Financial Transmission Right Obligation” shall mean a right to receive Transmission 
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the 
parallel provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Option: 
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“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Firm Point-To-Point Transmission Service: 
 
“Firm Point-To-Point Transmission Service” shall mean Transmission Service under the Tariff 
that is reserved and/or scheduled between specified Points of Receipt and Delivery pursuant to 
Tariff, Part II. 
 
Firm Transmission Withdrawal Rights: 
 
“Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy and capacity 
withdrawals from a Point of Interconnection 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. 
 
First Incremental Auction: 
 
“First Incremental Auction” shall mean an Incremental Auction conducted 20 months prior to the 
start of the Delivery Year to which it relates. 
 
Forecast Pool Requirement: 
 
“Forecast Pool Requirement” shall have the meaning specified in the Reliability Assurance 
Agreement.  
 
Foreign Guaranty: 
 
“Foreign Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 
that is domiciled in a foreign country, and meets all of the provisions of Tariff, Attachment Q. 
 
Form 715 Planning Criteria: 
 
“Form 715 Planning Criteria” shall have the same meaning provided in the Operating 
Agreement. 
 
FTR Credit Limit:  
 
“FTR Credit Limit” shall mean the amount of credit established with PJMSettlement that an FTR 
Participant has specifically designated to be used for FTR activity in a specific customer account.  
Any such credit so set aside shall not be considered available to satisfy any other credit 
requirement the FTR Participant may have with PJMSettlement. 
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FTR Credit Requirement: 
 
“FTR Credit Requirement” shall mean the amount of credit that a Participant must provide in 
order to support the FTR positions that it holds and/or for which it is bidding.  The FTR Credit 
Requirement shall not include months for which the invoicing has already been completed, 
provided that PJMSettlement shall have up to two Business Days following the date of the 
invoice completion to make such adjustments in its credit systems.  FTR Credit Requirements 
are calculated and applied separately for each separate customer account. 
 
FTR Flow Undiversified: 
 
“FTR Flow Undiversified” shall have the meaning established in Tariff, Attachment Q, section 
V.G. 
 
FTR Historical Value: 
  
For each FTR for each month, “FTR Historical Value” shall mean  the historical weighted 
average value over three years for the FTR path using the following weightings:  50% - most 
recent year; 30% - second year; 20% - third year.  FTR Historical Values shall be calculated 
separately for on-peak, off-peak, and 24-hour FTRs for each month of the year.  FTR Historical 
Values shall be adjusted by plus or minus ten percent (10%) for cleared counterflow or normal 
flow FTRs, respectively, in order to mitigate exposure due to uncertainty and fluctuations in 
actual FTR value.  
 
FTR Holder: 
 
“FTR Holder” shall mean the PJM Member that has acquired and possesses an FTR. 
 
 
FTR Monthly Credit Requirement Contribution: 
 
For each FTR, for each month, ”FTR Monthly Credit Requirement Contribution” shall mean the 
total FTR cost for the month, prorated on a daily basis, less the FTR Historical Value for the 
month.  For cleared FTRs, this contribution may be negative; prior to clearing, FTRs with 
negative contribution shall be deemed to have zero contribution. 
 
FTR Net Activity: 
  
“FTR Net Activity” shall mean the aggregate net value of the billing line items for auction 
revenue rights credits, FTR auction charges, FTR auction credits, and FTR congestion credits, 
and shall also include day-ahead and balancing/real-time congestion charges up to a maximum 
net value of the sum of the foregoing auction revenue rights credits, FTR auction charges, FTR 
auction credits and FTR congestion credits. 
 
FTR Participant: 
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“FTR Participant” shall mean any Market Participant that provides or is required to provide 
Collateral in order to participate in PJM’s FTR auctions. 
 
FTR Portfolio Auction Value: 
 
“FTR Portfolio Auction Value” shall mean for each customer account of a Market Participant, 
the sum, calculated on a monthly basis, across all FTRs, of the FTR price times the FTR volume 
in MW.  
 
Full Notice to Proceed: 
 
“Full Notice to Proceed” shall mean that all material third party contractors have been given the 
notice to proceed with construction by the Capacity Market Seller or its agent, with a guaranteed 
completion date backed by liquidated damages. 
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Definitions – L – M - N 
 
Limited Demand Resource:  
 
“Limited Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Limited Demand Resource Reliability Target:  
 
“Limited Demand Resource Reliability Target” for the PJM Region or an LDA, shall mean the 
maximum amount of Limited Demand Resources determined by PJM to be consistent with the 
maintenance of reliability, stated in Unforced Capacity that shall be used to calculate the 
Minimum Extended Summer Demand Resource Requirement for Delivery Years through May 
31, 2017 and the Limited Resource Constraint for the 2017/2018 and 2018/2019 Delivery Years 
for the PJM Region or such LDA.  As more fully set forth in the PJM Manuals, PJM calculates 
the Limited Demand Resource Reliability Target by first:  i) testing the effects of the ten-
interruption requirement by comparing possible loads on peak days under a range of weather 
conditions (from the daily load forecast distributions for the Delivery Year in question) against 
possible generation capacity on such days under a range of conditions (using the cumulative 
capacity distributions employed in the Installed Reserve Margin study for the PJM Region and in 
the Capacity Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) 
and, by varying the assumed amounts of DR that is committed and displaces committed 
generation, determines the DR penetration level at which there is a ninety percent probability 
that DR will not be called (based on the applicable operating reserve margin for the PJM Region 
and for the relevant LDAs) more than ten times over those peak days;  ii) testing the six-hour 
duration requirement by calculating the MW difference between the highest hourly unrestricted 
peak load and seventh highest hourly unrestricted peak load on certain high peak load days (e.g., 
the annual peak, loads above the weather normalized peak, or days where load management was 
called) in recent years, then dividing those loads by the forecast peak for those years and 
averaging the result; and (iii) (for the 2016/2017 and 2017/2018 Delivery Years) testing the 
effects of the six-hour duration requirement by comparing possible hourly loads on peak days 
under a range of weather conditions (from the daily load forecast distributions for the Delivery 
Year in question) against possible generation capacity on such days under a range of conditions 
(using a Monte Carlo model of hourly capacity levels that is consistent with the capacity model 
employed in the Installed Reserve Margin study for the PJM Region and in the Capacity 
Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) and, by 
varying the assumed amounts of DR that is committed and displaces committed generation, 
determines the DR penetration level at which there is a ninety percent probability that DR will 
not be called (based on the applicable operating reserve margin for the PJM Region and for the 
relevant LDAs) for more than six hours over any one or more of the tested peak days.  Second, 
PJM adopts the lowest result from these three tests as the Limited Demand Resource Reliability 
Target.  The Limited Demand Resource Reliability Target shall be expressed as a percentage of 
the forecasted peak load of the PJM Region or such LDA and is converted to Unforced Capacity 
by multiplying [the reliability target percentage] times [the Forecast Pool Requirement] times 
[the DR Factor] times [the forecasted peak load of the PJM Region or such LDA, reduced by the 
amount of load served under the FRR Alternative]. 
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Limited Resource Constraint: 
 
“Limited Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR 
Capacity Plans the 2017/2018 and Delivery Years, for the PJM Region or each LDA for which 
the Office of the Interconnection is required under Tariff, Attachment DD, section 5.10(a) to 
establish a separate VRR Curve for a Delivery Year, a limit on the total amount of Unforced 
Capacity that can be committed as Limited Demand Resources for the 2017/2018 Delivery Year 
in the PJM Region or in such LDA, calculated as the Limited Demand Resource Reliability 
Target for the PJM Region or such LDA, respectively, minus the Short Term Resource 
Procurement Target for the PJM Region or such LDA, respectively. 
 
Limited Resource Price Decrement: 
“Limited Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a difference 
between the clearing price for Limited Demand Resources and the clearing price for Extended 
Summer Demand Resources and Annual Resources, representing the cost to procure additional 
Extended Summer Demand Resources or Annual Resources out of merit order when the Limited 
Resource Constraint is binding. 
 
List of Approved Contractors: 
 
“List of Approved Contractors” shall mean a list developed by each Transmission Owner and 
published in a PJM Manual of (a) contractors that the Transmission Owner considers to be 
qualified to install or construct new facilities and/or upgrades or modifications to existing 
facilities on the Transmission Owner’s system, provided that such contractors may include, but 
need not be limited to, contractors that, in addition to providing construction services, also 
provide design and/or other construction-related services, and (b) manufacturers or vendors of 
major transmission-related equipment (e.g., high-voltage transformers, transmission line, circuit 
breakers) whose products the Transmission Owner considers acceptable for installation and use 
on its system. 
 
Load Management: 
 
“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 
Assurance Agreement. 
 
Load Management Event: 
 
“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 
Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 
of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 
temporally contiguous.  
 
Load Ratio Share: 
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“Load Ratio Share” shall mean the ratio of a Transmission Customer’s Network Load to the 
Transmission Provider’s total load. 
 
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. 
 
Load Serving Entity (LSE): 
 
“Load Serving Entity” or “LSE” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Load Shedding: 
 
“Load Shedding” shall mean the systematic reduction of system demand by temporarily 
decreasing load in response to transmission system or area capacity shortages, system instability, 
or voltage control considerations under Tariff, Part II or Part III. 
 
Local Upgrades: 
 
“Local Upgrades” shall mean modifications or additions of facilities to abate any local thermal 
loading, voltage, short circuit, stability or similar engineering problem caused by the 
interconnection and delivery of generation to the Transmission System.  Local Upgrades shall 
include: 
 
 (i) Direct Connection Local Upgrades which are Local Upgrades that only serve the 
Customer Interconnection Facility and have no impact or potential impact on the Transmission 
System until the final tie-in is complete; and  
 
 (ii) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that 
are not Direct Connection Local Upgrades. 
 
Location: 
 
“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 
defined by the relevant electric distribution company account number. 
 
Locational Deliverability Area (LDA): 
 
“Locational Deliverability Area” or “LDA” shall mean a geographic area within the PJM Region 
that has limited transmission capability to import capacity to satisfy such area’s reliability 
requirement, as determined by the Office of the Interconnection in connection with preparation 
of the Regional Transmission Expansion Plan, and as specified in Reliability Assurance 
Agreement, Schedule 10.1. 
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Locational Deliverability Area Reliability Requirement: 
 
“Locational Deliverability Area Reliability Requirement” shall mean the projected internal 
capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer Objective 
for the Delivery Year, as determined by the Office of the Interconnection in connection with 
preparation of the Regional Transmission Expansion Plan, less the minimum internal resources 
required for all FRR Entities in such Locational Deliverability Area. 
 
Locational Price Adder: 
 
“Locational Price Adder” shall mean an addition to the marginal value of Unforced Capacity 
within an LDA as necessary to reflect the price of Capacity Resources required to relieve 
applicable binding locational constraints.  
 
Locational Reliability Charge: 
 
“Locational Reliability Charge” shall have the meaning specified in the Reliability Assurance 
Agreement.  
 
Locational UCAP: 
 
“Locational UCAP” shall mean unforced capacity that a Member with available uncommitted 
capacity sells in a bilateral transaction to a Member that previously committed capacity through 
an RPM Auction but now requires replacement capacity to fulfill its RPM Auction commitment.  
The Locational UCAP Seller retains responsibility for performance of the resource providing 
such replacement capacity.   
 
Locational UCAP Seller: 
 
“Locational UCAP Seller” shall mean a Member that sells Locational UCAP. 
 
Long-lead Project: 
 
“Long-lead Project” shall have the same meaning provided in the Operating Agreement. 
 
Long-Term Firm Point-To-Point Transmission Service: 
 
“Long-Term Firm Point-To-Point Transmission Service” shall mean firm Point-To-Point 
Transmission Service under Tariff, Part II with a term of one year or more. 
 
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 
of increased generation from or consumption by the resource on transmission losses, calculated 



 

Page 38 

as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Manual Load Dump Action: 
 
“Manual Load Dump Action” shall mean an Operating Instruction, as defined by NERC, from 
PJM to shed firm load when the PJM Region cannot provide adequate capacity to meet the PJM 
Region’s load and tie schedules, or to alleviate critically overloaded transmission lines or other 
equipment. 
 
Manual Load Dump Warning: 
 
“Manual Load Dump Warning” shall mean a notification from PJM to warn Members of an 
increasingly critical condition of present operations that may require manually shedding load. 
 
Market Monitor: 
 
“Market Monitor” means the head of the Market Monitoring Unit. 
 
Market Monitoring Unit or MMU: 
 
“Market Monitoring Unit” or “MMU” means the organization that is responsible for 
implementing this Plan, including the Market Monitor. 
 
Market Monitoring Unit Advisory Committee or MMU Advisory Committee: 
 
“Market Monitoring Unit Advisory Committee” or “MMU Advisory Committee” shall mean the 
committee established under Tariff, Attachment M, section III.H. 
 
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. 
 
Market Participant: 
 
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 
Participant, or all three, except when such term is used in Attachment M of the Tariff, in which 
case Market Participant shall mean an entity that generates, transmits, distributes, purchases, or 
sells electricity, ancillary services, or any other product or service provided under the PJM Tariff 
or Operating Agreement within, into, out of, or through the PJM Region, but it shall not include 
an Authorized Government Agency that consumes energy for its own use but does not purchase 
or sell energy at wholesale. 
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Market Seller Offer Cap: 
 
“Market Seller Offer Cap” shall mean a maximum offer price applicable to certain Market 
Sellers under certain conditions, as determined in accordance with Tariff, Attachment DD. 
section 6 and Tariff, Attachment M-Appendix, section II.E.    
 
Market Violation: 
 
“Market Violation” shall mean a tariff violation, violation of a Commission-approved order, rule 
or regulation, market manipulation, or inappropriate dispatch that creates substantial concerns 
regarding unnecessary market inefficiencies, as defined in 18 C.F.R. § 35.28(b)(8). 
 
Material Modification: 
 
“Material Modification” shall mean any modification to an Interconnection Request that has a 
material adverse effect on the cost or timing of Interconnection Studies related to, or any 
Network Upgrades or Local Upgrades needed to accommodate, any Interconnection Request 
with a later Queue Position. 
 
Maximum Daily Starts: 
 
“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 
started in an Operating Day under normal operating conditions. 
 
Maximum Emergency: 
 
“Maximum Emergency” shall mean the designation of all 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. 
 
Maximum Facility Output: 
 
“Maximum Facility Output” shall mean the maximum (not nominal) net electrical power output 
in megawatts, specified in the Interconnection Service Agreement, after supply of any parasitic 
or host facility loads, that a Generation Interconnection Customer’s Customer Facility is 
expected to produce, provided that the specified Maximum Facility Output shall not exceed the 
output of the proposed Customer Facility that Transmission Provider utilized in the System 
Impact Study. 
 
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 
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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. 
 
Maximum Generation Emergency Alert:  
 
“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 
Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 
customers, and regulators that a Maximum Generation Emergency may be declared, for any 
Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 
Market, for all or any part of such Operating Day. 
 
Maximum Run Time: 
 
“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 
the course of an Operating Day, as measured by PJM’s State Estimator. 
 
Maximum Weekly Starts: 
 
“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 
be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 
operating conditions. 
 
Member: 
  
“Member” shall have the meaning provided in the Operating Agreement. 
 
Merchant A.C. Transmission Facilities: 
 
“Merchant A.C. Transmission Facility” shall mean Merchant Transmission Facilities that are 
alternating current (A.C.) transmission facilities, other than those that are Controllable A.C. 
Merchant Transmission Facilities.  
 
Merchant D.C. Transmission Facilities: 
 
“Merchant D.C. Transmission Facilities” shall mean direct current (D.C.) transmission facilities 
that are interconnected with the Transmission System pursuant to Tariff, Part IV and Part VI.  
 
Merchant Network Upgrades: 
 
“Merchant Network Upgrades” shall mean additions to, or modifications or replacements of, 
physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent 
Transmission Interconnection Customer’s Upgrade Request, are part of the Transmission System 
or are included in the Regional Transmission Expansion Plan. 
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Merchant Transmission Facilities: 
 
“Merchant Transmission Facilities” shall mean A.C. or D.C. transmission facilities that are 
interconnected with or added to the Transmission System pursuant to Tariff, Part IV and Part VI 
and that are so identified on Attachment T to the Tariff, provided, however, that Merchant 
Transmission Facilities shall not include (i) any Customer Interconnection Facilities, (ii) any 
physical facilities of the Transmission System that were in existence on or before March 20, 
2003 ; (iii) any expansions or enhancements of the Transmission System that are not identified as 
Merchant Transmission Facilities in the Regional Transmission Expansion Plan and Attachment 
T to the Tariff, or (iv) any transmission facilities that are included in the rate base of a public 
utility and on which a regulated return is earned. 
 
Merchant Transmission Provider: 
 
“Merchant Transmission Provider” shall mean an Interconnection Customer that (1) owns,  
controls, or controls the rights to use the transmission capability of, Merchant D.C. Transmission 
Facilities and/or Controllable A.C. Merchant Transmission Facilities that connect the 
Transmission System with another control area, (2) has elected to receive Transmission Injection 
Rights and Transmission Withdrawal Rights associated with such facility pursuant to Section 36 
of the Tariff, and (3) makes (or will make) the transmission capability of such facilities available 
for use by third parties under terms and conditions approved by the Commission and stated in the 
Tariff, consistent with Tariff, section 38. 
 
Metering Equipment: 
 
“Metering Equipment” shall mean all metering equipment installed at the metering points 
designated in the appropriate appendix to an Interconnection Service Agreement. 
 
Minimum Annual Resource Requirement: 
 
“Minimum Annual Resource Requirement” shall mean, for Delivery Years through May 31, 
2017,   the minimum amount of capacity that PJM will seek to procure from Annual Resources 
for the PJM Region and for each Locational Deliverability Area for which the Office of the 
Interconnection is required under Tariff, Attachment DD, section 5.10(a) to establish a separate 
VRR Curve for such Delivery Year.  For the PJM Region, the Minimum Annual Resource 
Requirement shall be equal to the RTO Reliability Requirement minus [the Sub-Annual 
Resource Reliability Target for the RTO in Unforced Capacity].  For an LDA, the Minimum 
Annual Resource Requirement shall be equal to the LDA Reliability Requirement minus [the 
LDA CETL] minus [the Sub-Annual Resource Reliability Target for such LDA in Unforced 
Capacity]. The LDA CETL may be adjusted pro rata for the amount of load served under the 
FRR Alternative. 
 
Minimum Down Time: 
 
For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 
the minimum number of hours under normal operating conditions between unit shutdown and 
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unit startup, calculated as the shortest time difference between the unit’s generator breaker 
opening and after the unit’s generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 
units, “Minimum Down Time” shall mean the minimum number of hours between the last 
generator breaker opening and after first combustion turbine generator breaker closure, which is 
typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 
 
Minimum Extended Summer Resource Requirement: 
 
“Minimum Extended Summer Resource Requirement” shall mean, for Delivery Years through 
May 31, 2017, the minimum amount of capacity that PJM will seek to procure from Extended 
Summer Demand Resources and Annual Resources for the PJM Region and for each Locational 
Deliverability Area for which the Office of the Interconnection is required under Tariff, 
Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year.  For 
the PJM Region, the Minimum Extended Summer Resource Requirement shall be equal to the 
RTO Reliability Requirement minus [the Limited Demand Resource Reliability Target for the 
PJM Region in Unforced Capacity].  For an LDA, the Minimum Extended Summer Resource 
Requirement shall be equal to the LDA Reliability Requirement minus [the LDA CETL] minus 
[the Limited Demand Resource Reliability Target for such LDA in Unforced Capacity].  The 
LDA CETL may be adjusted pro rata for the amount of load served under the FRR Alternative. 
 
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. 
 
Minimum Participation Requirements: 
 
“Minimum Participation Requirements” shall mean a set of minimum training, risk management, 
communication and capital or collateral requirements required for Participants in the PJM 
Markets, as set forth herein and in the Form of Annual Certification set forth as Tariff, 
Attachment Q, Appendix 1.  Participants transacting in FTRs in certain circumstances will be 
required to demonstrate additional risk management procedures and controls as further set forth 
in the Annual Certification found in Tariff, Attachment Q, Appendix 1. 
 
Minimum Run Time: 
 
For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 
minimum number of hours a unit must run, in real-time operations, from the time after generator 
breaker closure, which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 
State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 
after the first combustion turbine generator breaker closure, which is typically indicated by 
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telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 
breaker opening as measured by PJM’s State Estimator. 
 
MISO: 
 
“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 
thereto. 
 
Multi-Driver Project: 
 
“Multi-Driver Project” shall have the same meaning provided in the Operating Agreement. 
 
Native Load Customers: 
 
“Native Load Customers” shall mean the wholesale and retail power customers of a 
Transmission Owner on whose behalf the Transmission Owner, by statute, franchise, regulatory 
requirement, or contract, has undertaken an obligation to construct and operate the Transmission 
Owner’s system to meet the reliable electric needs of such customers. 
 
NERC: 
 
“NERC” shall mean the North American Electric Reliability Corporation or any successor 
thereto. 
 
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. 
 
Net Benefits Test:  
 
“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 
price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 
resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 
Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 
3.3A.4. 
 
Net Cost of New Entry:   
 
“Net Cost of New Entry” shall mean the Cost of New Entry minus the Net Energy and Ancillary 
Service Revenue Offset. 
 
Net Obligation: 
  



 

Page 44 

“Net Obligation” shall mean the amount owed to PJMSettlement and PJM for purchases from the 
PJM Markets, Transmission Service, (under Tariff, Parts Part II and III , and other services 
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant by 
PJMSettlement as it pertains to monthly market activity and services.  Should other markets be 
formed such that Participants may incur future Obligations in those markets, then the aggregate 
amount of those Obligations will also be added to the Net Obligation. 
 
Net Sell Position: 
  
“Net Sell Position” shall mean the amount of Net Obligation when Net Obligation is negative. 
 
Network Customer: 
 
“Network Customer” shall mean an entity receiving transmission service pursuant to the terms of 
the Transmission Provider’s Network Integration Transmission Service under Tariff, Part III. 
 
Network External Designated Transmission Service: 
 
“Network External Designated Transmission Service” shall have the meaning set forth in Article 
I of the Reliability Assurance Agreement. 
 
Network Integration Transmission Service: 
 
“Network Integration Transmission Service” shall mean the transmission service provided under 
Tariff, Part III. 
 
Network Load: 
 
“Network Load” shall mean the load that a Network Customer designates for Network 
Integration Transmission Service under Tariff, Part III.  The Network Customer’s Network Load 
shall include all load (including losses) served by the output of any Network Resources 
designated by the Network Customer.  A Network Customer may elect to designate less than its 
total load as Network Load but may not designate only part of the load at a discrete Point of 
Delivery.  Where an Eligible Customer has elected not to designate a particular load at discrete 
points of delivery as Network Load, the Eligible Customer is responsible for making separate 
arrangements under Tariff, Part II for any Point-To-Point Transmission Service that may be 
necessary for such non-designated load. 
 
Network Operating Agreement: 
 
“Network Operating Agreement” shall mean an executed agreement that contains the terms and 
conditions under which the Network Customer shall operate its facilities and the technical and 
operational matters associated with the implementation of Network Integration Transmission 
Service under Tariff, Part III. 
 
Network Operating Committee: 
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“Network Operating Committee” shall mean a group made up of representatives from the 
Network Customer(s) and the Transmission Provider established to coordinate operating criteria 
and other technical considerations required for implementation of Network Integration 
Transmission Service under Tariff, Part III.  
 
Network Resource: 
 
“Network Resource” shall mean any designated generating resource owned, purchased, or leased 
by a Network Customer under the Network Integration Transmission Service Tariff.  Network 
Resources do not include any resource, or any portion thereof, that is committed for sale to third 
parties or otherwise cannot be called upon to meet the Network Customer’s Network Load on a 
non-interruptible basis, except for purposes of fulfilling obligations under a reserve sharing 
program. 
 
Network Service User: 
 
“Network Service User” shall mean an entity using Network Transmission Service. 
 
Network Transmission Service: 
 
“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner. 
 
Network Upgrades: 
 
“Network Upgrades” shall mean modifications or additions to transmission-related facilities that 
are integrated with and support the Transmission Provider’s overall Transmission System for the 
general benefit of all users of such Transmission System. Network Upgrades shall include: 
 
 (i) Direct Connection Network Upgrades which are Network Upgrades that only serve 
the Customer Interconnection Facility and have no impact or potential impact on the 
Transmission System until the final tie-in is complete; and 
 
 (ii) Non-Direct Connection Network Upgrades which are parallel flow Network 
Upgrades that are not Direct Connection Network Upgrades. 
 
Neutral Party: 
 
“Neutral Party” shall have the meaning provided in Tariff, Part I, section 9.3(v). 
 
New PJM Zone(s): 
 
“New PJM Zone(s)” shall mean the Zone included in the Tariff, along with applicable Schedules 
and Attachments, for Commonwealth Edison Company, The Dayton Power and Light Company 
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and the AEP East Operating Companies (Appalachian Power Company, Columbus Southern 
Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport 
Power Company, Ohio Power Company and Wheeling Power Company). 
 
New Service Customers: 
 
“New Service Customers” shall mean all customers that submit an Interconnection Request, a 
Completed Application, or an Upgrade Request that is pending in the New Services Queue. 
 
New Service Request: 
 
“New Service Request” shall mean an Interconnection Request, a Completed Application, or an 
Upgrade Request. 
 
New Services Queue: 
 
“New Service Queue” shall mean all Interconnection Requests, Completed Applications, and 
Upgrade Requests that are received within each three-month period ending on January 31, April 
30, July 31, and October 31 of each year shall collectively comprise a New Services Queue. 
 
New Services Queue Closing Date: 
 
“New Services Queue Closing Date” shall mean each January 31, April 30, July 31, and October 
31 shall be the Queue Closing Date for the New Services Queue comprised of Interconnection 
Requests, Completed Applications, and Upgrade Requests received during the three-month 
period ending on such date. 
 
New York ISO or NYISO: 
 
“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 
any successor thereto. 
 
Nodal Reference Price: 
  
The “Nodal Reference Price” at each location shall mean the 97th percentile price differential 
between hourly day-ahead and real-time prices experienced over the corresponding two-month 
reference period in the prior calendar year.   Reference periods will be Jan-Feb, Mar-Apr, May-
Jun, Jul-Aug, Sept-Oct, Nov-Dec.  For any given current-year month, the reference period 
months will be the set of two months in the prior calendar year that include the month 
corresponding to the current month.  For example, July and August 2003 would each use July-
August 2002 as their reference period. 
 
Nominal Rated Capability: 
 
“Nominal Rated Capability” shall mean the nominal maximum rated capability in megawatts of 
a Transmission Interconnection Customer’s Customer Facility or the nominal increase in 
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transmission capability in megawatts of the Transmission System resulting from the 
interconnection or addition of a Transmission Interconnection Customer’s Customer Facility, as 
determined in accordance with pertinent Applicable Standards and specified in the 
Interconnection Service Agreement. 
 
Nominated Demand Resource Value: 
 
“Nominated Demand Resource Value” shall mean the amount of load reduction that a Demand 
Resource commits to provide either through direct load control, firm service level or guaranteed 
load drop programs.  For existing Demand Resources, the maximum Nominated Demand 
Resource Value is limited, in accordance with the PJM Manuals, to the value appropriate for the 
method by which the load reduction would be accomplished, at the time the Base Residual 
Auction or Incremental Auction is being conducted. 
 
Nominated Energy Efficiency Value:  
 
“Nominated Energy Efficiency Value” shall mean the amount of load reduction that an Energy 
Efficiency Resource commits to provide through installation of more efficient devices or 
equipment or implementation of more efficient processes or systems. 
 
Non-Firm Point-To-Point Transmission Service: 
 
“Non-Firm Point-To-Point Transmission Service” shall mean Point-To-Point Transmission 
Service under the Tariff that is reserved and scheduled on an as-available basis and is subject to 
Curtailment or Interruption as set forth in Tariff, Part II, section 14.7.  Non-Firm Point-To-Point 
Transmission Service is available on a stand-alone basis for periods ranging from one hour to 
one month. 
 
Non-Firm Sale: 
 
“Non-Firm Sale” shall mean an energy sale for which receipt or delivery may be interrupted for 
any reason or no reason, without liability on the part of either the buyer or seller. 
 
Non-Firm Transmission Withdrawal Rights: 
 
“No-Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy 
withdrawals from a specified point on the Transmission System. Non-Firm Transmission 
Withdrawal Rights may be awarded only to a Merchant D.C. Transmission Facility that connects 
the Transmission System to another control area. Withdrawals scheduled using Non-Firm 
Transmission Withdrawal Rights have rights similar to those under Non-Firm Point-to-Point 
Transmission Service. 
 
Non-Performance Charge: 
 
“Non-Performance Charge” shall mean the charge applicable to Capacity Performance 
Resources as defined in Attachment DD, § 10A(e). 
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Nonincumbent Developer: 
 
“Nonincumbent Developer” shall have the same meaning provided in the Operating Agreement. 
 
Non-Regulatory Opportunity Cost: 
 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of starts or available 
run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 
to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 
supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  
(b) the forecasted future hourly Locational Marginal Price at which the generating unit could run 
while not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 
associated with a specific generating unit’s lost opportunity to produce energy during a higher 
valued period of time occurring within the same period of time in which the unit is bound by the 
referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 
Opportunity Costs shall be limited to those resources which are specifically delineated in 
Schedule 2 of the Operating Agreement.  

 
Non-Retail Behind The Meter Generation: 
 
“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, or electric distribution companies to serve 
load. 
 
Non-Synchronized Reserve: 
 
“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 
resources that can be converted fully into energy within ten minutes of a request from the Office 
of the Interconnection dispatcher, and is provided by equipment that is not electrically 
synchronized to the Transmission System. 
 
Non-Synchronized Reserve Event: 
 
“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection 
to generation resources able and assigned to provide Non-Synchronized Reserve in one or more 
specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output 
by the amount of assigned Non-Synchronized Reserve capability. 
 
Non-Variable Loads: 
“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 
section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Non-Zone Network Load: 
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“Non-Zone Network Load shall mean Network Load that is located outside of the PJM Region. 
 
Normal Maximum Generation: 
 
“Normal Maximum Generation” shall mean the highest output level of a generating resource 
under normal operating conditions. 
 
Normal Minimum Generation: 
 
“Normal Minimum Generation” shall mean the lowest output level of a generating resource 
under normal operating conditions. 
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Definitions – O – P - Q 
 
Obligation: 
  
“Obligation” shall mean all amounts owed to PJMSettlement for purchases from the PJM 
Markets, Transmission Service, (under both Tariff, Part II and Part III), and other services or 
obligations pursuant to the Agreements.  In addition, aggregate amounts that will be owed to 
PJMSettlement in the future for capacity purchases within the PJM capacity markets will be 
added to this figure.  Should other markets be formed such that Participants may incur future 
Obligations in those markets, then the aggregate amount of those Obligations will also be added 
to the Net Obligation. 
 
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. 
 
Office of the Interconnection: 
 
“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, 
L.L.C. subject to the supervision and oversight of the PJM Board, acting pursuant to the 
Operating Agreement. 
 
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. 
 
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. 
 
Open Access Same-Time Information System (OASIS): 
 
“Open Access Same-Time Information System” or “OASIS” shall mean the information system 
and standards of conduct contained in Part 37 and Part 38 of the Commission’s regulations and 
all additional requirements implemented by subsequent Commission orders dealing with OASIS. 
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Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement: 
 
“Operating Agreement of the PJM Interconnection, L.L.C.” or “Operating Agreement” shall 
mean that agreement dated as of April 1, 1997 and as amended and restated as of June 2, 1997, 
including all Schedules, Exhibits, Appendices, addenda or supplements hereto, as amended from 
time to time thereafter, among the Members of the PJM Interconnection, L.L.C. 
 
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. 
 
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. 
 
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. 
 
Operationally Deliverable: 
 
“Operationally Deliverable” shall mean, as determined by the Office of the Interconnection, that 
there are no operational conditions, arrangements or limitations experienced or required that 
threaten, impair or degrade effectuation or maintenance of deliverability of capacity or energy 
from the external Generation Capacity Resource to loads in the PJM Region in a manner 
comparable to the deliverability of capacity or energy to such loads from Generation Capacity 
Resources located inside the metered boundaries of the PJM Region, including, without 
limitation, an identified need by an external Balancing Authority Area for a remedial action 
scheme or manual generation trip protocol, transmission facility switching arrangements  that 
would have the effect of radializing load, or excessive or unacceptable frequency of regional 
reliability limit violations or (outside an interregional agreed congestion management process) 
of local reliability dispatch instructions and commitments. 
 
Opportunity Cost: 
 
“Opportunity Cost” shall mean a component of the Market Seller Offer Cap calculated in 
accordance with Tariff, Attachment DD, section 6. 
 
OPSI Advisory Committee: 
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“OPSI Advisory Committee” shall mean the committee established under Tariff, Attachment M, 
section III.G. 
 
Option to Build: 
 
“Option to Build” shall mean the option of the New Service Customer to build certain Customer-
Funded Upgrades, as set forth in, and subject to the terms of, the Construction Service 
Agreement. 
 
Optional Interconnection Study: 
 
“Optional Interconnection Study” shall mean a sensitivity analysis of an Interconnection Request 
based on assumptions specified by the Interconnection Customer in the Optional Interconnection 
Study Agreement. 
 
Optional Interconnection Study Agreement: 
 
“Optional Interconnection Study Agreement” shall mean the form of agreement for preparation 
of an Optional Interconnection Study, as set forth in Attachment N-3 of the Tariff. 
 
Part I: 
 
“Part I” shall mean the Tariff Definitions and Common Service Provisions contained in sections 
1 through 12A. 
 
Part II: 
 
“Part II” shall mean the Tariff sections 13 through 27A pertaining to Point-To-Point 
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff, 
Part I and appropriate Schedules and Attachments. 
 
Part III: 
 
“Part III” shall mean the Tariff, sections 28 through 35 pertaining to Network Integration 
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff, 
Part I and appropriate Schedules and Attachments. 
 
Part IV: 
 
“Part IV” shall mean the Tariff, sections 36 through 112C pertaining to generation or merchant 
transmission interconnection to the Transmission System in conjunction with the applicable 
Common Service Provisions of Tariff, Part I and appropriate Schedules and Attachments. 
 
Part V: 
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“Part V” shall mean the Tariff, sections 113 through 122 pertaining to the deactivation of 
generating units in conjunction with the applicable Common Service Provisions of Tariff, Part I 
and appropriate Schedules and Attachments. 
 
Part VI: 
 
“Part VI” shall mean the Tariff, sections 200 through 237 pertaining to the queuing, study, and 
agreements relating to New Service Requests, and the rights associated with Customer-Funded 
Upgrades in conjunction with the applicable Common Service Provisions of Tariff, Part I and 
appropriate Schedules and Attachments. 
 
Participant: 
  
“Participant” shall mean a Market Participant and/or Transmission Customer and/or Applicant 
requesting to be an active Market Participant and/or Transmission Customer. 
 
Parties: 
 
“Parties” shall mean the Transmission Provider, as administrator of the Tariff, and the 
Transmission Customer receiving service under the Tariff.  PJMSettlement shall be the 
Counterparty to Transmission Customers. 
 
Peak-Hour Dispatch: 
 
“Peak-Hour Dispatch” shall mean, for purposes of calculating the Energy and Ancillary Services 
Revenue Offset under Tariff, Attachment DD, section 5, an assumption, as more fully set forth in 
the PJM Manuals, that the Reference Resource is committed in the Day-Ahead Energy Market in 
four distinct blocks of four hours of continuous output for each block from the peak-hour period 
beginning with the hour ending 0800 EPT through to the hour ending 2300 EPT for any day 
when the average day-ahead LMP for the area for which the Net Cost of New Entry is being 
determined is greater than, or equal to, the cost to generate (including the cost for a complete 
start and shutdown cycle) for at least two hours during each four-hour block, where such blocks 
shall be assumed to be  committed independently; provided that, if there are not at least two 
economic hours in any given four-hour block, then the Reference Resource shall be assumed not 
to be committed for such block; and to the extent not committed in any such block in the Day-
Ahead Energy Market under the above conditions based on Day-Ahead LMPs, is dispatched in 
the Real-Time Energy Market for such block if the Real-Time LMP is greater than or equal to 
the cost to generate under the same conditions as described above for the Day-Ahead Energy 
Market. 
 
Peak Market Activity:   
“Peak Market Activity” shall mean a measure of exposure for which credit is required, involving 
peak exposures in rolling three-week periods over a year timeframe, with two semi-annual reset 
points, pursuant to provisions of Tariff, Attachment Q, section V.A.  Peak Market Activity shall 
exclude FTR Net Activity, Virtual Transactions Net Activity, and Export Transactions Net 
Activity.  
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Peak Season: 
 
“Peak Season” shall mean the weeks containing the 24th through 36th Wednesdays of the 
calendar year.  Each such week shall begin on a Monday and end on the following Sunday, 
except for the week containing the 36th Wednesday, which shall end on the following Friday. 
 
Percentage Internal Resources Required: 
 
“Percentage Internal Resources Required” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Performance Assessment Hour: 
 
“Performance Assessment Hour” shall mean each whole or partial clock-hour for which an 
Emergency Action has been declared by the Office of the Interconnection, provided, however, 
that Performance Assessment Hours for a Base Capacity Resource shall not include any hours 
outside the calendar months of June through September. 
 
PJM:   
 
“PJM” shall mean PJM Interconnection, L.L.C., including the Office of the Interconnection as 
referenced in the PJM Operating Agreement. 
 
PJM Administrative Service: 
 
“PJM Administrative Service” shall mean the services provided by PJM pursuant to Tariff, 
Schedule 9. 
 
PJM Board: 
 
“PJM Board” shall mean the Board of Managers of the LLC, except when such term is being 
used in Attachment M of the Tariff, in which case PJM Board shall mean the Board of Managers 
of PJM or its designated representative, exclusive of any members of PJM Management. 
 
PJM Control Area: 
 
“PJM Control Area” shall mean the Control Area that is recognized by NERC as the PJM 
Control Area. 
 
PJM Entities: 
 
“PJM Entities” shall mean PJM, including the Market Monitoring Unit, the PJM Board, and 
PJM’s officers, employees, representatives, advisors, contractors, and consultants. 
 
PJM Interchange: 
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“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to 
the Tariff: (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. 
 
PJM Interchange Energy Market: 
 
“PJM Interchange Energy Market” shall mean the regional competitive market administered by 
the Transmission Provider for the purchase and sale of spot electric energy at wholesale 
interstate commerce and related services, as more fully set forth in Operating Agreement, 
Schedule 1, and the parallel provisions of Tariff, Attachment K – Appendix. 
 
PJM Interchange Export: 
 
“PJM Interchange Export” shall mean the following, as determined in accordance with the 
Schedules to the Tariff:  (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. 
 
PJM Interchange Import: 
 
“PJM Interchange Import” shall mean the following, as determined in accordance with the 
Schedules to the Tariff:  (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. 
 
PJM Liaison: 
 
“PJM Liaison” shall mean the liaison established under Tariff, Attachment M, section III.I. 
 
PJM Management: 
 
“PJM Management” shall mean the officers, executives, supervisors and employee managers of 
PJM. 
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PJM Manuals: 
 
“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the 
Office of the Interconnection for the operation, planning, and accounting requirements of the 
PJM Region and the PJM Interchange Energy Market. 
 
PJM Markets: 
 
“PJM Markets” shall mean the PJM Interchange Energy and capacity markets, including the 
RPM auctions, together with all bilateral or other wholesale electric power and energy 
transactions, capacity transactions, ancillary services transactions (including black start service), 
transmission transactions and any other market operated under the PJM Tariff or Operating 
Agreement within the PJM Region, wherein Market Participants may incur Obligations to 
PJMSettlement. 
 
PJM Market Rules: 
 
“PJM Market Rules” shall mean the rules, standards, procedures, and practices of the PJM 
Markets set forth in the PJM Tariff, the PJM Operating Agreement, the PJM Reliability 
Assurance Agreement, the PJM Consolidated Transmission Owners Agreement, the PJM 
Manuals, the PJM Regional Practices Document, the PJM-Midwest Independent Transmission 
System Operator Joint Operating Agreement or any other document setting forth market rules. 
 
PJM Net Assets: 
 
“PJM Net Assets” shall mean the total assets per PJM’s consolidated quarterly or year-end 
financial statements most recently issued as of the date of the receipt of written notice of a claim 
less amounts for which PJM is acting as a temporary custodian on behalf of its Members, 
transmission developers/Designated Entities, and generation developers, including, but not 
limited to, cash deposits related to credit requirement compliance, study and/or interconnection 
receivables, member prepayments, invoiced amounts collected from Net Buyers but have not yet 
been paid to Net Sellers, and excess congestion (as described in Operating Agreement, Schedule 
1, section 5.2.6, and the parallel provisions of Tariff, Attachment K-Appendix). 
 
PJM Open Access Transmission Tariff (“O.A.T.T.”): 
  
“PJM Open Access Transmission Tariff” or “O.A.T.T” shall mean the Open Access 
Transmission Tariff of PJM Interconnection, L.L.C., on file with the Federal Energy Regulatory 
Commission, and as revised from time to time. 
 
PJM Open Access Same-time Information System: 
 
“PJM Open Access Same-time Information System” shall mean the electronic communication 
system for the collection and dissemination of information about transmission services in the 



 

Page 57 

PJM Region, established and operated by the Office of the Interconnection in accordance with 
FERC standards and requirements. 
 
PJM Operating Agreement: 
 
“PJM Operating Agreement” shall mean the Amended and Restated Operating Agreement of 
PJM on file with the Commission. 
 
PJM Region: 
 
“PJM Region” shall have the meaning specified in the Operating Agreement.  
 
PJM Regional Practices Document: 
“PJM Regional Practices Document” shall mean the document of that title that compiles and 
describes the practices in the PJM Markets and that is made available in hard copy and on the 
Internet. 
 
PJM Region Installed Reserve Margin: 
 
“PJM Region Installed Reserve Margin” shall have the meaning specified in the Operating 
Agreement. 
 
PJM Region Peak Load Forecast: 
 
“PJM Region Peak Load Forecast” shall mean the peak load forecast used by the Office of the 
Interconnection in determining the PJM Region Reliability Requirement, and shall be determined 
on both a preliminary and final basis as set forth in Tariff, Attachment DD, section 5.   
 
PJM Region Reliability Requirement:  
 
“PJM Region Reliability Requirement” shall mean, for purposes of the Base Residual Auction, 
the Forecast Pool Requirement multiplied by the Preliminary PJM Region Peak Load Forecast, 
less the sum of all Preliminary Unforced Capacity Obligations of FRR Entities in the PJM 
Region; and, for purposes of the  Incremental Auctions, the Forecast Pool Requirement 
multiplied by the updated PJM Region Peak Load Forecast, less the sum of all updated Unforced 
Capacity Obligations of FRR Entities in the PJM Region. 
 
PJM Reliability Assurance Agreement: 
 
“PJM Reliability Assurance Agreement” shall mean the Reliability Assurance Agreement among 
Load Serving Entities in the PJM Region on file with the Commission. 
 
PJMSettlement:   
 
“PJM Settlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor), 
established by PJM as set forth in Section 3.3 of the Operating Agreement. 
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PJM Tariff: 
 
“PJM Tariff” or “Tariff shall mean that certain “PJM Open Access Transmission Tariff”, 
including any schedules, appendices or exhibits attached thereto, on file with FERC and as 
amended from time to time thereafter. 
 
PJM Transmission Owners Agreement: 
 
“PJM Transmission Owners Agreement” shall mean the PJM Consolidated Transmission 
Owners Agreement on file with the Commission. 
 
Plan: 
 
“Plan” shall mean the PJM market monitoring plan set forth in Tariff, Attachment M. 
 
Planned Demand Resource: 
 
“Planned Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Planned External Financed Generation Capacity Resource: 
  
“Planned External Financed Generation Capacity Resource” shall mean a Planned External 
Generation Capacity Resource that, prior to August 7, 2015, has an effective agreement that is 
the equivalent of an Interconnection Service Agreement, has submitted to the Office of the 
Interconnection the appropriate certification attesting achievement of Financial Close, and has 
secured at least 50 percent of the MWs of firm transmission service required to  qualify such 
resource under the deliverability requirements of the Reliability Assurance Agreement. 
 
Planned External Generation Capacity Resource: 
 
“Planned External Generation Capacity Resource” shall have the meaning specified in the 
Reliability Assurance Agreement. 
 
Planned Financed Generation Capacity Resource: 
 
“Planned Financed Generation Capacity Resource” shall mean a Planned Generation Capacity 
Resource that, prior to August 7, 2015, has an effective Interconnection Service Agreement and 
has submitted to the Office of the Interconnection the appropriate certification attesting 
achievement of Financial Close. 
 
Planned Generation Capacity Resource: 
 
“Planned Generation Capacity Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 



 

Page 59 

 
Planning Period: 
 
“Planning Period” shall have the meaning specified in the Reliability Assurance Agreement. 
 
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.  
 
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. 
 
Point(s) of Delivery: 
 
“Point(s) of Delivery” shall mean the point(s) on the Transmission Provider’s Transmission 
System where capacity and energy transmitted by the Transmission Provider will be made 
available to the Receiving Party under Tariff, Part II.  The Point(s) of Delivery shall be specified 
in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service. 
 
Point of Interconnection: 
 
“Point of Interconnection” shall mean the point or points, shown in the appropriate appendix to 
the Interconnection Service Agreement and the Interconnection Construction Service Agreement, 
where the Customer Interconnection Facilities interconnect with the Transmission Owner 
Interconnection Facilities or the Transmission System. 
 
Point(s) of Receipt: 
 
“Point(s) of Receipt” shall mean point(s) of interconnection on the Transmission Provider’s 
Transmission System where capacity and energy will be made available to the Transmission 
Provider by the Delivering Party under Tariff, Part II.  The Point(s) of Receipt shall be specified 
in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service. 
 
Point-To-Point Transmission Service: 
 
“Point-To-Point Transmission Service shall mean the reservation and transmission of capacity 
and energy on either a firm or non-firm basis from the Point(s) of Receipt to the Point(s) of 
Delivery under Tariff, Part II. 
 
Power Purchaser: 
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“Power Purchaser” shall mean the entity that is purchasing the capacity and energy to be 
transmitted under the Tariff. 
 
PRD Curve: 
 
“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Provider: 
 
“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Reservation Price: 
 
“PRD Reservation” Price shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
PRD Substation:   
 
“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Pre-Confirmed Application: 
 
“Pre-Confirmed Application” shall be an Application that commits the Eligible Customer to 
execute a Service Agreement upon receipt of notification that the Transmission Provider can 
provide the requested Transmission Service. 
 
Pre-Emergency Load Response Program: 
 
“Pre-Emergency Load Response Program” shall be the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during pre-emergency conditions, and is described in Section 8 of Schedule 1 
of the Operating Agreement and the parallel provisions of Section 8 of Attachment K-Appendix 
of the Tariff.  
 
Pre-Expansion PJM Zones: 
 
“Pre-Expansion PJM Zones” shall be zones included in the Tariff, along with applicable 
Schedules and Attachments, for certain Transmission Owners – Atlantic City Electric Company, 
Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey Central 
Power and Light Company, Mid-Atlantic Interstate Transmission, LLC (“MAIT”) (MAIT owns 
and operates the transmission facilities in the Metropolitan Edison Company Zone and the 
Pennsylvania Electric Company Zone), PECO Energy Company, Pennsylvania Power & Light 
Group, Potomac Electric Power Company, Public Service Electric and Gas Company, Allegheny 
Power, and Rockland Electric Company. 
 
Price Responsive Demand: 
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“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Primary Reserve: 
 
“Primary Reserve” shall mean the total reserve capability of generation resources that can be 
converted fully into energy or Demand Resources whose demand can be reduced within ten 
minutes of a request from the Office of the Interconnection dispatcher, and is comprised of both 
Synchronized Reserve and Non-Synchronized Reserve. 
 
Primary Reserve Alert 
 
“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated 
shortage of Operating Reserve capacity for a future critical period. 
 
Primary Reserve Requirement: 
 
“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Primary Reserve, absent any increase to account for 
additional reserves scheduled to address operational uncertainty.  The Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals. 
 
Prior CIL Exception External Resource: 
 
“Prior CIL Exception External Resource” shall mean an external Generation Capacity 
Resource for which a Capacity Market Seller had, prior to May 9, 2017, cleared a Sell Offer in 
an RPM Auction under the exception provided to the definition of Capacity Import Limit as set 
forth in Article I of the Reliability Assurance Agreement.  In the event only a portion (in MW) of 
an external Generation Capacity Resource has a Pseudo-Tie into the PJM  Region, that  portion 
of the external Generation Capacity Resource (and no other portion thereof) is eligible for 
treatment as a Prior CIL Exception External Resource if such portion satisfies the requirements 
of the first sentence of this definition. 
 
Project Financing: 
 
“Project Financing” shall mean:  (a) one or more loans, leases, equity and/or debt financings, 
together with all modifications, renewals, supplements, substitutions and replacements thereof, 
the proceeds of which are used to finance or refinance the costs of the Customer Facility, any 
alteration, expansion or improvement to the Customer Facility, the purchase and sale of the 
Customer Facility or the operation of the Customer Facility; (b) a power purchase agreement 
pursuant to which Interconnection Customer’s obligations are secured by a mortgage or other 
lien on the Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility. 
 
Project Finance Entity: 
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“Project Finance Entity” shall mean:  (a) a holder, trustee or agent for holders, of any component 
of Project Financing; or (b) any purchaser of capacity and/or energy produced by the Customer 
Facility to which Interconnection Customer has granted a mortgage or other lien as security for 
some or all of Interconnection Customer’s obligations under the corresponding power purchase 
agreement. 
 
Projected PJM Market Revenues: 
 
“Projected PJM Market Revenues” shall mean a component of the Market Seller Offer Cap 
calculated in accordance with Tariff, Attachment DD, section 6. 
 
Proportional Multi-Driver Project: 
 
“Proportional Multi-Driver Project” shall have the same meaning provided in the Operating 
Agreement. 
 
Pseudo-Tie: 
 
“Pseudo-Tie” shall have the same meaning provided in the Operating Agreement. 
 
Public Policy Objectives: 
 
“Public Policy Objectives” shall have the same meaning provided in the Operating Agreement. 
 
Public Policy Requirements: 
 
“Public Policy Requirements” shall have the same meaning provided in the Operating 
Agreement. 
 
Qualifying Transmission Upgrade: 
 
“Qualifying Transmission Upgrade” shall mean a proposed enhancement or addition to the 
Transmission System that: (a) will increase the Capacity Emergency Transfer Limit into an LDA 
by a megawatt quantity certified by the Office of the Interconnection; (b) the Office of the 
Interconnection has determined will be in service on or before the commencement of the first 
Delivery Year for which such upgrade is the subject of a Sell Offer in the Base Residual 
Auction; (c) is the subject of a Facilities Study Agreement executed before the conduct of the 
Base Residual Auction for such Delivery Year and (d) a New Service Customer is obligated to 
fund through a rate or charge specific to such facility or upgrade. 
 
Queue Position: 
 
“Queue Position” shall mean the priority assigned to an Interconnection Request, a Completed 
Application, or an Upgrade Request pursuant to applicable provisions of Tariff, Part VI.
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Definitions – T – U - V 
 
Tangible Net Worth: 
 
“Tangible Net Worth” shall mean all assets (not including any intangible assets such as 
goodwill) less all liabilities.  Any such calculation may be reduced by PJMSettlement upon 
review of the available financial information. 
 
Target Allocation: 
 
“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in 
Operating Agreement, Schedule 1, section 5.2.3, and the parallel provisions of Tariff, 
Attachment K-Appendix, or the allocation of Auction Revenue Rights Credits as set forth in 
Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Third Incremental Auction: 
 
“Third Incremental Auction” shall mean an Incremental Auction conducted three months before 
the Delivery Year to which it relates. 
 
Third-Party Sale: 
 
“Third-Party Sale” shall mean any sale for resale in interstate commerce to a Power Purchaser 
that is not designated as part of Network Load under the Network Integration Transmission 
Service but not including a sale of energy through the PJM Interchange Energy Market 
established under the PJM Operating Agreement. 
 
Tie Line: 
 
“Tie Line” shall mean a circuit connecting two balancing authority areas, Control Areas or fully 
metered electric system regions. Tie Lines may be classified as external or internal as set forth in 
the PJM Manuals. 
 
Total Net Obligation: 
  
“Total Net Obligation” shall mean all unpaid billed Net Obligations plus any unbilled Net 
Obligation incurred to date, as determined by PJMSettlement on a daily basis, plus any other 
Obligations owed to PJMSettlement at the time. 
 
Total Net Sell Position: 
 
“Total Net Sell Position” shall mean all unpaid billed Net Sell Positions plus any unbilled Net 
Sell Positions accrued to date, as determined by PJMSettlement on a daily basis. 
 
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 which shall be calculated and allocated as specified in Operating Agreement, 
Schedule 1, section 5.1 and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Transmission Congestion Credit: 
 
“Transmission Congestion Credit” shall mean the allocated share of total Transmission 
Congestion Charges credited to each FTR Holder, calculated and allocated as specified in 
Operating Agreement, Schedule 1, section 5.2, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Transmission Customer: 
 
“Transmission Customer” shall mean any Eligible Customer (or its Designated Agent) that (i) 
executes a Service Agreement, or (ii) requests in writing that the Transmission Provider file with 
the Commission a proposed unexecuted Service Agreement, to receive transmission service 
under Tariff, Part II.  This term is used in Tariff, Part I and Part VI to include customers 
receiving transmission service under Tariff, Part II and Part III. 
 
Where used in Tariff, Attachment K-Appendix and the parallel provisions of Operating 
Agreement, Schedule 1, Transmission Customer shall mean an entity using Point-to-Point 
Transmission Service. 
 
Transmission Facilities: 
 
“Transmission Facilities” shall have the meaning set forth in the Operating Agreement. 
 
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. 
 
Transmission Injection Rights: 
 
“Transmission Injection Rights” shall mean Capacity Transmission Injection Rights and Energy 
Transmission Injection Rights. 
 
Transmission Interconnection Customer: 
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“Transmission Interconnection Customer” shall mean an entity that submits an Interconnection 
Request to interconnect or add Merchant Transmission Facilities to the Transmission System or 
to increase the capacity of Merchant Transmission Facilities interconnected with the 
Transmission System in the PJM Region or an entity that submits an Upgrade Request for 
Merchant Network Upgrades (including accelerating 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). 
 
Transmission Interconnection Facilities Study: 
 
“Transmission Interconnection Facilities Study” shall mean a Facilities Study related to a 
Transmission Interconnection Request. 
 
Transmission Interconnection Feasibility Study: 
 
“Transmission Interconnection Feasibility Study” shall mean a study conducted by the 
Transmission Provider in accordance with Section 36.2 of the Tariff. 
 
Transmission Interconnection Request: 
 
“Transmission Interconnection Request” shall mean a request by a Transmission Interconnection 
Customer pursuant to Tariff, Part IV 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 in the PJM Region. 
 
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. 
 
Transmission Loading Relief Customer: 
 
“Transmission Loading Relief Customer” shall mean an entity that, in accordance with 
Operating Agreement, Schedule 1, section 1.10.6A and the parallel provisions of Tariff, 
Attachment K-Appendix, 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. 
 
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 
from a generation resource to load as specified in Operating Agreement, Schedule 1, section 5, 
and the parallel provisions of Tariff, Attachment K-Appendix. 
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Transmission Owner: 
 
“Transmission Owner” shall mean each entity that owns, leases or otherwise has a possessory 
interest in facilities used for the transmission of electric energy in interstate commerce under the 
Tariff.  The Transmission Owners are listed in Tariff, Attachment L. 
 
Transmission Owner Attachment Facilities: 
 
“Transmission Owner Attachment Facilities” shall mean that portion of the Transmission Owner 
Interconnection Facilities comprised of all Attachment Facilities on the Interconnected 
Transmission Owner’s side of the Point of Interconnection.  
 
Transmission Owner Interconnection Facilities: 
 
“Transmission Owner Interconnection Facilities” shall mean all Interconnection Facilities that 
are not Customer Interconnection Facilities and that, after the transfer under Section 5.5 of 
Appendix 2 to Attachment P of the PJM Tariff to the Interconnected Transmission Owner of title 
to any Transmission Owner Interconnection Facilities that the Interconnection Customer 
constructed, are owned, controlled, operated and maintained by the Interconnected Transmission 
Owner on the Interconnected Transmission Owner’s side of the Point of Interconnection 
identified in appendices to the Interconnection Service Agreement and to the Interconnection 
Construction Service Agreement, including any modifications, additions or upgrades made to 
such facilities and equipment, that are necessary to physically and electrically interconnect the 
Customer Facility with the Transmission System or interconnected distribution facilities. 
 
Transmission Owner Upgrade:  
 
“Transmission Owner Upgrade” shall have the same meaning provided in the Operating 
Agreement. 
 
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 Operating Agreement, Schedule 1, and the parallel provisions of Tariff, Attachment 
K-Appendix or the PJM Manuals. 
 
Transmission Provider: 
 
The “Transmission Provider” shall be the Office of the Interconnection for all purposes, provided 
that the Transmission Owners will have the responsibility for the following specified activities: 
 
(a) The Office of the Interconnection shall direct the operation and coordinate the 
maintenance of the Transmission System, except that the Transmission Owners will continue to 
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direct the operation and maintenance of those transmission facilities that are not listed in the PJM 
Designated Facilities List contained in the PJM Manual on Transmission Operations; 
 
(b) Each Transmission Owner shall physically operate and maintain all of the facilities that it 
owns; and 
 
(c) When studies conducted by the Office of the Interconnection indicate that enhancements 
or modifications to the Transmission System are necessary, the Transmission Owners shall have 
the responsibility, in accordance with the applicable terms of the Tariff, Operating Agreement 
and/or the Consolidated Transmission Owners Agreement to construct, own, and finance the 
needed facilities or enhancements or modifications to facilities. 
 
Transmission Provider’s Monthly Transmission System Peak: 
 
“Transmission Provider’s Monthly Transmission System Peak” shall mean the maximum firm 
usage of the Transmission Provider’s Transmission System in a calendar month. 
 
Transmission Service: 
 
“Transmission Service” shall mean Point-To-Point Transmission Service provided under Tariff, 
Part II on a firm and non-firm basis. 
 
Transmission Service Request: 
 
“Transmission Service Request” shall mean a request for Firm Point-To-Point Transmission 
Service or a request for Network Integration Transmission Service. 
 
Transmission System: 
 
“Transmission System” shall mean the facilities controlled or operated by the Transmission 
Provider within the PJM Region that are used to provide transmission service under Tariff, Part 
II and Part III. 
 
Transmission Withdrawal Rights: 
 
“Transmission Withdrawal Rights” shall mean Firm Transmission Withdrawal Rights and Non-
Firm Transmission Withdrawal Rights. 
 
Turn Down Ratio: 
 
“Turn Down Ratio” shall mean the ratio of a generating unit’s economic maximum megawatts to 
its economic minimum megawatts. 
 
Unconstrained LDA Group: 
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“Unconstrained LDA Group” shall mean a combined group of LDAs that form an electrically 
contiguous area and for which a separate Variable Resource Requirement Curve has not been 
established under Tariff, Attachment DD, section 5.10.  Any LDA for which a separate Variable 
Resource Requirement Curve has not been established under Tariff, Attachment DD, section 
5.10 shall be combined with all other such LDAs that form an electrically contiguous area. 
 
Unforced Capacity: 
 
“Unforced Capacity” shall have the meaning specified in the Reliability Assurance Agreement. 
 
Unsecured Credit: 
  
“Unsecured Credit” shall mean any credit granted by PJMSettlement to a Participant that is not 
secured by Collateral. 
 
Unsecured Credit Allowance: 
  
“Unsecured Credit Allowance” shall mean Unsecured Credit extended by PJMSettlement in an 
amount determined by PJMSettlement’s evaluation of the creditworthiness of a Participant.  This 
is also defined as the amount of credit that a Participant qualifies for based on the strength of its 
own financial condition without having to provide Collateral.  See also: “Working Credit Limit.” 
 
Updated VRR Curve: 
 
“Updated VRR Curve” shall mean the Variable Resource Requirement Curve for use in the Base 
Residual Auction of the relevant Delivery Year, updated to reflect any change in the Reliability 
Requirement from the Base Residual Auction to such Incremental Auction, and for Delivery 
Years through May 31, 2018, the Short-term Resource Procurement Target applicable to the 
relevant Incremental Auction. 
 
Updated VRR Curve Decrement: 
 
“Updated VRR Curve Decrement” shall mean the portion of the Updated VRR Curve to the left 
of a vertical line at the level of Unforced Capacity on the x-axis of such curve equal to the net 
Unforced Capacity committed to the PJM Region as a result of all prior auctions conducted for 
such Delivery Year (excluding net Unforced Capacity committed to the PJM Region associated 
with the transition provisions of Tariff Attachment DD, section 5.14D as related to the 
2017/2018 Delivery Year) and adjusted, if applicable, by a change in Unforced Capacity 
commitments associated with the transition provision of Tariff, Attachment DD, sections 5.14C, 
5.14D (as related to the 2016/2017 Delivery Year), and 5.14E.   
 
Updated VRR Curve Increment: 
 
“Updated VRR Curve Increment” shall mean the portion of the Updated VRR Curve to the right 
of a vertical line at the level of Unforced Capacity on the x-axis of such curve equal to the net 
Unforced Capacity committed to the PJM Region as a result of all prior auctions conducted for 



 

Page 69 

such Delivery Year (excluding net Unforced Capacity committed to the PJM Region associated 
with the transition provision of Tariff, Attachment DD, section 5.14D as related to the 2017/2018 
Delivery Year) and adjusted, if applicable, by a change in Unforced Capacity commitments 
associated with the transition provision of Tariff, Attachment DD, sections 5.14C, 5.14D (as 
related to the 2016/2017 Delivery Year), and 5.14E. 
 
Upgrade Construction Service Agreement: 
 
“Upgrade Construction Service Agreement” shall mean that agreement entered into by an 
Eligible Customer, Upgrade Customer or Interconnection Customer proposing Merchant 
Network Upgrades, a Transmission Owner, and the Transmission Provider, pursuant to Tariff, 
Part VI, Subpart B, and in the form set forth in Attachment GG of the Tariff. 
 
Upgrade Customer: 
 
“Upgrade Customer” shall mean a customer that submits an Upgrade Request pursuant to 
Section 7.8 of Schedule 1 of the Operating Agreement. 
 
Upgrade-Related Rights: 
 
“Upgrade-Related Rights” shall mean Incremental Auction Revenue Rights, Incremental 
Available Transfer Capability Revenue Rights, Incremental Deliverability Rights, and 
Incremental Capacity Transfer Rights. 
 
Upgrade Request: 
 
“Upgrade Request” shall mean a request submitted in the form prescribed in Attachment EE of 
the Tariff, for evaluation by the Transmission Provider of the feasibility and estimated costs of 
(a) a Merchant Network Upgrade or (b) the Customer-Funded Upgrades that would be needed to 
provide Incremental Auction Revenue Rights specified in a request pursuant to Section 7.8 of 
Schedule 1 of the Operating Agreement. 
 
Up-to Congestion Counterflow Transaction: 
 
“Up-to Congestion Counterflow Transaction” shall mean an Up-to Congestion Transaction will 
be deemed an Up-to Congestion Counterflow Transaction if the following value is negative:  (a) 
when bidding, the lower of the bid price and the prior Up-to Congestion Historical Month’s 
average real-time value for the transaction; or (b) for cleared Virtual Transactions, the cleared 
day-ahead price of the Virtual Transactions. 
 
Up-to Congestion Historical Month: 
 
“Up-to Congestion Historical Month” shall mean a consistently-defined historical period 
nominally one month long that is as close to a calendar month as PJM determines is practical. 
 
Up-to Congestion Prevailing Flow Transaction: 



 

Page 70 

 
An Up-to Congestion Transaction shall mean an “Up-to Congestion Prevailing Flow 
Transaction” if it is not an Up-to Congestion Counterflow Transaction. 
 
Up-to Congestion Reference Price: 
 
“Up-to Congestion Reference Price” for an Up-to Congestion Transaction, shall be the specified 
percentile price differential between source and sink (defined as sink price minus source price) 
for hourly real-time prices experienced over the prior Up-to Congestion Historical Month, 
averaged with the same percentile value calculated for the second prior Up-to Congestion 
Historical Month.  Up-to Congestion Reference Prices shall be calculated using the following 
historical percentiles: 
 For Up-to Congestion Prevailing Flow Transactions: 30th percentile 
 For Up-to Congestion Counterflow Transactions when bid:  20th percentile 
 For Up-to Congestion Counterflow Transactions when cleared:  5th percentile 
 
Up-to Congestion Transaction: 
 
“Up-to Congestion Transaction” shall have the meaning specified in Operating Agreement, 
Schedule 1, section 1.10.1A, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Variable Loads: 
“Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, section 
1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Variable Resource Requirement Curve:  
 
“Variable Resource Requirement Curve” shall mean a series of maximum prices that can be 
cleared in a Base Residual Auction for Unforced Capacity, corresponding to a series of varying 
resource requirements based on varying installed reserve margins, as determined by the Office of 
the Interconnection for the PJM Region and for certain Locational Deliverability Areas in 
accordance with the methodology provided in Tariff, Attachment DD, section 5. 
 
Virtual Credit Exposure:  
“Virtual Credit Exposure” shall mean the amount of potential credit exposure created by a 
market participant’s bid submitted into the Day-ahead market, as defined in Tariff, Attachment 
Q. 
 
Virtual Transaction: 
 
“Virtual Transaction” shall mean a Decrement Bid, Increment Offer and/or Up-to Congestion 
Transaction. 
 
Virtual Transaction Screening: 
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“Virtual Transaction Screening” shall be the process of reviewing the Virtual Credit Exposure of 
submitted Virtual Transactions against the Credit Available for Virtual Transactions.  If the 
credit required is greater than credit available, then the Virtual Transactions will not be accepted. 
 
Virtual Transactions Net Activity: 
 
“Virtual Transactions Net Activity” shall mean the aggregate net total, resulting from Virtual 
Transactions, of (i) Spot Market Energy charges, (ii) Transmission Congestion Charges, and (iii) 
Transmission Loss Charges, calculated as set forth in Tariff, Attachment K-Appendix.  Virtual 
Transactions Net Activity may be positive or negative. 
 
Voltage Reduction Action: 
 
“Voltage Reduction Action” shall mean a notification during capacity deficient conditions in 
which PJM notifies Members to reduce voltage on the distribution system in order to reduce 
demand and therefore provide a sufficient amount of reserves, maintain tie flow schedules and 
preserve limited energy sources. 
 
Voltage Reduction Alert: 
 
“Voltage Reduction Alert” shall mean a notification from PJM to alert Members that a voltage 
reduction may be required during a future critical period. 
 
Voltage Reduction Warning: 
 
“Voltage Reduction Warning” shall mean a notification from PJM to warn Members that PJM’s 
available Synchronized Reserve is less than the Synchronized Reserve Requirement and that 
present operations have deteriorated such that a voltage reduction may be required.
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7.1 Billing Procedure: 
 

(a) Monthly Bills. 
 
By the fifth Business Day of each month, PJMSettlement, in its own name and as agent 
for Transmission Provider, as applicable,  shall issue a bill to Transmission Customers 
and other entities for monthly activity and detailing the charges and credits for all 
services furnished under the Tariff during the preceding month (“billing month”), 
excluding amounts billed pursuant to weekly bills for activity during the preceding 
month. 
 
(b) Weekly Bills. 
 
By 5:00 p.m. Eastern Prevailing Time each Tuesday (or Wednesday in the event that a 
Tuesday is a holiday), PJMSettlement, in its own name and as agent for Transmission 
Provider, as applicable,  will issue a weekly bill to Members and other entities for all 
activity for certain services furnished under the Tariff for the days of the billing month 
during the week ending the prior Wednesday.  The services for which such weekly bills 
shall be issued are set forth in PJM Manual 29.   
 
(c) Billing Statement. 
 
PJMSettlement, in its own name and as agent for Transmission Provider, as applicable,  
shall provide Transmission Customers and other entities with billing statements at the 
time of issuance of the monthly and weekly bills, reflecting, in the form and manner set 
forth in PJM Manuals, the Transmission Customer’s or other entity’s activity during the 
billing month and amounts due, net of activity previously billed.  
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7.1A Payments: 
 

(a) Monthly Bills. 
 
Net amounts due to PJMSettlement, in its own name or as agent for Transmission 
Provider, as applicable, pursuant to a monthly bill shall be due and payable by the 
Transmission Customer or other entity no later than noon Eastern Prevailing Time on the 
due date of the first weekly bill issued for activity in the month that the monthly bill is 
issued.  It is possible, due to the timing of holidays, that the billing and payment cycle for 
monthly bills stated here would call for payment of a monthly bill on a Friday that occurs 
less than three Business Days after issuance of the bill by PJM.  Where this occurs, the 
payment period of the monthly bill will be extended such that payment will be due when 
payment for the second weekly bill is due. 
 
(b) Weekly Bills. 
 
Net amounts due to PJMSettlement, in its own name or as agent for Transmission 
Provider, as applicable, pursuant to a weekly bill shall be due and payable by the 
Transmission Customer or other entity no later than noon Eastern Prevailing Time on the 
third Business Day following the issuance of the weekly bill.  Weekly bills issued after 
5:00 p.m. Eastern Prevailing Time shall be considered to be issued the following 
Business Day 

 
(i)  Municipal Electric Systems. 
 
Recognizing that municipal electric systems may, at times, face unique 
circumstances that could temporarily prevent their ability to make payments on a 
weekly bill issued pursuant to Section 7.1(b) when due, the Transmission 
Provider may allow a municipal electric system to make arrangement with PJM 
whereby PJM would extend trade credit to the municipal electric system sufficient 
to enable it to make payment on a weekly bill  provided that the following 
conditions are met: 
 
(a) the Transmission Provider determines, in its sole discretion, that it has 
sufficient excess working capital available to complete financial settlement with 
other market participants; 
 
(b) the municipal electric system reimburses PJM for the actual cost of such 
working capital; 
 
(c) the municipal electric system provides PJM with a binding representation that 
it has all legal right and authority to enter into the arrangement with PJM; 
 
(d) PJMSettlement will continue to issue weekly bills to the municipal electric 
system in accordance with Section 7,1(b) above and the municipal electric system 
will make payment as due under the weekly bills using the proceeds it obtains 
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under its arrangement with PJM.  Reimbursement of these amounts, including 
PJM’s actual costs of working capital, shall be due from the municipal electric 
system at the time payment is due for the invoice issued under Section 7.1A(a); 
 
(e) the aggregate of all financed amounts and accrued obligations shall not exceed 
the Working Credit Limit available to the municipal electric system; 
 
(f) the municipal electric system provides the Transmission Provider with at least 
one week of notice (though PJM may waive this provision), and; 
 
(g) the accumulated duration of such postponed payments shall not exceed three 
months in a rolling twelve-month period. 

 
PJM may terminate this payment option at any time it determines its excess working capital is no 
longer sufficient to allow further or continued extension financing.  In such cases, PJM shall 
attempt to give five Business Days, but not less than three Business Days notice to the affected 
municipal electric system, and may call for immediate reimbursement of any outstanding 
amounts owed by the municipal electric system.   
 

(c) Form of Payments. 
 
All payments tendered in satisfaction of a Transmission Customer’s or other entity’s 
obligations to PJMSettlement or Transmission Provider shall be in the form of 
immediately available funds payable to PJMSettlement, or by wire transfer to a bank 
named by PJMSettlement.   
 
(d) Payments by PJMSettlement. 
 
Unless delayed by unforeseen events, payments made by PJMSettlement, in its own name 
or as agent for Transmission Provider, for amounts due to Transmission Customers and 
other entities shall be paid no later than 5:00 p.m. Eastern Prevailing Time on the 
Business Day following the payment due date for net amounts owed to PJMSettlement, in 
its own name or as agent for the Transmission Provider, as specified above.   
 
(e) Payment Calendar. 
 
A comprehensive billing and settlement calendar will be posted on Transmission 
Provider’s website prior to March 31 for the upcoming June – May annual period to 
communicate the schedule of holidays for settlement and billing purposes. 
 
(f) Late Payments. 
 
In the event that a Transmission Customer, or other entity, is delinquent in paying the 
amount set forth in its weekly or monthly bill two or more times within any rolling 
twelve (12) month period, PJMSettlement, in its own name or as agent for Transmission 
Provider, may assess, in addition to the interest on each late payment as provided for in 
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Section 7.2 of this Tariff, a late payment charge for a second and any subsequent failure 
to pay on time during such twelve (12) month period (a “Late Payment Charge”).  The 
applicable Late Payment Charge will be assessed in an amount equal to the greater of:  (i) 
two percent (2%) of the total amount set forth in the monthly or weekly bill that the 
Transmission Customer or other entity has been late in paying, or (ii) $1,000; up to a 
maximum of $100,000 per late bill payment.  For the sole purpose of application of this 
Section 7.1A(f), weekly and monthly bills that are due on the same date shall be 
considered to be one bill; moreover, the term “on time” shall mean payment received on 
the date due; and “delinquent” shall mean any payment received on a day subsequent to 
the date due. 
 
Late Payment Charges that are collected pursuant to this Section 7.1A(f) shall be credited 
to PJMSettlement administrative costs and will be included in any applicable stated rate 
refund calculations as contemplated under Schedule 9 of this Tariff.
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7.3 Customer Default: 
 
In the event the Transmission Customer or other entity (a) fails, for any reason, to make payment 
to PJMSettlement, for the benefit of PJMSettlement or the Transmission Provider, on or before 
the due date as described above, or (b) fails at any time to meet the Transmission Provider’s 
creditworthiness requirements, and such failure is not corrected within two Business Days after 
the Transmission Provider notifies the Transmission Customer or other entity to cure such 
failure, a default by the Transmission Customer or other entity shall be deemed to exist.  Upon 
the occurrence of a default, the Transmission Provider may initiate a proceeding with the 
Commission to terminate service but shall not terminate service until the Commission so 
approves any such request; provided however, that (i) in the event that a state required retail 
access program provides for continuation of retail service to affected end-use customers by 
another supplier that is a Transmission Customer, then the Transmission Provider may, upon 
default by a Transmission Customer, immediately terminate Transmission Service to the 
defaulting Transmission Customer for the load of such end-use customers, and (ii) in the event 
that a Transmission Customer is taking service under Part II to serve load outside of the PJM 
Region, then the Transmission Provider may, upon default by a Transmission Customer, 
immediately terminate Transmission Service to the defaulting Transmission Customer.  Billing 
disputes between the Transmission Provider and the Transmission Customer or other entity shall 
be addressed through the Transmission Provider’s dispute resolution procedures, and shall not 
relieve the Transmission Customer or other entity of the obligation to make payment of all 
amounts due hereunder. 
 
If the Transmission Customer fails to meet these requirements for continuation of service, then 
the Transmission Provider may provide notice to the Transmission Customer of its intention to 
suspend service in sixty (60) days, in accordance with Commission policy, or, in the case of a 
state required retail access program that provides for continuation of retail service to affected 
end-use customers by another supplier that is a Transmission Customer, immediately terminate 
Transmission Service as provided above.
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17.8  Reservation of Short-Term Firm Point-To-Point Transmission Service: 
 
Requests for monthly service shall be submitted no earlier than 12:00 a.m. EPT of the first 
calendar day of the month, which is seventeen (17) months before the date service is requested to 
commence; requests for weekly service shall be submitted no earlier than 12:00 a.m. EPT of the 
day, which is fourteen (14) days before the date service is to commence; and requests for daily 
service shall be submitted no earlier than 12:00 a.m. EPT of the day, which is seven (7) days 
before the date service is to commence.  Requests for monthly service shall be submitted no later 
than 12:00 a.m. EPT of the date which is fourteen (14) days before service is to commence; 
requests for weekly service shall be submitted no later than 12:00 a.m. EPT of the date which is 
than seven (7) days before the service is to commence; and requests for daily service shall be 
submitted no later than 2:00 p.m. EPT the Business Day before service is to commence.  All 
requests received during the first thirty (30) minutes following the above-specified times shall be 
deemed to have been received simultaneously.  Designations of new Network Resources under 
section 30.2 that will use interface capacity and that are for a period of less than one year will be 
processed together with, and in the same manner as, requests for Short-Term Firm Point-To-
Point Transmission Service. 
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17.9  Increases in Transfer Capability for Short-Term Transmission Service: 
 
Each hour, the Transmission Provider shall post on the Transmission Provider’s OASIS, the 
capability of the Transmission System then available to accommodate firm Transmission Service 
and Network Integration Service for each of the following seventeen (17) months.  Reservations 
with respect to any increases in transfer capability reflected in such posting may be made 
commencing at the time of posting.  All requests for monthly Short-Term Firm Point-To-Point 
Transmission Service and monthly designation pursuant to section 30.2 of a new Network 
Resource that will use interface capacity received during the first thirty (30) minutes after each 
posting shall be deemed to have been submitted simultaneously.  The Transmission Provider 
shall respond to the requests no later than seven (7) Business Days from the time of request for 
monthly service and no later than two (2) Business Days from the time of the request for weekly 
service.  The Transmission Provider shall respond to requests within four (4) normal business 
hours of receipt for daily service if feasible. 
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18.3  Reservation of Non-Firm Point-To-Point Transmission Service: 
 
Requests for monthly service shall be submitted no earlier than 12:00 a.m. EPT of the day which 
is  sixty (60) calendar days before service is to commence; requests for weekly service shall be 
submitted no earlier than 12:00 a.m. EPT of the day which is fourteen (14) days before the 
service is to commence; requests for daily service shall be submitted no earlier than 12:00 a.m. 
EPT of the day which is three (3) Business Days before service is to commence; and requests for 
hourly service shall be submitted no earlier than 8:00 a.m. EPT the day before service is to 
commence.  Requests for monthly service shall be submitted no later than 12:00 a.m. EPT of the 
date which is two (2) Business Days before service is to commence; requests for weekly service 
shall be submitted no later than thirty (30) hours before the service is to commence; requests for 
daily service shall be submitted no later than 2:00 p.m. EPT the day before service is to 
commence; and requests for hourly service shall be submitted no later than the end of the 
operating hour before service is to commence.  All requests received during the first five (5) 
minutes following the above-specified times shall be deemed to have been received 
simultaneously. 
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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.  The Transmission Provider shall 
acknowledge receipt of the Generation Interconnection Request (electronically when available to 
all parties, otherwise written) within five Business Days after receipt of the request and shall 
attach a copy of the received Generation Interconnection Request to the Transmission Provider’s 
acknowledgment. 

1. Generation Interconnection Request Requirements.  To be assigned a PJM Queue 
Position pursuant to Section 201, a Generation Interconnection Customer must 
submit a complete and fully executed Generation Interconnection Feasibility 
Study Agreement, a form of which is located in the Tariff, Attachment N.  To be 
considered complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at a 
minimum, each of the following: 

a.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., street 
address, global positioning coordinates) and attach a map in PDF format 
depicting the property boundaries and the location of the generating unit 
site); and 

b.  evidence of an ownership interest in, or right to acquire or control the 
generating unit site for a minimum of three years, such as a deed, option 
agreement, lease, or other similar document acceptable to the 
Transmission Provider; and 

c.  the MW size of the proposed generating unit or the amount of increase in 
MW capability of an existing generating unit, and identification of any 
MW portion of the facility’s capability that will be a Capacity Resource; 
and 

d. identification of the fuel type of the proposed generating unit or upgrade 
thereto; and 

e.  a description of the equipment configuration, and a set of preliminary 
electrical design specifications, and, if the generating unit is a wind 
generation facility, then the set of preliminary electrical design 
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specifications must depict the wind plant as a single equivalent generator; 
and 

f.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where such date 
is to be no more than seven years from the date that a complete and fully 
executed Generation Interconnection Feasibility Study Agreement is 
received by the Transmission Provider unless the Interconnection 
Customer demonstrates that engineering, permitting, and construction of 
the generating unit or increase in capability will take more than seven 
years; and  

g.  any additional information as may be prescribed by the Transmission 
Provider in the PJM Manuals; and 

h. if Behind The Meter Generation is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the requirements in 
Section 36.1A of the Tariff must also be met; and  

i. Deposit. 

i. A deposit shall be submitted to Transmission Provider, as follows: 

(1) Provided that the maximum total deposit amount for a 
Generation Interconnection Request submitted in the first 
four calendar months of the current New Services Queue 
shall not exceed $110,000, a deposit of $10,000 plus $100 
for each MW requested if the Generation Interconnection 
Request is received in the first four calendar months of the 
current New Services Queue; or 

(2) Provided that the maximum total deposit amount for a 
Generation Interconnection Request submitted in the fifth 
calendar month of the current New Services Queue shall 
not exceed $120,000, a deposit of $20,000 plus $150 for 
each MW requested if the Generation Interconnection 
Request is received in the fifth calendar month of the 
current New Services Queue; or  

(3) Provided that the maximum total deposit amount for a 
Generation Interconnection Request submitted in the sixth 
calendar month of the current New Services Queue shall 
not exceed $130,000 a deposit of $30,000 plus $200 for 
each MW requested, if the Generation Interconnection 
Request is received in the sixth calendar month of the 
current New Services Queue. 
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ii. 10% of each total deposit amount is non-refundable.  Any unused 
non-refundable deposit monies shall be returned to the Generation 
Interconnection Customer upon Initial Operation.  However, if, 
before reaching Initial Operation, the Generation Interconnection 
Customer withdraws its Generation Interconnection Request, or the 
Generation Interconnection Request is otherwise deemed rejected 
or terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(1) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices due to 
Transmission Provider, Interconnected Transmission 
Owner(s) and/or third party contractors, as applicable, as a 
result of any failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection Request 
and/or associated Queue Position; and/or 

(2) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(3) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior New Service Requests and/or Generation 
Interconnection Requests by the Interconnection Customer. 

iii. 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, the 
refundable portion of each total deposit amount to cover the 
following: 

(1) The cost of the Queue Position acceptance review; and 

(2) The cost of the deficiency review of the Interconnection 
Customer’s Generation Interconnection Request (to 
determine whether the Generation Interconnection Request 
is valid); and  

(3) The dollar amount of the Interconnection Customer’s cost 
responsibility for the Generation Interconnection 
Feasibility Study; and 

(4) If the Generation Interconnection Request is deemed to be 
modified (pursuant to Section 36.2A of the Tariff), 
rejected, terminated and/or withdrawn during the 
deficiency review and/or deficiency response period (as 
described further below), or during the Feasibility Study 
period, the refundable deposit money shall be applied to 
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cover all of the costs incurred by the Transmission Provider 
up to the point of such Generation Interconnection Request 
being modified, rejected, terminated and/or withdrawn, and 
any remaining refundable deposit monies shall be applied 
to cover: 

(a) The costs of any restudies required as a result of the 
modification (pursuant to Section 36.2A of the 
Tariff), rejection, termination and/or withdrawal of 
such Generation Interconnection Request; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(d) If any refundable deposit monies remain after all 
costs and outstanding monies owed, as described in 
this section, are covered, such remaining refundable 
deposit monies shall be returned to the Generation 
Interconnection Customer in accordance with the 
PJM Manuals.  

iv. Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit monies 
toward: 

(1) The Interconnection Customer’s cost responsibility for any 
other studies conducted for the Generation Interconnection 
Request under Part VI of the Tariff, which shall be applied 
prior to the deposit monies collected for such other studies; 
and/or 

(2) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior Generation Interconnection Requests by the 
Interconnection Customer. 
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v. If any refundable deposit monies remain after the Feasibility Study 
is complete and any outstanding monies owed by the 
Interconnection Customer in connection with outstanding invoices 
related to prior New Service Requests and/or Generation 
Interconnection Requests by the Interconnection Customer have 
been paid, such remaining deposit monies shall be returned to the 
Generation Interconnection Customer. 

vi. The Interconnection Customer must submit the total required 
deposit amount with the Generation Interconnection Request.  If 
the Interconnection Customer fails to submit the total required 
deposit amount with the Generation Interconnection Request, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency review 
stage). 

vii. Deposit monies are non-transferrable.  Under no circumstances 
may refundable or non-refundable deposit monies for a specific 
Interconnection Request or Queue Position be applied in whole or 
in part to a different New Service Request or Interconnection 
Request or Queue Position. 

2. Deficiency Review.  Within five Business Days of the Interconnection Customer 
submitting a Generation Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation Interconnection Request to 
determine whether the Interconnection Customer submitted a valid Generation 
Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of three years, if 
a Generation Interconnection Request meets all requirements set forth 
above the Transmission Provider shall start the deficiency review.  While 
deficiency reviews may commence for Generation Interconnection 
Requests that are submitted without site control evidence that is acceptable 
to the Transmission Provider, such Generation Interconnection Requests 
shall not be assigned a Queue Position until the Transmission Provider 
receives site control evidence that is acceptable to the Transmission 
Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
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additional study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten Business 
Days of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study costs.  If 
the Interconnection Customer fails to pay such estimated additional 
study costs within ten Business Days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs, then the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five Business Days of receipt of the Generation 
Interconnection Request that such Generation Interconnection Request is 
deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten Business Days 
to respond to the deficiency notice.  This ten Business Day period 
is referred to as the deficiency response period. 
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(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five Business Days to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five Business Day review and the full ten 
Business Days of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue.   

4. In accordance with Section 201 of the Tariff, the Transmission Provider shall 
assign Queue Positions as of the date and time of receipt of all information 
required pursuant to Section 36.1.01.  If the information required pursuant to 
Section 36.1.01 is provided to the Transmission Provider in separate submissions, 
the Queue Position shall be assigned based on the date and time of receipt of the 
last required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
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of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Generation Interconnection Requests that identifies: 

i.  the proposed maximum summer and winter megawatt electrical 
output;  

ii.  the location of the generation by county and state;  

iii.  the station or transmission line or lines where the interconnection 
will be made;  

iv.  the facility’s projected date of Initial Operation;  

v.  the status of the Generation Interconnection Request, including its 
Queue Position;  

vi.  the type of Generation Interconnection Service requested;  

vii.  the availability of any studies related to the Interconnection 
Request;  

viii.  the date of the Generation Interconnection Request;  

ix.  the type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and  

x.  for each Generation Interconnection Request that has not resulted 
in a completed interconnection, an explanation of why it was not 
completed.   

b. This list will not disclose the identity of the Generation Interconnection 
Customer, except as otherwise provided in Part IV of the Tariff.  The list 
and the priority of Generation Interconnection Requests shall be included 
on the Transmission Provider’s 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 of a 
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. 
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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 shall submit to the Transmission 
Provider a Transmission Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Transmission Interconnection Request (electronically when available 
to all parties, otherwise written) within five Business Days after receipt of the request and shall 
attach a copy of the received Transmission Interconnection Request to the Transmission 
Provider’s acknowledgment. 
 

1. Transmission Interconnection Request Requirements.  To be assigned a PJM 
Queue Position pursuant to Section 201, a Transmission Interconnection 
Customer must submit a complete and fully executed Transmission 
Interconnection Feasibility Study Agreement, a form of which is located in the 
Tariff, Attachment S.  To be considered complete at the time of submission, the 
Interconnection Customer’s Transmission Interconnection Feasibility Study 
Agreement must include, at a minimum, each of the following: 

a.  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; and 

b.  a description of the proposed Merchant Transmission Facilities; and 

c.  the nominal capability or increase in capability (in megawatts) of the 
proposed Merchant Transmission Facilities; and 

d.  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; and 

e.  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; and  

i.  Transmission Injection Rights and/or Transmission Withdrawal 
Rights, or  
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ii.  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;  

f.  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; and 

g.  any additional information as may be prescribed by the Transmission 
Provider in the PJM Manuals; and 

h.  Deposit.   

i. A deposit shall be submitted to the Transmission Provider as 
follows: 

(1) Provided that the maximum total deposit amount for a 
Transmission Interconnection Request submitted in the first 
four calendar months of the current New Services Queue 
shall not exceed $110,000, a deposit of $10,000 plus $100 
for each MW requested if the Transmission Interconnection 
Request is received in the first four calendar months of the 
current New Services Queue; or 

(2) Provided that the maximum total deposit amount for a 
Transmission Interconnection Request submitted in the 
fifth calendar month of the current New Services Queue 
shall not exceed $120,000, a deposit of $20,000 plus $150 
for each MW requested if the Transmission Interconnection 
Request is received within the fifth calendar month of the 
current New Services Queue; or 

(3) Provided that the maximum total deposit amount for a 
Transmission Interconnection Request submitted in the 
sixth calendar month of the current New Services Queue 
shall not exceed $130,000, a deposit of $30,000 plus $200 
for each MW requested, if the Transmission 
Interconnection Request is received within the sixth 
calendar month of the current New Services Queue. 

ii. 10% of each total deposit amount is non-refundable.  Any unused 
non-refundable deposit monies shall be returned to the 
Transmission Interconnection Customer upon Initial Operation.  
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However, if, before reaching Initial Operation, the Transmission 
Interconnection Customer withdraws its Transmission 
Interconnection Request, or the Transmission Interconnection 
Request is otherwise deemed rejected or terminated and 
withdrawn, any unused portion of the non-refundable deposit 
monies shall be used to fund: 

(1) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices due to 
Transmission Provider, Interconnected Transmission 
Owner(s) and/or third party contractors, as applicable, as a 
result of any failure of the Interconnection Customer to pay 
actual costs for the Transmission Interconnection Request 
and/or associated Queue Position; and/or 

(2) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Transmission 
Interconnection Request; and/or 

(3) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior New Service Requests and/or Transmission and/or 
Generation Interconnection Requests by the 
Interconnection Customer.  

iii. 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, the 
refundable portion of each total deposit amount to cover the 
following: 

(1) The cost of the Queue Position acceptance review; and 

(2) The cost of the deficiency review of the Interconnection 
Customer’s Transmission Interconnection Request (to 
determine whether the Transmission Interconnection 
Request is valid); and 

(3) The dollar amount of the Interconnection Customer’s cost 
responsibility for the Transmission Interconnection 
Feasibility Study; and 

(4) If the Transmission Interconnection Request is deemed to 
be modified (pursuant to Section 36.2A of the Tariff), 
rejected, terminated and/or withdrawn during the 
deficiency review and/or deficiency response period (as 
described further below), or during the Feasibility Study 
period, the refundable deposit money shall be applied to 
cover all of the costs incurred by the Transmission Provider 
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up to the point of such Transmission Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit monies 
shall be applied to cover: 

(a) The costs of any restudies required as a result of the 
modification, rejection termination and/or 
withdrawal of such Transmission Interconnection 
Request; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Transmission Interconnection 
Request and/or associated Queue Position; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Transmission and/or Generation 
Interconnection Requests by the Interconnection 
Customer. 

(d) If any refundable deposit monies remain after all 
costs and outstanding monies owed, as described in 
this section, are covered, such remaining refundable 
deposit monies shall be returned to the 
Interconnection Customer in accordance with the 
PJM Manuals. 

iv. Upon completion of the Transmission Interconnection Feasibility 
Study, the Transmission Provider shall apply any remaining 
refundable deposit monies toward: 

(1) The Interconnection Customer’s cost responsibility for any 
other studies conducted for the Transmission 
Interconnection Request under Part VI of the Tariff, which 
shall be applied prior to the deposit monies collected for 
such other studies; and/or 

(2) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior New Service Requests and/or Transmission and/or 
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Generation Interconnection Requests by the 
Interconnection Customer. 

v. If any refundable deposit monies remain after the Feasibility Study 
is complete and any outstanding monies owed by the 
Interconnection Customer in connection with outstanding invoices 
related to prior New Service Requests and/or Transmission and/or 
Generation Interconnection Requests by the Interconnection 
Customer have been paid, such remaining deposit monies shall be 
returned to the Interconnection Customer.  

vi. The Interconnection Customer must submit the total required 
deposit amount with the Transmission Interconnection Request.  If 
the Interconnection Customer fails to submit the total required 
deposit amount with the Transmission Interconnection Request, the 
Transmission Interconnection Request shall be deemed to be 
terminated and withdrawn (i.e., the Transmission Interconnection 
Request shall be terminated prior to reaching the deficiency review 
stage). 

vii. Deposit monies are non-transferrable.  Under no circumstances 
may refundable or non-refundable deposit monies for a specific 
Interconnection Request or Queue Position be applied in whole or 
in part to a different New Service Request or Interconnection 
Request or Queue Position. 

2. Deficiency Review.  Within five Business Days of the Interconnection Customer 
submitting a Transmission Interconnection Request, the Transmission Provider 
shall provide a deficiency review of the Transmission Interconnection Request to 
determine whether the Interconnection Customer submitted a valid Transmission 
Interconnection Request. 

a. If a Transmission Interconnection Request meets all requirements set forth 
above, the Transmission Provider shall start the deficiency review. 

b. Pursuant to Section 9, Cost Responsibility, of the Transmission 
Interconnection Feasibility Study Agreement (Tariff, Attachment S), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 
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i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Interconnection Request during the 
deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below). 

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Transmission Interconnection Request 
shall be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten Business 
Days of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study costs.  If 
the Interconnection Customer fails to pay such estimated additional 
study costs within ten Business Days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs, then the Transmission 
Interconnection Request shall be deemed to be terminated and 
withdrawn.  

c. If there are deficiencies in the Transmission Interconnection Request for 
any of the requirements set forth above, the Transmission Provider shall 
notify the Interconnection Customer (electronically when available to all 
parties, otherwise written) within five Business Days of receipt of the 
Transmission Interconnection Request that such Transmission 
Interconnection Request is deficient.  This notification is referred to as a 
deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten Business Days 
to respond to the deficiency notice.  This ten Business Day period 
is referred to as the deficiency response period. 

(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or monies that the Transmission Provider’s deficiency 
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notice identified as being required to constitute a valid 
Transmission Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Transmission Interconnection Request shall be deemed to 
be terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five Business Days to review the Interconnection 
Customer’s response to the deficiency notice.  If the Transmission 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five Business Day review and the full ten 
Business Days of the Interconnection Customer’s deficiency 
response period have expired, the Transmission Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Transmission 
Interconnection Request shall be deemed to be terminated and 
withdrawn.  

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. The Transmission Provider shall assign Queue Positions pursuant to Section 201 
on the date and time of receipt of all the required information set forth in this 
Section 36.1.03.  

5. Deficiencies shall be considered cleared as of the date and time the Transmission 
Provider receives from the Interconnection Customer the last piece of required 
information deemed acceptable by the Transmission Provider to clear such 
deficiency notice.  

6. Adjacent Control Area Stipulation.  If applicable, within 30 calendar days of 
submitting its Transmission Interconnection Request, the Interconnection 
Customer shall provide evidence acceptable to the Transmission Provider that 
Interconnection Customer has submitted a valid interconnection request with the 
adjacent Control Area(s) in which it is interconnecting.  Transmission 
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Interconnection Customer shall maintain its queue position(s) with such adjacent 
Control Area(s) throughout the entire PJM Transmission Interconnection Request 
process for the relevant PJM Transmission Interconnection Request.  If 
Interconnection Customer fails to maintain its queue position(s) with such 
adjacent Control Area(s) throughout the entire PJM Transmission Interconnection 
Request process for the relevant PJM Transmission Interconnection Request, the 
relevant PJM Transmission Interconnection Request shall be deemed to be 
terminated and withdrawn. 

7. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Transmission Interconnection Requests that identifies: 

i.  in megawatts the potential nominal capability or increase in 
capability;  

ii.  the location of the Merchant Transmission Facilities by county and 
state;  

iii.  the station or transmission line or lines where the interconnection 
will be made;  

iv.  the facility’s projected date of Initial Operation;  

v.  the status of the Transmission Interconnection Request, including 
its Queue Position;  

vi.  the availability of any studies related to the Interconnection 
Request;  

vii.  the date of the Transmission Interconnection Request;  

viii.  the type of Merchant Transmission Facilities to be constructed; and  

ix.  for each Transmission Interconnection Request that has not 
resulted in a completed interconnection, an explanation of why it 
was not completed.   

b. 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 Transmission Provider’s website as a part of the New 
Services Queue. 

36.1.03A Transmission Interconnection Customers Requesting Merchant Network  
 Upgrades 
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Notwithstanding Section 36.1.03, an Interconnection Customer that proposes Merchant 
Network Upgrades (including advancing pursuant to Section 220 or accelerating 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 an Upgrade 
Request, with the required information and the required deposit for a System Impact 
Study, as set forth in Attachment EE. 

  
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 in the 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 III.  Capacity Resources also may 
participate in Reliability Pricing Model Auctions and in Ancillary Services markets pursuant to 
theTariff 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 the contingency criteria in the Applicable Standards.  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. 
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36.1.2 No Applicability to Transmission 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 II or Part III.   
 
36.1.3 [Reserved] 
 
36.1.4 [Reserved] 
 
36.1.5 Scoping Meeting: 
 
After a valid Interconnection Request has been established, the 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 
establishing a valid Interconnection Request, Transmission Provider shall offer to arrange, within 
seven Business Days of establishing such valid Interconnection Request, 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 establishment of a valid Interconnection Request if the valid 
Interconnection Request is established in the first four calendar months of the current New 
Services Queue; or within 30 days if the valid Interconnection Request is established within the 
fifth calendar month of the current New Services Queue; or in 20 days if the valid 
Interconnection Request is established in the sixth 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. 
 
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 
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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 (i) 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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109 Pre-application Process 
 
109.1 Eligibility   
A pre-application report request submitted pursuant to this section will only be furnished to 
prospective Interconnection Customers seeking to interconnect Small Generation Resources or 
increases of 20 MW or less to the capability of existing generation resources which, when 
combined, does not exceed 20 MW in aggregated maximum facility output  
 
109.2 Informal Request 
The Transmission Provider shall designate an employee or office from which information on the 
pre-application process and on the Transmission Provider’s system can be obtained through 
informal requests from a prospective Interconnection Customer presenting a proposed project for 
a specific site.  The name, telephone number and e-mail address of such contact employee or 
office shall be made available on the Transmission Provider’s Internet web site.  Electric system 
information provided to the prospective Interconnection Customer should include relevant 
system studies, interconnection studies, and other materials useful to provide an understanding of 
an interconnection at a particular point on the Transmission Provider’s system, to the extent such 
provision does not violate confidentiality provisions of prior agreements or critical infrastructure 
requirements.  The Transmission Provider shall comply with reasonable requests for such 
information. 
 
109.3  Pre-application Request   
In addition to the information described in section 109.2, which may be provided in response to 
an informal request, a prospective Interconnection Customer may submit a formal written 
request form, which form shall be made available on the Transmission Provider’s Internet web 
site, requesting a pre-application report on a proposed project at a specific site.  The written pre-
application report request from shall include the information in sections 109.3.1 through 109.3.8 
below to clearly and sufficiently identify the location of the proposed Point of Interconnection. 
 
 109.3.1  Project contact information, including name, address, phone number and email 
 address. 
 
 109.3.2  Project location (street address with nearby cross streets and town). 
 
 109.3.3  Meter number, pole number, or other equivalent information identifying   
 proposed Point of Interconnection, if available. 
 
 109.3.4  Generator type (e.g., solar, wind, combined heat and power, etc.). 
 
 109.3.5  Size (alternating current kW). 
 
 109.3.6  Single or three phase generator configuration. 
 
 109.3.7  Stand-alone generator (no onsite load, not including station service –   
 Yes or No?). 
 



 

Page 100 

 109.3.8  Is new service requested?  Yes or No?  If there is existing service, include the 
customer account number, site minimum and maximum current or  proposed electric 
loads in kW (if available) and specify if the load is expected to change. 

 
109.4  Jurisdictional Review 
Within five (5) Business Days following the receipt of a completed formal written request, 
submitted along with a $300 deposit paid by the prospective Interconnection Customer, the 
Transmission Provider will evaluate whether the proposed project contemplates FERC-
jurisdictional service and/or will be interconnected with FERC-jurisdictional facilities.  If it is 
determined that the proposed project does not contemplate FERC-jurisdictional service and/or 
will not be interconnecting with FERC-jurisdictional facilities, the Transmission Provider will so 
inform the prospective Interconnection Customer and refund the $300 deposit.   
 
109.5 Pre-application Report 
After the Transmission Provider has determined that a proposed project contemplates FERC-
jurisdictional service and/or will be interconnected with FERC-jurisdictional facilities, the 
prospective Interconnection Customer’s $300 deposit paid in conjunction with the jurisdictional 
review noted above, will be utilized to satisfy a $300 non-refundable fee required for the 
Transmission Provider to process a pre-application report.  The Transmission Provider shall 
provide the pre-application data described in section 109.6 below to the Interconnection 
Customer within 20 Business Days after the completion of the jurisdictional review set forth 
above.  The pre-application report produced by the Transmission Provider is non-binding, does 
not confer any rights, and the Interconnection Customer must still successfully apply to 
interconnect to the Transmission Provider’s system.   
 
109.6  Pre-application Report Data 
Using the information provided in the pre-application report request form in Section 109.3, the 
Transmission Provider will identify the substation/area bus, bank or circuit likely to serve the 
proposed Point of Interconnection.  This selection by the Transmission Provider does not 
necessarily indicate after application of the screens and/or study that this would be the circuit the 
project ultimately connects to.  The Interconnection Customer must request additional pre-
application reports if information about multiple Points of Interconnection is requested.  Subject 
to section 109.7, the pre-application report will include the following information: 
 

109.6.1  Total capacity (in MW) of substation/area bus, bank or circuit based on normal 
or operating ratings likely to serve the proposed Point of Interconnection. 

 
109.6.2  Existing aggregate generation capacity (in MW) interconnected to a 
substation/area bus, bank or circuit (i.e., amount of generation online) likely to serve the 
proposed Point of Interconnection.   

 
109.6.3 Aggregate queued generation capacity (in MW) for a substation/area bus, bank or 
circuit (i.e., amount of generation in the queue) likely to serve the proposed Point of 
Interconnection. 
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109.6.4 Available capacity (in MW) of substation/area bus or bank and circuit likely to 
serve the proposed Point of Interconnection (i.e., total capacity less the sum of existing 
aggregate generation capacity and aggregate queued generation capacity). 
 
109.6.5 Substation nominal distribution voltage and/or transmission nominal voltage if 
applicable. 
 
109.6.6 Nominal distribution circuit voltage at the proposed Point of Interconnection. 
 
109.6.7 Approximate circuit distance between the proposed Point of Interconnection and 
the substation. 

 
109.6.8 Relevant line section(s) actual or estimated peak load and minimum load data, 
including daytime minimum load as described in section 112A.5.3.1 below and absolute 
minimum load, when available. 
 
109.6.9 Number and rating of protective devices and number and type (standard, bi-
directional) of voltage regulating devices between the proposed Point of Interconnection 
and the substation/area. Identify whether the substation has a load tap changer. 
 
109.6.10 Number of phases available at the proposed Point of Interconnection. If a single 
phase, distance from the three-phase circuit. 
 
109.6.11 Limiting conductor ratings from the proposed Point of Interconnection to the 
distribution substation. 
 
109.6.12 Whether the Point of Interconnection is located on a spot network, grid network, 
or radial supply. 
 
109.6.13 Based on the proposed Point of Interconnection, existing or known constraints 
such as, but not limited to, electrical dependencies at that location, short circuit 
interrupting capacity issues, power quality or stability issues on the circuit, capacity 
constraints, or secondary networks. 
 

109.7  Pre-application Report Limitations 
The pre-application report need only include existing data.  A pre-application report request does 
not obligate the Transmission Provider to conduct a study or other analysis of the proposed 
generator in the event that data is not readily available.  If the Transmission Provider cannot 
complete all or some of a pre-application report due to lack of available data, the Transmission 
Provider shall provide the Interconnection Customer with a pre-application report that includes 
that data that is available.  The provision of information on “available capacity” pursuant to 
section 109.6.4 does not imply that an interconnection up to this level may be completed without 
impacts since there are many variables studied as part of the interconnection review process, and 
data provided in the pre-application report may become outdated at the time of the submission of 
the complete Interconnection Request.  Notwithstanding any of the provisions of this section, the 
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Transmission Provider shall, in good faith, include data in the pre-application report that 
represents the best available information at the time of reporting. 
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110.1 Application 
 
A Generation Interconnection Customer desiring the interconnection of a new Generation 
Capacity Resource of 20 MW or less or the increase in capacity by 20 MW or less of an Existing 
Generation Capacity Resource, must submit to the Transmission Provider a Generation 
Interconnection Request.  The Transmission Provider shall acknowledge receipt of the 
Generation Interconnection Request (electronically when available to all parties, otherwise 
written) within five Business Days after receipt of the request and shall attach a copy of the 
received Generation Interconnection Request to the Transmission Provider’s acknowledgment. 
 

1. Generation Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, a 
Generation Interconnection Customer must submit a complete and fully 
executed Generation Interconnection Feasibility Study Agreement, a form 
of which is located in the Tariff, Attachment N.  To be considered 
complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at 
a minimum, each of the following: 

i.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., 
street address, global positioning coordinates) and attach a map in 
PDF format depicting the property boundaries and the location of 
the generating unit site); and 

ii.  evidence of an ownership interest in, or right to acquire or control 
the generating unit site for a minimum of two years, such as a 
deed, option agreement, lease, or other similar document 
acceptable to the Transmission Provider; and 

iii.  the MW size of the proposed generating unit or the amount of 
increase in MW capability of an existing generating unit, and 
identification of any MW portion of the facility’s capability that 
will be a Capacity Resource; and 

iv. identification of the fuel type of the proposed generating unit or 
upgrade thereto; and 

v.  a description of the equipment configuration, and a set of 
preliminary electrical design specifications, and, if the generating 
unit is a wind generation facility, then the set of preliminary 
electrical design specifications must depict the wind plant as a 
single equivalent generator; and 

vi.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where 
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such date is to be no more than seven years from the date that a 
complete and fully executed Generation Interconnection Feasibility 
Study Agreement is received by the Transmission Provider unless 
the Interconnection Customer demonstrates that engineering, 
permitting, and construction of the generating unit or increase in 
capability will take more than seven years; and  

vii.  any additional information as may be prescribed by the 
Transmission Provider in the PJM Manuals; and 

viii. If Behind the Meter Generation is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the 
requirements in Section 36.1A of the Tariff must also be met; and 

ix.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $10,000 if the Generation 
Interconnection Request is received in the first four 
calendar months of the current New Services 
Queue; or 

(b) A deposit of $12,000 if the Generation 
Interconnection Request is received in the fifth 
calendar month of the current New Services Queue; 
or  

(c) A deposit of $15,000 if the Generation 
Interconnection Request is received in the sixth 
calendar month of the current New Services Queue. 

(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Generation Interconnection Customer upon Initial 
Operation.  However, if, before reaching Initial Operation, 
the Generation Interconnection Customer withdraws its 
Generation Interconnection Request, or the Generation 
Interconnection Request is otherwise deemed rejected or 
terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
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failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the Queue Position acceptance review; 
and 

(b) The cost of the deficiency review of the 
Interconnection Customer’s Generation 
Interconnection Request (to determine whether the 
Generation Interconnection Request is valid); and  

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the Generation 
Interconnection Feasibility Study; and 

(d) If the Generation Interconnection Request is 
deemed to be modified (pursuant to Section 36.2A 
of the Tariff), rejected, terminated and/or withdrawn 
during the deficiency review and/or deficiency 
response period, as described further below, or 
during the Feasibility Study period, the refundable 
deposit money shall be applied to cover all of the 
costs incurred by the Transmission Provider up to 
the point of such Generation Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit 
monies shall be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
Section 36.2A of the Tariff), rejection, 



 

Page 106 

termination and/or withdrawal of such 
Generation Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Generation 
Interconnection Request and/or associated 
Queue Position; and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Generation 
Interconnection Customer in accordance 
with the PJM Manuals.  

(4) Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit 
monies toward: 

(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the Generation 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(5) If any refundable deposit monies remain after the 
Feasibility Study is complete and any outstanding monies 
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owed by the Interconnection Customer in connection with 
outstanding invoices related to prior New Service Requests 
and/or Generation Interconnection Requests by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Generation 
Interconnection Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Generation 
Interconnection Request.  If the Interconnection Customer 
fails to submit the total required deposit amount with the 
Generation Interconnection Request, the Generation 
Interconnection Request shall be deemed to be terminated 
and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency 
review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue 
Position. 

2. Deficiency Review.  Within five Business Days of the Interconnection Customer 
submitting a Generation Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation Interconnection Request to 
determine whether the Interconnection Customer submitted a valid Generation 
Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of two years, if a 
Generation Interconnection Request meets all requirements set forth above 
the Transmission Provider shall start the deficiency review.  
Interconnection Customers that fail to provide site control evidence while 
their requests are available for deficiency review shall not be assigned a 
Queue Position until the Transmission Provider receives site control 
evidence that is acceptable to the Transmission Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
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Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten Business 
Days of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study costs.  If 
the Interconnection Customer fails to pay such estimated additional 
study costs within ten Business Days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs, then the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five Business Days of receipt of the Generation 
Interconnection Request that such Generation Interconnection Request is 
deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten Business Days 
to respond to the deficiency notice.  This ten Business Day period 
is referred to as the deficiency response period. 
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(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five Business Days to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five Business Day review and the full ten 
Business Days of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 110.1.  If the information required pursuant to Section 110.1 
is provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
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of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Generation Interconnection Requests that identifies: 

i. The proposed maximum summer and winter megawatt electrical 
output; 

ii. The location of the generation by county and state; 

iii. The station or transmission line or lines where the interconnection 
will be made; 

iv. The facility’s projected date of Initial Operation; 

v. The status of the Generation Interconnection Request, including its 
Queue Position; 

vi. The type of Generation Interconnection Service requested; 

vii. The availability of any studies related to the Interconnection 
Request; 

viii. The date of the Generation Interconnection Request; 

ix. The type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and 

x. For each Generation Interconnection Request that has not resulted 
in a completed interconnection, an explanation of why it was not 
completed. 

b. This list shall not disclose the identity of the Generation Interconnection 
Customer, except as otherwise provided in Part IV of the Tariff.  The list 
and the priority of Generation Interconnection Requests shall be included 
on the Transmission Provider’s website as part of the New Services 
Queue. 

7. Small Generation Project Evaluation.  Small Generation projects are to be 
evaluated against criteria which follow.  In order to complete the evaluation of the 
proposed project, it shall be necessary to complete a scoping meeting between the 
Interconnection Customer, Transmission Owner(s) and the Transmission 
Provider.  The Interconnection Customer must identify the Point of 
Interconnection to be utilized in evaluation of the proposed project no later than 
the close of business on the next Business Day following the day on which the 
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scoping meeting is held.  If the project meets all portions of the following criteria, 
the project is eligible to enter the Alternate Queue Process discussed in Section 
112C.  Failure to meet any one of the following criteria shall result in the projects 
inclusion in normal Feasibility, Impact, and Facilities studies, as required and 
discussed beginning in Section 110.2.  Criteria for inclusion in the Alternate 
Queue Process is as follows; (i) project cannot be connected to a PJM monitored 
transmission facility as defined in PJM Manual M-03, (ii) project cannot be an 
uprate or addition to an existing facility, (iii) project distribution factor for any 
PJM monitored transmission facility may not exceed 5% as evaluated against the 
case chosen to model the New Services Queue associated with the timing of the 
receipt of the Interconnection Request and the MW impact of the project cannot 
be greater than 1% of the element rating, (iv) project may not connect to the same 
Point of Interconnection as any other project, and (v) aggregate impact of all 
projects connecting on any individual radial connection to a PJM monitored 
transmission facility shall not exceed 1% of line rating. 
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111.1 Application 
 
The Interconnection Customer desiring the interconnection of a  Small Generation Resource 
greater than 2 MW or the increase in capability, by 20 MW or less but greater than 2 MW 
(synchronous) or 5 MW (inverter-based) of an existing resource, must submit to the 
Transmission Provider a Generation Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Generation Interconnection Request (electronically when available to 
all parties, otherwise written) within five Business Days after receipt of the request and shall 
attach a copy of the received Generation Interconnection Request to the Transmission Provider’s 
acknowledgment. 
 

1. Generation Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, a 
Generation Interconnection Customer must submit a complete and fully 
executed Generation Interconnection Feasibility Study Agreement, a form 
of which is located in the Tariff, Attachment N.  To be considered 
complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at 
a minimum, each of the following: 

i.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., 
street address, global positioning coordinates) and attach a map in 
PDF format depicting the property boundaries and the location of 
the generating unit site); and 

ii.  evidence of an ownership interest in, or right to acquire or control 
the generating unit site for a minimum of two years, such as a 
deed, option agreement, lease, or other similar document 
acceptable to the Transmission Provider; and 

iii.  the MW size of the proposed generating unit or the amount of 
increase in MW capability of an existing generating unit, and 
identification of any MW portion of the facility’s capability that 
will be a Capacity Resource; and 

iv. identification of the fuel type of the proposed generating unit or 
upgrade thereto; and 

v.  a description of the equipment configuration, and a set of 
preliminary electrical design specifications, and, if the generating 
unit is a wind generation facility, then the set of preliminary 
electrical design specifications must depict the wind plant as a 
single equivalent generator; and 
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vi.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where 
such date is to be no more than seven years from the date that a 
complete and fully executed Generation Interconnection Feasibility 
Study Agreement is received by the Transmission Provider unless 
the Interconnection Customer demonstrates that engineering, 
permitting, and construction of the generating unit or increase in 
capability will take more than seven years; and  

vii.  any additional information as may be prescribed by the 
Transmission Provider in the PJM Manuals; and 

viii. If Behind the Meter Generation is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the 
requirements in Section 36.1A of the Tariff must also be met; and 

ix.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $10,000 if the Generation 
Interconnection Request is received in the first four 
calendar months of the current New Services 
Queue; or 

(b) A deposit of $12,000 if the Generation 
Interconnection Request is received in the fifth 
calendar month of the current New Services Queue; 
or  

(c) A deposit of $15,000 if the Generation 
Interconnection Request is received in the sixth 
calendar month of the current New Services Queue. 

(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Generation Interconnection Customer upon Initial 
Operation.  However, if, before reaching Initial Operation, 
the Generation Interconnection Customer withdraws its 
Generation Interconnection Request, or the Generation 
Interconnection Request is otherwise deemed rejected or 
terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 



 

Page 114 

Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the Queue Position acceptance review; 
and 

(b) The cost of the deficiency review of the 
Interconnection Customer’s Generation 
Interconnection Request (to determine whether the 
Generation Interconnection Request is valid); and  

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the Generation 
Interconnection Feasibility Study; and 

(d) If the Generation Interconnection Request is 
deemed to be modified (pursuant to Section 36.2A 
of the Tariff), rejected, terminated and/or withdrawn 
during the deficiency review and/or deficiency 
response period, as described further below, or 
during the Feasibility Study period, the refundable 
deposit money shall be applied to cover all of the 
costs incurred by the Transmission Provider up to 
the point of such Generation Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit 
monies shall be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
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Section 36.2A of the Tariff), rejection, 
termination and/or withdrawal of such 
Generation Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Generation 
Interconnection Request and/or associated 
Queue Position; and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Generation 
Interconnection Customer in accordance 
with the PJM Manuals.  

(4) Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit 
monies toward: 

(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the Generation 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 



 

Page 116 

(5) If any refundable deposit monies remain after the 
Feasibility Study is complete and any outstanding monies 
owed by the Interconnection Customer in connection with 
outstanding invoices related to prior New Service Requests 
and/or Generation Interconnection Requests by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Generation 
Interconnection Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Generation 
Interconnection Request.  If the Interconnection Customer 
fails to submit the total required deposit amount with the 
Generation Interconnection Request, the Generation 
Interconnection Request shall be deemed to be terminated 
and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency 
review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue 
Position. 

2. Deficiency Review.  Within five Business Days of the Interconnection Customer 
submitting a Generation Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation Interconnection Request to 
determine whether the Interconnection Customer submitted a valid Generation 
Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of two years, if a 
Generation Interconnection Request meets all requirements set forth above 
the Transmission Provider shall start the deficiency review.  
Interconnection Customers that fail to provide site control evidence while 
their requests are available for deficiency review shall not be assigned a 
Queue Position until the Transmission Provider receives site control 
evidence that is acceptable to the Transmission Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
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binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten Business 
Days of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study costs.  If 
the Interconnection Customer fails to pay such estimated additional 
study costs within ten Business Days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs, then the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five Business Days of receipt of the Generation 
Interconnection Request that such Generation Interconnection Request is 
deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 
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ii. The Interconnection Customer shall be provided ten Business Days 
to respond to the deficiency notice.  This ten Business Day period 
is referred to as the deficiency response period. 

(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five Business Days to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five Business Day review and the full ten 
Business Days of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 111.1.  If the information required pursuant to Section 111.1 
is provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 
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5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Generation Interconnection Requests that identifies: 

i. The proposed maximum summer and winter megawatt electrical 
output; 

ii. The location of the generation by county and state; 

iii. The station or transmission line or lines where the interconnection 
will be made; 

iv. The facility’s projected date of Initial Operation; 

v. The status of the Generation Interconnection Request, including its 
Queue Position; 

vi. The type of Generation Interconnection Service requested; 

vii. The availability of any studies related to the Interconnection 
Request; 

viii. The date of the Generation Interconnection Request; 

ix. The type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and 

x. For each Generation Interconnection Request that has not resulted 
in a completed interconnection, an explanation of why it was not 
completed. 

b. This list shall not disclose the identity of the Generation Interconnection 
Customer, except as otherwise provided in Part IV of the Tariff.  The list 
and the priority of Generation Interconnection Requests shall be included 
on the Transmission Provider’s website as part of the New Services 
Queue. 

7. Small Generation Project Evaluation.  Small Generation projects are to be 
evaluated against criteria which follow.  In order to complete the evaluation of the 
proposed project, it shall be necessary to complete a scoping meeting between the 
Interconnection Customer, Transmission Owner(s) and the Transmission 
Provider.  The Interconnection Customer must identify the Point of 
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Interconnection to be utilized in evaluation of the proposed project no later than 
the close of business on the next Business Day following the day on which the 
scoping meeting is held.  If the project meets all portions of the following criteria, 
the project is eligible to enter the Alternate Queue Process discussed in Section 
112C.  Failure to meet any one of the following criteria shall result in the projects 
inclusion in normal Feasibility, Impact, and Facilities studies, as required and 
discussed beginning in Section 111.2.  Criteria for inclusion in the Alternate 
Queue Process is as follows; (i) project cannot be connected to the a PJM 
monitored transmission facility as defined in PJM Manual M-03, (ii) project 
cannot be an uprate or addition to an existing facility, (iii) project distribution 
factor for any PJM monitored transmission facility may not exceed 5% as 
evaluated against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW impact 
of the project cannot be greater than 1% of the element rating, (iv) project may 
not connect to the same Point of Interconnection as any other project, and (v) 
aggregate impact of all projects connecting on any individual radial connection to 
a PJM monitored transmission facility shall not exceed 1% of line rating. 
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112.1 Application 
 
The Generation Interconnection Customer desiring the interconnection of a temporary Energy 
Resource of 20 MW or less but greater than 2 MW (synchronous) or 5 MW (inverter-based) 
must submit to the Transmission Provider a Generation Interconnection Request.  The 
Transmission Provider shall acknowledge receipt of the Generation Interconnection Request 
(electronically when available to all parties, otherwise written) within five Business Days after 
receipt of the request and shall attach a copy of the received Generation Interconnection Request 
to the Transmission Provider’s acknowledgment. 
 

1. Generation Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, a 
Generation Interconnection Customer must submit a complete and fully 
executed Generation Interconnection Feasibility Study Agreement, a form 
of which is located in the Tariff, Attachment N.  To be considered 
complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at 
a minimum, each of the following: 

i.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., 
street address, global positioning coordinates) and attach a map in 
PDF format depicting the property boundaries and the location of 
the generating unit site); and 

ii.  evidence of an ownership interest in, or right to acquire or control 
the generating unit site for a minimum of two years, such as a 
deed, option agreement, lease, or other similar document 
acceptable to the Transmission Provider; and 

iii.  the MW size of the proposed generating unit or the amount of 
increase in MW capability of an existing generating unit, and 
identification of any MW portion of the facility’s capability that 
will be a Capacity Resource; and 

iv. identification of the fuel type of the proposed generating unit or 
upgrade thereto; and 

v.  a description of the equipment configuration, and a set of 
preliminary electrical design specifications, and, if the generating 
unit is a wind generation facility, then the set of preliminary 
electrical design specifications must depict the wind plant as a 
single equivalent generator; and 

vi.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where 



 

Page 122 

such date is to be no more than seven years from the date that a 
complete and fully executed Generation Interconnection Feasibility 
Study Agreement is received by the Transmission Provider unless 
the Interconnection Customer demonstrates that engineering, 
permitting, and construction of the generating unit or increase in 
capability will take more than seven years; and  

vii.  any additional information as may be prescribed by the 
Transmission Provider in the PJM Manuals; and 

viii. If Behind the Meter Generation  is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the 
requirements in Section 36.1A of the Tariff must also be met; and 

ix.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $10,000 if the Generation 
Interconnection Request is received in the first four 
calendar months of the current New Services 
Queue; or 

(b) A deposit of $12,000 if the Generation 
Interconnection Request is received in the fifth 
calendar month of the current New Services Queue; 
or  

(c) A deposit of $15,000 if the Generation 
Interconnection Request is received in the sixth 
calendar month of the current New Services Queue. 

(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Generation Interconnection Customer upon Initial 
Operation.  However, if, before reaching Initial Operation, 
the Generation Interconnection Customer withdraws its 
Generation Interconnection Request, or the Generation 
Interconnection Request is otherwise deemed rejected or 
terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
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failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the Queue Position acceptance review; 
and 

(b) The cost of the deficiency review of the 
Interconnection Customer’s Generation 
Interconnection Request (to determine whether the 
Generation Interconnection Request is valid); and  

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the Generation 
Interconnection Feasibility Study; and 

(d) If the Generation Interconnection Request is 
deemed to be modified (pursuant to Section 36.2A 
of the Tariff), rejected, terminated and/or withdrawn 
during the deficiency review and/or deficiency 
response period, as described further below, or 
during the Feasibility Study period, the refundable 
deposit money shall be applied to cover all of the 
costs incurred by the Transmission Provider up to 
the point of such Generation Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit 
monies shall be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
Section 36.2A of the Tariff), rejection, 
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termination and/or withdrawal of such 
Generation Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Generation 
Interconnection Request and/or associated 
Queue Position; and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Generation 
Interconnection Customer in accordance 
with the PJM Manuals.  

(4) Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit 
monies toward: 

(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the Generation 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(5) If any refundable deposit monies remain after the 
Feasibility Study is complete and any outstanding monies 
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owed by the Interconnection Customer in connection with 
outstanding invoices related to prior New Service Requests 
and/or Generation Interconnection Requests by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Generation 
Interconnection Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Generation 
Interconnection Request.  If the Interconnection Customer 
fails to submit the total required deposit amount with the 
Generation Interconnection Request, the Generation 
Interconnection Request shall be deemed to be terminated 
and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency 
review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue 
Position. 

2. Deficiency Review.  Within five Business Days of the Interconnection Customer 
submitting a Generation Interconnection Request, Transmission Provider shall 
provide a deficiency review of the Generation Interconnection Request to 
determine whether the Interconnection Customer submitted a valid Generation 
Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of two years, if a 
Generation Interconnection Request meets all requirements set forth above 
the Transmission Provider shall start the deficiency review.  
Interconnection Customers that fail to provide site control evidence while 
their requests are available for deficiency review shall not be assigned a 
Queue Position until the Transmission Provider receives site control 
evidence that is acceptable to the Transmission Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
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Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten Business 
Days of Transmission Provider sending the Interconnection 
Customer notification of such estimated additional study costs.  If 
the Interconnection Customer fails to pay such estimated additional 
study costs within ten Business Days of Transmission Provider 
sending the Interconnection Customer notification of such 
estimated additional study costs, then the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five Business Days of receipt of the Generation 
Interconnection Request that such Generation Interconnection Request is 
deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten Business Days 
to respond to the deficiency notice.  This ten Business Day period 
is referred to as the deficiency response period. 
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(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five Business Days to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five Business Day review and the full ten 
Business Days of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 112.1.  If the information required pursuant to Section 112.1 
is provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 



 

Page 128 

of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Because temporary Energy Resources are not granted any long term rights with 
respect to the transmission system, such requests shall not be identified in the 
New Services Queue on the PJM website.  A separate queue of such requests shall 
be maintained in order to facilitate processing. 

7. Small Generation Project Evaluation.  Small Generation projects are to be 
evaluated against criteria which follow.  In order to complete the evaluation of the 
proposed project it shall be necessary to complete a scoping meeting between the 
Interconnection Customer, Transmission Owner(s) and the Transmission 
Provider.  The Interconnection Customer must identify the Point of 
Interconnection to be utilized in evaluation of the proposed project no later than 
the close of business on the next Business Day following the day on which the 
scoping meeting is held.  If the project meets all portions of the following criteria, 
the project is eligible to enter the Alternate Queue Process discussed in Section 
112C.  Failure to meet any one of the following criteria shall result in the projects 
inclusion in normal Feasibility, Impact, and Facilities studies, as required and 
discussed beginning in Section 112.2.  Criteria for inclusion in the Alternate 
Queue Process is as follows; (i) project cannot be connected to the a PJM 
monitored transmission facility as defined in PJM Manual M-03, (ii) project 
cannot be an uprate or addition to an existing facility, (iii) project distribution 
factor for any PJM monitored transmission facility may not exceed 5% as 
evaluated against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW impact 
of the project cannot be greater than 1% of the element rating, (iv) project may 
not connect to the same Point of Interconnection as any other project, and (v) 
aggregate impact of all projects connecting on any individual radial connection to 
a PJM monitored transmission facility shall not exceed 1% of line rating. 
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112A.1   Application 
 
The Interconnection Customer desiring the interconnection of a new permanent or temporary 
Energy Resource of 2 MW or less (synchronous) or 5 MW or less (inverter-based) must submit 
to the Transmission Provider an Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Interconnection Request (electronically when available to all parties, 
otherwise written) within five Business Days after receipt of the request and shall attach a copy 
of the received Interconnection Request to the Transmission Provider’s acknowledgment. 
 

1. Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, an 
Interconnection Customer must submit a complete and fully executed 
Form of Screens Process Interconnection Request (For Generation 
Facilities of 2 MW or Less Synchronous 5 MW or Less Inverter-Based), a 
form of which is located in the Tariff, Attachment Y.  To be considered 
complete at the time of submission, the Interconnection Customer’s Form 
of Screens Process Interconnection Request (For Generation Facilities of 2 
MW or Less Synchronous 5 MW or Less Inverter-Based) must include, at 
a minimum, each of the following: 

i.  Interconnection Customer Information; and 

ii.  Energy Resource Information; and 

iii.  Energy Resource Characteristic Data; and 

iv. Interconnection Facilities Information; and  

v.  Diagrams and Site Control; and 

vi.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $2,000 if the Interconnection Request 
is received in the first four calendar months of the 
current New Services Queue; or 

(b) A deposit of $3,000 if the Interconnection Request 
is received in the fifth calendar month of the current 
New Services Queue; or  

(c) A deposit of $5,000 if the Interconnection Request 
is received in the sixth calendar month of the 
current New Services Queue. 
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(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Interconnection Customer upon Initial Operation.  
However, if, before reaching Initial Operation, the 
Interconnection Customer withdraws its Interconnection 
Request, or the Interconnection Request is otherwise 
deemed rejected or terminated and withdrawn, any unused 
portion of the non-refundable deposit monies shall be used 
to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Interconnection Request and/or 
associated Queue Position or Alternate Queue 
Process; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests and/or Queue Positions or Alternate 
Queue Process by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the screens evaluation and/or 
supplemental screens evaluations; and 

(b) The cost of Alternate Queue Process studies; and 

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the 
Interconnection Feasibility Study; and 

(d) If the Interconnection Request is deemed to be 
modified (pursuant to Section 36.2A of the Tariff), 
rejected, terminated and/or withdrawn during the 
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deficiency review and/or deficiency response 
period, as described further below, or during the 
screens evaluation period, the refundable deposit 
money shall be applied to cover all of the costs 
incurred by the Transmission Provider up to the 
point of such Interconnection Request being 
modified, rejected, terminated and/or withdrawn, 
and any remaining refundable deposit monies shall 
be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
Section 36.2A of the Tariff), rejection, 
termination and/or withdrawal of such 
Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Interconnection 
Request and/or associated Queue Position; 
and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests and/or Queue 
Positions or Alternate Queue Process by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Interconnection 
Customer in accordance with the PJM 
Manuals.  

(4) Upon completion of the screens evaluations and/or 
Alternate Queue Process studies, the Transmission Provider 
shall apply any remaining refundable deposit monies 
toward: 
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(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests and/or Queue Positions or Alternate 
Queue Process by the Interconnection Customer. 

(5) If any refundable deposit monies remain after the screens 
evaluations and/or Alternate Queue Process studies are 
complete and any outstanding monies owed by the 
Interconnection Customer in connection with outstanding 
invoices related to prior New Service Requests and/or 
Generation Interconnection Requests and/or Queue 
Positions or Alternate Queue Process by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Interconnection 
Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Interconnection Request.  
If the Interconnection Customer fails to submit the total 
required deposit amount with the Interconnection Request, 
the Interconnection Request shall be deemed to be 
terminated and withdrawn (i.e., the Interconnection 
Request shall be terminated prior to reaching the screens 
evaluations and/or deficiency review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position or Alternate Queue Position be applied in whole or 
in part to a different New Service Request or 
Interconnection Request or Queue Position or Alternate 
Queue Position. 

2. Deficiency Review.  Within five Business Days of the Interconnection Customer 
submitting an Interconnection Request, the Transmission Provider shall provide a 
deficiency review of the Interconnection Request to determine whether the 
Interconnection Customer submitted a valid Interconnection Request. 
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a. If an Interconnection Request meets all of the requirements set forth 
above, the Transmission Provider shall start the deficiency review. 

b. If there are deficiencies in the Interconnection Request for any of the 
requirements set forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to all parties, 
otherwise written) within five Business Days of receipt of the 
Interconnection Request that such Interconnection Request is deficient.  
This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten Business Days 
to respond to the deficiency notice.  This ten Business Day period 
is referred to as the deficiency response period. 

(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence and/or monies that the Transmission 
Provider’s deficiency notice identified as being required to 
constitute a valid Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Interconnection Request shall be deemed to be terminated 
and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five Business Days to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five Business Day review and the full ten  
Business Days of the Interconnection Customer’s deficiency 
response period have expired, the Interconnection Requests shall 
be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 
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3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
assigned. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 112A.  If the information required pursuant to Section 112A is 
provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Interconnection Requests that identifies: 

i. The proposed maximum summer and winter megawatt electrical 
output; 

ii. The location of the generation by county and state; 

iii. The station or transmission line or lines where the interconnection 
will be made; 

iv. The facility’s projected date of Initial Operation; 

v. The status of the Interconnection Request, including its Queue 
Position; 

vi. The type of Interconnection Service requested; 

vii. The availability of any studies related to the Interconnection 
Request; 

viii. The date of the Interconnection Request; 

ix. The type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and 
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x. For each Interconnection Request that has not resulted in a 
completed interconnection, an explanation of why it was not 
completed. 

b. This list shall not disclose the identity of the Interconnection Customer, except as 
otherwise provided in Part IV of the Tariff.  The list and the priority of 
Interconnection Requests shall be included on the Transmission Provider’s 
website as part of the New Services Queue.
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112A.3   Results of Screens 
 
112A.3.1 If the proposed interconnection passes the screens set forth in section 112A.1 of 
this Tariff, the proposed interconnection shall be approved and the Transmission Provider will 
undertake Reasonable Efforts to provide the Interconnection Customer with an executable 
Interconnection Service Agreement within five Business Days after the determination.  In the 
event that the Transmission Provider is unable to provide Interconnection Customer with an 
executable Interconnection Service Agreement within five Business Days, it shall provide 
Interconnection Customer with reasonable notification of the delay, including the reasons for the 
delay and the date it anticipates being able to provide the executable Interconnection Service 
Agreement. Interconnection Customer shall execute the Interconnection Service Agreement, 
request dispute resolution, or request that the Interconnection Service Agreement be filed 
unexecuted in accordance with section 212.4 of this Tariff. 
 
112A.3.2 If the proposed interconnection of the Energy Resource fails the screens set forth 
in section 112A.1 of this Tariff, but the Transmission Provider, in consultation with the 
Interconnected Transmission Owner, determines that the Energy Resource may nevertheless be 
interconnected consistent with safety, reliability, and power quality standards, the Transmission 
Provider will undertake Reasonable Efforts to provide the Interconnection Customer an 
executable Interconnection Service Agreement within five Business Days after such 
determination.  In the event that the Transmission Provider is unable to provide Interconnection 
Customer with an executable Interconnection Service Agreement within five Business Days, it 
shall provide Interconnection Customer with reasonable notification of the delay, including the 
reasons for the delay and the date it anticipates being able to provide the executable 
Interconnection Service Agreement.  Interconnection Customer shall execute the Interconnection 
Service Agreement, request dispute resolution, or request that the Interconnection Service 
Agreement be filed unexecuted in accordance with section 212.4 of this Tariff. 
 
112A.3.3 If the proposed interconnection of the Energy Resource fails the screens set forth 
in section 112A.1 of this Tariff, but the Transmission Provider does not or cannot determine 
from the initial review that the Energy Resource may nevertheless be interconnected consistent 
with safety, reliability, and power quality standards unless the Interconnection Customer is 
willing to consider minor modifications or further study, the Transmission Provider shall provide 
the Interconnection Customer with the opportunity to attend a customer options meeting.  
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112A.4  Customer Options Meeting 
 
112A.4.1 If the Transmission Provider determines that the Interconnection Request cannot 
be approved without:  (1) minor modifications at minimal cost; (2) a supplemental study or other 
additional studies or actions; or (3) incurring at significant cost to address safety, reliability, or 
power quality problems, the Transmission Provider shall notify the Interconnection Customer of 
that determination within five Business Days and provide copies of all data and analyses 
underlying its conclusion.  Within ten Business Days of the Transmission Provider's 
determination, the Transmission Provider shall offer to convene a customer options meeting with 
the Transmission Provider and the Transmission Owner to review possible Customer Facility 
modifications or the screens analysis and related results, to determine what further steps are 
needed to permit the Energy Resource to be connected safely and reliably.  At the time of 
notification of the Transmission Provider's determination, or at the customer options meeting, the 
Transmission Provider and Transmission Owner, as applicable, shall: 
 
112A.4.1.1 Offer to perform facility modifications or minor modifications to the 
Transmission System (e.g., changing meters, fuses, relay settings) and provide a non-binding 
good faith estimate of the limited cost to make such modifications to the Transmission System.  
If the Interconnection Customer agrees to pay for the modifications to the Transmission 
Provider’s system, the Transmission Provider will provide the Interconnection Customer with an 
executable Interconnection Service Agreement within ten Business Days of the customer options 
meeting; or 
 
112A.4.1.2 Offer to perform a supplemental review in accordance with section 112A.5 , and 
provide a non-binding good faith estimate of the costs of such review; or 
 
112A.4.1.3 Obtain the Interconnection Customer's agreement to continue evaluating the 
Interconnection Request under sections 111 or 112 of the Tariff (irrespective of the resource size 
limitations stated therein), as applicable. 
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112A.5  Supplemental Review 
 
112A.5.1 To accept the offer of a supplemental review, the Interconnection Customer shall 
agree in writing, and submit a deposit for the estimated costs of the supplemental review in the 
amount of the Transmission Provider’s good faith estimate of the costs of such review 
(recognizing that such amount may be adjusted by the amount of deposits already held by the 
Transmission Provider in connection with the Interconnection Request) both within 15 Business 
Days of the offer. If the written agreement and additional deposit (if required) have not been 
received by the Transmission Provider within that timeframe, the Interconnection Request shall 
continue to be evaluated under Section 111 or 112 of this Subpart G (irrespective of the resource 
size limitation set forth therein) unless it is withdrawn by the Interconnection Customer.   
 
112A.5.2 The Interconnection Customer may specify the order in which the Transmission 
Provider will complete the screens in section 112A.5.4.   
 
112A.5.3 Within 30 Business Days following receipt of the deposit for a supplemental 
review, the Transmission Provider shall: (1) perform a supplemental review using the screens set 
forth below; (2) notify, in writing, the Interconnection Customer of the results; and (3) include 
with the notification copies of the analysis and data underlying the Transmission Provider’s 
determinations under the screens.  Unless the Interconnection Customer provided instructions for 
how to respond to the failure of any of the supplemental review screens below at the time the 
Interconnection Customer accepted the offer of supplemental review, the Transmission Provider 
shall notify the Interconnection Customer following the failure of any of the screens, or if it is 
unable to perform the screen in section 112A.5.3.1, within two Business Days of making such a 
determination to obtain the Interconnection Customer’s permission to: (1) continue evaluating 
the proposed interconnection under this section 112A.5.3; (2) terminate the supplemental review 
and continue evaluating the Energy Resource under section 111 or 112 (irrespective of the 
resource size limitation set forth therein), as applicable; or (3) terminate the supplemental review 
upon withdrawal of the Interconnection Request by the Interconnection Customer. 
 

112A.5.3.1 Minimum Load Screen:  Where 12 months of line section minimum load 
data (including onsite load but not station service load served by the proposed small 
Energy Resource) are available, can be calculated, can be estimated from existing data, or 
determined from a power flow model, the aggregate Generating Facility capacity on the 
line section is less than 100% of the minimum load for all line sections bounded by 
automatic sectionalizing devices upstream of the proposed small Energy Resource. If 
minimum load data is not available, or cannot be calculated, estimated or determined, the 
Transmission Provider shall include the reason(s) that it is unable to calculate, estimate or 
determine minimum load in its supplemental review results notification under section 
112A.5.3. 

 
112A.5.3.1.1 The type of generation used by the proposed Energy Resource will 
be taken into account when calculating, estimating, or determining circuit or line 
section minimum load relevant for the application of screen 112A.5.3.1.  Solar 
photovoltaic (PV) generation systems with no battery storage use daytime 
minimum load (i.e., 10 a.m. to 4 p.m. for fixed panel systems and 8 a.m. to 6 p.m. 
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for PV systems utilizing tracking systems), while all other generation uses 
absolute minimum load. 
 
112A.5.3.1.2 When this screen is being applied to an Energy Resource that 
services some station service load, only the net injection into the Transmission 
Provider’s electric system will be considered as part of the aggregate generation. 
 
112A.5.3.1.3 Transmission Provider will not consider as part of the aggregate 
generation for purposes of this screen generating facility capacity known to be 
already reflected in the minimum load data. 
 

112A.5.3.2 Voltage and Power Quality Screen:  In aggregate with existing generation 
on the line section: (1) the voltage regulation on the line section can be maintained in 
compliance with relevant requirements under all system conditions; (2) the voltage 
fluctuation is within acceptable limits as defined by Institute of Electrical and Electronics 
Engineers (IEEE) Standard 1453, or utility practice similar to IEEE Standard 1453; and 
(3) the harmonic levels meet IEEE Standard 519 limits. 
 
112A.5.3.3 Safety and Reliability Screen: The location of the proposed small Energy 
Resource and the aggregate generation capacity on the line section do not create impacts 
to safety or reliability that cannot be adequately addressed without application of the 
Study Process. The Transmission Provider shall give due consideration to the following 
and other factors in determining potential impacts to safety and reliability in applying this 
screen. 
 

112A.5.3.3.1 Whether the line section has significant minimum loading levels 
dominated by a small number of customers (e.g., several large commercial 
customers). 
 
112A.5.3.3.2  Whether the loading along the line section is uniform or even. 
 
112A.5.3.3.3  Whether the proposed small Energy Resource is located in close 
proximity to the substation (i.e., less than 2.5 electrical circuit miles), and whether 
the line section from the substation to the Point of Interconnection is a Mainline 
rated for normal and emergency ampacity. 
 
112A.5.3.3.4 Whether the proposed small Energy Resource incorporates a time 
delay function to prevent reconnection of the generator to the system until system 
voltage and frequency are within normal limits for a prescribed time. 
 
112A.5.3.3.5 Whether operational flexibility is reduced by the proposed small 
Energy Resource, such that transfer of the line section(s) of the small Energy 
Resource to a neighboring distribution circuit/substation may trigger overloads or 
voltage issues. 
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112A.5.3.3.6 Whether the proposed small Energy Resource employs equipment 
or systems certified by a recognized standards organization to address technical 
issues such as, but not limited to, islanding, reverse power flow, or voltage 
quality. 
 

112A.5.3.4 If the proposed interconnection passes the supplemental screens in sections 
112A.5.3.1, 112A.5.3.2, and 112A.5.3.3 above, the Interconnection Request shall be approved 
and the Transmission Provider will provide the Interconnection Customer with an executable 
Interconnection Service Agreement within the timeframes established in section 112A.5.3.4..1 
and 112A.5.3.4.2 below.  If the proposed interconnection fails any of the supplemental review 
screens and the Interconnection Customer does not withdraw its Interconnection Request, it shall 
continue to be evaluated under section 111 or 112 (irrespective of the resource size limitation set 
forth therein) consistent with section 112A.5.3.4.3 below 
 

112A.5.3.4.1 If the proposed interconnection passes the supplemental screens in 
sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above and does not require construction 
of facilities by the Transmission Provider on its own system, the Interconnection Service 
Agreement shall be provided within ten Business Days after notification of the 
supplemental review results. 
 
112A.5.3.4.2 If interconnection facilities or minor modifications to the Transmission 
Provider’s system are required for the proposed interconnection to pass the supplemental 
screens in sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above, and the 
Interconnection Customer agrees to pay for the modifications to the Transmission 
Provider’s electric system, the Interconnection Service Agreement, along with a non-
binding good faith estimate for the interconnection facilities and/or minor modifications, 
shall be provided to the Interconnection Customer within 15 Business Days after 
receiving written notification of the supplemental review results. 
 
112A.5.3.4.3 If the proposed interconnection would require more than interconnection 
facilities or minor modifications to the Transmission Provider’s system to pass the 
supplemental screens in sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above, the 
Transmission Provider shall notify the Interconnection Customer, at the same time it 
notifies the Interconnection Customer with the supplemental review results, that the 
Interconnection Request shall be evaluated under Sections 111 and 112 (irrespective of 
the resource size limitation set forth therein) unless the Interconnection Customer 
withdraws its request. 
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112B.1   Application 
 
An Interconnection Customer desiring the interconnection of a Small Inverter Facility must 
submit to Transmission Provider an executed Attachment BB - Form of Interconnection Service 
Agreement for Certified Inverter-Based Generating Facility (“Small Inverter ISA”) and a non-
refundable processing fee of $500.  Attachment BB is available on the PJM web site.  In the 
Small Inverter ISA, Interconnection Customer shall provide, among other things, (i) contact 
information for itself and any other entity that may be interfacing with Transmission Provider on 
its behalf; and (ii) the legal names of the owner(s) of the Small Inverter Facility, including the 
percentage ownership (if any) by any utility or public utility holding company, or by any entity 
owned by either.  Transmission Provider shall acknowledge that it received the Small Inverter 
ISA within three Business Days of receipt.  Within ten Business Days, Transmission Provider 
shall notify Interconnection Customer that the Small Inverter ISA is complete or identify any 
deficiencies that need to be addressed. 
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112B.2  Verification of Interconnection 
 
Within 15 Business Days of notification to the Interconnection Customer that its Small Inverter 
ISA is complete, Transmission Provider shall notify Interconnection Customer whether its Small 
Inverter Facility can be interconnected safely and reliably. Transmission Provider shall make this 
determination using the screens set forth in section 112A of this Tariff.  In the event that the 
Transmission Provider determines that the Small Inverter Facility can be safely and reliably 
interconnected, Transmission Provider shall tender the Small Inverter ISA to the Interconnected 
Transmission Owner for execution.  The Interconnected Transmission Owner shall have five 
Business Days to execute the Small Inverter ISA and return it to Transmission Provider.  
Transmission Provider then will provide the Interconnected Parties with the Small Inverter ISA.  
In the event an Interconnection Party does not execute the Small Inverter ISA, the 
Interconnection Customer may request the agreement be filed unexecuted with the FERC or 
alternative dispute resolution in accordance with section 212.4 of this Tariff. 
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112B.3  Certificate of Completion and Inspection 
 
112B.3.1 Upon receipt of an executed Small Inverter ISA, the Interconnection Customer 
may commence construction (including operational testing not to exceed two hours) of its Small 
Inverter Facility.  After completion of the Small Inverter Facility, Interconnection Customer shall 
provide Transmission Provider with a completed Attachment CC - Form of Certificate of 
Completion. 
 
112B.3.2 Prior to parallel operation, Transmission Provider and/or Interconnected 
Transmission Owner may inspect the Small Inverter Facility for compliance with standards, 
which may include a witness test.  All inspections by Transmission Provider and/or the 
Interconnected Transmission Owner shall be at its own expense, within ten Business Days after 
receipt of the completed Certificate of Completion and shall take place at a time agreeable to the 
Transmission Provider and/or Interconnected Transmission Owner and the Interconnection 
Customer. Unless otherwise agreed by the Transmission Provider and/or the Interconnected 
Transmission Owner and the Interconnection Customer, if the Transmission Provider and/or the 
Interconnected Transmission Owner do not schedule an inspection of the Small Inverter Facility 
within ten Business Days after receipt of the completed Certificate of Completion, the right to 
inspection, including the witness test, is waived.  Transmission Provider and/or the 
Interconnected Transmission Owner shall provide a written statement that the Small Inverter 
Facility has passed inspection or shall notify the Interconnection Customer of what steps are 
necessary to pass inspection as soon as practicable after the inspection takes place. 
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112C Alternate Queue Process 
 
Upon receipt of an Interconnection Request associated with the proposal of new generation 
facilities and following the determination set forth in sections 110.1.1, 111.1.1, or 112.1.1, a new 
Interconnection Request may be evaluated under the terms set forth in the Alternate Queue 
Process, under this section 112C.  The evaluation of Interconnection Requests under the 
Alternate Queue Process shall be conducted by the Transmission Owner(s) under the direction of 
the Transmission Provider.  The evaluation of these projects (i) may include study processes 
similar to those as described as Generation Feasibility Study, System Impact Study, and 
Facilities Study, (ii) shall include studies as required to ensure the reliable planning and 
operation of the applicable power system, (iii) shall have engineering studies conducted by the 
appropriate Transmission Owner(s).  The studies listed in this section 112C shall include thermal 
studies, short circuit studies, stability studies, and additional appropriate studies as required for 
the reliable integration of the Interconnection Request.  The Transmission Provider shall monitor 
and coordinate completion of any studies required under this Alternate Queue Process.  The 
studies conducted under this Alternate Queue Process shall be completed in a timely manner.  In 
the case of the Feasibility Study portion of the Alternate Queue Process studies, the 
Transmission Provider shall perform these studies two times each year.  For Interconnection 
Requests received during the six-month period ending October 31 the Transmission Provider 
shall use due diligence to complete Interconnection Feasibility Studies by the last day of 
February.  For Interconnection Requests received during the six-month period ending April 30 
the Transmission Provider shall use due diligence to complete Interconnection Feasibility 
Studies by August 31.  Following the closure of an interconnection queue on October 31 and 
April 30, the Transmission Provider will utilize the following one month period to conduct any 
remaining scoping meetings and assemble the necessary analysis models so as to initiate the 
performance of the Interconnection Feasibility Studies on December 1 and June 1, respectively.  
In the case of a System Impact Study portion of the Alternate Queue Process studies, the 
Transmission Provider shall perform these studies each year commencing on (i) June 1, for New 
Service Requests received between May 1 and October 31 of the previous year, (ii) December 1, 
for New Service Requests received between November 1 of the previous year, and April 30 of 
the same year.  The Transmission Provider shall use due diligence to complete the System 
Impact Studies within 120 days of the date the study commences.  In the event that the 
Transmission Provider is unable to complete an Interconnection Feasibility Study and/or the 
System Impact Study within such time periods, it shall so notify the affected Interconnection 
Customer and the affected Transmission Owner(s) and provide an estimated completion date 
along with an explanation of the reasons why additional time is needed to complete the study..  
In the event that the Transmission Provider anticipates that the Interconnection Customer’s study 
cost responsibility will substantially exceed the deposit, the Transmission Provider shall provide 
the Interconnection Customer with an estimate of the study costs and the Interconnection 
Customer’s cost responsibility.  Within ten (10) Business Days of receiving such estimate, the 
Interconnection Customer may withdraw its Interconnection Request by providing written notice 
to the Transmission Provider, in which event the deposit paid to Transmission Provider shall be 
refunded.  Unless the Interconnection Request is withdrawn within ten (10) Business Days, the 
Interconnection Customer agrees to pay the amount of its actual cost responsibility and will pay 
additional deposits as required to meet the estimated study cost.  If the Interconnection Customer 
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fails to provide the required additional deposit within ten (10) Business Days, the 
Interconnection Request shall be deemed terminated and withdrawn. 
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204.2 Upgrade Requests: 
 
204.2.1  Upgrade Requests pursuant to Section 7.8 of Schedule 1 of the Operating   
 Agreement 
 
After receiving an Upgrade Request pursuant to Section 7.8 of Schedule 1 of the Operating 
Agreement, the Transmission Provider shall determine on a non-discriminatory basis whether a 
System Impact Study is required to evaluate the request. If the Transmission Provider determines 
that a System Impact Study is necessary, it shall so inform the Upgrade Customer as soon as 
practicable.  In such cases, the Transmission Provider shall, within thirty (30) days of receipt of a 
valid and complete Upgrade Request, tender a System Impact Study Agreement pursuant to 
which the Upgrade Customer shall agree to reimburse the Transmission Provider for the required 
System Impact Study.  For an Upgrade Request to retain its Queue Position, the Upgrade 
Customer (i) shall execute the System Impact Study Agreement and return it to the Transmission 
Provider within thirty (30) days, and (ii) the Transmission Provider shall apply the $50,000 
deposit supplied with the Upgrade Request towards the Upgrade Customer's study cost 
responsibility.  If the Upgrade Customer elects not to execute the System Impact Study 
Agreement, its Upgrade Request shall be deemed terminated and withdrawn. 
 
204.2.2  Upgrade Requests for Merchant Network Upgrades 
 
After receiving an Upgrade Request for a Merchant Network Upgrade, the Transmission 
Provider shall acknowledge receipt of the Upgrade Request, pursuant to Section 204.2.2.1. The 
Transmission Provider shall determine whether the Upgrade Request includes: (i) the substation 
or transmission line or lines where the upgrade(s) will be made; (ii) the nominal capability or 
increase in capability (in MW or MVA) of the proposed Merchant Network Upgrade; and (iii) 
the planned date the proposed Merchant Network Upgrade will be in service, such date to be no 
more than seven (7) years from the date the request is received by the Transmission Provider, 
unless the Interconnection Customer demonstrates that engineering, permitting, and construction 
of the Merchant Network Upgrade will take more than seven (7) years.  
 
The Transmission Provider shall maintain on the Transmission Provider’s website a list of all 
Upgrade Requests that identifies (A) in megawatts the potential nominal capability or increase in 
capability; (B) the station or transmission line or lines where the upgrade(s) will be made; (C) the 
proposed in-service date; (D) the status of the Upgrade Request, including its Queue Position; 
(E) the availability of any studies related to the Upgrade Request; (F) the date of the Upgrade 
Request; and (G) for each Upgrade Request that has not resulted in a completed upgrade, an 
explanation of why it was not completed. This list will not disclose the identity of the 
Interconnection Customer, except as otherwise provided in Part VI of the Tariff.  The list and the 
priority of Upgrade Requests shall be included on the website as part of the New Services 
Queue. 
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204.2.2.1  Acknowledgement of Upgrade Request for Merchant Network Upgrades 
 
The Transmission Provider shall acknowledge receipt (electronically when available to all 
parties, otherwise written) of the Upgrade Request within five (5) Business Days after receipt of 
the request and shall attach a copy of the received Upgrade Request to the acknowledgement. 
 
204.2.2.2  Deficiencies in Upgrade Request for Merchant Network Upgrades 
 
An Upgrade Request will not be considered a valid request if Interconnection Customer has 
failed to pay any outstanding invoices related to prior Queue Requests submitted pursuant to Part 
IV or VI by the Interconnection Customer and until all information required under Attachment 
EE is able to be studied by the Transmission Provider.  If an Upgrade Request fails to meet the 
requirements, except as provided below regarding the deposit, 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 
Upgrade Request.  Such notice shall explain that the Upgrade 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 the 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 Upgrade Request shall be assigned a Queue Position under 
Section 201 as of the date that the 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 the Transmission Provider’s deficiency notice under this 
Section 204.2.2.2, its Upgrade Request shall be deemed to be terminated and withdrawn.  
Notwithstanding the above, the Interconnection Customer must submit its deposit at the time it 
submits its Upgrade Request.  Failure to do so will result in rejection of the Upgrade Request. 
 
204.2.2.3  Scoping Meeting 
 
Transmission Provider shall provide each Interconnection Customer proposing Merchant 
Network Upgrades with an opportunity for a scoping meeting among the Transmission Provider, 
the prospective Interconnected Transmission Owner(s) and the Interconnection Customer.  The 
purpose of the scoping meeting will be to confirm all parties’ understanding of the proposed 
Upgrade Request and confirm the expectation for project completion or, if for acceleration of a 
Regional Transmission Expansion Plan Network Upgrade, the feasibility of the acceleration. 
After receipt of a valid Upgrade Request proposing Merchant Network Upgrades, the 
Transmission Provider shall offer to arrange for the scoping meeting, and shall provide a 
minimum of three (3) suggested meeting dates and times for the scoping meeting. The scoping 
meeting shall be held, or waived by mutual agreement of the parties within forty-five (45) days 
after receipt of a valid Upgrade Request, if the Upgrade Request is received in the first four 
calendar months of the current New Services Queue; or within thirty (30) days if the Upgrade 
Request is received within the fifth calendar month of the current New Services Queue; or within 
twenty (20) days if the Upgrade Request is received in the sixth 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 
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Interconnection Customer and one among the 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, by telephone or video 
conference.  In the event the Interconnection Customer fails to waive or complete the scoping 
meeting requirement, its Upgrade Request shall be deemed terminated or withdrawn.  
Interconnection Customer may reduce its Upgrade Request within ten (10) Business Days after 
the scoping meeting.  Any reduction made within this ten (10) Business Day period shall not be a 
Material Modification; however, the reduction may not result in the project’s MW capability 
being equal to or less than zero. 
 
204.2.2.4  Coordination with Affected Systems 
 
Section 36.1.6 shall apply to Upgrade Requests for Merchant Network Upgrades. 
 
204.2.2.5  Base Case Data 
 
Section 36.1.7 shall apply to Upgrade Requests for Merchant Network Upgrades. 
 
204.2.2.6  System Impact Study Agreement 
 
Upon the Transmission Provider assigning the Upgrade Request a Queue Position per Section 
204.2.2 and, if required, completing a scoping meeting per Section 204.2.2.3, Transmission 
Provider shall tender a System Impact Study Agreement.  For an Upgrade Request to retain its 
Queue Position, the Interconnection Customer (i) shall execute the System Impact Study 
Agreement and return it to the Transmission Provider within thirty (30) days, and (ii) the 
$50,000 deposit provided with Attachment EE will be applied to the Interconnection Customer’s 
study cost responsibility.  If the Interconnection Customer elects not to execute the System 
Impact Study Agreement, its Upgrade Request shall be deemed terminated and withdrawn. Any 
remaining Attachment EE deposit will be refunded. 
 
204.2.2.7 Modifications of Upgrade Requests for Merchant Network Upgrades After the 

System Impact Study Agreement, but Prior to Executing an Upgrade 
Construction Service Agreement 

 
After the System Impact Study Agreement is executed and prior to execution of the Upgrade 
Construction Service Agreement, an Interconnection Customer proposing Merchant Network 
Upgrades may modify its project to reduce the size of the project as provided in Section 36.2A.2. 
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204.3 Interconnection Requests: 
 
Upon completion of the Interconnection Feasibility Study, the Transmission Provider shall 
tender to the affected Interconnection Customer a System Impact Study Agreement.  For an 
Interconnection Request to retain its assigned Queue Position pursuant to Section 201, within 30 
days of receiving the tendered System Impact Study Agreement, the Interconnection Customer 
(i) shall execute the System Impact Study Agreement and return it to the Transmission Provider, 
(ii) shall remit to Transmission Provider all past due amounts of the actual Feasibility Study 
costs exceeding the Feasibility Study deposit fee contained in Sections 36.1.02, 36.1.03, 110.1, 
111.1, and 112.1 of the Tariff, if any, (iii) shall pay the Transmission Provider a deposit as 
provided in 204.3A below, (iv) shall identify the Point(s) of Interconnection, and (v) in the case 
of a Generation Interconnection Customer, shall (A) demonstrate that it has made an initial 
application for the necessary air emission permits, if any, for its proposed generation, (B) specify 
whether it desires to interconnect its generation to the Transmission System as a Capacity 
Resource or an Energy Resource, (C) provide required machine modeling data as specified in the 
PJM Manuals, (D) in the case of a wind generation facility, provide a detailed electrical design 
specification and other data (including system layout data) as required by the Transmission 
Provider for completion of the System Impact Study no later than 6 months after submission of 
the Generation Interconnection Request, and (E) notify the Transmission Provider if it seeks to 
use Capacity Interconnection Rights in accordance with Section 230.3.3; or, (vi) in the case of a 
Transmission Interconnection Customer, shall (A) provide Transmission Provider with evidence 
of an ownership interest in, or right to acquire or control, the site(s) where major equipment (e.g., 
a new transformer or D.C. converter stations) would be installed, such as a deed, option 
agreement, lease, or other similar document acceptable to the Transmission Provider; (B) 
demonstrate in a manner acceptable to Transmission Provider that it holds rights to use (or an 
option to obtain such rights) any existing facilities of the Transmission System that are necessary 
for construction of the proposed Merchant Transmission Facilities; and (C) provide required 
modeling data as specified in the PJM Manuals.  If an Interconnection Customer fails to comply 
with any of the applicable listed requirements, its Interconnection Request shall be deemed 
terminated and withdrawn, however in the event that the information required per (v) (C), (v) 
(D), or (vi) (C) above is provided and deemed to be deficient by the Transmission Provider, 
Interconnection Customer may provide additional information acceptable to the Transmission 
Provider within 10 Business Days.  Failure of the Interconnection Customer to provide 
information identified as being deficient within 10 Business Days shall result in the 
Interconnection Request being terminated and withdrawn.  If a terminated and withdrawn 
Interconnection Request was to be included in a System Impact Study evaluating more than one 
New Service Request, then the costs of the System Impact Study shall be redetermined and 
reallocated among the remaining participating New Service Customers as specified in this 
Section 204. 
 
204.3A Deposits for Interconnection Customers 
 

1. Provided that the maximum total deposit amount for a System Impact Study shall 
be $300,000 regardless of the size of the proposed Customer Facility, a System 
Impact Study deposit shall be submitted to Transmission Provider, as follows: 
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a. For a proposed Customer Facility that is 20 MW or greater, a deposit of 
$500 for each MW requested; or 

 
b. For a proposed Customer Facility that is 2 MW or greater, but less than 20 

MW, a deposit of $10,000; or 
 
c. For a proposed Customer Facility that is less than 2 MW, a deposit of 

$5,000. 
 
2. 10% of each total System Impact Study deposit amount is non-refundable.  Any 

unused non-refundable deposit monies shall be returned to the Interconnection 
Customer upon Initial Operation.  However, if, before reaching Initial Operation, 
the Interconnection Customer withdraws its Interconnection Request or the 
Interconnection Request is otherwise deemed rejected or terminated and 
withdrawn, any unused portion of the non-refundable deposit monies shall be 
used to fund: 

 
a. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third party contractors, as 
applicable, as a result of any failure of the Interconnection Customer to 
pay actual costs for the Interconnection Request and/or associated Queue 
Position; and/or 

 
b. Any restudies required as a result of the rejection, termination and/or 

withdrawal of such Interconnection Request; and/or 
 
c. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices related to prior Interconnection 
Requests by the Interconnection Customer. 

 
3. 90% of each total System Impact Study deposit amount is refundable, and the 

Transmission Provider shall utilize, in no particular order, the refundable portion 
of each total System Impact Study deposit amount to cover the following: 

 
a. The cost of the System Impact Study acceptance review; and 
 
b. The dollar amount of the Interconnection Customer’s cost responsibility 

for the System Impact Study; and 
 
c. If the System Impact Study Request is deemed to be modified (pursuant to 

Section 36.2A of the Tariff), rejected, terminated and/or withdrawn during 
the deficiency review and/or deficiency response period, as described 
further below, or during the System Impact Study period, the refundable 
deposit money shall be applied to cover all of the costs incurred by the 
Transmission Provider up to the point of such request being modified, 
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rejected, terminated and/or withdrawn, and any remaining refundable 
deposit monies shall be applied to cover: 

 
i. The costs of any restudies required as a result of the modification, 

rejection, termination and/or withdrawal of such request; and/or 
 
ii. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices due to Transmission 
Provider, Interconnected Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any failure of the 
Interconnection Customer to pay actual costs for the System 
Impact Study Request and/or associated Queue Position; and/or 

 
iii. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices related to prior New Service 
Requests and/or Interconnection Requests by such customer. 

 
iv. If any refundable deposit monies remain after all costs and 

outstanding monies owed, as described in this section, are covered, 
such remaining refundable deposit monies shall be returned to the 
customer in accordance with the PJM Manuals.  

 
4. Upon completion of the System Impact Study, the Transmission Provider shall 

apply any remaining refundable deposit monies toward: 
 

a. The cost responsibility of the Interconnection Customer for any other 
studies conducted for the Interconnection Request; and/or 

 
b. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices related to prior New Service 
Requests and/or Interconnection Requests by such Interconnection 
Customer. 

 
5. If any refundable deposit monies remain after the System Impact Study is 

complete and any outstanding monies owed by the Interconnection Customer in 
connection with outstanding invoices related to prior New Service Requests 
and/or Interconnection Requests by such Interconnection Customer have been 
paid, such remaining deposit monies shall be returned to the Interconnection 
Customer. 

 
6. The Interconnection Customer must submit the total required deposit amount with 

the System Impact Study Request.  If the Interconnection Customer fails to 
submit the total required deposit amount with the System Impact Study Request, 
the System Impact Study Request shall be deemed to be terminated and 
withdrawn. 
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7. Deposit monies are non-transferrable.  Under no circumstances may refundable or 
non-refundable deposit monies for a specific Interconnection Request, Upgrade 
Request or Queue Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue Position. 
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209.1 Optional Interconnection Study Agreement:  
 
Within 30 days from the date when the Interconnection Customer receives the results of the 
System Impact Study, the Interconnection Customer may request, and upon such request, the 
Transmission Provider shall perform, up to two Optional Interconnection Studies.  A request for 
such a study shall describe the assumptions that the Interconnection Customer wishes the 
Transmission Provider to study within the scope described in Section 209.2.  Within ten (10) 
Business Days after receipt of a request for an Optional Interconnection Study, the Transmission 
Provider shall provide to the Interconnection Customer an Optional Interconnection Study 
Agreement in the form included in Attachment N-3 of this Tariff. 
 
209.1.1  
 
The Optional Interconnection Study Agreement shall: (i) specify the technical data that the 
Interconnection Customer must provide for each phase of the Optional Interconnection Study, 
(ii) specify Interconnection Customer’s assumptions regarding any Interconnection Requests 
with earlier Queue Positions that will be excluded from the Optional Interconnection Study case 
and assumptions as to the type of interconnection service for Interconnection Requests remaining 
in the Optional Interconnection Study case, and (iii) the Transmission Provider’s estimate of the 
cost of the Optional Interconnection Study. To the extent known by the Transmission Provider, 
such estimate shall include any costs expected to be incurred by an Affected System whose 
participation is necessary to complete the Optional Interconnection Study.  Notwithstanding the 
above, the Transmission Provider shall not be required as a result of a request for an Optional 
Interconnection Study to conduct any additional New Service Studies with respect to any other 
New Service Request. 
 
209.1.2  
 
The Interconnection Customer shall execute and deliver the Optional Interconnection Study 
Agreement, along with the required technical data, and the greater of a $10,000 deposit or the 
estimated study cost to the Transmission Provider within ten (10) Business Days of the 
Interconnection Customer’s receipt of such agreement. 
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212.7 Interconnection Service Agreement and Interconnection Construction Service 
Agreement execution by Interconnected Transmission Owner 

Following execution of the Interconnection Service Agreement and/or Interconnection 
Construction Service Agreement (as used in this section, “Agreement(s)”) by the Interconnection 
Customer, the Transmission Provider shall forward the Agreement(s) to the Interconnected 
Transmission Owner named as party to the Agreement(s).  The Interconnected Transmission 
Owner shall execute and return the Agreement(s) to the Transmission Provider no later than 15 
Business Days following date of receipt of Agreement(s) from the Transmission Provider, or, 
alternatively, request that the Agreement be filed unexecuted with the Commission unless the 
Interconnected Transmission Owner and the Interconnection Customer jointly agree to request 
dispute resolution under Section 12 of the Tariff.  However, in the event the Interconnection 
Customer has made changes to the Agreement(s)  tendered to the Interconnection Customer by 
the Transmission Provider which were not previously reviewed and approved by a representative 
of the Interconnected Transmission Owner, the requirement for the Interconnected Transmission 
Owner to return the document in the time specified shall not be applicable and the parties to the 
Agreement(s) shall use due diligence to execute the Agreement(s) as expeditiously as possible.  
In the event the Interconnected Transmission Owner does not execute and return the 
Agreement(s) in the time specified above, the Transmission Provider shall advise the 
Interconnection Customer of the status of the execution of the Agreement(s).  The 
Interconnection Customer may then request: (i) dispute resolution under Section 12 of the Tariff; 
or (ii) that the Agreement(s) be filed unexecuted with the Commission.  In all cases, the 
Interconnection Customer, Interconnected Transmission Owner, and Transmission Provider may 
mutually agree to extend the time in which Interconnected Transmission Owner must execute 
and return the Agreement(s).  
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213.8 Upgrade Construction Service Agreement Execution by Transmission Owner  
 
Following execution of the Upgrade Construction Service Agreement (as used in this section, 
“Agreement”) by New Service Customer, the Transmission Provider shall forward the 
Agreement to the Transmission Owner named as party to the Agreement.  The Transmission 
Owner shall execute and return the Agreement to the Transmission Provider no later than 15 
Business Days following date of receipt of Agreement(s) from the Transmission Provider, or, 
alternatively, request that the Agreement be filed unexecuted with the Commission unless the 
Transmission Owner and the Interconnection Customer jointly agree to request dispute 
resolution under Section 12 of the Tariff.  However, in the event the New Service Customer has 
made changes to the Agreement tendered to it by the Transmission Provider which were not 
previously reviewed and approved by a representative of the Transmission Owner, the 
requirement for the Transmission Owner to return the document in the time specified shall not be 
applicable and the parties to the Agreement shall use due diligence to execute the Agreement as 
expeditiously as possible.  In the event the Transmission Owner does not execute and return the 
Agreement in the time specified above, the Transmission Provider shall advise the New Service 
Customer of the status of the execution of the Agreement.  The New Service Customer may then 
request: (i) dispute resolution under Section 12 of the Tariff; or (ii) that the Agreement be filed 
unexecuted with the Commission.  In all cases, the New Service Customer, Transmission Owner, 
and Transmission Provider may mutually agree to extend the time in which Transmission Owner 
must execute and return the Agreement. 
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SCHEDULE 6A 
Black Start Service 

 
References to section numbers in this Schedule 6A refer to sections of this Schedule 6A, unless 
otherwise specified. 
 
To ensure the reliable restoration following a shut down of the PJM transmission system, Black 
Start Service is necessary to facilitate the goal of complete system restoration.  Black Start 
Service enables the Transmission Provider to designate specific generators called Black Start 
Units whose location and capabilities are required to re-energize the transmission system 
following a system-wide blackout.  The Transmission Provider shall administer the provision of 
Black Start Service.  PJMSettlement shall be the Counterparty to the purchases and sales of 
Black Start Service.   
 

TRANSMISSION CUSTOMERS 
 
1. All Transmission Customers and Network Customers must obtain Black Start Service 
through the Transmission Provider, with PJMSettlement as the Counterparty, pursuant to this 
Schedule 6A.  
 

PROVISION OF BLACK START SERVICE 
2. A Black Start Unit is a generating unit that has equipment enabling it to start without an 
outside electrical supply or a generating unit with a high operating factor (subject to 
Transmission Provider concurrence) with the demonstrated ability to automatically remain 
operating, at reduced levels, when disconnected from the grid.  A Black Start Unit shall be 
considered capable of providing Black Start Service only when it meets the criteria set forth in 
the PJM manuals. For the purposes of this Schedule 6A, the expected life of the Black Start Unit 
shall take into consideration expectations regarding both the enabling equipment and the 
generation unit itself. 
 
3. A Black Start Plant is a generating plant that includes one or more Black Start Units.  A 
generating plant with Black Start Units electrically separated at different voltage levels will be 
considered multiple Black Start Plants.   
 
4. The Transmission Provider is responsible for developing a coordinated and efficient 
system restoration plan that identifies all of the locations where Black Start Units are needed.  
The PJM Manuals shall set forth the criteria and process for selecting or identifying the Black 
Start Units necessary to commit to providing Black Start Service at the identified locations. No 
Black Start Unit shall be eligible to recover the costs of providing Black Start Service in the PJM 
Region unless it agrees to provide such service for a term of commitment established under 
section 5, 6, or 6A below. 
 
5. Owners of Black Start Units selected to provide Black Start Service in accordance with 
section 4 and electing to forego any recovery of new or additional Black Start Capital Costs shall 
commit to provide Black Start Service from such Black Start Units for an initial term of no less 
than two years and authorize the Transmission Provider to resell Black Start Service from its 
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Black Start Units.  The term commitment shall continue to extend until the Black Start Unit 
owner or the Transmission Provider provides written, one-year advance notice of its intention to 
terminate the commitment or the commitment is involuntarily terminated pursuant to Section 15 
of this Schedule 6A. 
 
6. Owners of Black Start Units selected to provide Black Start Service in accordance with 
section 4 and electing to recover new or additional Black Start Capital Costs shall commit to 
provide Black Start Service from such Black Start Units for a term based upon the age of the 
Black Start Unit or the longest expected life of the Incremental Black Start Capital Cost, as set 
forth in the applicable CRF Tables in Paragraph 18.  For those Black Start Units that elect to 
recover new or additional Black Start Capital Costs in addition to a prior, FERC-approved cost 
recovery rate, the applicable commitment period shall be the longer of the FERC-approved 
recovery period or the applicable term of commitment as set forth in the CRF Tables in 
Paragraph 18.  The Transmission Provider may terminate the commitment with one year advance 
notice of its intention to the Black Start Unit owner, but  the Black Start Unit owner shall be 
eligible to  recover  any amount of unrecovered Fixed Black Start Service Costs over a period 
not to exceed five years.  A Black Start Unit owner may terminate the provision of Black Start 
Service with one year advance notice and consent of the Transmission Provider (or its 
commitment period may be involuntarily terminated pursuant to the section 15 below).  Such 
Black Start Unit shall forego any otherwise existing entitlement to future revenues collected 
pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital Costs 
recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 
provisions of section 17(i)) in excess of the amount that would have been recovered pursuant to 
section 18 during the same period.  At the conclusion of the term of commitment established 
under this section 6, a Black Start Unit shall commence a new term of commitment under either 
section 5 or 6, as applicable. 
 
6A. Black Start Units which are owned or contracted for by a Transmission Owner to provide 
Black Start Service as a result of the black start reliability backstop process defined in the PJM 
Manuals, shall be subject to cost recovery through such Transmission Owner’s annual revenue 
requirement under such Tranmission Owner’s Attachment H of the Tariff, as filed with, and 
accepted by, FERC under Section 205 of the Federal Power Act and in accordance with Section 
9 of the Tariff, or through such other cost recovery mechanism, provided that such cost revovery 
mechanism is filed with and accepted by FERC.  The relevant Transmission Owner shall commit 
to provide, or effectuate the provision of, Black Start Service from such a Black Start Unit for 
the FERC-approved cost revovery period.  The Transmission Provider may terminate the 
commitment with one year advance notice of its intention to the Transmission Owner.  Provision 
of Black Start Service from a Black Start Unit obtained through the black start reliability 
backstop process defined in the PJM Manuals shall be subject to Sections 7 through 13 of this 
Schedule 6A.  The Revenue Requirements, Credits, and Charges provisions contained in sections 
16 through 27 of this Schedule 6A, shall not apply to Black Start Units obtained as a result of the 
black start reliability backstop process defined in the PJM Manuals. 
 
6B. In the event that a Black Start Unit fails to fulfill its commitment established under 
section 5 to provide Black Start Service, receipt of any Black Start Service revenues associated 
with the non-performing Black Start Unit shall cease and, for the period of the unit’s non-
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performance, the Black Start Unit owner shall forfeit the Black Start Service revenues associated 
with the non-performing Black Start Unit that it received or would have received had the Black 
Start Unit performed, not to exceed revenues for a maximum of one year. 
 
In the event that a Black Start Unit fails to fulfill its commitment established under section 6 
above, such unit shall forego any otherwise existing entitlement to future revenues collected 
pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital Costs 
recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 
provisions of section 17(i))  in excess of the amount that would have been recovered pursuant to 
section 18 during the same period, but such unit remains eligible to establish a new commitment 
under section 5 or 6. 
 
Performance Standards and Outage Restrictions  
 
7. In addition to the performance capabilities set forth in the PJM Manuals, Black Start 
Units must have the capabilities listed below.  These capabilities must be demonstrated in 
accordance with the criteria set forth in the PJM manuals and will remain in effect for the 
duration of the commitment to provide Black Start Service.  
 

a. A Black Start Unit must be able to close its output circuit breaker to a dead (de-
energized) bus within the time specified in the PJM Manuals. 

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

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

identified by each Transmission Owner’s system restoration requirements, in 
conjunction with the Transmission Provider. 

 
8. Each owner of Black Start Units or Black Start Plants must maintain procedures for the 
start-up of the Black Start Units. 
 
9. If a Black Start Unit is a generating unit with a high operating factor (subject to 
Transmission Provider concurrence) with the ability to automatically remain operating at 
reduced levels when disconnected from the grid, this ability must be demonstrated in accordance 
with the criteria set forth in the PJM manuals. 
 
10. No more than one Black Start Unit at a Black Start Plant may be subject to planned 
maintenance at any one time.  This restriction excludes outages on common plant equipment that 
may make all units unavailable.  A Black Start Unit not currently designated as critical and on 
the same voltage level may be substituted for a Black Start Unit that is subject to a planned 
outage to permit a concurrent planned outage of another critical Black Start Unit at the Black 
Start Plant to begin.  The Black Start Unit used as a substitute must have had a valid annual test 
within the previous 12 months. 
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11. Concurrent planned outages at multiple Black Start Plants within a zone may be restricted 
based on Transmission Owner requirements for Black Start Service availability.  Such 
restrictions must be predefined and approved by Transmission Provider in accordance with the 
PJM manuals. 
 
Testing 
 
12. To verify that they can be started and operated without being connected to the 
Transmission System, Black Start Units designated as critical shall be tested annually in 
accordance with the PJM manuals.  The Black Start Unit owner shall determine the time of the 
annual test.  
 
13. Compensation for energy output delivered to the Transmission System during the annual 
test shall be provided for the Black Start Unit’s minimum run time at the higher of the unit’s 
cost-capped offer or real-time Locational Marginal Price plus start-up and no-load costs for up to 
two start attempts, if necessary.  For Black Start Units that are generating units with a high 
operating factor (subject to Transmission Provider’s concurrence) with  the ability to 
automatically remain operating at reduced levels when disconnected from the grid, an 
opportunity cost will be provided to compensate the unit for lost revenues during testing.   
 
14. To receive Black Start Service revenues, a Black Start Unit must have a successful 
annual test on record with the Transmission Provider within the preceding 13 months.  
 
15. If a Black Start Unit fails the annual test, the unit may be re-tested within a ten-day 
period without financial penalty.  If the Black Start Unit does not successfully re-test within that 
ten-day period, monthly Black Start Service revenues will be forfeited by that unit from the time 
of the first unsuccessful test until such time as the unit passes an annual test.  If the Black Start 
Unit owner determines not to make the necessary repairs to enable the Black Start Unit to pass 
the annual test, the Black Start Unit owner will have failed to fulfill its commitment pursuant to 
section 5 or section 6, whichever is applicable, of this Schedule 6A and will be subject to the 
additional forfeiture of revenues set forth in section 6B. 
 
Revenue Requirements 
 
16. A Black Start Unit Owner’s  annual Black Start Service revenue requirement shall be the 
sum of the annual Black Start Service revenue requirements for each generator that is designated 
as providing Black Start Service and has provided the Transmission Provider with a calculation 
of its annual Black Start Service revenue requirements. A separate line item shall appear on the 
participants’ Transmission Provider bill for Black Start Service charges and credits. 
 
17.  Black Start Service revenue requirements for each Black Start Unit shall be based, at the 
election of the owner, on either (i) a FERC-approved rate for the recovery of the cost of 
providing such service for the entire duration of the commitment term set forth in either section 5 
or 6, as applicable, or (ii) the formula rates set forth in section 18 of this Schedule 6A for the 
commitment term set forth in Paragraph 5 or 6 as applicable.  Each generator’s Black Start 
Service revenue requirements shall be an annual calculation.  Requests for Black Start Service 
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revenue requirements and for changes to the Black Start Service revenue requirements must be 
submitted to the Market Monitoring Unit for review and analysis, with supporting data and 
documentation, pursuant to section III of Attachment M – Appendix and the PJM Manuals, with 
a copy to the Office of the Interconnection, by no later than May 3 of each year. The Market 
Monitoring Unit and the Black Start Unit owner shall attempt to come to agreement on the level 
of each component included in the Black Start Service revenue requirements by no later than 
May 14 of each year.  By no later than May 21 of each year, the Black Start Unit owner shall 
notify the Office of the Interconnection and the Market Monitoring Unit in writing whether it 
agrees or disagrees with the Market Monitoring Unit’s determination of the level of each 
component included in the Black Start Service revenue requirements.  The Black Start Unit 
owner may also submit Black Start Service revenue requirements that it chooses to the Office of 
the Interconnection by no later than May 21 of each year, provided that (i) it has participated in 
good faith with the process described in this section and in section III of Attachment M - 
Appendix, (ii) the Black Start Service revenue requirements are no higher than the level defined 
in any agreement reached by the Black Start Unit owner and the Market Monitoring Unit that 
resulted from the foregoing process, and (iii) the Black Start Service revenue requirements are 
accepted by the Office of the Interconnection subject to the criteria set forth in the Tariff and 
PJM Manuals. 
 
The Office of the Interconnection shall determine whether to accept the values submitted by the 
Black Start Unit owner subject to the requirements of the Tariff and the PJM Manuals by no later 
than May 27. If the Office of the Interconnection does not accept the values submitted by the 
Black Start Unit owner in such case, the Black Start Unit owner may file its proposed values 
with the Commission for approval.  Pursuant to section III of Attachment M - Appendix, if the 
Office of the Interconnection accepts the Black Start Service revenue requirements submitted by 
the Black Start Unit owner in such case, the Market Monitoring Unit may petition the 
Commission for an order that would require the Black Start Unit owner to utilize the values 
determined by the Market Monitoring Unit or the Office of the Interconnection or such other 
values as determined by the Commission.  The annual calculation of Black Start Service revenue 
requirements shall become effective on June 1 of each year, except that no change to a Black 
Start Service revenue requirement shall become effective until the existing revenue requirement 
has been effective for at least twelve months.  Notwithstanding the foregoing, the deadlines set 
forth in this section 17 shall not apply to a Black Start Unit owner’s election to select a new 
method of recovery for its Fixed BSSC. 
 
18. The formula for calculating a generator’s annual Black Start Service revenue requirement 
is: 
 

{(Fixed BSSC) + (Variable BSSC) + (Training 
Costs) + (Fuel Storage Costs)} * (1 + Z) 

 

For units that have the demonstrated ability to operate at reduced levels when 
automatically disconnected from the grid, the formula is revised to: 

 
(Training Costs) * (1+ Z) 
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Where: 
 
Fixed BSSC 
 
Black Start Units with a commitment established under Paragraph 5 shall calculate Fixed 
BSSC or “Fixed Black Start Service Costs” in accordance with the following Base 
Formula Rate: 
 
 Base Formula Rate: 
 

  Net CONE *  Black Start Unit Capacity * X 
 

 Where:  
 
“Net CONE” is the then current installed capacity (“ICAP”) net Cost of New 
Entry (expressed in $/MW year) for the CONE Area where the Black Start Unit is 
located. 

 
“Black Start Unit Capacity” is either: (i) the Black Start Unit’s installed capacity, 
expressed in MW, for those Black Start Units that are Generation Capacity 
Resources; or (ii) the awarded MWs in the Transmission Provider’s request for 
proposal process under the PJM Manuals, for those Black Start Units that are 
Energy Resources. 
 
“X” is the Black Start Service allocation factor unless a higher or lower value is 
supported by the documentation of the actual costs of providing Black Start 
Service.  For such units qualifying as Black Start Units on the basis of 
demonstrated ability to operate at reduced levels when automatically disconnected 
from the grid, X shall be zero.  For Black Start Units with a commitment 
established under section 5, X shall be .01 for Hydro units, .02 for CT units. 

 
Black Start Units with a commitment established under Paragraph 6 above shall calculate 
Fixed BSSC or “Fixed Black Start Service Costs” in accordance with one of the 
following formulas, as applicable: 
 

Capital Cost Recovery Rate – NERC-CIP Specific Recovery 
 
 (Net Cone * Black Start NERC-CIP Unit Capacity * X) + (Incremental Black 
Start NERC-CIP Capital Costs * CRF) 
 
Where: 
 

“Net Cone” is the then current installed capacity (“ICAP”) net Cost of New Entry 
(expressed in $/MW year) for the CONE are where the Black Start Unit is 
located. 
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“Black Start NERC-CIP Unit Capacity” is the Black Start Unit’s installed 
capacity, expressed in MW, but, for purposes of this calculation, capped at 100 
MW for Hydro units, or 50 MW for CT units. 
 
“Incremental Black Start NERC-CIP Capital Cost” are those capital costs 
documented by the owner or accepted by the Commission for the incremental 
equipment solely necessary to enable a Black Start Unit to maintain compliance 
with mandatory Critical Infrastructure Protection Reliability Standards (as 
approved by the Commission and administered by the applicable Electric 
Reliability Organization). 
 
“CRF” or “Capital Recovery Factor” is equal to the levelized CRF as set forth in 
the applicable CRF Table set forth below. 
 

A Black Start Unit may elect to terminate forward cost recovery under this Capital Cost 
Recovery Rate – NERC-CIP Specific Recovery at any time and seek cost recovery under 
the Capital Cost Recovery Rate, pursuant to the terms and conditions set forth below. 
 

Capital Cost Recovery Rate 
 

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

 Where: 
 

“FERC-approved rate” is the Black Start Unit’s current FERC-approved recovery of 
costs to provide Black Start Service, if applicable.  To the extent that a Black Start Unit 
owner is currently recovering black start costs pursuant to a FERC-approved rate, that 
cost recovery will be included as a formulaic component for calculating the Black Start 
Unit’s annual revenue requirement pursuant to this paragraph 18.  However, under no 
circumstances will PJM or the Black Start Unit owner restructure or modify that existing 
FERC-approved rate without FERC approval. 
 
“Incremental Black Start Capital Costs” are the new or additional capital costs 
documented by the owner or accepted by the Commission for the incremental equipment 
solely necessary to enable a unit to provide Black Start Service in addition to whatever 
other product or services such unit may provide.  Such costs shall include those incurred 
by a Black Start Unit owner in order to meet NERC Reliability Standards that apply to 
Black Start Units solely on the basis of the provision of Black Start Service by such unit.  
However, Incremental Black Start Capital Costs shall not include any capital costs that 
the Black Start Unit owner is recovering for that unit pursuant to a FERC-approved 
recovery rate. 

 
“CRF” or “Capital Recovery Factor “ is equal to the Levelized CRF based on the age of 
the Black Start Unit, which is modified to provide Black Start Service, as present in the 
CRF Table below: 
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Age of 
Black Start 

Unit 

Term of Black Start 
Commitment 

 
Levelized CRF 

1 to 5 20 0.125 
6 to 10 15 0.146 
11 to 15 10 0.198 

16+ 5 0.363 
 

 
 Or: 
 

 Optionally, a Black Start Unit owner may elect to apply an alternative Capital 
Recovery Factor, in lieu of the age-based CRF Table listed above, which is based upon to 
the expected Capital Improvement Lifespan of the new or additional capital 
improvements (as determined by the applicable depreciation period of the capital 
improvement, as published from time to time by the US Internal Revenue Service).  The 
Applicable Recovery Period and the term of Black Start Service Commitment shall be the 
same and determined by the expected Capital Improvement Lifespan.  In the event that 
the Black Start Unit seeks recovery of capital improvements that are included in more 
than one category of Capital Improvement Lifespan (as set forth below), its Applicable 
Recovery Period and term of commitment to provide black start service for such Black 
Start Unit shall be the longest expected life of those new or additional capital 
improvements. 

 
  
  
  
  
  

Capital Improvement 
Lifespan (years) 

Applicable Recovery 
Period/Term of 

Commitment (years) 

 
Levelized CRF 

16-20 20 0.125 
11-15 15 0.146 
6-10 10 0.198 
1-5 5 0.363 

 
 In those circumstances where a Black Start Unit owner has elected to recover Incremental 
Black Start Capital Costs, in addition to a FERC-approved recovery rate, its applicable term of 
commitment shall be the greater of:  (i) the FERC-approved recovery period, or; (ii) the 
applicable term of commitment as established by the CRF Tables above. 
  
 After a Black Start Unit has recovered its allowable Incremental Black Start Capital 
Costs or Incremental Black Start NERC-CIP Capital Costs, as provided by the applicable Capital 
Cost Recovery Rate, and has satisfied its applicable commitment period required under 
Paragraph 6, the Black Start Unit shall be committed to providing black start in accordance with 
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Paragraph 5 of this Schedule 6A and calculate its Fixed BSSC in accordance with the Base 
Formula Rate. 
 
Variable BSSC  
 

All Black Start Units shall calculate Variable BSSC or “Variable Black Start Service 
Costs” in accordance with the following formula: 
  

  Black Start Unit O&M * Y 
Where: 

 
“Black Start Unit O&M” are the operations and maintenance costs attributable to 
supporting Black Start Service and must equal the annual variable O&M outlined in the 
PJM Cost Development Guidelines set forth in the PJM Manuals. Such costs shall 
include those incurred by a Black Start Owner in order to meet NERC Reliability 
Standards that apply to the Black Start Unit solely on the basis of the provision of Black 
Start Service by unit. 
 
“Y” is 0.01, unless a higher or lower value is supported by the documentation of costs.  If 
a value of Y is submitted for this cost, a (1-Y) factor must be applied to the Black Start 
Unit’s O&M costs on the unit’s cost-based energy schedule, calculated based on the Cost 
Development Guidelines in the PJM Manuals. 
 
For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 
at reduced levels when automatically disconnected from the grid, there are no variable 
costs associated with providing Black Start Service and the value for Variable BSSC 
shall be zero. 
 
Black Start Units with the demonstrated ability to automatically remain operating, at 
reduced levels, when disconnected from the grid may receive NERC compliance costs 
associated with providing Black Start Service in addition to the formula above, if 
approved in accordance with the procedures in Paragraph 17. 
 

Training Costs:  
 

All Black Start Units shall calculate Training Costs in accordance with the following 
formula: 
 
50 staff hours/year/plant*75/hour 

 
Fuel Storage Costs: 

 
Black Start Units that store liquefied natural gas, propane, or oil on site shall calculate 
Fuel Storage Costs in accordance with the following formula:  

 
{MTSL + [(# Run Hours) * (Fuel Burn Rate)]} * 
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(12 Month Forward Strip + Basis) * (Bond Rate)  
 

Where: 
 

Run Hours are the actual number of hours a Transmission Provider requires a 
Black Start Unit to run.  Run Hours shall be at least 16 hours or as defined by the 
Transmission Owner restoration plan, whichever is less. 
 
“Fuel Burn Rate” is actual fuel burn rate for the Black Start Unit. 
 
“12-Month Forward Strip” is the average of forward prices for the fuel burned in 
the Black Start Unit traded the first Business Day on or following May 1. 
 
“Basis” is the transportation costs from the location referenced in the forward 
price data to the Black Start Unit plus any variable taxes. 
 
“Bond rate” is the value determined with reference to the Moody's Utility Index 
for bonds rated Baa1 reported the first Business Day on or following May 1. 
 
“MTSL” is the “minimum tank suction level” and shall apply where no direct 
current pumps are available for the Black Start Unit. In the case where more than 
one Black Start Unit shares a common fuel tank, only one Black Start Unit will be 
eligible for the recovery of this volume in its fuel storage cost calculation.  The 
MTSL for the other Black Start Unit(s) sharing the common fuel tank shall be 
zero. 
 

For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 
at reduced levels when automatically disconnected from the grid, there are no associated 
fuel storage costs and the value for FSC shall be zero. 

 
Z  

Z shall be an incentive factor solely for Black Start Units with a commitment established 
under section 5 above and shall be ten percent.  For those Black Start Units that elect to 
recover new or additional Black Start Capital Costs under section 6 above, the incentive 
factor, Z, shall be equal to zero. 
 
Every five years, PJM shall review the formula and its costs components set forth in this 
section, and report on the results of that review to stakeholders.  
 

19. Transmission Provider or its agent shall have the right to independently audit the 
accounts and records of each Black Start Unit that is receiving payments for providing Black 
Start Service.  
 
20. PJM shall notify its Members when a Black Start Unit seeks to recover new or additional 
Black Start NERC-CIP Capital Costs under Paragraph 18 no later than thirty (30) days prior to 
the effective date of the recovery.  At the written request of a PJM Member, made 
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simultaneously to the Market Monitoring Unit and PJM, with notice to the Black Start Unit 
owner, the Market Monitoring Unit shall make available to the affected PJM Member for 
inspection at the offices of the Market Monitoring Unit, all data supporting the requested new or 
additional NERC-CIP specific Capital Costs.  The Black Start Unit owner may elect to attend 
this review.  In all cases, the supporting data is to be held confidential and may not be 
distributed. 
 
21. The Market Monitoring Unit shall include a Black Start Service summary in its annual 
State of the Market report which will set forth a descriptive summary of the new or additional 
Black Start NERC-CIP Capital Costs requested by Black Start Units, and include a list of the 
types of capital costs requested and the overall cost of such capital improvements on an 
aggregate basis such that no data is attributable to an individual Black Start Unit. 
 
Credits 
 
22. Monthly credits are provided to generators that submit to the Transmission Provider their 
annual revenue requirements established pursuant to section 17 of this Schedule 6A.  The 
generator’s monthly credit is equal to 1/12 of its annual Black Start Service revenue requirement 
for eligible critical Black Start Units.  
 
23. Revenue requirements for jointly owned Black Start Units will be allocated to the owners 
based on ownership percentage. 
 
24. Transmission Provider shall not compensate generators for Black Start Service unless 
they meet the Transmission Provider criteria for Black Start Service and the criteria for Black 
Start Service in the Applicable Standards and provide Transmission Provider with all necessary 
data in accordance with this Schedule 6A and the PJM manuals. 
 
Charges 
 
25. Zonal rates will be based on Black Start Service capability or share of generation units 
designated by the Transmission Provider and allocated to network service customers and point-
to-point reservations. 
 
26. Revenue requirements for Black Start Units designated by the Transmission Provider as 
critical (regardless of zonal location) will be allocated to the receiving Transmission Owner’s 
zone.  Black Start Units that are shared and designated to serve multiple zones will have their 
annual revenues allocated by Transmission Owner designated critical load percentage. 
 
27. Purchasers of Black Start Service shall be charged for such service in accordance with the 
following formulae. 
 
Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-
Point Transmission Service to serve Non-Zone Load = Allocation Factor * Total Generation 
Owner Monthly Black Start Service Revenue Requirement 
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Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-
Point Transmission Service to serve Zone Load = Allocation Factor * Zonal Generation Owner 
Monthly Black Start Service Revenue Requirement * Adjustment Factor 
 

Where: 
 
Purchaser serving Non-Zone Load is a Network Customer serving Non-Zone Network 
Load or a Transmission Customer where the Point of Delivery is at the boundary of the 
PJM Region. 
 
Zonal Generation Owner Monthly Black Start Service Revenue Requirement is the sum 
of the monthly share of Black Start Service revenue requirements for each generator 
nominated by the Transmission Owners in that zone. 
 
Total Generation Owner Monthly Black Start Service Revenue Requirement is the sum of 
the Zonal Generation Owner Monthly Black Start Service Revenue Requirements for all 
Zones in the PJM Region. 
 
Allocation Factor is the monthly transmission use of each Network Customer or 
Transmission Customer per Zone or Non-Zone, as applicable, on a megawatt basis 
divided by the total transmission use in the Zone or in the PJM Region, as applicable, on 
a megawatt basis. 
 
For Network Customers, monthly transmission use on a megawatt basis is the sum of a 
Network Customer’s daily values of DCPZ or DCPNZ (as those terms are defined in 
Section 34.1) as applicable, for all days of the month.   
 
For Transmission Customers, monthly transmission use on a megawatt basis is the sum of 
the Transmission Customer’s hourly amounts of Reserved Capacity for each day of the 
month (not curtailed by PJM) divided by the number of hours in the day. 
 
Adjustment Factor is determined as the sum of the total monthly transmission use in the 
PJM Region on a megawatt basis, exclusive of such use by Network Customers and 
Transmission Customers serving Non-Zone Load, divided by the total monthly 
transmission use in the PJM Region on a megawatt basis. 

 
In the event that a single customer is serving load in more than one Zone, or serving Non-Zone 
Load as well as load in one or more Zones, or is both a Network Customer and a Transmission 
Customer, the Monthly Charge for such a customer shall be the sum of the Monthly Charges 
determined by applying the appropriate formulae set forth in this Schedule 6A.  
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SCHEDULE 9-2 
Financial Transmission Rights Administration Service 

 
a) Financial Transmission Rights Administration Service comprises all of the activities of 
PJM associated with administering the Financial Transmission Rights (“FTRs”) provided for 
under Attachment K to this Tariff, including, but not limited to, coordination of FTR bilateral 
trading, administration of FTR auctions, support of PJM’s on-line, internet-based FTR reporting 
tool, and analyses to determine what total combination of FTRs can be outstanding and 
accommodated by the PJM system at a given time.  PJM provides this service to entities that 
hold FTRs or that submit offers to sell or bids to buy FTRs. 
 
b) PJM will charge each user of Financial Transmission Rights Administration Service each 
month a charge equal to: (i) the FTR Service Rate, Component 1, as stated below, times the FTR 
Holder’s total FTRs in megawatt-hours during such month; plus (ii) the FTR Service Rate, 
Component 2, as stated below, times the sum of (1) the number of hours in all bids to buy 
Financial Transmission Rights Obligations submitted by such user during such month, plus (2) 
five times the number of hours in all  bids to buy Financial Transmission Rights Options 
submitted by such user during such month.  Component 1 of this charge applies to all bids 
submitted into any round of the Long-term, Annual, or monthly FTR Auctions; Component 2 of 
this charge applies to all bids submitted into any round of the Annual FTR Auction and to all 
bids submitted into the applicable monthly FTR Auction. 
 
c) The FTR Service Rate, Component 1 shall be as follows 
 
  Commencing January 1, 2017:  $0.0028 per MWh 
 
  Commencing January 1, 2019:  $0.0029 per MWh 
 
  Commencing January 1, 2020:  $0.0029 per MWh 
 
  Commencing January 1, 2021:  $0.0030 per MWh 
 
  Commencing January 1, 2022:  $0.0031 per MWh 
 
  Commencing January 1, 2023:  $0.0032 per MWh 
 
  Commencing January 1, 2024:  $0.0032 per MWh 
 
d) The FTR Service Rate, Component 2 shall be as follows: 
 
  Commencing January 1, 2017:  $0.0019 per hour 
 
  Commencing January 1, 2019:  $0.0019 per hour 
 
  Commencing January 1, 2020:  $0.0020 per hour 
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  Commencing January 1, 2021:  $0.0020 per hour 
 
  Commencing January 1, 2022:  $0.0021 per hour 
 
  Commencing January 1, 2023:  $0.0021 per hour 
 
  Commencing January 1, 2024:  $0.0022 per hour 
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SCHEDULE 9-3 
Market Support Service 

 
a) Market Support Service comprises all of the activities of PJM associated with supporting 
the operation of the PJM Interchange Energy Market and related functions, as described in 
Schedule 1 of the Operating Agreement and the Appendix to Attachment K to this Tariff, 
including, but not limited to, market modeling and scheduling functions, locational marginal 
pricing support, and support of PJM’s Internet-based customer transaction tools.  PJM provides 
this service to customers using Point-to-Point or Network Integration Transmission Service 
under this Tariff, to Generation Providers, as defined below, and to entities that submit offers to 
sell or bids to buy energy in the PJM Interchange Energy Market. 
 
b) PJM will charge each user of Market Support Service each month a charge equal to the 
sum of:  (i) the MS Service Rate, Component 1, as stated below, times (1) the total quantity in 
MWhs of energy delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or for export from such region during 
such month by such user as a customer under Point-to-Point Transmission Service (other than 
Wheeling-Through Service, as defined below) or Network Integration Transmission Service, 
plus (2) the total quantity in MWhs of energy input into the Transmission System during such 
month by such user as a Generation Provider, as defined below, plus (3) the total quantity in 
MWhs of all accepted Increment Offers and accepted Decrement Bids, and all accepted “Up-to” 
Congestion Transactions submitted pursuant to section 1.10.1A(c) of such Appendix, submitted 
by such user during such month; plus (ii) the MS Service Rate Component 2, as stated below, 
times the number of Bid/Offer Segments, as defined below, submitted by such user during such 
month.  For purposes of this Schedule 9-3, Wheeling-Through Service is Point-to-Point 
Transmission Service for which both the Point of Receipt and the Point of Delivery are at 
interconnections of the PJM Region with other Control Areas. 
 
c) For purposes of this Schedule 9-3, a Generation Provider shall be:  (i) a Generation 
Owner, as such term is defined in the Operating Agreement; provided, however, that if a 
Generation Owner is not the entity credited on PJM’s records for the energy input into the 
Transmission System from the generation facilities owned or leased (with rights equivalent to 
ownership) by such Generation Owner, as, for example, in the case of a qualifying facility selling 
energy to a public utility pursuant to section 210 of the Public Utility Regulatory Policies Act of 
1978, then, with respect to such energy, the Generation Provider shall be the entity credited on 
PJM’s records for the energy input into the Transmission System from such generation facilities; 
(ii) a Network Customer or Point-to-Point Transmission Service customer, with respect to energy 
arranged by such customer to be delivered for import into the PJM Region; or (iii) a Market 
Seller with respect to energy arranged by such Market Seller to be delivered for import to the 
boundaries of the PJM Region and for which there is no separately identifiable Transmission 
Customer.  As the term is used in this Schedule 9-3, energy “credited on PJM’s records” does not 
necessarily mean that a monetary credit resulted on any billing statement provided by PJM.   
 
d) For purposes of this Schedule 9-3, a Bid/Offer Segment shall be each price/quantity pair 
submitted into the Day-ahead Energy Market, including those submitted in the generation 
rebidding period pursuant to section 1.10.9(a) of the Appendix to Attachment K of this Tariff.  



 

Page 171 

Segments shall be hourly for each bid to purchase energy, each Increment Offer, each Decrement 
Bid, and each “Up-to” Congestion Transaction.  Segments shall be daily for each offer to sell 
other than an Increment Offer.  Each “Up-to” Congestion Transaction also shall be considered a 
Bid/Offer Segment. 
 
e) The MS Service Rate, Component 1 shall be as follows: 
 
  Commencing January 1, 2017:  $0.0463 per MWh 
 
  Commencing January 1, 2019:  $0.0475 per MWh 
 
  Commencing January 1, 2020:  $0.0487 per MWh 
 
  Commencing January 1, 2021:  $0.0499 per MWh 
 
  Commencing January 1, 2022:  $0.0511 per MWh 
 
  Commencing January 1, 2023:  $0.0524 per MWh 
 
  Commencing January 1, 2024:  $0.0527 per MWh 
 
Users charged the MS Service Rate, Component 1, shall receive a credit in the amount the user is 
charged the PJMSettlement Market Service Rate set forth in Schedule 9-PJMSettlement during 
the same billing period. 
 
f) The MS Service Rate, Component 2 shall be as follows: 
 
  Commencing January 1, 2017:  $0.0693 per Bid/Offer Segment  
 
  Commencing January 1, 2019:  $0.0710 per Bid/Offer Segment 
 
  Commencing January 1, 2020:  $0.0728 per Bid/Offer Segment 
 
  Commencing January 1, 2021:  $0.0746 per Bid/Offer Segment 
 
  Commencing January 1, 2022:  $0.0765 per Bid/Offer Segment 
 
  Commencing January 1, 2023:  $0.0784 per Bid/Offer Segment 
 
  Commencing January 1, 2024:  $0.0789 per Bid/Offer Segment 
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SCHEDULE 9-OPSI 
 

OPSI Funding 
 
a) The Organization of PJM States, Inc. (“OPSI”) shall be funded pursuant to this Schedule 
9-OPSI.  This Schedule 9-OPSI recovers PJM’s payments to OPSI as set forth below.   The OPSI 
charge under this Schedule 9-OPSI shall be assessed on all megawatt-hours of transmission 
provided by PJM.  PJM provides this service to customers using Point-to-Point and Network 
Integration Transmission Service under this Tariff. 
 
b) PJM will charge each user each month a charge equal to the OPSI Funding Rate (“OFR”) 
times the total quantity in MWhs of energy delivered during such month by such user as a 
transmission customer under this Tariff. 
 
c) PJM shall submit to the Commission for review and approval the OPSI budget for 
calendar year 2006, an amount totaling $425,000.  Each year thereafter, OPSI shall submit to the 
PJM finance committee an annual budget for the next calendar year no later than June 1st.  The 
OPSI Board will receive comments from the PJM finance committee for consideration until 
September 1st.  OPSI shall submit its final annual budget for the next calendar year to PJM no 
later than September 30th.  PJM shall submit such annual budget to the Commission for 
information (except where such annual budget includes an increase of greater than fifteen 
percent above the budget on file for the current calendar year, in which case PJM shall submit 
the budget to the Commission for review and approval), and post the next calendar year’s OPSI 
budget and resulting OFR on the PJM internet site, no later than October 31st. 
 
d) The OFR shall be calculated each year in accordance with the formula: 
 
 OFR  =  CYOC 
      PJMTHTU 
 
where: 
 

OFR is the OPSI Funding Rate. 
 
Current Year OPSI Charges (“CYOC”) are the costs for OPSI funding determined in 
accordance with the annual budget submitted by OPSI for the year for which OFR is 
being calculated, with said annual budget to take into account any credit or deficiencies 
from the prior year based on OPSI’s actual expenses for the prior year as compared to 
OPSI’s revenues received under this Schedule 9-OPSI for the prior year.  The OPSI 
budget shall include only expenses that are appropriate to and directly related to the 
purposes for which OPSI was formed. 
 
PJM Total Hourly Transmission Usage (“PJMTHTU”) is the estimated total quantity in 
MWhs of energy to be delivered (including losses) under Point-to-Point and Network 
Integration Transmission Service by all customers during the year for which OFR is 
being calculated. 
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e) PJM shall transmit to OPSI, within two (2) Business Days of receipt thereof, the revenue 
collected under this Schedule 9-OPSI.  If PJM receives advance instruction from OPSI to defer 
the transmittal of revenue collected under this Schedule 9-OPSI, it will hold such revenue in its 
ordinary accounts until instructed by OPSI to release it 
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SCHEDULE 9-CAPS 

CAPS Funding  

 

a) The Consumer Advocates of PJM States, Inc. (“CAPS”), comprised of representatives 
of the State Consumer Advocates, shall be funded pursuant to this Schedule 9 - CAPS. This 
Schedule 9 - CAPS recovers PJM’s payments to CAPS as set forth below. The CAPS charge, 
under this Schedule 9 – CAPS, shall be assessed on all MWhs of energy (including losses) to 
load in the PJM Region.  

b) PJM will charge each customer using Network Integration and Point-to-Point 
Transmission Service under this Tariff each month a charge equal to the CAPS Funding Rate 
(“CFR”) times the total quantity in MWhs of energy delivered to the load (including losses) that 
such customer serves in the PJM Region during such month.   

c) PJM shall submit to the Commission for review and approval the CAPS budget for 
calendar year 2016, an amount totaling $450,000. Each year thereafter, CAPS shall submit to the 
PJM finance committee an annual budget for the next calendar year no later than June 1st. The 
CAPS Board will receive comments from the PJM finance committee for consideration until 
September 1st. CAPS shall submit its final annual budget for the next calendar year to PJM no 
later than September 30th. PJM shall submit such annual budget to the Commission for 
information (except where such annual budget includes an increase of greater than seven and 
one-half percent above the budget on file for the current calendar year, in which case PJM shall 
submit the budget to the Commission for review and approval), and post the next calendar year’s 
CAPS budget and resulting CFR on the PJM internet site, no later than October 31st.  

d) The CFR shall be calculated each year in accordance with the formula:  

CFR = CYCC 

PJMCTHL  

where:  

CFR is the CAPS Funding Rate on a MWH basis.  

Current Year CAPS Charges (“CYCC”) are the costs for CAPS funding determined in 
accordance with the annual budget submitted by CAPS for the year for which CFR is 
being calculated, with said annual budget to take into account any credit or deficiencies 
from the prior year based on CAPS’s actual expenses for the prior year as compared to 
CAPS’s revenues received under this Schedule 9-CAPS for the prior year. The CAPS 
budget shall include only expenses that are appropriate to and directly related to the 
purposes for which CAPS was formed.  
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PJM CAPS Total Hourly Load (“PJMCTHL”) is the estimated total quantity in MWhs of 
energy delivered to load (including losses) in the PJM Region under Network Integration 
and Point-to-Point Transmission Service by all customers during the year for which CFR 
is being calculated. 

e) PJM shall transmit to CAPS, within two (2) Business Days of receipt thereof, the revenue 
collected under this Schedule 9-CAPS. If PJM receives advance instruction from CAPS to defer 
the transmittal of revenue collected under this Schedule 9 - CAPS, it will hold such revenue in its 
ordinary accounts until release instructions are provided to PJM by CAPS.
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SCHEDULE 9-MMU 
MMU Funding 

 
a) This Schedule 9-MMU shall recover the costs of providing the market monitoring 
functions to the PJM region as specified in Attachment M to this Tariff.  This Schedule 9-MMU 
recovers PJM’s payments to MMU as set forth below.  PJM provides this service to all 
customers using Point-to-Point or Network Integration Transmission Service under this Tariff, to 
all Generation Providers, and to all entities that submit offers to sell or bids to buy energy in the 
PJM Interchange Energy Market. 
 
b) PJM will charge each user of Schedule 9-MMU service each month a charge equal to the 
sum of:  (i) the MMU Service Rate, Component 1, as stated below, times (1) the total quantity in 
MWhs of energy delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or for export from such region during 
such month by such user as a customer under Point-to-Point Transmission Service (other than 
Wheeling-Through Service) or Network Integration Transmission Service, plus (2) the total 
quantity in MWhs of energy input into the Transmission System during such month by such user 
as a Generation Provider, plus (3) the total quantity in MWhs of all accepted Increment Offers 
and accepted Decrement Bids, and all accepted Up-to Congestion Transactions submitted 
pursuant to section 1.10.1A(c) of such Appendix, submitted by such user during such month; 
plus (ii) the MMU Service Rate, Component 2, as stated below, times the number of Bid/Offer 
Segments submitted by such user during such month.   
 
c) For purposes of this Schedule 9-MMU, Wheeling-Through Service, Generation Provider, 
and Bid/Offer Segments shall have the same meanings set forth in Schedule 9-3 of this Tariff.  
 
d) The MMU Services Rate, Component 1 = [0.987 times CYMC]/VOL1; and the MMU 
Services Rate, Component 2 = [0.013 times CYMC]/VOL2, 
 
where 
 
 Current Year MMU Charges (“CYMC”) are the expenses on an accrual basis in 
accordance with generally accepted accounting principles for MMU funding determined in 
accordance with the initial budget amount and thereafter the annual budget approval process set 
forth in Attachment M, for the year for which the charge under this Schedule 9-MMU is being 
calculated, with said annual budget adjusted to take into account the MMU’s prior year deferred 
regulatory liability or deferred regulatory asset balance; provided that, such adjustment shall not 
take account of any actual expenses for the prior year that exceed MMU’s approved annual 
budget for such year, unless the MMU shall have received approval from FERC of an 
amendment to the MMU’s approved annual budget. 
 
 VOL1 is PJM’s estimate of (1) the total quantity in MWhs of energy to be delivered to 
load (including losses and net of operating Behind The Meter Generation, but not to be less than 
zero) in the PJM Region or to be exported from such region under Point-to-Point Transmission 
Service (other than Wheeling-Through Service) or Network Integration Transmission Service 
during the year for which the charge under this Schedule 9-MMU is being calculated, plus (2) 
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the total quantity in MWhs of energy to be input into the Transmission System by Generation 
Providers during the year for which the charge under this Schedule 9-MMU is being calculated 
plus (3) the total quantity in MWhs of all accepted Increment Offers and accepted Decrement 
Bids, and all accepted Up-to Congestion Transactions submitted pursuant to section 1.10.1A(c) 
of such Appendix, to be submitted during the year for which the charge under this Schedule 9-
MMU is being calculated. 
 
 VOL2 is PJM’s estimate of the number of Bid/Offer Segments to be submitted during the 
year for which the charge under this Schedule 9-MMU is being calculated. 
 
e) MMU shall document, and advise PJM of, MMU’s actual expenses for the prior year no 
later than March 15, and provide a copy of such documentation to the Finance Committee.  Such 
documentation shall be in a level of supporting detail consistent with that required under Section 
III.E.2 of Attachment M for the annual budget.  MMU further annually shall provide to PJM and 
the Finance Committee audited financial statements of revenues and expenses related solely to 
the services provided to PJM.  This requirement is also duplicated in section IV of Attachment 
M. 
 
f) PJM shall transmit to MMU, within two (2) Business Days of receipt thereof, the revenue 
collected under this Schedule 9-MMU.   
 
g) If there is any change in the entity contracted to perform the functions of the MMU under 
Attachment M, then PJM shall determine the revenues received by MMU prior to the change of 
MMU and compare them to MMU’s actual expenses prior to the change of MMU (capped at the 
level of MMU’s approved budget, adjusted to reflect only the portion of the year for which the 
MMU provided services prior to the change of MMU).  PJM shall pay MMU any deficiency, or 
MMU shall pay PJM any credit, as indicated by such comparison. Such true-up payments 
associated with any change in the entity performing the functions of the MMU under Attachment 
M shall be charged or credited, as applicable, in the next year’s billings under this Schedule 9-
MMU. 
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SCHEDULE 9-PJMSettlement 
PJM Settlement, Inc. Administrative Services 

 
a) PJM Settlement, Inc. (“PJMSettlement”) is the entity that is (i) contracting with 
customers and conducting financial settlements regarding the use of the transmission capacity of 
the Transmission System; (ii) the Counterparty with respect to the agreements and “pool” 
transactions in the centralized markets that PJM Interconnection, L.L.C., as the Transmission 
Provider, administers under the Tariff and Operating Agreement; and (iii) the Counterparty to 
Financial Transmission Rights (“FTRs”) and Auction Revenue Rights instruments held by a 
Market Participant.  PJMSettlement Services comprise all of the activities of PJMSettlement 
associated with PJMSettlement performing the services of being the Counterparty and 
conducting financial settlements.   
 
b) The cost of operating PJMSettlement, including principal and/or depreciation expense, 
interest expense and financing costs, if any, shall be recovered from users of the PJMSettlement 
Services pursuant to the PJMSettlement Market Support Service Rate set forth in this Schedule 
9-PJMSettlement. 
 
c) PJMSettlement Market Support Service Rate:  PJMSettlement will charge customers 
using Point-to-Point or Network Integration Transmission Service under the Tariff, Generation 
Providers, as defined below, and entities that submit offers to sell or bids to buy energy in the 
PJM Interchange Energy Market each month a charge equal to:  the PJMSettlement Market 
Support Service Rate, as stated below, times the sum of (1) the total quantity in MWhs of energy 
delivered to load (including losses and net of operating Behind The Meter Generation, but not to 
be less than zero) in the PJM Region or for export from such region during such month by such 
user as a customer under Point-to-Point Transmission Service (other than Wheeling-Through 
Service, as defined below) or Network Integration Transmission Service, plus (2) the total 
quantity in MWhs of energy input into the Transmission System during such month by such user 
as a Generation Provider, as defined below, plus (3) the total quantity in MWhs of all accepted 
Increment Offers and accepted Decrement Bids, and all accepted Up-to Congestion Transactions 
submitted pursuant to section 1.10.1A(c) of such Appendix, submitted by such user during such 
month  
 

(A) For purposes of this Schedule 9-PJMSettlement, Wheeling-Through Service and 
Generation Provider shall have the same meanings as set forth in Schedule 9-3 of 
this Tariff.  

 
(B) The PJMSettlement Market Support Service Rate is: 

 
  [CYPMSC / VOL] - PQDRLB/ VOLQA] + [PQDRAB/VOLQA] 

 
where 
 
 CYPMSC (Current Year PJMSettlement Market Support Service Costs) is the budgeted 
annual costs of PJMSettlement associated with PJMSettlement services recovered pursuant to 
PJMSettlement’s Market Support Service Rate for the current calendar year.   
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 VOL (Volume) is PJMSettlement’s estimate of the sum of (1) the total quantity in MWhs 
of energy to be delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or to be exported from such region 
under Point-to-Point Transmission Service (other than Wheeling-Through Service) or Network 
Integration Transmission Service during the year for which the PJMSettlement Market Support 
Service Rate is being calculated, plus (2) the total quantity in MWhs of energy to be input into 
the Transmission System by Generation Providers during the year for which the PJMSettlement 
Market Support Service Rate is being calculated plus (3) the total quantity in MWhs of all 
accepted Increment Offers and accepted Decrement Bids, and all accepted Up-to Congestion 
Transactions submitted pursuant to section 1.10.1A(c) of such Appendix, to be submitted during 
the year for which the PJMSettlement Market Support Service Rate is being calculated. 
 
 PQDRLB (Prior Quarter Deferred Regulatory Liability Balance) is the cumulative 
deferred regulatory liability balance as of the end of the prior quarter.   
 
 PQDRAB (Prior Quarter Deferred Regulatory Asset Balance) is the cumulative deferred 
regulatory asset balance as of the end of the prior quarter. 
 
 VOLQA (Volume Quarter Adjustment) is PJMSettlement’s estimate of the sum of (1) the 
total quantity in MWhs of energy to be delivered to load (including losses and net of operating 
Behind The Meter Generation, but not to be less than zero) in the PJM Region or to be exported 
from such region under Point-to-Point Transmission Service (other than Wheeling-Through 
Service) or Network Integration Transmission Service during the quarter for which the 
PJMSettlement Market Support Service Rate is being calculated, plus (2) the total quantity in 
MWhs of energy to be input into the Transmission System by Generation Providers during the 
quarter for which the PJMSettlement Market Support Service Rate is being calculated plus 
(3) the total quantity in MWhs of all accepted Increment Offers and accepted Decrement Bids, 
and all accepted Up-to Congestion Transactions submitted pursuant to section 1.10.1A(c) of such 
Appendix, to be submitted during the quarter for which the PJMSettlement Market Support 
Service Rate is being calculated. 
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SCHEDULE 12A 
 

Rights Associated With Cost Responsibility Assignments for Required 
Transmission Enhancements 

 
(a) Incremental Auction Revenue Rights Associated With  Incremental Rights-Eligible 
Required Transmission Enhancements 
 
 (i) Right of Responsible Customers to Incremental Auction Revenue Rights:  
Responsible Customers as defined in Schedule 12 of the Tariff that are Network Customers, 
Transmission Customers with an agreement for Firm Point-To-Point Service, or Merchant 
Transmission Facility owners that are assigned cost responsibility for Incremental Rights-
Eligible Required Transmission Enhancements shall be entitled to receive an allocated share of 
the Incremental Auction Revenue Rights associated with such facility as determined in 
accordance with this section (a) of Schedule 12A.  
 
 (ii) Nature of Incremental Auction Revenue Rights Associated with Incremental 
Rights-Eligible Required Transmission Enhancements:  All Incremental Auction Revenue 
Rights associated with a given Incremental Rights-Eligible Required Transmission Enhancement 
shall have the same source point and the same sink point, as defined in this subsection (a)(ii) and 
determined for each such facility by the Transmission Provider.  Requests for alternative source 
or sink points for such Incremental Auction Revenue Rights shall be invalid.  For each 
Incremental Rights-Eligible Required Transmission Enhancement:  (1) the source point for its 
associated Incremental Auction Revenue Rights shall be an aggregate pricing point comprised of 
up to ten generator busses that have the greatest flow increase effect (measured by distribution 
factors) on the transmission constraint that is relieved by the Incremental Rights-Eligible 
Required Transmission Enhancements; and (2) the sink point for its associated Incremental 
Auction Revenue Rights shall be an aggregate pricing point consisting of the Zone that has the 
greatest flow increase effect (measured by distribution factors) on the constraint that is relieved 
by the Incremental Rights-Eligible Required Transmission Enhancements.   
 
 (iii) Determination of Incremental Auction Revenue Rights Associated with  
Incremental Rights-Eligible Required Transmission Enhancements:  Transmission Provider 
shall determine the Incremental Auction Revenue Rights associated with a given Incremental 
Rights-Eligible Required Transmission Enhancement using the tools described in the Appendix 
to Attachment K of the Tariff, including an assessment of the simultaneous feasibility of any 
such rights with all other outstanding Auction Revenue Rights and Incremental Auction Revenue 
Rights.  Incremental Auction Revenue Rights associated with an Incremental Rights-Eligible 
Required Transmission Enhancement shall be calculated by determining the Incremental Auction 
Revenue Right capability created by such Incremental Rights-Eligible Required Transmission 
Enhancement between the aggregate source and sink points determined as described in 
subsection (a)(ii) of this Schedule 12A.  To determine such capability, Transmission Provider 
first shall determine the base system Auction Revenue Right capability between such aggregate 
source and sink points, excluding the impact of the given Incremental Rights-Eligible Required 
Transmission Enhancements.  The Transmission Provider then shall similarly determine for such 
source and sink points the Auction Revenue Rights capability that includes the impact of the 
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particular Incremental Rights-Eligible Required Transmission Enhancement.  The Incremental 
Auction Revenue Right capability associated with the given Incremental Rights-Eligible 
Required Transmission Enhancement shall be the difference between the Auction Revenue Right 
capability in the base system analysis without the facility and the Auction Revenue Right 
capability in the analysis including the impact of such facility. 
 

(iv) Determinations of Available Incremental Auction Revenue Rights:  For each 
Incremental Rights-Eligible Required Transmission Enhancement, within three months prior to 
the  FTR planning period in which the Eligible Transmission Enhancement comes in-service, the 
Transmission Provider shall determine in accordance with this subsection (a), the available 
Incremental Auction Revenue Rights associated with such facility. 
 
 (v) Duration of Incremental Auction Revenue Rights Associated with 
Incremental Rights-Eligible Required Transmission Enhancements.  The final quantity of 
Incremental Auction Revenue Rights, determined pursuant to subsection (a)(iv) of this Schedule 
12A for a given Incremental Rights-Eligible Required Transmission Enhancement, shall be 
available for allocation to Responsible Customers as of the first day of the first month that the 
Incremental Rights-Eligible Required Transmission Enhancement is included in the transmission 
system model for the monthly Financial Transmission Right  auction and shall continue to be 
available for allocation for thirty (30) years thereafter, or for the life of the associated facility, 
whichever is less, subject to any subsequent pro-rata reduction of all Auction Revenue Rights 
(including Incremental Auction Revenue Rights) in accordance with the Appendix to Attachment 
K of the Tariff.  
 
 (vi) Procedures for Allocating Incremental Auction Revenue Rights to 
Responsible Customers:  Transmission Provider shall allocate to eligible Responsible 
Customers, as specified in subsection (a)(i) of this Schedule 12A, the Incremental Auction 
Revenue Rights associated with each Incremental Rights-Eligible Required Transmission 
Enhancement based on the percentage cost responsibility assigned to Responsible Customers for 
such facility as set forth on a zonal basis in Schedule 12-Appendix to the Tariff.  Network 
Customers within a Zone shall be allocated a share of the Incremental Auction Revenue Rights 
identified for such Zone based on their percentage share, determined daily, of the network 
service peak load of the Zone.  To the extent one or more Transmission Customers with 
agreements for Firm Point-to-Point Transmission Service are assigned costs of such facility 
pursuant to Schedule 12 or other PJM Tariff provisions assigning Schedule 12 costs in a Zone, 
such customer(s) shall be allocated a share of the Incremental Auction Revenue Rights identified 
for such Zone consistent with such Transmission Customer’s assigned Schedule 12 cost 
responsibility.  Incremental Auction Revenue Rights shall be re-allocated annually to reflect the 
annual recalculation of Transmission Enhancement Charges under section (c) of Schedule 12.  
Transmission Provider shall allocate Incremental Auction Revenue Rights that become effective 
after the start of a Planning Period no later than forty-five (45) days before such rights become 
effective.  Transmission Provider shall allocate Incremental Auction Revenue Rights that 
become effective at the start of a Planning Period (including any annual reallocations of such 
rights) in coordination with the annual allocation of Auction Revenue Rights under section 7 of 
the Appendix to Attachment K of this Tariff.  PJM will notify Responsible Customers of such 
allocations in accordance with established PJM procedures.  Where an allocation of Incremental 
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Auction Revenue Rights hereunder is for a full Planning Period, the Responsible Customer may 
decline to accept such allocation.  Incremental Auction Revenue Rights so declined shall not be 
reallocated to other Responsible Customers for such Planning Period. 
 
 (vii) Value of Incremental Auction Revenue Rights:  The value of Incremental 
Auction Revenue Rights that become effective at the start of a Planning Period shall be 
determined in the same manner as annually allocated Auction Revenue Rights based on the nodal 
prices resulting from the annual Financial Transmission Rights auction. The value of Incremental 
Auction Revenue Rights that become effective after the commencement of a Planning Period 
shall be determined on a monthly basis for each month in the Planning Period beginning with the 
month the Incremental Auction Revenue Rights become effective.  The value of such 
Incremental Auction Revenue Rights shall be equal to the megawatt amount of the Incremental 
Auction Revenue Rights multiplied by the LMP differential between the source and sink nodes 
of the corresponding Financial Transmission Rights obligations in each prompt-month Financial 
Transmission Rights auction that occurs from the effective date of the Incremental Auction 
Revenue Rights through the end of the relevant Planning Period.  For each Planning Period 
thereafter, the value of such Incremental Auction Revenue Rights shall be determined in the 
same manner as Incremental Auction Revenue Rights that become effective at the beginning of a 
Planning Period. 
 
(b) Incremental Capacity Transfer Rights Associated With Incremental Rights-Eligible 
Required Transmission Enhancements. 
 
 (i) Right of Responsible Customers to Receive Incremental Capacity Transfer 
Rights:  Responsible Customers, as defined in Schedule 12 of the Tariff, that are 
 
 Network Customers, Transmission Customers with an agreement for Firm Point-To-Point 
Service, or Merchant Transmission Facility owners, and that are assigned cost responsibility for 
an Incremental Rights-Eligible Required Transmission Enhancement shall be allocated a share of 
the Incremental Capacity Transfer Rights associated with such facility as determined by the 
Transmission Provider in accordance with this section (b) of Schedule 12A. 
 
 (ii) Determination of Incremental Capacity Transfer Rights Associated with 
Incremental Rights-Eligible Required Transmission Enhancements: For each Incremental 
Rights-Eligible Required Transmission Enhancement, the megawatt quantity of the Incremental 
Capacity Transfer Rights associated with such facility shall be the megawatt increase in Capacity 
Emergency Transfer Limit into a Locational Deliverability Area provided by such facility.  In the 
event that an Incremental Rights-Eligible Required Transmission Enhancement provides 
simultaneous increases in Capacity Emergency Transfer Limits into multiple Locational 
Deliverability Areas (under capacity emergency study conditions), separate Incremental Capacity 
Transfer Rights shall be determined for each such Locational Deliverability Area, equal to the 
respective increase in the Capacity Emergency Transfer Limit into each such Locational 
Deliverability Area.   
 
 (iii) Determination Procedure and Duration of Incremental Capacity Transfer 
Rights:  Transmission Provider shall determine the Incremental Capacity Transfer Rights 
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associated with a given Incremental Rights-Eligible Required Transmission Enhancement prior 
to the conduct of the Base Residual Auction for the first Delivery Year for which such facility is 
to be in service, and shall identify such Incremental Capacity Transfer rights in the informational 
posting required by section 5.11 of Attachment DD to the Tariff.  No Incremental Capacity 
Transfer Rights for Regional Facilities and Necessary Lower Voltage Facilities shall become 
available prior to the Delivery Year that starts June 1, 2012.  No Incremental Capacity Transfer 
Rights for Lower Voltage Facilities shall become available prior to the Delivery Year that starts 
June 1, 2013.  Once so established, Incremental Capacity Transfer Rights for an Incremental 
Rights-Eligible Required Transmission Enhancement shall be available for allocation to 
Responsible Customers for thirty (30) years or the life of the project, whichever is less; provided, 
however, that Incremental Capacity Transfer Rights may be limited for any Delivery Year as 
provided in section 5.16 of Attachment DD to the Tariff. 
 
 (iv) Allocation of Incremental Capacity Transfer Rights to Responsible 
Customers:  Transmission Provider shall allocate to each Responsible Customer a share of the 
Incremental Capacity Transfer Rights associated with each Incremental Rights-Eligible Required 
Transmission Enhancement for which the Responsible Customer has been assigned cost 
responsibility pursuant to Schedule 12 of the Tariff.  The megawatt quantity of Incremental 
Capacity Transfer Rights allocated to Responsible Customers shall be based on the percentage 
cost responsibility assigned to the Responsible Customers for the particular facility as set forth in 
Schedule 12-Appendix to the Tariff.  During the Delivery Year, Network Customers within a 
Zone that are Responsible Customers shall be allocated Incremental Capacity Transfer Rights 
based on their percentage share, determined daily of the network service peak load of the Zone.  
To the extent one or more Transmission Customers with agreements for Firm Point-to-Point 
Transmission Service are assigned costs of such facility pursuant to Schedule 12 or other PJM 
Tariff provisions assigning Schedule 12 costs in a Zone, such customer(s) shall be allocated a 
share of Incremental Capacity Transfer Rights identified for such Zone consistent with such 
Transmission Customer’s assigned Schedule 12 cost responsibility.  Incremental Capacity 
Transfer Rights shall be re-allocated annually to reflect the annual recalculation of Transmission 
Enhancement Charges under section (c) of Schedule 12. 
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1.5A Economic Load Response Participant. 
 
As used in this section 1.5A, the term “end-use customer” refers to an individual location or 
aggregation of locations that consume electricity as identified by a unique electric distribution 
company account number. 
 
1.5A.1 Qualification. 
 
A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment 
Service Provider that has the ability to cause a reduction in demand as metered on an electric 
distribution company account basis (or for non-interval metered residential Direct Load Control 
customers, as metered on a statistical sample of electric distribution company accounts utilizing 
current data, as described in the PJM Manuals) or has an On-Site Generator that enables demand 
reduction may become an Economic Load Response Participant by complying with the 
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other 
applicable federal, state and local regulatory entities together with this section 1.5A including, 
but not limited to, section 1.5A.3.  A Member or Special Member may aggregate multiple 
individual end-use customer sites to qualify as an Economic Load Response Participant, subject 
to the requirements of Section 1.5A.10. 
 
1.5A.2 Special Member. 
 
Entities that are not Members and desire to participate solely in the Real-time Energy Market by 
reducing demand may become a Special Member by paying an annual membership fee of $500 
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed 
$5,000 in a calendar year.  For entities that become Special Members pursuant to this section, the 
following obligations are waived:  (1) the $1,500 membership application fee set forth in section 
1.4.3 of this Agreement; (ii) liability under section 15.2 of this Agreement for Member defaults; 
(iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control center 
coverage.  In addition, such Members shall not have voting privileges in committees or sector 
designations, and shall not be permitted to form user groups.  On January 1 of a calendar year, a 
Special Member under this section, at its sole election, may become a Member rather than a 
Special Member subject to all rules governing being a Member, including regular application and 
membership fee requirements. 
 
1.5A.3 Registration. 
 
1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services 
Market, Economic Load Response Participants must complete either the Economic Load 
Response or Economic Load Response Regulation Only Registration Form posted on the Office 
of the Interconnection’s website and submit such form to the Office of the Interconnection for 
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set 
forth in the PJM Manuals.  Notwithstanding the below sub-provisions, Economic Load Response 
Regulation Only registrations and Economic Load Response residential customer registrations 
not participating in the Day-ahead Energy Market will not require the identification of the 
relevant Load Serving Entity, nor will such relevant Load Serving Entity be notified of such 
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registration or requested to verify such registration.  All other below sub-provisions apply 
equally to Economic Load Response Regulation Only registrations, and Economic Load 
Response residential customer registrations not participating in the Day-ahead Energy Market, as 
well as Economic Load Response registrations. 
 
 a. For end-use customers of an electric distribution company that distributed more 
than 4 million MWh in the previous fiscal year: 
 

i. After confirming that an entity has met all of the qualifications to be an Economic 
Load Response Participant, the Office of the Interconnection shall notify the  
relevant electric distribution company or Load Serving Entity, as determined 
based upon the type of registration submitted (i.e., either an Economic Load 
Response registration, Economic Load Response residential customer 
registrations not participating in the Day-ahead Energy Market,  or an Economic 
Load Response Regulation Only registration), of an Economic Load Response 
Participant’s registration and request verification as to whether the load that may 
be reduced is subject to another contractual obligation or to laws or regulations of 
the Relevant Electric Retail Regulatory Authority that prohibit or condition the 
end-use customer’s participation in PJM’s Economic Load Response Program.  
The relevant electric distribution company or Load Serving Entity shall have ten 
Business Days to respond.  A relevant electric distribution company or Load 
Serving Entity which seeks to assert that the laws or regulations of the Relevant 
Electric Retail Regulatory Authority prohibit or condition (which condition the 
electric distribution company or Load Serving Entity asserts has not been 
satisfied) the end-use customer's participation in PJM’s Economic Load Response 
program shall provide to PJM, within the referenced ten Business Day review 
period, either:  (a) an order, resolution or ordinance of the Relevant Electric Retail 
Regulatory Authority prohibiting or conditioning the end-use customer's 
participation, (b) an opinion of the Relevant Electric Retail Regulatory 
Authority’s legal counsel attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer's participation, or (c) an opinion 
of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law prohibiting or 
conditioning the end-use customer's participation. 

 
ii. In the absence of a response from the relevant electric distribution company or 

Load Serving Entity within the referenced ten Business Day review period, the 
Office of the Interconnection shall assume that the load to be reduced is not 
subject to other contractual obligations or to laws or regulations of the Relevant 
Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer’s participation in PJM’s Economic Load Response Program, and the 
Office of the Interconnection shall accept the registration, provided it meets the 
requirements of this section 1.5A. 

 
 b. For end-use customers of an electric distribution company that distributed  4 
million MWh or less in the previous fiscal year: 
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i. After confirming that an entity has met all of the qualifications to be an Economic 

Load Response Participant, the Office of the Interconnection shall notify the 
relevant electric distribution company or Load Serving Entity, as determined 
based upon the type of registration submitted (i.e., either an Economic Load 
Response registration, Economic Load Response residential customer 
registrations not participating in the Day-ahead Energy Market,  or an Economic 
Load Response Regulation Only registration), of an Economic Load Response 
Participant’s registration and request verification as to whether the load that may 
be reduced is permitted to participate in PJM’s Economic Load Response 
Program.  The relevant electric distribution company or Load Serving Entity shall 
have ten Business Days to respond.  If the relevant electric distribution company 
or Load Serving Entity verifies that the load that may be reduced is permitted or 
conditionally permitted (which condition the electric distribution company or 
Load Serving Entity asserts has been satisfied) to participate in the Economic 
Load Response Program, then the electric distribution company or the Load 
Serving Entity must provide to the Office of the Interconnection within the 
referenced ten Business Day review period evidence from the Relevant Electric 
Retail Regulatory Authority permitting or conditionally permitting the Economic 
Load Response Participant to participate in the Economic Load Response 
Program.  Evidence from the Relevant Electric Retail Regulatory Authority 
permitting the Economic Load Response Participant to participate in the 
Economic Load Response Program shall be in the form of either: (a) an order, 
resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the end-use customer's participation, (b) an 
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer's participation, or (c) an opinion of the state 
Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 
attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer's participation. 

 
ii. In the absence of a response from the relevant electric distribution company or 

Load Serving Entity within the referenced ten Business Day review period, the 
Office of the Interconnection shall reject the registration.  If it is able to do so in 
compliance with section 1.5A hereof, including section 1.5A.3, the Economic 
Load Response Participant may submit a new registration for consideration if a 
prior registration has been rejected pursuant to this subsection. 

 
2. In the event that the end-use customer is subject to another contractual obligation, special 
settlement terms may be employed to accommodate such contractual obligation.  The Office of 
the Interconnection shall notify the end-use customer or appropriate Curtailment Service 
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic 
Load Response Participant has or has not met the requirements of this section 1.5A.  An end-use 
customer that desires not to be simultaneously registered to reduce demand under the Emergency 
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
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day advance notice to the Office of the Interconnection, may switch its registration for reducing 
demand, if it has been registered to reduce load for 15 consecutive days under its current 
registration. 
 
1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009 
 
1. For end-use customers of an electric distribution company that distributed more than 4 
million MWh in the previous fiscal year: 
 
 a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale 
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC ¶ 61,059 
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority 
law or regulation prohibiting or conditioning (which condition the electric distribution company 
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in 
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s 
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be 
deemed to be terminated upon an electric distribution company or Load Serving Entity 
submitting to the Office of the Interconnection either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s 
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law prohibiting or conditioning the end-use 
customer’s participation, or (c) an opinion of the state Attorney General, on behalf of the 
Relevant Electric Retail Regulatory Authority, attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer’s participation.   
 

i. For registrations terminated pursuant to this section, all Economic Load 
Response Participant activity incurred prior to the termination date of the 
registration shall be settled by PJMSettlement in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM 
Manuals. 

 
2. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
 
 a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing 
Economic Load Response Participant's registration submitted to the Office of the Interconnection 
prior to August 28, 2009, will be deemed to be terminated unless an electric distribution 
company or Load Serving Entity verifies that the existing registration is permitted or 
conditionally permitted (which condition the electric distribution company or Load Serving 
Entity asserts has been satisfied) to participate in the Economic Load Response Program and 
provides evidence to the Office of the Interconnection documenting that the permission or 
conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail 
Regulatory Authority.  If the electric distribution company or Load Serving Entity verifies that 
the existing registration is permitted or conditionally permitted (which condition the electric 
distribution company or Load Serving Entity asserts has been satisfied) to participate in the 
Economic Load Response Program, then, within ten Business Days of verifying such permission 
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or conditional permission, the electric distribution company or Load Serving Entity must provide 
to the Office of the Interconnection evidence from the Relevant Electric Retail Regulatory 
Authority permitting or conditionally permitting the Economic Load Response Participant to 
participate in the Economic Load Response Program.  Evidence from the Relevant Electric 
Retail Regulatory Authority permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program shall be in the form of either: 
(a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the end-use customer’s participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s participation, or 
(c) an opinion of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law permitting or conditionally permitting 
the end-use customer’s participation. 
 

i. For registrations terminated pursuant to this section, all Economic Load 
Response Participant activity incurred prior to the termination date of the 
registration shall be settled by PJMSettlement in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM 
Manuals. 

 
3. All registrations submitted to the Office of the Interconnection on or after August 28, 
2009, including requests to extend existing registrations, will be processed by the Office of the 
Interconnection in accordance with the provisions of section 1.5A, including section 1.5A.3. 
 
1.5A.3. 02 Economic Load Response Regulation Only Registrations. 
 
An Economic Load Response Regulation Only registration allows end-use customer 
participation in the Regulation market only, and may be submitted by a Curtailment Service 
Provider that is different than the Curtailment Service Provider that submits an Emergency Load 
Response Program registration, Pre-Emergency Load Response Program registration or 
Economic Load Response registration for the same end-use customer. An end-use customer that 
is registered as Economic Load Response Regulation Only shall not be permitted to register 
and/or participate in any other Ancillary Service markets at the same time, but may have a 
second, simultaneously existing Economic Load Response registration to participate in the PJM 
Interchange Energy Market as set forth in the PJM Manuals. 
 
1.5A.4 Metering and Electronic Dispatch Signal. 
 
a) The Curtailment Service Provider is responsible for ensuring that end-use customers have 
metering equipment that provides integrated hourly kWh values on an electric distribution 
company account basis.  For non-interval metered residential customers not participating in the 
pilot program under section 1.5A.7, the Curtailment Service Provider must ensure that a 
representative sample of residential customers has metering equipment that provides integrated 
hourly kWh values on an electric distribution company account basis, as set forth in the PJM 
Manuals.  The metering equipment shall either meet the electric distribution company 
requirements for accuracy, or have a maximum error of two percent over the full range of the 
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metering equipment (including potential transformers and current transformers) and the metering 
equipment and associated data shall meet the requirements set forth herein and in the PJM 
Manuals. End-use customer reductions in demand  must be  metered by recording integrated 
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and 
comparing actual metered load to its Customer Baseline Load, calculated pursuant to section 
3.3A of this Schedule, or on an alternative metering basis approved by the Office of the 
Interconnection and agreed upon by all relevant parties, including any Curtailment Service 
Provider, electric distribution company and end-use customer.  To qualify for compensation for 
such load reductions that are not metered directly by the Office of the Interconnection, hourly 
data reflecting meter readings for each day during which the load reduction occurred and all 
associated days to determine the reduction must be submitted to the Office of the Interconnection 
in accordance with the PJM Manuals within 60 days of the load reduction. 
 
Curtailment Service Providers that have end-use customers that will participate in the Regulation 
market may be permitted to use Sub-metered load data instead of load data at the electric 
distribution company account number level for Regulation measurement and verification as set 
forth in the PJM Manuals and subject to the following:  
 

a. Curtailment Service Providers, must clearly identify for the Office of the 
Interconnection all electrical devices that will provide Regulation and identify all 
other devices used for similar processes within the same Location that will not 
provide Regulation.  The Location must contribute to management of frequency 
control on the PJM electric grid or PJM shall deny use of Sub-metered load data 
for the Location. 

 
b. If the registration to participate in the Regulation market contains an aggregation 

of Locations, the relevant Curtailment Service Provider will provide the Office of 
the Interconnection with load data for each Location’s Sub-meter through an 
after-the-fact load data submission process.   
 

c. The Office of the Interconnection may conduct random, unannounced audits of all  
Locations that are registered to participate in the Regulation market to ensure that 
devices that are registered by the Curtailment Service Providers as providing  
Regulation service are not otherwise being offset by a change in usage of other 
devices within the same Location. 

 
d. The Office of the Interconnection may suspend the Regulation market activity of 

Economic Load Response Participants, including Curtailment Service Providers, 
that do not comply with the Economic Load Response and Regulation market 
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the 
matter to the Independent Market Monitor and/or the Federal Energy Regulatory 
Commission Office of Enforcement.  

 
b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that 
Economic Load Response Participants maintain, the capability to receive and act upon an 
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electronic dispatch signal from the Office of the Interconnection in accordance with any 
standards and specifications contained in the PJM Manuals. 
 
1.5A.5 On-Site Generators. 
 
An Economic Load Response Participant that intends to use an On-Site Generator for the 
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent 
to the Office of the Interconnection in writing that it holds all necessary environmental permits 
applicable to the operation of the On-Site Generator.  Unless notified otherwise, the Office of the 
Interconnection shall deem such representation applies to each time the On-Site Generator is 
used to reduce demand to enable participation in the PJM Interchange Energy Market and that 
the On-Site Generator is being operated in compliance with all applicable permits, including any 
emissions, run-time limits or other operational constraints that may be imposed by such permits. 
 
1.5A.6 Variable-Load Customers. 
 
The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days 
provided by the Market Participant in the registration process; provided, however, that any 
alternative means of making such determination when 60 days of data is not available shall be 
subject to review and approval by the Office of the Interconnection and provided further that 60 
days of hourly load data shall not be required on an individual customer basis for non-interval 
metered residential or Small Commercial Customers that provide Economic Load Response 
through a direct load control program under which an electric distribution company, Load 
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any 
action by such customer to reduce load.  Non-Variable Loads shall be those for which the 
Customer Baseline Load calculation and adjustment methods prescribed by sections 3.3A.2 and 
3.3A.3 result in a relative root mean square hourly error of twenty percent or less compared to 
the actual hourly loads based on the hourly load data provided in the registration process and 
using statistical methods prescribed in the PJM Manuals.  All other loads shall be Variable 
Loads. 
 
1.5A.7 Non-Hourly Metered Customer Pilot. 
 
Non-hourly metered customers may participate in the PJM Interchange Energy Market as 
Economic Load Response Participants on a pilot basis under the following circumstances.  The 
Curtailment Service Provider or PJM must propose an alternate method for measuring hourly 
demand reductions.  The Office of the Interconnection shall approve alternate measurement 
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection 
(“Pilot Period”).  Demand reductions by non-hourly metered customers using alternate 
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of 
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program 
and the PJM Interchange Energy Market or Synchronized Reserve market.  With the sole 
exception of the requirement for hourly metering as set forth in Section 1.5A.4 of this Schedule, 
non-hourly metered customers that qualify as Economic Load Response Participants pursuant to 
this section 1.5A.7 shall be subject to the rules and procedures for participation by Economic 
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Load Response Participants in the PJM Interchange Energy Market, including, without 
limitation, the Net Benefits Test and the requirement for dispatch by the Office of the 
Interconnection.  Following completion of a Pilot Period, the alternate method shall be evaluated 
by the Office of the Interconnection to determine whether such alternate method should be 
included in the PJM Manuals as an accepted measurement mechanism for demand reductions in 
the PJM Interchange Energy Market. 
 
1.5A.8 Batch Load Demand Resource Provision of Synchronized Reserve or Day-ahead 
Scheduling Reserves. 
 
  (a) A Batch Load Demand Resource may provide Synchronized Reserve or Day-
ahead Scheduling Reserves in the PJM Interchange Energy Market provided it has pre-qualified 
by providing the Office of the Interconnection with documentation acceptable to the Office of 
the Interconnection that shows six months of one minute incremental load history of the Batch 
Load Demand Resource, or in the event such history is unavailable, other such information or 
data acceptable to the Office of the Interconnection to demonstrate that the resource meets the 
definition of “Batch Load Demand Resource” pursuant to section 1.3.1A.001 of this Schedule.  
This requirement is a one-time pre-qualification requirement for a Batch Load Demand 
Resource. 
 
  (b) Batch Load Demand Resources may provide up to 20 percent of the total system-
wide PJM Synchronized Reserve requirement in any hour, or up to 20 percent of the total 
system-wide Day-ahead Scheduling Reserves requirement in any hour; provided, however, that 
in the event the Office of the Interconnection determines in its sole discretion that satisfying 20 
percent of either such requirement from Batch Load Demand Resources is causing or may cause 
a reliability degradation, the Office of the Interconnection may reduce the percentage of either 
such requirement that may be satisfied by Batch Load Demand Resources in any hour to as low 
as 10 percent.  This reduction will be effective seven days after the posting of the reduction on 
the PJM website.  Notwithstanding anything to the contrary in this Agreement, as soon as 
practicable, the Office of the Interconnection unilaterally shall make a filing under section 205 of 
the Federal Power Act to revise the rules for Batch Load Demand Resources so as to continue 
such reduction.  The reduction shall remain in effect until the Commission acts upon the Office 
of the Interconnection’s filing and thereafter if approved or accepted by the Commission. 
 
  (c) A Batch Load Demand Resource that is consuming energy at the start of a 
Synchronized Reserve Event, or, if committed to provide Day-ahead Scheduling Reserves, at the 
time of a dispatch instruction from the Office of the Interconnection to reduce load, shall respond 
to the Office of the Interconnection’s calling of a Synchronized Reserve Event, or to such 
instruction to reduce load, by reducing load as quickly as it is capable and by keeping its 
consumption at or near zero megawatts for the entire length of the Synchronized Reserve Event 
following the reduction, or, in the case of Day-ahead Scheduling Reserves, until a dispatch 
instruction that load reductions are no longer required.  A Batch Load Demand Resource that has 
reduced its consumption of energy for its production processes to minimal or zero megawatts 
before the start of a Synchronized Reserve Event (or, in the case of Day-ahead Scheduling 
Reserves, before a dispatch instruction to reduce load) shall respond to the Office of the 
Interconnection’s calling of a Synchronized Reserve Event (or such instruction to reduce load) 
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by reducing any load that is present at the time the Synchronized Reserve Event is called (or at 
the time of such instruction to reduce load) as quickly as it is capable, delaying the restart of its 
production processes, and keeping its consumption at or near zero megawatts for the entire 
length of the Synchronized Reserve Event following any such reduction (or, in the case of Day-
ahead Scheduling Reserves, until a dispatch instruction that load reductions are no longer 
required).  Failure to respond as described in this section shall be considered non-compliance 
with the Office of the Interconnection’s dispatch instruction associated with a Synchronized 
Reserve Event, or as applicable, associated with an instruction to a resource committed to 
provide Day-ahead Scheduling Reserves to reduce load. 
 
1.5A.9 Day-ahead and Real-time Energy Market Participation. 
 
Economic Load Response Participants shall be compensated under section 3.3A.5 and 3.3A.6 
only if they participate in the Day-ahead or Real-time Energy Markets as a dispatchable 
resource. 
 
1.5A.10 Aggregation for Economic Load Response  Registrations. 
 
The purpose for aggregation is to allow the participation of End-Use Customers in the Energy 
Market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis or can provide less than 0.1 
megawatt of demand response in the Day-Ahead Scheduling Reserve, Synchronized Reserve or 
Regulation  markets when they currently have no alternative opportunity to participate on an 
individual basis. Aggregations pursuant to Section 1.5A.1 shall be subject to the following 
requirements: 
 

 i. All End-Use Customers in an aggregation shall be specifically identified; 
 
 ii. All End-Use Customers in an aggregation shall be served by the same 
electric distribution company or Load Serving Entity where the electric distribution 
company is the Load Serving Entity for all End-Use Customers in the aggregation.  
Residential customers that are part of an aggregate that does not participate in the Day- 
Ahead Energy Market do not need to share the same Load Serving Entity.  If the 
aggregation will provide Synchronized Reserves, all customers in the aggregation must 
also be part of the same Synchronized Reserve sub-zone; 
 
 iii. All End-Use Customers in an aggregation that settle at Transmission 
Zone, existing load aggregate, or node prices shall be located in the same Transmission 
Zone, existing load aggregate or at the same node, respectively; 
 
 iv. A single CBL for the aggregation shall be used to determine settlements 
pursuant to Sections 3.3A.5 and 3.3A.6; 
 
 v. If the aggregation will only provide energy to the market then only one 
End-Use Customer within the aggregation shall have the ability to reduce more than 
0.099 megawatt of load unless the Curtailment Service Provider, Load Serving Entity and 
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PJM approve. If the aggregation will provide an Ancillary Service to the market then 
only one End-Use Customer within the aggregation shall have the ability to reduce more 
than 0.099 megawatt of load unless the Curtailment Service Provider, Load Serving 
Entity and PJM approve; 
 
 vi. Each End-Use Customer site must meet the requirements for market 
participation by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for energy or the 0.1 megawatt minimum load reduction requirement for 
Ancillary Services; and 
 
 vii. An End-Use Customer’s participation in the Energy and Ancillary 
Services markets shall be administered under one economic registration. 
 

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations 
The purpose for aggregation is to allow the participation of end-use customers in the Regulation 
market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis. Aggregations pursuant to Section 
1.5A.1 shall be subject to the following requirements: 
 

i. All end-use customers in an aggregation shall be specifically identified; 
ii. All end-use customers in the aggregation must be served by the same electric 

distribution company and must also be part of the same Transmission Zone; and  
iii. Each end-use customer site must meet the requirements for market participation 

by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for Regulation service. 

 
1.5A.11 Reporting 
 
  (a) PJM will post on its website a report of demand response activity, and will 
provide a summary thereof to the PJM Markets and Reliability Committee on an annual basis. 
 
  (b) As PJM receives evidence from the electric distribution companies or Load 
Serving Entities pursuant to section 1.5A.3, PJM will post on its website a list of those Relevant 
Electric Retail Regulatory Authorities that the electric distribution companies or Load Serving 
Entities assert prohibit or condition retail participation in PJM’s Economic Load Response 
Program together with a corresponding reference to the Relevant Electric Retail Regulatory 
Authority evidence that is provided to PJM by the electric distribution companies or Load 
Serving Entities.
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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 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 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. 
 
  (a) In performing 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 each Applicable Regional Entity, (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 
PJM 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 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 and PJMSettlement 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 interruption of load, Price Responsive Demand, Demand Resources, 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.  Market 
Participants that request additional information or communications system access or connections 
beyond those which are required by the Office of the Interconnection for reliability in the 
operation of the LLC or the Office of the Interconnection, including but not limited to PJMnet or 
Internet SCADA connections, shall be solely responsible for the cost of such additional access 
and connections and for purchasing, leasing, installing and maintaining any associated facilities 
and equipment, which shall remain the property of the Market Participant. 
 
  (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 and PJMSettlement 
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. 
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  (f) 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, however, no Market Participant shall be required to take any action that is 
inconsistent with Good Utility Practice or applicable law. 
 
  (g) 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 PJM 
Manuals. 
 
  (h) 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 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 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, and as may be further described in the PJM Manuals, 
for the scheduling and completion of transactions in the PJM Interchange Energy Market and the 
maintenance of the reliable operation of the PJM Region, and shall be sufficient to enable (i) a 
Market Seller or an Economic Load Response Participant to perform all 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. 
 
  (a) 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 (taking into account any reductions to such requirements in 
accordance with PRD Curves properly submitted by PRD Providers), as well as the requirements 
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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), the Joint Operating Agreement Among and Between New York 
Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 
No. 45), 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 PJM 
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 in an hour, shall be calculated by the Office of 
the Interconnection, and collected by PJMSettlement, and the revenues therefrom shall be 
disbursed by PJMSettlement 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 
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this Schedule.  PJMSettlement shall not be a contracting party with respect to such self-
scheduled or self-supplied transactions. 
 
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 PJM 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. 
 
  (a) Bilateral Transactions. 
 

(i) 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 InSchedule and ExSchedule tools.   

 
 (ii) 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 PJM 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 or be construed to define PJMSettlement as a contracting party to any 
bilateral transactions between Market Participants. 

 
 (iii)  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)  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 
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billed or settled by the Office of the Interconnection or PJMSettlement. The LLC, 
PJMSettlement, and the Members will not assume financial responsibility for the failure 
of a party to perform obligations owed to the other party under 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, 

PJMSettlement, 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 PJMSettlement by the seller under the bilateral 
contract, as determined by the Office of the Interconnection. Upon any default in 
obligations to the LLC or PJMSettlement by a Market Participant, the Office of the 
Interconnection shall (i) not accept any new InSchedule or ExSchedule reporting by the 
Market Participant and (ii) terminate all of the Market Participant’s InSchedules and 
ExSchedules 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 InSchedules and ExSchedules 
associated with bilateral contracts between buyer and seller previously reported to the 
Office of the Interconnection.  PJMSettlement 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 PJMSettlement 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 Dynamic Transfers pursuant to Section 1.12 and that are curtailed or interrupted for any 
reason (except for curtailments or interruptions through 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 from the 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: 
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(i) 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 of a 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. 

 
(ii) 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.  In the 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 II of the PJM 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.  

 
(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. 
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 (a) The Office of the Interconnection, with the assistance of the Members’ 
dispatchers as it may request, shall be responsible for monitoring the operation of the PJM 
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 Entity 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 and PJMSettlement 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 in a Control Zone solely to address capacity deficiencies in another 
Control Zone.  This subsection 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, and for additional 
services they request from the LLC, PJMSettlement or the Office of the Interconnection that are 
not required for the operation of the LLC or 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 Manuals. 
 
The Office of the Interconnection shall be responsible for maintaining, updating, and 
promulgating the PJM 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 conform and comply with this Agreement, NERC operating policies, and 
Applicable Regional Entity 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 
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 of the 
Interconnection Control Center, and each Market Participant hereby consents to such recording. 
 
1.7.17 Operating Reserves. 
 
  (a) 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 in the PJM Manuals.  Reserve levels are probabilistically determined based 
on the season’s historical load forecasting error and forced outage rates. 
 
  (c) 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 II.B of Attachment M - Appendix. A nuclear generation resource 
(i) must submit a risk premium consistent with its agreement under such process, or, (ii) if it has 
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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. 
 

 (d) PJMSettlement shall be the Counterparty to the purchases and sales of Operating 
Reserve in the PJM Interchange Energy Market. 

 
1.7.18 Regulation. 
 
  (a) 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 PJM 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. 
 
  (c) The Regulation range of a generation unit or demand resource shall be at least 
twice the amount of Regulation assigned as described in the PJM Manuals. 
 
  (d) A resource capable of automatic energy dispatch that is also providing Regulation 
shall have its energy dispatch range reduced by at least twice the amount of the Regulation 
provided with consideration of the Regulation limits of that resource, as specified in the PJM 
Manuals. 
 
  (e) Qualified Regulation must satisfy the measurement and 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. 
 
  (a) Synchronized Reserve can be supplied from non-emergency generation resources 
and/or Demand Resources located within the metered boundaries of the PJM Region.  All on-line 
non-emergency generation resources providing energy are deemed to be available to provide Tier 
1 Synchronized Reserve and Tier 2 Synchronized Reserve to the Office of the Interconnection, 
as applicable to the capacity resource’s capability to provide these services.  During periods for 
which the Office of the Interconnection has issued a Primary Reserve Warning, Voltage 
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Reduction Warning or Manual Load Dump Warning as described in Section 2.5(d) below, all 
other non-emergency generation capacity resources available to provide energy shall have 
submitted offers for Tier 2 Synchronized Reserves.  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, the Operating 
Agreement and PJM Tariff. 
 
  (b) The Office of the Interconnection shall obtain and maintain for each Reserve 
Zone and Reserve Sub-zone an amount of Primary and Synchronized Reserve equal to the 
respective Primary and Synchronized Reserve objectives for such Reserve Zone and Reserve 
Sub-zone, as specified in the PJM Manuals.  The Office of the Interconnection shall create 
additional Reserve Zones or Reserve Sub-zones to maintain the required amount of reserves in a 
specific geographic area of the PJM Region as needed for system reliability.  Such needs may 
arise due to planned and unplanned system events that limit the Office of the Interconnection’s 
ability to deliver reserves to specific geographic area of the PJM Region where reserves are 
required.   
  (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. 
 
1.7.19A.01 Non-Synchronized Reserve. 
 
 (a) Non-Synchronized Reserve shall be supplied from generation resources located 
within the metered boundaries of the PJM Region.  Resources, the entire output of which has 
been designated as emergency energy, and resources that aren’t available to provide energy, are 
not eligible to provide Non-Synchronized Reserve.   All other non-emergency generation 
capacity resources available to provide energy shall also be available to provide Non-
Synchronized Reserve, as applicable to the capacity resource’s capability to provide these 
services.  Generating Market Buyers and Market Sellers offering Non-Synchronized Reserve 
shall comply with applicable standards and requirements for Non-Synchronized Reserve 
capability and dispatch specified in the PJM Manuals, the Operating Agreement and PJM Tariff. 
 
 (b) The Office of the Interconnection shall obtain and maintain for each Reserve 
Zone and Reserve Sub-zone an amount of Non-Synchronized Reserve such that the sum of the 
Synchronized Reserve and Non-Synchronized Reserve meets the Primary Reserve objective for 
such Reserve Zone and Reserve Sub-zone, as specified in the PJM Manuals.  The Office of the 
Interconnection shall create additional Reserve Zones or Reserve Sub-zones to maintain the 
required amount of reserves in a specific geographic area of the PJM Region as needed for 
system reliability.  Such needs may arise due to planned and unplanned system events that limit 
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the Office of the Interconnection’s ability to deliver reserves to specific geographic area of the 
PJM Region where reserves are required.   
 
 (c) The Non-Synchronized Reserve capability of a generation resource shall be the 
increase in energy output achievable by the generation resource within a continuous 10-minute 
period provided that the resource is not synchronized to the system at the initiation of the 
response. 
 

(d)     The Non-Synchronized Reserve capability of a generation resource shall generally 
be determined based on the startup and notification time, economic minimum and ramp rate of 
such resource submitted in the Real-time Energy Market for the Operating Day.  If the 
Generating Market Buyer or Market Seller offering the Non-Synchronized Reserve can 
demonstrate to the Office of the Interconnection that the Non-Synchronized Reserve capability 
of a generation resource exceeds its calculated value based on market offer data, the Generating 
Market Buyer or Market Seller and the Office of the Interconnection may agree on a different 
capability to be used. 

 
(e)       All Non-Synchronized Reserve offers shall be for $0.00/MWh. 

 
1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and Day-
ahead Scheduling Reserves. 
 
  (a) In addition to transactions in the Regulation market, Synchronized Reserve 
market, Non- 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, Non- 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, Non- 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 Markets Gateway tools. 
 
  (b) For purposes of clarity, with respect to all bilateral contracts for the physical 
transfer of Regulation, Synchronized Reserve, Non- 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, Non- Synchronized Reserve or Day-ahead Scheduling 
Reserves in the markets for Regulation, Synchronized Reserve, Non- 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, Non- 
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, Non- Synchronized Reserve or Day-ahead Scheduling Reserves, or otherwise be 
construed to define PJMSettlement as a contracting party to any bilateral transactions between 
Market Participants. 
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  (c) Market Participants that are parties to bilateral contracts for the purchase and sale 
and physical transfer of Regulation, Synchronized Reserve, Non- 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, Non- Synchronized Reserve or Day-ahead Scheduling 
Reserves of the buyer pursuant to such bilateral contracts.   
 
  (d) All payments and related charges for the Regulation, Synchronized Reserve, Non- 
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, PJMSettlement, 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, 
PJMSettlement, and the Members for the costs of any purchases by the seller under the bilateral 
contract in the markets for Regulation, Synchronized Reserve, Non- Synchronized Reserve or 
Day-ahead Scheduling Reserves used to meet the bilateral contract seller’s obligation to deliver 
Regulation, Synchronized Reserve, Non- Synchronized Reserve or Day-ahead Scheduling 
Reserves under the bilateral contract and for which payment is not made to PJMSettlement by 
the seller under the bilateral contract, as determined by the Office of the Interconnection.  Upon 
any default in obligations to the LLC or PJMSettlement by a Market Participant, the Office of 
the Interconnection shall (i) not accept any new Markets Gateway reporting by the Market 
Participant and (ii) terminate all of the Market Participant’s reporting of Markets Gateway 
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 Markets Gateway schedules associated with bilateral contracts 
between buyer and seller previously reported to the Office of the Interconnection. 
 
  (f) Market Participants shall purchase Regulation, Synchronized Reserve, Non- 
Synchronized Reserve or Day-ahead Scheduling Reserves from PJM’s markets for Regulation, 
Synchronized Reserve, Non- Synchronized Reserve or 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, Non- Synchronized 
Reserve or Day-ahead Scheduling Reserves to or from a Market Participant.  
 
1.7.20 Communication and Operating Requirements. 
 
  (a) 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 
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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, and as may be further described in the PJM Manuals. 
 
  (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 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 PJM Manuals.  
 
  (c) 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 
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. 
 
  (f) 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 
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beginning of such demand reduction in accordance with the PJM 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 PJM Manuals. 
 
  (g) PRD Providers shall be responsible for automation and supervisory control 
equipment that satisfy the criteria set forth in the RAA to ensure automated reductions to their 
Price Responsive Demand in response to price in accordance with their PRD Curves submitted to 
the Office of the Interconnection. 
 

(h) Market Participants engaging in Coordinated External Transactions shall provide 
to the Office of the Interconnection the information required to be specified in a CTS Interface 
Bid, in accordance with the procedures of Section 1.13 of this Schedule 1 of this Agreement. 
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1.8 Selection, Scheduling and Dispatch Procedure Adjustment Process. 
 
1.8.1 PJM Dispute Resolution Agreement. 
 
Subject to the condition specified below, any Member adversely affected by a decision of the 
Office of the Interconnection with respect to the operation of the PJM Interchange Energy 
Market, including the qualification of an entity to participate in that market as a buyer or seller, 
may seek such relief as may be appropriate under the PJM Dispute Resolution Procedures on the 
grounds that such decision does not have an adequate basis in fact or does not conform to the 
requirements of this Agreement. 
 
1.8.2 Market or Control Area Hourly Operational Disputes. 
 
  (a) Market Participants shall comply with all determinations of the Office of the 
Interconnection on the selection, scheduling or dispatch of resources in the PJM Interchange 
Energy Market, or to meet the operational requirements of the PJM Region.  Complaints arising 
from or relating to such determinations shall be brought to the attention of the Office of the 
Interconnection not later than the end of the fifth Business Day after the end of the Operating 
Day to which the selection or scheduling relates, or in which the scheduling or dispatch took 
place, and shall include, if practicable, a proposed resolution of the complaint.  Upon receiving 
notification of the dispute, the Office of the Interconnection and the Market Participant raising 
the dispute shall exert their best efforts to obtain and retain all data and other information relating 
to the matter in dispute, and to notify other Market Participants that are likely to be affected by 
the proposed resolution.  Subject to confidentiality or other non-disclosure requirements, 
representatives of the Office of the Interconnection, the Market Participant raising the dispute, 
and other interested Market Participants, shall meet within three Business Days of the foregoing 
notification, or at such other or further times as the Office of the Interconnection and the Market 
Participants may agree, to review the relevant facts, and to seek agreement on a resolution of the 
dispute. 
 
  (b) If the Office of the Interconnection determines that the matter in dispute discloses 
a defect in operating policies, practices or procedures subject to the discretion of the Office of 
the Interconnection, the Office of the Interconnection shall implement such changes as it deems 
appropriate and shall so notify the Members Committee.  Alternatively, the Office of the 
Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 
 
  (c) If either the Office of the Interconnection, the Market Participant raising the 
dispute, or another affected Market Participant believes that the matter in dispute has not been 
adequately resolved, or discloses a need for changes in standards or policies established in or 
pursuant to the Operating Agreement, any of the foregoing parties may make a written request 
for review of the matter by the Members Committee, and shall include with the request the 
forwarding party’s recommendation and such data or information (subject to confidentiality or 
other non-disclosure requirements) as would enable the Members Committee to assess the matter 
and the recommendation.  The Members Committee shall take such action on the 
recommendation as it shall deem appropriate. 
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  (d) Subject to the right of a Market Participant to obtain correction of accounting or 
billing errors, the LLC or a Market Participant shall not be entitled to actual, compensatory, 
consequential or punitive damages, opportunity costs, or other form of reimbursement from the 
LLC or any other Market Participant for any loss, liability or claim, including any claim for lost 
profits, incurred as a result of a mistake, error or other fault by the Office of the Interconnection 
in the selection, scheduling or dispatch of resources. 
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1.9 Prescheduling.   
 
The following procedures and principles shall govern the prescheduling activities necessary to 
plan for the reliable operation of the PJM Region and for the efficient operation of the PJM 
Interchange Energy Market. 
 
1.9.1 Outage Scheduling.   
 
The Office of the Interconnection shall be responsible for coordinating and approving requests 
for outages of generation and transmission facilities as necessary for the reliable operation of the 
PJM Region, in accordance with the PJM Manuals.  The Office of the Interconnection shall 
maintain records of outages and outage requests of these facilities. 
 
1.9.2 Planned Outages. 
 
 (a) A Generator Planned Outage shall be included in Generator Planned Outage 
schedules established prior to the scheduled start date for the outage, in accordance with 
standards and procedures specified in the PJM Manuals.   
 
 (b) The Office of the Interconnection shall conduct Generator Planned Outage 
scheduling for Generation Capacity Resources in accordance with the Reliability Assurance 
Agreement and the PJM Manuals and in consultation with the Market Sellers owning or 
controlling the output of such resources.  A Market Seller shall not be expected to submit offers 
for the sale of energy or other services, or to satisfy delivery obligations, from all or part of a 
generation resource undergoing an approved Generator Planned Outage.  If the Office of the 
Interconnection determines that approval of a Generator Planned Outage would significantly 
affect the reliable operation of the PJM Region, the Office of the Interconnection may withhold 
approval or withdraw a prior approval.  Approval of a Generator Planned Outage of a Generation 
Capacity Resource shall be withheld or withdrawn only as necessary to ensure the adequacy of 
reserves or the reliability of the PJM Region in connection with anticipated implementation or 
avoidance of Emergency procedures.  The Market Seller shall provide the Office of the 
Interconnection with an estimate of the amount of time it needs to return to service any 
Generation Capacity Resource on Generator Planned Outage that is already underway.  If the 
Office of the Interconnection withholds or withdraws its approval of a Generator Planned 
Outage, it shall coordinate with the Market Seller owning or controlling the resource to 
reschedule the Generator Planned Outage at the earliest practical time.  The Office of the 
Interconnection shall if possible propose alternative schedules with the intent of minimizing the 
economic impact on the Market Seller of a Generator Planned Outage.  
 
 (c) The Office of the Interconnection shall conduct Transmission Planned Outage 
scheduling in accordance with procedures specified in the Consolidated Transmission Owners 
Agreement and the PJM Manuals, and in accordance with the following procedures: 
 

 (i) Transmission Owners shall use reasonable efforts to submit Transmission 
Planned Outage schedules one year in advance but by no later than the first of the month 
six months in advance of the requested start date for all outages that are expected to 
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exceed five working days duration, with regular (at least monthly) updates as new 
information becomes available. 

 
 (ii) If notice of a Transmission Planned Outage is not provided in accordance 

with the requirements in subsection (i) above, and if such outage is determined by the Office of 
the Interconnection to have the potential to cause significant system impacts, including but not 
limited to reliability impacts and transmission system congestion, then the Office of the 
Interconnection may require the Transmission Owner to implement an alternative outage 
schedule to reduce or avoid such impacts. The Office of the Interconnection may, however, if 
requested by the Transmission Owner, dispatch generation or reductions in demand in order to 
avoid implementing an alternative outage schedule for its Transmission Facilities to extent 
consistent with its obligations under the Operating Agreement or PJM Tariff and provided the 
Office of the Interconnection determines that such dispatch would not adversely affect reliability 
in the PJM Region or otherwise not be in accordance with Good Utility Practices.  A 
Transmission Owner that makes such a dispatch request pursuant to this section shall be 
responsible for all generation and other costs resulting from its request that would not have been 
incurred had the Office of the Interconnection implemented an alternative outage schedule to 
reduce or avoid reliability and congestion impacts.  The Office of the Interconnection may, at the 
Transmission Owner’s consent, directly assign to the Transmission Owner all generation and 
other costs resulting from the Office of the Interconnection’s dispatch of generation or reductions 
in demand arising from outages associated with RTEP upgrades not submitted consistent with 
the timelines set forth in the Tariff and the PJM Operating Agreement and where such outage is 
required to meet the reliability-based in-service date of the RTEP upgrade project.   

 
 

  (iii) Transmission Owners shall submit notice of all Transmission Planned 
Outages to the Office of the Interconnection by the first day of the month preceding the 
month the outage will commence, with updates as new information becomes available. 

 
  (iv) If notice of a Transmission Planned Outage is not provided by the first day 

of the month preceding the month the outage will commence, and if such outage is determined 
by the Office of the Interconnection to have the potential to cause significant system impacts, 
including but not limited to reliability impacts and transmission system congestion, then the 
Office of the Interconnection may require the Transmission Owner to implement an alternative 
outage schedule to reduce or avoid such impacts.  The Office of the Interconnection shall 
perform this analysis and notify the Transmission Owner in a timely manner if it will require 
rescheduling of the outage.  The Office of the Interconnection may, however, if requested by the 
Transmission Owner, dispatch generation or reductions in demand in order to avoid 
implementing an alternative outage schedule for its Transmission Facilities to extent consistent 
with its obligations under the Operating Agreement or PJM Tariff and provided the Office of the 
Interconnection determines that such dispatch would not adversely affect reliability in the PJM 
Region or otherwise not be in accordance with Good Utility Practices.  A Transmission Owner 
that makes such a dispatch request pursuant to this section shall be responsible for all generation 
and other costs resulting from its request that would not have been incurred had the Office of the 
Interconnection implemented an alternative outage schedule to reduce or avoid reliability and 
congestion impacts.  The Office of the Interconnection may, at the Transmission Owner’s 
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consent, directly assign to the Transmission Owner all generation and other costs resulting from 
the Office of the Interconnection’s dispatch of generation or reductions in demand arising from 
outages associated with RTEP upgrades not submitted consistent with the timelines set forth in 
the Tariff and the PJM Operating Agreement and where such outage is required to meet the 
reliability-based in-service date of the RTEP upgrade project.   

 
 

 (v) The Office of the Interconnection reserves the right to approve, deny, or 
reschedule any outage deemed necessary to ensure reliable system operations on a case 
by case basis regardless of duration or date of submission. 

 
 (vi) The Office of the Interconnection shall post notice of Transmission 
Planned Outages on OASIS upon receipt of such notice from the Transmission Owner; 
provided, however, that the Office of the Interconnection shall not post on OASIS notice 
of any component of a Transmission Planned Outage to the extent such component shall 
directly reveal a generator outage.  In such cases, the Transmission Owner, in addition to 
providing notice to the Office of the Interconnection as required above, concurrently shall 
inform the affected Generation Owner of such outage, limiting such communication to 
that necessary to describe the outage and to coordinate with the Generation Owner on 
matters of safety to persons, facilities, and equipment.  The Transmission Owner shall not 
notify any other Market Participant of such outage and shall arrange any other necessary 
coordination through the Office of the Interconnection. 

 
In addition, if the Office of the Interconnection determines that transmission maintenance 
schedules proposed by one or more Members would significantly affect the efficient and reliable 
operation of the PJM Region, the Office of the Interconnection may establish alternative 
schedules, but such alternative shall minimize the economic impact on the Member or Members 
whose maintenance schedules the Office of the Interconnection proposes to modify. 
 
 (d) The Office of the Interconnection shall coordinate resolution of outage or other 
planning conflicts that may give rise to unreliable system conditions. The Members shall comply 
with all maintenance schedules established by the Office of the Interconnection. 
 
1.9.3 Generator Maintenance Outages. 
 

(a)  A Generator Maintenance Outage may only be scheduled if approved by the 
Office of the Interconnection prior to the requested start date for the outage, in accordance with 
subsection (b) hereof and the standards and procedures specified in the PJM Manuals. 
 

(b) The Office of the Interconnection shall schedule Generator Maintenance Outages 
for Generation Capacity Resources in accordance with the procedures specified in the PJM 
Manuals and in consultation with the Market Seller owning or controlling the output of such 
resources.  The Office of the Interconnection shall approve requests for Generator Maintenance 
Outages for such a Generation Capacity Resource unless the outage would threaten the adequacy 
of reserves in, or the reliability of, the PJM Region.  A Market Participant shall not be expected 
to submit offers for the sale of energy or other services, or to satisfy delivery obligations, from a 
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generation resource undergoing an approved full or partial Generator Maintenance Outage.  If 
the Office of the Interconnection determines that approval of a Generator Maintenance Outage 
would significantly affect the reliable operation of the PJM Region, the Office of the 
Interconnection may withhold approval,  withdraw a prior approval, or rescind a prior approval 
of a Generator Maintenance Outage that is already underway.  Approval of a Generator 
Maintenance Outage of a Generation Capacity Resource shall be withheld or withdrawn only as 
necessary to ensure the adequacy of reserves or the reliability of the PJM Region in connection 
with anticipated implementation or avoidance of Emergency procedures. In addition, if the 
Office of the Interconnection determines that it must rescind its approval of a Generator 
Maintenance Outage that is already underway in order to preserve the reliable operation of the 
PJM Region, the Office of the Interconnection will provide the Market Seller of the Generation 
Capacity Resource at least 72 hours’ notice thereof. The Market Seller shall be required to make 
the Generation Capacity Resource available for normal operation within 72 hours of such notice.  
If the generator is not made available for normal operation by 72 hours after the notice of the 
rescission of the approval of the Generator Maintenance Outage, for the remaining time the 
resource continues on the outage it shall be deemed to have experienced a Generator Forced 
Outage.  If the Office of the Interconnection withholds, withdraws or rescinds approval of a 
Generator Maintenance Outage, it shall coordinate with the Market Seller owning or controlling 
the resource to reschedule the Generator Maintenance Outage at the earliest practical time. The 
Office of the Interconnection shall, if possible, propose alternative schedules with the intent of 
minimizing the economic impact on the Market Seller of a Generator Maintenance Outage. 
 
1.9.4 Forced Outages. 
 
 (a) Each Market Seller that owns or controls a pool-scheduled resource, or 
Generation Capacity Resource whether or not pool-scheduled, shall:  (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any such 
resource as promptly as possible; (ii) provide the Office of the Interconnection with the expected 
date and time that the resource will be made available; and (iii) make a record of the events and 
circumstances giving rise to the Generator Forced Outage.  A Market Seller shall not be expected 
to submit offers for the sale of energy or other services, or satisfy delivery obligations, from a 
generation resource undergoing a Generator Forced Outage.  A Generation Capacity Resource 
committed to PJM loads through an RPM Auction, FRR Capacity Plan, or by designation as a 
replacement resource under Attachment DD of the PJM Tariff, that does not deliver all or part of 
its scheduled energy shall be deemed to have experienced a Generator Forced Outage with 
respect to such undelivered energy, in accordance with standards and procedures for full and 
partial Generator Forced Outages specified in the Reliability Assurance Agreement, and the PJM 
Manuals. 
 
 (b) The Office of the Interconnection shall receive notification of Forced 
Transmission Outages, and information on the return to service, of Transmission Facilities in the 
PJM Region in accordance with standards and procedures specified in, as applicable, the 
Consolidated Transmission Owners Agreement and the PJM Manuals. 
 
1.9.4A Transmission Outage Acceleration. 
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 (a) Planned Transmission Outages and Forced Transmission Outages otherwise 
scheduled pursuant to sections 1.9.2 and 1.9.4 respectively of this Schedule may be accelerated 
or rescheduled at the request of a Generation Owner or other Market Participant in accordance 
with the terms and conditions of this section 1.9.4A and the PJM Manuals. 
 
 (b) Transmission Outages Requiring Coordination With A Specific Generation 
Owner. 
 

(i) Receipt of Acceleration Request.  Prior to a scheduled Planned 
Transmission Outage associated with the interconnection of a generating unit to the 
Transmission System, the affected Generation Owner may request that the outage be 
accelerated or rescheduled. 

 
Such Acceleration Request shall be submitted to the Office of the Interconnection 

in accordance with the procedures set forth in the PJM Manuals. 
 

(ii) Determination to Accommodate Acceleration Request.  Upon receipt of an 
Acceleration Request, the Office of the Interconnection shall notify the affected 
Transmission Owner of such Acceleration Request.  The affected Transmission Owner 
shall determine, in its sole discretion, whether to accelerate or reschedule a transmission 
outage.  In making this determination, the affected Transmission Owner shall follow 
Good Utility Practice, applicable Occupational Safety and Health Administration 
standards, and applicable company safety standards, and shall consider any requirements 
contained in pertinent collective bargaining agreements.  In the event that the affected 
Transmission Owner determines to accelerate or reschedule a transmission outage, it shall 
provide the Office of the Interconnection, within the time set forth in the PJM Manuals, 
an estimate of the cost to accelerate or reschedule the transmission outage and the revised 
schedule for the transmission outage (“Acceleration Estimate”).  

 
(iii) Provision of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that the Generation Owner has met reasonable creditworthiness 
standards established by the Office of the Interconnection, the Office of the 
Interconnection shall provide the Generation Owner with the Acceleration Estimate.  In 
the event that the Generation Owner does not meet the creditworthiness standard, the 
Office of the Interconnection shall not provide the Acceleration Estimate and the 
transmission outage shall not be accelerated or rescheduled.  Upon receipt of the 
Acceleration Estimate, the Generation Owner, within the time period specified in the 
PJM Manuals, shall notify the Office of the Interconnection as to whether it desires to 
accelerate or reschedule the transmission outage pursuant to the terms of the Acceleration 
Estimate.   

 
(iv) Cost Responsibility.  In the event the Generation Owner notifies the Office 

of the Interconnection that it desires to proceed with the acceleration or rescheduling of 
the transmission outage pursuant to section 1.9.4A(a)(iii), the Generation Owner shall be 
solely responsible for actual costs incurred by the affected Transmission Owner for the 
acceleration or rescheduling of the transmission outage.  The Generation Owner’s cost 
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responsibility is not relieved, if, despite the good faith efforts of the Transmission Owner, 
the amount of costs set forth in the Acceleration Estimate is exceeded by less than 20 
percent, or the Transmission Owner is unable successfully to complete the outage 
pursuant to the revised schedule set forth in the Acceleration Estimate.  Prior to incurring 
costs exceeding 120 percent of the cost estimate set forth in the Acceleration Estimate, 
the affected Transmission Owner shall advise the Office of the Interconnection of such 
increase, and the Office of the Interconnection then shall notify the Generation Owner.  
After receipt of such notification, within the time period set forth in the PJM Manuals, 
the Generation Owner shall inform the Office of the Interconnection whether it desires to 
continue with the revised transmission outage schedule and pay the additional costs.  The 
Office of the Interconnection shall notify the affected Transmission Owner of the 
Generation Owner’s decision.  In the event the Generation Owner desires not to proceed, 
the transmission outage shall occur according to normal work practices and the 
Generation Owner shall be responsible for all incurred costs and committed costs and 
obligations of the affected Transmission Owner for the acceleration or rescheduling of 
the transmission outage as of the date that the affected Transmission Owner notified the 
Office of the Interconnection of the increase in costs. 

 
 (c) Transmission Outages That Could Cause Congestion Revenue Inadequacy. 
 

(i) Posting of Transmission Outage.  In the event that the Office of the 
Interconnection determines that a Planned Transmission Outage or Forced Transmission 
Outage could exceed five days and could cause congestion revenue inadequacy in excess 
of $500,000, the Office of the Interconnection shall post a notice of such transmission 
outage on its internet site.  Within the time period and pursuant to the procedures set forth 
in the PJM Manuals, any Market Participant may request that such transmission outage 
be accelerated or rescheduled. 

 
(ii) Determination to Accelerate or Reschedule Transmission Outage.  Upon 

receipt of the Acceleration Request(s) pursuant to section 1.9.4A(b)(i), the Office of the 
Interconnection shall notify the affected Transmission Owner of such request(s).  The 
affected Transmission Owner shall determine in its sole discretion whether to accelerate 
or reschedule the transmission outage.  In making this determination, the affected 
Transmission Owner shall follow Good Utility Practice, applicable Occupational Safety 
and Health Administration standards, and applicable company safety standards and shall 
consider any requirements contained in pertinent collective bargaining agreements.  If the 
affected Transmission Owner determines to accelerate or reschedule the transmission 
outage, it shall provide the Office of the Interconnection, within the time set forth in the 
PJM Manuals, an Acceleration Estimate.  In the event that Market Participants submit 
requests which would require different schedules for a transmission outage, the Office of 
the Interconnection, in consultation with the affected Transmission Owner, shall 
determine the most effective option, which will be included in the Acceleration Estimate. 

 
(iii) Notification of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that Market Participants requesting acceleration or rescheduling 
of transmission outages have met reasonable creditworthiness standards established by 
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the Office of the Interconnection, the Office of the Interconnection shall provide the 
Market Participants with the Acceleration Estimate and the number of Market 
Participants requesting acceleration or rescheduling of the transmission outage that meet 
the creditworthiness standards.  After receipt of the Acceleration Request, within the time 
period set forth in the PJM Manuals, each requesting Market Participant meeting the 
creditworthiness standards shall notify the Office of the Interconnection whether it 
desires to accelerate or reschedule the transmission outage as set forth in the Acceleration 
Estimate, and if it desires to accelerate or reschedule the transmission outage, the amount 
it is willing to pay for such acceleration or rescheduling. 

 
(iv) Evaluation of Acceleration Requests.  Upon receipt of Market 

Participant(s) notifications pursuant to subsection 1.9.4A(b)(iii), the Office of the 
Interconnection shall determine, based on the amount Market Participants collectively are 
willing to pay for accelerating or rescheduling of the transmission outage, whether the 
transmission outage should be accelerated or rescheduled.  The transmission outage shall 
be accelerated or rescheduled if the amount that the Market Participants collectively are 
willing to pay for accelerating or rescheduling a transmission outage exceeds the 
Acceleration Estimate by the following margins:  (a) for outages to equipment outside a 
substation, two times the Acceleration Estimate; and (b) for outages to equipment inside a 
substation, five times the Acceleration Estimate.  These margins are designed to provide 
a reasonable degree of certainty that the actual costs of accelerating or rescheduling the 
transmission outage will not exceed the amount the Market Participants are willing to 
pay.  In all events, transmission outages will be accelerated or rescheduled pursuant to 
requests made under section 1.9.4A(c) only when the requested acceleration or 
rescheduling would reduce the amount of congestion revenue inadequacy resulting from 
the outage as determined by the Office of the Interconnection. 

 
(v) Cost Responsibility.  Each Market Participant which notifies the Office of 

the Interconnection pursuant to section 1.9.4A(b)(iii) that it is willing to pay for the 
acceleration or rescheduling of a transmission outage shall be responsible for the actual 
costs of such acceleration or rescheduling on a pro-rata basis based on the amount it 
specified it was willing to pay for the acceleration or rescheduling.  Market Participants’ 
cost responsibility is not relieved, if, despite the good faith efforts of the Transmission 
Owner, the amount of costs set forth in the Acceleration Estimate is exceeded by less 
than 20 percent, or the Transmission Owner is unable successfully to complete a 
transmission outage pursuant to the revised schedule set forth in the Acceleration 
Estimate.  Prior to incurring costs exceeding 120 percent of the cost estimate set forth in 
the Acceleration Estimate, the affected Transmission Owner shall advise the Office of the 
Interconnection of such increase, and the Office of the Interconnection then shall notify 
the affected Market Participants of such increase.  Within the time period set forth in the 
PJM Manuals, each affected Market Participant shall inform the Office of the 
Interconnection whether it desires to continue with the revised transmission outage 
schedule and pay the additional costs.  The Office of the Interconnection then shall notify 
the affected Transmission Owner of each affected Market Participant’s decision.  In the 
event that, because one or more Market Participants determine not to proceed, there 
would be insufficient funds to pay for the full cost of accelerating or rescheduling a 
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transmission outage, the transmission outage shall not continue to be accelerated or 
rescheduled and shall occur according to normal work practices.  In such instance, the 
Market Participants shall be responsible on a pro-rata basis for all incurred costs and 
committed costs and obligations of the affected Transmission Owner as of the date the 
affected Transmission Owner notified the Office of the Interconnection of the increase in 
costs.  

 
 (d) Posting Revised Transmission Outages.  The Office of the Interconnection shall 
post on its internet site all revised transmission outage schedules resulting from implementation 
of this section 1.9.4A, pursuant to the procedures in the PJM Manuals, and simultaneously shall 
notify affected Market Participants or Generation Owners that submitted Acceleration Requests 
of the Transmission Owner’s agreement to accelerate or reschedule the outage. 
 
1.9.5 Market Participant Responsibilities. 
 
Each Market Participant making a bilateral sale covering a period greater than the following 
Operating Day from a generating resource located within the PJM Region for delivery outside 
the PJM Region shall furnish to the Office of the Interconnection, in the form and manner 
specified in the PJM Manuals, information regarding the source of the energy, the load sink, the 
energy schedule, and the amount of energy being delivered. 
 
1.9.6 Internal Market Buyer Responsibilities. 
 
Each Internal Market Buyer making a bilateral purchase covering a period greater than the 
following Operating Day shall furnish to the Office of the Interconnection, in the form and 
manner specified in the PJM Manuals, information regarding the source of the energy, the load 
sink, the energy schedule, and the amount of energy being delivered.  Each Internal Market 
Buyer shall provide the Office of the Interconnection with details of any load management 
agreements with customers that allow the Office of the Interconnection to reduce load under 
specified circumstances. 
 
1.9.7 Market Seller Responsibilities. 
 
 (a) Not less than 30 days before a Market Seller’s initial offer to sell energy from a 
given generation resource on the PJM Interchange Energy Market, the Market Seller shall 
furnish to the Office of the Interconnection the information specified in the Offer Data for new 
generation resources. 
 
 (b) Market Sellers authorized to request market-based start-up and no-load fees may 
choose to submit such costs in their market-based offers on either a market or a cost basis.  
Market Sellers must elect to submit both Start-up Costs and No-load Costs on either a market 
basis or a cost basis for their market-based offers and any such election shall be submitted on or 
before March 31 for the period of April 1 through September 30, and on or before September 30 
for the period October 1 through March 31.  The election of market-based or cost-based Start-up 
Costs and No-load Costs shall remain in effect without change throughout the applicable periods.  
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Market Sellers may only submit cost-based Start-up Costs and No-load Costs for their cost-based 
offers.   
 

(i) If a Market Seller chooses to submit market-based Start-up Costs and No-
load Costs for their market-based offers, such Market Seller, in its Offer Data, shall 
submit the level of such costs to the Office of the Interconnection for each generating unit 
as to which the Market Seller intends to request such costs.  Market Sellers may submit 
cost-based or market-based Start-up Costs and No-load Costs for their market-based 
offers.  The Office of the Interconnection shall reject any request for Start-up Costs and 
No-load Costs in a Market Seller’s Offer Data for its market-based offer that does not 
conform to the Market Seller’s specification on file with the Office of the 
Interconnection. 

 
(ii) If a Market Seller chooses to submit cost-based Start-up Costs and No-

load Costs, such fees must be calculated as specified in the PJM Manuals, and in 
particular the cost development guidelines specified in PJM Manual 15, and the Market 
Seller may change both cost-based fees hourly and must change both fees as the 
associated costs change, but no more frequently than daily.  Market-based Start-up Costs 
and No-load Costs do not need to be calculated pursuant to the cost development 
guidelines specified in PJM Manual 15. The Office of the Interconnection shall reject any 
request for Start-up Costs and No-load Costs in a Market Seller’s Offer Data for its cost-
based offer that does not conform to the Market Seller’s specification on file with the 
Office of the Interconnection. 

 
1.9.8 Transmission Owner Responsibilities. 
 
All Transmission Owners shall regularly update and verify facility ratings, subject to review and 
approval by PJM, in accordance with the following procedures and the procedures in the PJM 
Manuals: 
 
 (a) Each Transmission Owner shall verify to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection all of its transmission facility ratings 
two months prior to the beginning of the summer season (i.e., on April 1) and two months prior 
to the beginning of the winter season (i.e., on October 1) each calendar year, and shall provide 
detailed data justifying such transmission facility ratings when directed by the Office of the 
Interconnection.  
 
 (b) In addition to the seasonal verification of all ratings, each Transmission Owner 
shall submit to the Operations Planning Department (or successor Department) of the Office of 
the Interconnection updates to its transmission facility ratings as soon as such Transmission 
Owner is aware of any changes. Such Transmission Owner shall provide the Office of the 
Interconnection with detailed data justifying all such transmission facility ratings changes. 
 
 (c) All Transmission Owners shall submit to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection formal documentation of any 
procedure for changing facility ratings under specific conditions, including:  the detailed 
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conditions under which such procedures will apply, detailed explanations of such procedures, 
and detailed calculations justifying such pre-established changes to facility ratings. Such 
procedures must be updated twice each year consistent with the provisions of this Section. 
 
1.9.9 Office of the Interconnection Responsibilities.   
 
 (a) The Office of the Interconnection shall perform seasonal operating studies to 
assess the forecasted adequacy of generating reserves and of the transmission system, in 
accordance with the procedures specified in the PJM Manuals. 
 
 (b) The Office of the Interconnection shall maintain and update tables setting forth 
Operating Reserve and other reserve objectives as specified in the PJM Manuals and as 
consistent with the Reliability Assurance Agreement. 
 
 (c) The Office of the Interconnection shall receive and process requests for firm and 
non-firm transmission service in accordance with procedures specified in the PJM Tariff. 
 
 (d) The Office of the Interconnection shall maintain such data and information 
relating to generation and transmission facilities in the PJM Region as may be necessary or 
appropriate to conduct the scheduling and dispatch of the PJM Interchange Energy Market and 
PJM Region. 
 
 (e) The Office of the Interconnection shall maintain an historical database of all 
transmission facility ratings, and shall review, and may modify or reject, any submitted change 
or any submitted procedure for pre-established transmission facility rating changes.  Any dispute 
between a Transmission Owner and the Office of the Interconnection concerning transmission 
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 
5 to the Operating Agreement; provided, however, that the rating level determined by the Office 
of the Interconnection shall govern and be effective during the pendency of any such dispute. 
 
 (f) The Office of the Interconnection shall coordinate with other interconnected 
Control Area as necessary to manage, alleviate or end an Emergency. 
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1.10 Scheduling.   
 
1.10.1 General. 
 
  (a) The Office of the Interconnection shall administer scheduling processes to 
implement a Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be 
the Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market 
and the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party 
to bilateral transactions between Market Participants or with respect to a Generating Market 
Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 
Buyer’s Equivalent Load. 
 
  (b) The Day-ahead Energy Market shall enable Market Participants to purchase and 
sell energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 
Transmission Customers to reserve transmission service with Transmission Congestion Charges 
and Transmission Loss Charges based on locational differences in Day-ahead Prices.    Up-to 
Congestion Transactions submitted in the Day-ahead Energy Market shall not require 
transmission service and Transmission Customers shall not reserve transmission service for such Up-
to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 
Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 
obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 
Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 
 
  (c) In the Real-time Energy Market, Market Participants that deviate from the 
amounts of energy purchases or sales, or Transmission Customers that deviate from the 
transmission uses, scheduled in the Day-ahead Energy Market shall be obligated to purchase or 
sell energy, or pay Transmission Congestion Charges and Transmission Loss Charges, for the 
amount of the deviations at the applicable Real-time Prices or price differences, unless otherwise 
specified by this Schedule. 
 
  (d) The following scheduling procedures and principles shall govern the commitment 
of resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 
extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 
the day-ahead and hourly scheduling process, through which the Office of the Interconnection 
determines the Day-ahead Energy Market and determines, based on changing forecasts of 
conditions and actions by Market Participants and system constraints, a plan to serve the hourly 
energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 
External Market Buyers in the least costly manner, subject to maintaining the reliability of the 
PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 
subject to the procedures of Section 1.13 of this Schedule 1 of this Agreement.  Scheduling shall 
be conducted as specified in Section 1.10.1A below, subject to the following condition.  If the 
Office of the Interconnection’s forecast for the next seven days projects a likelihood of 
Emergency conditions, the Office of the Interconnection may commit, for all or part of such 
seven day period, to the use of generation resources with notification or start-up times greater 
than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 
the Market Sellers’ offers for such units for such periods and the specifications in the PJM 
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Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 
an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 
hours of operation for the duration of any portion of such commitment that exceeds the 
maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 
Weather Alerts, consistent with Sections 3.2.3 and 6.6 hereof. 
 
1.10.1A Day-ahead Energy Market Scheduling.   
 
The following actions shall occur not later than 10:30 a.m. on the day before the Operating Day 
for which transactions are being scheduled, or such other deadline as may be specified by the 
Office of the Interconnection in order to comply with the practical requirements and the 
economic and efficiency objectives of the scheduling process specified in this Schedule. 
 
  (a) Each Market Participant may submit to the Office of the Interconnection 
specifications of the amount and location of its customer loads and/or energy purchases to be 
included in the Day-ahead Energy Market for each hour of the next Operating Day, such 
specifications to comply with the requirements set forth in the PJM Manuals.  Each Market 
Buyer shall inform the Office of the Interconnection of the prices, if any, at which it desires not 
to include its load in the Day-ahead Energy Market rather than pay the Day-ahead Price.  PRD 
Providers that have committed Price Responsive Demand in accordance with the Reliability 
Assurance Agreement shall submit to the Office of the Interconnection, in accordance with 
procedures specified in the PJM Manuals, any desired updates to their previously submitted PRD 
Curves, provided that such updates are consistent with their Price Responsive Demand 
commitments, and provided further that PRD Providers that are not Load Serving Entities for the 
Price Responsive Demand at issue may only submit PRD Curves for the Real-time Energy 
Market.  Price Responsive Demand that has been committed in accordance with the Reliability 
Assurance Agreement shall be presumed available for the next Operating Day in accordance 
with the most recently submitted PRD Curve unless the PRD Curve is updated to indicate 
otherwise.  PRD Providers may also submit PRD Curves for any Price Responsive Demand that 
is not committed in accordance with the Reliability Assurance Agreement; provided that PRD 
Providers that are not Load Serving Entities for the Price Responsive Demand at issue may only 
submit PRD Curves for the Real-time Energy Market.  All PRD Curves shall be on a PRD 
Substation basis, and shall specify the maximum time period required to implement load 
reductions.   
 
  (b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  
(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 
Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such self-
scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 
intent not to reduce output. 
 
  (c) All Market Participants shall submit to the Office of the Interconnection 
schedules for any energy exports, energy imports, and wheel through transactions involving use 
of generation or Transmission Facilities as specified below, and shall inform the Office of the 
Interconnection if the transaction is to be scheduled in the Day-ahead Energy Market.  Any 
Market Participant that elects to schedule an export, import or wheel through transaction in the 
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Day-ahead Energy Market may specify the price (such price not to exceed the maximum price 
that may be specified in the PJM Manuals), if any, at which the export, import or wheel through 
transaction will be wholly or partially curtailed.  The foregoing price specification shall apply to 
the applicable interface pricing point.  Any Market Participant that elects not to schedule its 
export, import or wheel through transaction in the Day-ahead Energy Market shall inform the 
Office of the Interconnection if the parties to the transaction are not willing to incur 
Transmission Congestion and Loss Charges in the Real-time Energy Market in order to complete 
any such scheduled transaction.  Scheduling of such transactions shall be conducted in 
accordance with the specifications in the PJM Manuals and the following requirements: 
 

i) Market Participants shall submit schedules for all energy purchases for 
delivery within the PJM Region, whether from resources inside or outside the PJM 
Region; 

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

the PJM Region from resources within the PJM Region that are not Dynamic Transfers to 
such entities pursuant to Section 1.12; and 

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

through transactions, Market Participants shall submit confirmations of each scheduled 
transaction from each other party to the transaction in addition to the party submitting the 
schedule, or the adjacent Control Area. 

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

of Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the 
same megawatt quantity of energy at a sink where such transaction specifies the maximum 
difference between the Locational Marginal Prices at the source and sink.  The Office of 
Interconnection will schedule these transactions only to the extent this difference in Locational 
Marginal Prices is within the maximum amount specified by the Market Participant.  A Virtual 
Transaction of this type is referred to as an “Up-to Congestion Transaction.”  Such Up-to 
Congestion Transactions may be wholly or partially scheduled depending on the price difference 
between the source and sink locations in the Day-ahead Energy Market.  The maximum 
difference between the source and sink prices that a participant may specify shall be limited to 
+/- $50/MWh.  The foregoing price specification shall apply to the price difference between the 
specified source and sink in the day-ahead scheduling process only.  An accepted Up-to 
Congestion Transaction results in scheduled injection at a specified source and scheduled 
withdrawal of the same megawatt quantity at a specified sink in the Day-ahead Energy Market.  
The source-sink paths on which an Up-to Congestion Transaction may be submitted are limited 
to those paths posted on the PJM internet site and determined by the Office of the 
Interconnection using the following criteria: 

 
Step 1: Start with the historic set of eligible nodes that were available as sources and 
sinks for interchange transactions on the PJM OASIS. 
 
Step 2: Remove from the list of nodes described in Step 1 all load buses below 69 kV. 
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Step 3: Remove from the resulting set of nodes from Step 2 all generator buses at which 
no generators of 100 megawatts or more are connected.  
 
Step 4: Remove from the results of Step 3 all electrically equivalent nodes. 
  

  (d) Market Sellers wishing to sell into the Day-ahead Energy Market shall submit 
offers for the supply of energy (including energy from hydropower units), demand reductions, 
Regulation, Operating Reserves or other services for the following Operating Day.  Offers shall 
be submitted to the Office of the Interconnection in the form specified by the Office of the 
Interconnection and shall contain the information specified in the Office of the Interconnection’s 
Offer Data specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and 
the PJM Manuals, as applicable.  Market Sellers owning or controlling the output of a 
Generation Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, 
offered and cleared in a Base Residual Auction or Incremental Auction, or designated as 
replacement capacity, as specified in Attachment DD of the PJM Tariff, and that has not been 
rendered unavailable by a Generator Planned Outage, a Generator Maintenance Outage, or a 
Generator Forced Outage are subject to a Day-ahead Energy Market must-offer requirement and 
a Real-time Energy Market must-offer requirement and pursuant thereto shall submit offers for 
the available capacity of such Generation Capacity Resource, including any portion that is self-
scheduled by the Generating Market Buyer.  Such offers shall be based on the ICAP equivalent 
of the Market Seller’s cleared UCAP capacity commitment, provided, however, where the 
underlying resource is a Capacity Storage Resource or an Intermittent Resource, the Market 
Seller shall satisfy the Day-ahead Energy Market must-offer requirement and the Real-time 
Energy Market must-offer requirement by either self-scheduling or offering the unit as a 
dispatchable resource, in accordance with the PJM Manuals, where the hourly self-scheduled 
values for such Capacity Storage Resources and Intermittent Resources may vary hour to hour 
from the capacity commitment.  Any offer not designated as a Maximum Emergency offer shall 
be considered available for scheduling and dispatch under both Emergency and non-Emergency 
conditions.  Offers may only be designated as Maximum Emergency offers to the extent that the 
Generation Capacity Resource falls into at least one of the following categories: 
 

i)  Environmental limits.  If the resource has a limit on its run hours imposed by a 
federal, state, or other governmental agency that will significantly limit its availability, on 
either a temporary or long-term basis.  This includes a resource that is limited to 
operating only during declared PJM capacity emergencies by a governmental authority. 

 
ii)  Fuel limits.  If physical events beyond the control of the resource owner result 

in the temporary interruption of fuel supply and there is limited on-site fuel storage.  A 
fuel supplier’s exercise of a contractual right to interrupt supply or delivery under an 
interruptible service agreement shall not qualify as an event beyond the control of the 
resource owner. 

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

physical conditions at the resource significantly limit its availability. 
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iv)  Temporary megawatt additions.  If a resource can provide additional 
megawatts on a temporary basis by oil topping, boiler over-pressure, or similar 
techniques, and such megawatts are not ordinarily otherwise available. 

 
The submission of offers for resource increments that have not cleared in a Base Residual 
Auction or an Incremental Auction, were not committed in an FRR Capacity Plan, and were not 
designated as replacement capacity under Attachment DD of the PJM Tariff shall be optional, 
but any such offers must contain the information specified in the Office of the Interconnection’s 
Offer Data specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and 
the PJM Manuals, as applicable.  Energy offered from generation resources that have not cleared 
a Base Residual Auction or an Incremental Auction, were not committed in an FRR Capacity 
Plan, and were not designated as replacement capacity under Attachment DD of the PJM Tariff 
shall not be supplied from resources that are included in or otherwise committed to supply the 
Operating Reserves of a Control Area outside the PJM Region.   
 

The foregoing offers:  
 

i) Shall specify the Generation Capacity Resource or Demand Resource and 
energy or demand reduction amount, respectively, for each hour in the offer period, and 
the minimum run time for generation resources and minimum down time for Demand 
Resources;  

 
ii) Shall specify the amounts and prices for the entire Operating Day for each 

resource component offered by the Market Seller to the Office of the Interconnection; 
 

iii) If based on energy from a specific generation resource, may specify start-
up and no-load fees equal to the specification of such fees for such resource on file with 
the Office of the Interconnection, if based on reductions in demand from a Demand 
Resource may specify shutdown costs; 

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

proposes to supply a resource increment, including any curtailment rate specified in a 
bilateral contract for the output of the resource, or any cancellation fees; 

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

on acceptance by the deadline specified in this Schedule, with a second schedule 
applicable if accepted after the foregoing deadline; 

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

the Interconnection for scheduling and dispatch in accordance with the terms of the offer, 
which offer shall remain open through the Operating Day for which the offer is 
submitted; 

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

to supply energy or other services to the PJM Interchange Energy Market, such price or 
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prices being guaranteed by the Market Seller for the period extending through the end of 
the following Operating Day;  

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

generation resources, except (1) when a Market Seller’s cost-based offer is above 
$1,000/megawatt-hour and less than or equal to $2,000/megawatt-hour, then its market-
based offer must be less than or equal to the cost-based offer; and (2) when a Market 
Seller’s cost-based offer is greater than $2,000/megawatt-hour, then its market-based 
offer must be less than or equal to $2,000/megawatt-hour;  

 
ix) Shall not exceed an energy offer price of $1,000/megawatt-hour, plus the 

applicable Reserve Penalty Factor for the Primary Reserve Requirement, minus $1.00, for 
all Economic Load Response Resources; 

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

and Pre-Emergency Load Response participants with: 
 
 a) a 30 minute lead time, pursuant to Section A.2 of Attachment DD-

1 of the Tariff and the parallel provision of Schedule 6 of the RAA, $1,000/megawatt-
hour, plus the applicable Reserve Penalty Factor for the Primary Reserve Requirement, 
minus $1.00; 

 
 b) an approved 60 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provision of Schedule 6 of the RAA, 
$1,000/megawatt-hour, plus [the applicable Reserve Penalty Factor for the Primary 
Reserve Requirement divided by 2]; and 

 
 c) an approved 120 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provisions of Schedule 6 of the RAA, 
$1,100/megawatt-hour. 

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

hydropower units scheduled by the Office of the Interconnection pursuant to the hydro 
optimization tool in the Day-ahead Energy Market. 

 
 (e) A Market Seller that wishes to make a resource available to sell Regulation 
service shall submit an offer for Regulation that shall specify the megawatt of Regulation being 
offered, which must equal or exceed 0.1 megawatts, the Regulation Zone for which such 
regulation is offered, the price of the capability offer in dollars per MW, the price of the 
performance offer in Dollars per change in MW, and such other information specified by the 
Office of the Interconnection as may be necessary to evaluate the offer and the resource’s 
opportunity costs.  The total of the performance offer multiplied by the historical average 
mileage used in the market clearing plus the capability offer shall not exceed $100 per MWh in 
the case of Regulation offered for all Regulation Zones.  In addition to any market-based offer 
for Regulation, the Market Seller also shall submit a cost-based offer.  A cost-based offer must 
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be in the form specified in the PJM Manuals and consist of the following components as well as 
any other components specified in the PJM Manuals: 
 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 
rate increase resulting from operating the unit at lower megawatt output incurred from the 
provision of Regulation shall apply to the capability offer; 

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

regulation resource incurred from the provision of Regulation shall apply to the 
performance offer; and 

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

the capability offer. 
 
Qualified Regulation capability must satisfy the measurement and verification tests specified in 
the PJM Manuals. 
 
  (f) Each Market Seller owning or controlling the output of a Generation Capacity 
Resource committed to service of PJM loads under the Reliability Pricing Model or Fixed 
Resource Requirement Alternative shall submit a forecast of the availability of each such 
Generation Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-
binding forecast of the price at which it expects to offer a generation resource increment to the 
Office of the Interconnection over the next seven days, and (ii) shall submit a binding offer for 
energy, along with start-up and no-load fees, if any, for the next seven days or part thereof, for 
any generation resource with minimum notification or start-up requirement greater than 24 
hours.  Such resources committed by the Office of the Interconnection will not receive Operating 
Reserve Credits nor otherwise be made whole for its hours of operation for the duration of any 
portion of such commitment that exceeds the maximum start-up and notification times for such 
resources during Hot Weather Alerts and Cold Weather Alerts, consistent with Sections 3.2.3 
and 6.6 hereof. 
 
  (g) Each  offer by a Market Seller of a Generation Capacity Resource shall remain in 
effect for subsequent Operating Days until superseded or canceled. 
 
  (h) The Office of the Interconnection shall post the total hourly loads scheduled in the 
Day-ahead Energy Market, as well as, its estimate of the combined hourly load of the Market 
Buyers for the next four days, and peak load forecasts for an additional three days. 
 
  (i) Except for Economic Load Response Participants, all Market Participants may 
submit Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual 
Transactions must comply with the requirements set forth in the PJM Manuals and must specify 
amount, location and price, if any, at which the Market Participant desires to purchase or sell 
energy in the Day-ahead Energy Market.  The Office of the Interconnection may require that a 
market participant shall not submit in excess of a defined number of bid/offer segments in the 
Day-ahead Energy Market, as specified in the PJM Manuals, when the Office of the 
Interconnection determines that such limit is required to avoid or mitigate significant system 
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performance problems related to bid/offer volume. Notice of the need to impose such limit shall 
be provided prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  
For purposes of this provision, a bid/offer segment is each pairing of price and megawatt 
quantity submitted as part of an Increment Offer or Decrement Bid.  For purposes of applying 
this provision to an Up-to Congestion Transaction, a bid/offer segment shall refer to the pairing 
of a source and sink designation, as well as price and megawatt quantity, that comprise each Up-
to Congestion Transaction. 
 
  (j) A Market Seller that wishes to make a generation resource or Demand Resource 
available to sell Synchronized Reserve shall submit an offer for Synchronized Reserve that shall 
specify the megawatts of Synchronized Reserve being offered, which must equal or exceed 0.1 
megawatts, the price of the offer in dollars per megawatt hour, and such other information 
specified by the Office of the Interconnection as may be necessary to evaluate the offer and the 
energy used by the generation resource to provide the Synchronized Reserve and the generation 
resource’s unit specific opportunity costs.  The price of the offer shall not exceed the variable 
operating and maintenance costs for providing Synchronized Reserve plus seven dollars and fifty 
cents. 
 
  (k) An Economic Load Response Participant that wishes to participate in the Day-
ahead Energy Market by reducing demand shall submit an offer to reduce demand to the Office 
of the Interconnection.  The offer must equal or exceed 0.1 megawatts, and the offer shall 
specify:  (i) the amount of the offered curtailment in minimum increments of .1 megawatts: (ii) 
the Day-ahead Locational Marginal Price above which the end-use customer will reduce load, 
subject to section 1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, 
start-up costs associated with reducing load, including direct labor and equipment costs, 
opportunity costs, and/or a minimum of number of contiguous hours for which the load reduction 
must be committed.  Economic Load Response Participants submitting offers to reduce demand 
in the Day-ahead Energy Market may establish an incremental offer curve, provided that such 
offer curve shall be limited to ten price pairs (in MWs). 
 
  (l) Market Sellers owning or controlling the output of a Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or that offered and cleared in a 
Base Residual Auction or Incremental Auction, may submit demand reduction bids for the 
available load reduction capability of the Demand Resource.  The submission of demand 
reduction bids for Demand Resource increments that were not committed in an FRR Capacity 
Plan, or that have not cleared in a Base Residual Auction or Incremental Auction, shall be 
optional, but any such bids must contain the information required to be included in such bids, as 
specified in the PJM Economic Load Response Program.  A Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 
Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 
Energy Market as specified in the Economic Load Response Program; provided, however, that in 
the event of an Emergency PJM shall require Demand Resources to reduce load, notwithstanding 
that the Zonal LMP at the time such Emergency is declared is below the price identified in the 
demand reduction bid. 
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  (m) Market Sellers providing Day-ahead Scheduling Reserves Resources shall submit 
in the Day-ahead Scheduling Reserves Market:  1) a price offer in dollars per megawatt hour; 
and 2) such other information specified by the Office of the Interconnection as may be necessary 
to determine any relevant opportunity costs for the resource(s).  The foregoing notwithstanding, 
to qualify to submit  Day-ahead Scheduling Reserves pursuant to this section, the Day-ahead 
Scheduling Reserves Resources shall submit energy offers in the Day-ahead Energy Market 
including start-up and shut-down costs for generation resource and Demand Resources, 
respectively, and all generation resources that are capable of providing Day-ahead Scheduling 
Reserves that a particular resource can provide that service.  The MW quantity of Day-ahead 
Scheduling Reserves that a particular resource can provide in a given hour will be determined 
based on the energy Offer Data submitted in the Day-ahead Energy Market, as detailed in the 
PJM Manuals. 
 
1.10.1B Demand Bid Scheduling and Screening 
 

(a) The Office of the Interconnection shall apply Demand Bid Screening to all 
Demand Bids submitted in the Day-ahead Energy Market for each Load Serving Entity, 
separately by Zone.  Using Demand Bid Screening, the Office of the Interconnection will 
automatically reject a Load Serving Entity’s Demand Bids in any future Operating Day for 
which the Load Serving Entity submits bids if the total megawatt volume of such bids would 
exceed the Load Serving Entity’s Demand Bid Limit for any hour in such Operating Day, unless 
the Office of the Interconnection permits an exception pursuant to subsection (d) below. 
   

(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand 
Bid Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 
submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  
The Demand Bid Limit is calculated using the following equation:    
 
Demand Bid Limit =  greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 
Demand Reference Point + 10MW) 
 
Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 
Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 
in each Zone for any hour over the most recently available seven Operating Days for 
which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 
applicable Zone that is calculated on a daily basis. 

 
(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand 

Bid Screening may change its Demand Bids to reduce its total megawatt volume to a level that 
does not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules 
related to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   
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(d) PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid 
Limit when circumstances exist that will cause, or are reasonably expected to cause, a Load 
Serving Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. 
Examples of such circumstances include, but are not limited to, changes in load commitments 
due to state sponsored auctions, mergers and acquisitions between PJM Members, and sales and 
divestitures between PJM Members.  A Load Serving Entity may submit a written exception 
request to the Office of Interconnection for a higher Demand Bid Limit for an affected Operating 
Day.  Such request must include a detailed explanation of the circumstances at issue and 
supporting documentation that justify the Load Serving Entity’s expectation that its actual load 
will exceed its Demand Bid Limit. 
 
1.10.2 Pool-scheduled Resources.  
 
Pool-scheduled resources are those resources for which Market Participants submitted offers to 
sell energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead 
Energy Market, which the Office of the Interconnection scheduled in the Day-ahead Energy 
Market as well as generators committed by the Office of the Interconnection subsequent to the 
Day-ahead Energy Market.  Such resources shall be committed to provide energy in the real-time 
dispatch unless the schedules for such units are revised pursuant to Sections 1.10.9 or 1.11.  
Pool-scheduled resources shall be governed by the following principles and procedures. 
 
  (a) Pool-scheduled resources shall be selected by the Office of the Interconnection on 
the basis of the prices offered for energy and demand reductions and related services, whether 
the resource is expected to be needed to maintain system reliability during the Operating Day, 
start-up, no-load and cancellation fees, and the specified operating characteristics, offered by 
Market Sellers to the Office of the Interconnection by the offer deadline specified in Section 
1.10.1A.  Hydropower units can only be pool-scheduled if they are pumped storage units and 
scheduled by the Office of the Interconnection pursuant to the hydro optimization tool in the 
Day-ahead Energy Market. 
 
  (b) A resource that is scheduled by a Market Participant to support a bilateral sale, or 
that is self-scheduled by a Generating Market Buyer, shall not be selected by the Office of the 
Interconnection as a pool-scheduled resource except in an Emergency. 
 
  (c) Market Sellers offering energy from hydropower or other facilities with fuel or 
environmental limitations may submit data to the Office of the Interconnection that is sufficient 
to enable the Office of the Interconnection to determine the available operating hours of such 
facilities. 
 
  (d) The Market Seller of a resource selected as a pool-scheduled resource shall 
receive payments or credits for energy, demand reductions or related services, or for start-up and 
no-load fees, from the Office of the Interconnection on behalf of the Market Buyers in 
accordance with Section 3 of this Schedule 1.  Alternatively, the Market Seller shall receive, in 
lieu of start-up and no-load fees, its actual costs incurred, if any, up to a cap of the resource’s 
start-up cost, if the Office of the Interconnection cancels its selection of the resource as a pool-
scheduled resource and so notifies the Market Seller before the resource is synchronized. 
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  (e) Market Participants shall make available their pool-scheduled resources to the 
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs 
of the applicable Control Zone. 
 
  (f) Economic Load Response Participants offering to reduce demand shall specify: (i) 
the amount of the offered curtailment, which offer must equal or exceed 0.1 megawatts, in 
minimum increments of .1 megawatts; (ii) the real-time Locational Marginal Price above which 
the end-use customer will reduce load; and (iii) at the Economic Load Response Participant’s 
option, shut-down costs associated with reducing load, including direct labor and equipment 
costs, opportunity costs, and/or a minimum number of contiguous hours for which the load 
reduction must be committed.  Economic Load Response Participants submitting offers to reduce 
demand in the Real-time Energy Market may establish an incremental offer curve, provided that 
such offer curve shall be limited to ten price pairs (in MWs).  Economic Load Response 
Participants offering to reduce demand shall also indicate the hours that the demand reduction is 
not available. 
 
1.10.3 Self-scheduled Resources. 
 
Self-scheduled resources shall be governed by the following principles and procedures. 
 
  (a) Each Generating Market Buyer shall use all reasonable efforts, consistent with 
Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 
 
  (b) The offered prices of resources that are self-scheduled, or otherwise not following 
the dispatch orders of the Office of the Interconnection, shall not be considered by the Office of 
the Interconnection in determining Locational Marginal Prices. 
 
  (c) Market Participants shall make available their self-scheduled resources to the 
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs 
of the applicable Control Zone, by submitting an offer as to such resources. 
 
  (d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market 
that does not deliver the energy in the Real-time Energy Market, shall replace the energy not 
delivered with energy from the Real-time Energy Market and shall pay for such energy at the 
applicable Real-time Price. 
 

(e) Hydropower units, excluding pumped storage units, may only be self-scheduled. 
 
1.10.4 Capacity Resources. 
 
  (a) A Generation Capacity Resource committed to service of PJM loads under the 
Reliability Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-
scheduled resource shall be made available for scheduling and dispatch at the direction of the 
Office of the Interconnection.  Such a Generation Capacity Resource that does not deliver energy 
as scheduled shall be deemed to have experienced a Generator Forced Outage to the extent of 
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such energy not delivered.  A Market Participant offering such Generation Capacity Resource in 
the Day-ahead Energy Market shall replace the energy not delivered with energy from the Real-
time Energy Market and shall pay for such energy at the applicable Real-time Price. 
 
  (b) Energy from a Generation Capacity Resource committed to service of PJM loads 
under the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 
scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 
may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 
with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 
not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 
must be made available upon request to the Office of the Interconnection for scheduling and 
dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 
Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 
applicable Real-time Price for energy delivered.  
 
  (c) A resource that has been self-scheduled shall not receive payments or credits for 
start-up or no-load fees. 
 
1.10.5 External Resources.   
 
  (a) External Resources may submit offers to the PJM Interchange Energy Market, in 
accordance with the day-ahead and real-time scheduling processes specified above.  An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below shall 
be compensated on the same basis as other pool-scheduled resources.  External Resources that 
are not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 
basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 
Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 
resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 
resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 
such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 
PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 
 
  (b) Offers for External Resources from an aggregation of two or more generating 
units shall so indicate, and shall specify, in accordance with the Offer Data requirements 
specified by the Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; 
(iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) unless such information 
has previously been made available to the Office of the Interconnection, sufficient information, 
as specified in the PJM Manuals, to enable the Office of the Interconnection to model the flow 
into the PJM Region of any energy from the External Resources scheduled in accordance with 
the Offer Data.   
 
  (c) Offers for External Resources on a resource-specific basis shall specify the 
resource being offered, along with the information specified in the Offer Data as applicable. 
 
1.10.6 External Market Buyers. 
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  (a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the 
Office of the Interconnection shall be delivered on a block loaded basis to the  bus or buses at the 
electrical boundaries of the PJM Region, or in such area with respect to an External Market 
Buyer’s load within such area not served by Network Service, at which the energy is delivered to 
or for the External Market Buyer.  External Market Buyers shall be charged (which charge may 
be positive or negative) at either the Day-ahead Prices or Real-time Prices, whichever is 
applicable, for energy at the foregoing bus or buses. 
 
  (b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 
Interchange Energy Market shall conform to the ramping and other applicable requirements of 
the interconnection agreement between the PJM Region and the Control Area to which, whether 
as an intermediate or final point of delivery, the purchased energy will initially be delivered. 
 
  (c) The Office of the Interconnection shall curtail deliveries to an External Market 
Buyer if necessary to maintain appropriate reserve levels for a Control Zone as defined in the 
PJM Manuals, or to avoid shedding load in such Control Zone. 
 
1.10.6A  Transmission Loading Relief Customers. 
 
  (a) An entity that desires to elect to pay Transmission Congestion Charges in order to 
continue its energy schedules during an Operating Day over contract paths outside the PJM 
Region in the event that PJM initiates Transmission Loading Relief that otherwise would cause 
PJM to request security coordinators to curtail such Member’s energy schedules shall: 
 

(i) enter its election on OASIS by 10:30 a.m. of the day before the Operating 
Day, in accordance with procedures established by PJM, which election shall be 
applicable for the entire Operating Day; and 

 
(ii) if PJM initiates Transmission Loading Relief, provide to PJM, at such 

time and in accordance with procedures established by PJM, the hourly integrated energy 
schedules that impacted the PJM Region (as indicated from the NERC Interchange 
Distribution Calculator) during the Transmission Loading Relief. 

 
  (b) If an entity has made the election specified in Section (a), then PJM shall not 
request security coordinators to curtail such entity’s energy transactions, except as may be 
necessary to respond to Emergencies.   
 
  (c) In order to make elections under this Section 1.10.6A, an entity must (i) have met 
the creditworthiness standards established by the Office of the Interconnection or provided a 
letter of credit or other form of security acceptable to the Office of the Interconnection, and (ii) 
have executed either the Agreement, a Service Agreement under the PJM Tariff, or other 
agreement committing to pay all Transmission Congestion Charges incurred under this Section. 
 
1.10.7 Bilateral Transactions.   
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Bilateral transactions as to which the parties have notified the Office of the Interconnection by 
the deadline specified in Section 1.10.1A that they elect not to be included in the Day-ahead 
Energy Market and that they are not willing to incur Transmission Congestion Charges in the 
Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary to 
reduce or alleviate transmission congestion.  Bilateral transactions that were not included in the 
Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 
transactions that were accepted in the Day-ahead Energy Market shall continue to be 
implemented during periods of congestion, except as may be necessary to respond to 
Emergencies. 
 
1.10.8 Office of the Interconnection Responsibilities. 
 
  (a) The Office of the Interconnection shall use its best efforts to determine (i) the 
least-cost means of satisfying the projected hourly requirements for energy, Operating Reserves, 
and other ancillary services of the Market Buyers, including the reliability requirements of the 
PJM Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 
Operating Reserve and other ancillary service requirements for any portion of the load forecast 
of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-
ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 
take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 
Market and PJM Region energy requirements, giving due consideration to the energy 
requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 
properly submitted by Load Serving Entities for the Price Responsive Demand loads they serve; 
(ii) the offers submitted by Market Sellers; (iii) the availability of limited energy resources; (iv) 
the capacity, location, and other relevant characteristics of self-scheduled resources; (v) the 
objectives of each Control Zone for Operating Reserves, as specified in the PJM Manuals; (vi) 
the requirements of each Regulation Zone for Regulation and other ancillary services, as 
specified in the PJM Manuals; (vii) the benefits of avoiding or minimizing transmission 
constraint control operations, as specified in the PJM Manuals; and (viii) such other factors as 
the Office of the Interconnection reasonably concludes are relevant to the foregoing 
determination, including, without limitation, transmission constraints on external coordinated 
flowgates to the extent provided by section 1.7.6.  The Office of the Interconnection shall 
develop a Day-ahead Energy Market based on the foregoing determination, and shall determine 
the Day-ahead Prices resulting from such schedule.  The Office of the Interconnection shall 
report the planned schedule for a hydropower resource to the operator of that resource as 
necessary for plant safety and security, and legal limitations on pond elevations. 
 
  (b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each 
Operating Day, or such other  deadline as may be specified by the Office of the Interconnection 
in the PJM Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead 
Energy Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 
Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 
and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 
this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 
Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 
extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 
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otherwise interferes with the ability of the Office of the Interconnection to obtain Market 
Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  
Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 
data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 
the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 
as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 
Members as soon as practicable.  
 
  (c) Following posting of the information specified in Section 1.10.8(b), and absent 
extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 
of the Interconnection shall revise its schedule of generation resources to reflect updated 
projections of load, conditions affecting electric system operations in the PJM Region, the 
availability of and constraints on limited energy and other resources, transmission constraints, 
and other relevant factors.   
 
  (d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 
PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 
Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 
PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 
scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 
negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 
pursuant to Section 3.3A of this Schedule.  Notwithstanding the foregoing, if the Office of the 
Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 p.m. on the day 
before the affected Operating Day due to extraordinary circumstances as described in subsection 
(b) above, no settlements shall be made for the Day-ahead Energy Market, no scheduled 
megawatt quantities shall be established, and no Day-ahead Prices shall be established for that 
Operating Day.  Rather, for purposes of settlements for such Operating Day, the Office of the 
Interconnection shall utilize a scheduled megawatt quantity and price of zero and all settlements, 
including Financial Transmission Right Target Allocations, will be based on the real-time 
quantities and prices as determined pursuant to Sections 2.4 and 2.5 hereof. 
 
  (e) If the Office of the Interconnection discovers an error in prices and/or cleared 
quantities in the Day-ahead Energy Market, Real-time Energy Market, Ancillary Services 
Markets or Day Ahead Scheduling Reserve Market after it has posted the results for these 
markets on its Web site, the Office of the Interconnection shall notify Market Participants of the 
error as soon as possible after it is found, but in no event later than 12:00 p.m. of the second 
Business Day following the Operating Day for the Ancillary Services Markets and Real-time 
Energy Market, and no later than 5:00 p.m. of the second Business Day following the initial 
publication of the results for the Day-ahead Scheduling Reserve Market and Day-ahead Energy 
Market. 
 
After this initial notification, if the Office of the Interconnection determines it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the fifth Business Day following the 
Operating Day for the Ancillary Services Markets and Real-time Energy Market, and no later 
than 5:00 p.m. of the fifth Business Day following the initial publication of the results in the 
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Day-ahead Scheduling Reserve Market and the Day-ahead Energy Market.  Thereafter, the 
Office of the Interconnection must post on its Web site the corrected results by no later than 5:00 
p.m. of the tenth calendar day following the Operating Day for the Ancillary Services Markets, 
Day-ahead Energy Market and Real-time Energy Market, and no later than 5:00 p.m. of the tenth 
calendar day following the initial publication of the results in the Day-ahead Scheduling Reserve 
Market. Should any of the above deadlines pass without the associated action on the part of the 
Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
market results are under publicly noticed review by the FERC. 
 
 (f) Consistent with Section 18.17.1 of the PJM Operating Agreement, and 
notwithstanding anything to the contrary in the Operating Agreement or in the PJM Tariff, to 
allow the tracking of Market Participants’ non-aggregated bids and offers over time as required 
by FERC Order No. 719, the Office of the Interconnection shall post on its Web site the non-
aggregated bid data and Offer Data submitted by Market Participants (for participation in the 
PJM Interchange Energy Market) approximately four months after the bid or offer was submitted 
to the Office of the Interconnection.   
 
1.10.9 Hourly Scheduling. 
 
  (a) Following the initial posting by the Office of the Interconnection of the 
Locational Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right 
of the Office of the Interconnection to schedule and dispatch pool-scheduled resources and to 
direct that schedules be changed in an Emergency, and absent extraordinary circumstances 
preventing the clearing of the Day-ahead Energy Market, a generation rebidding period shall 
exist.  Typically the rebidding period shall be from the time the Office of the Interconnection 
posts the results of the Day-ahead Energy Market until 2:15 p.m. on the day before each 
Operating Day.  However, should the clearing of the Day-ahead Energy Market be significantly 
delayed, the Office of the Interconnection may establish a revised rebidding period.  During the 
rebidding period, Market Participants may submit revisions to generation Offer Data for any 
generation resource that was not selected as a pool-scheduled resource in the Day-ahead Energy 
Market.  Adjustments to the Day-ahead Energy Market shall be settled at the applicable Real-
time Prices, and shall not affect the obligation to pay or receive payment for the quantities of 
energy scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices. 
 
  (b) A Market Participant may adjust the schedule of a resource under its dispatch 
control on an hour-to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, 
provided that the Office of the Interconnection is notified not later than 60 minutes prior to the 
hour in which the adjustment is to take effect, as follows: 
 

i) A Generating Market Buyer may self-schedule any of its resource 
increments, including hydropower resources, not previously designated as self-scheduled 
and not selected as a pool-scheduled resource in the Day-ahead Energy Market; 

 
ii) A Market Participant may request the scheduling of a non-firm bilateral 

transaction; or 
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iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 
 

iv) A Generating Market Buyer may remove from service a resource 
increment, including a hydropower resource, that it had previously designated as self-
scheduled, provided that the Office of the Interconnection shall have the option to 
schedule energy from any such resource increment that is a Capacity Resource at the 
price offered in the scheduling process, with no obligation to pay any start-up fee. 

 
  (c) With respect to a pool-scheduled resource that is included in the Day-ahead 
Energy Market, a Market Seller may not change or otherwise modify its offer to sell energy. 
 
  (d) An External Market Buyer may refuse delivery of some or all of the energy it 
requested to purchase in the Day-ahead Energy Market by notifying the Office of the 
Interconnection of the adjustment in deliveries not later than 60 minutes prior to the hour in 
which the adjustment is to take effect, but any such adjustment shall not affect the obligation of 
the External Market Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy 
Market at the applicable Day-ahead Prices. 
 
  (e) The Office of the Interconnection shall provide External Market Buyers and 
External Market Sellers and parties to bilateral transactions with any revisions to their schedules 
resulting from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The 
Office of the Interconnection may also commit additional resources after such time as system 
conditions require.  For each hour in the Operating Day, as soon as practicable after the deadlines 
specified in the foregoing subsection of this Section 1.10, the Office of the Interconnection shall 
provide External Market Buyers and External Market Sellers and parties to bilateral transactions 
with any revisions to their schedules for the hour. 
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2.5 Calculation of Real-time Prices. 
 
 (a) The Office of the Interconnection shall determine the least costly means of 
obtaining energy to serve the next increment of load (taking account of any applicable and 
available load reductions indicated on PRD Curves properly submitted by any PRD Provider) at 
each bus in the PJM Region represented in the State Estimator and each Interface Pricing Point 
between PJM and an adjacent Control Area, based on the system conditions described by the 
most recent power flow solution produced by the State Estimator program and utilized in the 
PJM security-constrained economic dispatch algorithm and the energy offers that are the basis 
for the Day-ahead Energy Market, or that are determined to be eligible for consideration under 
Section 2.4 in connection with the real-time dispatch, as applicable.  This calculation shall be 
made by applying a real-time joint optimization of energy and reserves, given actual system 
conditions, a set of energy offers, a set of reserve offers, a set of Reserve Penalty Factors, and 
any binding transmission constraints that may exist.  In performing this calculation, the Office of 
the Interconnection shall calculate the cost of serving an increment of load at each bus from each 
resource associated with an eligible energy offer as the sum of the following components of 
Locational Marginal Price:  (1) System Energy Price, which is the price at which the Market 
Seller has offered to supply an additional increment of energy from a generation resource or 
decrease an increment of energy being consumed by a Demand Resource, (2) Congestion 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 the resource on transmission line 
loadings, and (3) Loss 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.  The real-time Locational Marginal Prices at 
a bus shall be determined  through the joint optimization program based on the lowest marginal 
cost to serve the next increment of load at the bus taking into account the applicable reserve 
requirements, unit resource constraints, transmission constraints, and marginal loss impact. 
 
 (b) If all reserve requirements in every modeled Reserve Zone and Reserve Sub-zone 
can be met at prices less than or equal to the applicable Reserve Penalty Factor for those reserve 
requirements, real-time Locational Marginal Prices shall be calculated as described in Section 
2.5(a) above and no Reserve Penalty Factor(s) shall apply beyond the normal lost opportunity 
costs incurred by the reserve requirements.  When a reserve requirement cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor(s) associated with a Reserve Zone or 
Reserve Sub-zone, the real-time Locational Marginal Prices shall be calculated by incorporating 
the applicable Reserve Penalty Factor(s) for the deficient reserve requirement as the lost 
opportunity cost impact of the deficient reserve requirement, and the components of Locational 
Marginal Prices referenced in Section 2.5(a) above shall be calculated as described below. 
 

(c)   The Office of the Interconnection shall issue day-ahead alerts to PJM Members of 
the possible need to use emergency procedures during the following Operating Day.  Such 
emergency procedures may be required to alleviate real-time emergency conditions such as a 
transmission emergency or potential reserve shortage.  The alerts issued by the Office of the 
Interconnection may include, but are not limited to, the Maximum Generation Emergency Alert, 
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Primary Reserve Alert and/or Voltage Reduction Alert.   These alerts shall be issued to keep all 
affected system personnel informed of the forecasted status of the PJM bulk power system. The 
Office of the Interconnection shall notify PJM Members of all alerts and the cancellation thereof 
via the methods described in the PJM Manuals.  The alerts shall be issued as soon as practicable 
to allow PJM Members sufficient time to prepare for such operating conditions.  The day-ahead 
alerts issued by the Office of the Interconnection are for informational purposes only and by 
themselves will not impact price calculation during the Operating Day. 

 

 (d) The Office of the Interconnection shall issue a warning of impending operating 
reserve shortage and other emergency conditions in real-time to inform members of actual 
capacity shortages or contingencies that may jeopardize the reliable operation of the PJM bulk 
power system. Such warnings will generally precede any associated action taken to address the 
shortage conditions.   The Office of the Interconnection shall notify PJM Members of the 
issuance and cancellation of emergency procedures via the methods described in the PJM 
Manuals. The warnings that the Office of the Interconnection may issue include, but are not 
limited to, the Primary Reserve Warning, Voltage Reduction Warning, and Manual Load Dump 
Warning.   

The purpose of the Primary Reserve Warning is to warn members that the available Primary 
Reserve may be less than the Primary Reserve Requirement.  If the Primary Reserve shortage 
condition was forecasted in both security-constrained economic dispatch solutions as described 
in Section 2.2(d) above, the applicable Reserve Penalty Factor is incorporated into the 
Synchronized Reserve Market Clearing Price, Non-Synchronized Reserve Market Clearing Price 
and Locational Marginal Price as applicable.  

The purpose of the Voltage Reduction Warning is to warn PJM Members that the available 
Synchronized Reserve may be less than the Synchronized Reserve Requirement and that a 
voltage reduction may be required.  Following the Voltage Reduction Warning, the Office of the 
Interconnection may issue a Voltage Reduction Action during which it directs PJM Members to 
initiate a voltage reduction.  If the Office of the Interconnection issues a Voltage Reduction 
Action for the Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary 
Reserve Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement 
are incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Voltage Reduction Action has been 
terminated.  

The purpose of the Manual Load Dump Warning is to warn members that dumping load may be 
necessary to maintain reliability.  Following the Manual Load Dump Warning, the Office of the 
Interconnection may commence a Manual Load Dump Action during which it directs PJM 
Members to initiate a manual load dump pursuant to the procedures described in the PJM 
Manuals.  If the Office of the Interconnection issues a Manual Load Dump Action for the 
Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary Reserve 
Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement are 
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incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Manual Load Dump Action has been 
terminated.  

Shortage pricing will be terminated in a Reserve Zone or Reserve Sub-Zone when demand and 
reserve requirements can be fully satisfied with generation and demand response resources and 
any Voltage Reduction Action and/or Manual Load Dump Action taken for that Reserve Zone or 
Reserve Sub-Zone has also been terminated.   
 
 (e) During the Operating Day, the calculation set forth in (a) shall be performed every 
five minutes, using the Office of the Interconnection’s Locational Marginal Price program, 
producing a set of Real-time Prices based on system conditions during the preceding interval.  
The prices produced at five-minute intervals during an hour will be integrated to determine the 
Real-time Prices for that hour. 
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2.6A Interface Prices. 
 
PJM shall from time to time, as appropriate, define and revise Interface Pricing Points for 
purposes of calculating LMPs for energy exports to or energy imports from external balancing 
authority areas.  Such Interface Pricing Points may represent external balancing authority areas, 
aggregates of external balancing authority areas, or portions of any external balancing authority 
area.  Subject to the terms of this Section 2.6A, PJM may define Interface Pricing Points and 
interface pricing methods for a sub-area of a balancing authority area different from the pricing 
points and interface pricing methods applicable to the adjacent balancing authority area where 
the sub-area is located, and no action of the balancing authority area or any entity whose 
transactions do not source and/or sink within the sub-area shall affect the pricing points or 
interface pricing methods established for such sub-area. Definitions of Interface Pricing Points 
and price calculation methodologies may vary, depending on such factors as whether an external 
balancing authority area operates an organized electric market with locational pricing, whether 
the external balancing authority has entered an interregional congestion management agreement 
with PJM, and the availability of data from the external balancing authority area on such relevant 
items as unit costs, run status, and output.  PJM shall negotiate in good faith with any external 
balancing authority that seeks to enter into an interregional congestion management agreement 
with PJM, and will file such agreement, upon execution, with the Commission.  In the event PJM 
and an external balancing authority do not reach a mutually acceptable agreement, the external 
balancing authority may request, and PJM shall file with the Commission within 90 days after 
such request, an unexecuted congestion management agreement for such balancing authority. 
Nothing herein precludes PJM from entering into agreements with External Resource owners for 
the Dynamic Transfer of such resources, as contemplated by section 1.12 of this Schedule, at 
prices determined in accordance with such agreements.  Acceptable pricing point definitions and 
pricing methodologies include, but are not limited to, the following: 
 
 (a) External Balancing Authority Areas that are Part of Larger Centrally Dispatched 
Organizations.  PJM shall determine a set of nodes external to the PJM system representing an 
external balancing authority area or set of balancing authority areas via flow analysis, utilizing 
standard power flow analysis tools, of the impact of transactions from the balancing authority 
area or areas on the transmission facilities connecting PJM with such external area(s).  PJM shall 
then weight the contribution of each identified node to the calculation of the interface price. For 
each Interface Pricing Point, a set of Tie Lines will be defined and each node in the interface 
definition will be assigned to a Tie Line.  PJM shall utilize the sensitivity of the Tie Lines to an 
injection at each external pricing point to weight the node associated with that Tie Line in the 
Interface Pricing Point calculation, as more fully described in the PJM Manuals.  
 

(b) External Areas that are Not Part of Larger Centrally Dispatched Organizations.  
PJM may define pricing points aggregating multiple directly or non-directly connected external 
balancing authority areas that are not part of larger centrally dispatched organizations.  Prices at 
such points representing aggregated balancing authority areas shall be determined as described in 
subsection (a) above; provided, however, that PJM shall define Interface Pricing Points 
corresponding to individual, directly connected balancing authority areas, and establish 
alternative pricing methodologies for use as to such areas, to the extent that necessary supporting 
data is provided from the external area, as follows: 
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(1) PJM will define an Interface Pricing Point corresponding to a directly 

connected individual external balancing authority area or sub-area within a directly 
connected balancing authority area and determine prices in accordance with High-Low 
Pricing, as defined in section (A) below, if the balancing authority area or sub-area within 
the balancing authority area provides the data described in section (B) below. 

 
(A) Under High-Low Pricing, the price for imports of energy to PJM 

from the external balancing authority area shall equal the LMP calculated by PJM 
at the generator bus in such area with an output greater than 0 MW that has the 
lowest price in such area; and the price for exports of energy from PJM to the 
external balancing authority area shall equal the price at the generator bus in such 
area with an output greater than 0 MW that has the highest price in such area, 
updated every 5 minutes in the real time market and calculated for each hour in 
the Day-Ahead market, to the extent and for the periods that the information 
described below is provided. 

 
(B)   Such pricing point and pricing methodology shall be provided 

only to the extent the external balancing authority area or sub-area provides or 
causes to be provided to PJM real-time telemetered load, generation and similar 
data for such area or sub-area demonstrating that the transaction receiving such 
pricing sources, or sinks as appropriate, in such area or sub-area.  Such data shall 
be of the type and in the form specified in the PJM Manuals.  If such data is 
provided, any transaction, regardless of participant, sourcing or sinking in such 
area will be priced in accordance with section (A) above.  During any hour in 
which any entity makes any purchases from other external areas outside of such 
area or sub-area (other than delivery of external designated Network Resources or 
such other exceptions specifically documented for such area or sub-area in the 
PJM Manuals) at the same time that energy sales into PJM are being made, or 
purchases energy from PJM for delivery into such area or sub-area while sales 
from such area to other external areas are simultaneously implemented (subject to 
any exceptions specifically documented for such area or sub-area in the PJM 
Manuals), pricing will revert to the applicable import or export pricing point that 
would otherwise be assigned to such external area or sub-area.   

 
(2) PJM will define an Interface Pricing Point corresponding to an individual 

external balancing authority area or sub-area within a directly connected balancing 
authority area and determine prices in accordance with Marginal Cost Proxy Pricing, as 
defined in section (A) below, if the balancing authority area or sub-area within a directly 
connected balancing authority area provides, in addition to the data specified in section 
(1)(B) above, the data described in section (B) below provided, however, that such 
pricing methodology shall terminate, and pricing shall be governed by the methodology 
described in subsection (a) or (b)(1) above, as applicable, on January 31, 2010 for any 
external balancing authority area that has not executed an interregional congestion 
management agreement with the Office of the Interconnection prior to January 31, 2010. 
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(A)  Under Marginal Cost Proxy Pricing, PJM shall compare the 
individual bus LMP for each generator in the PJM model in the directly connected 
balancing authority area or sub-area having a telemetered output greater than zero 
MW to the marginal cost for that generator.   

 
In real time, during each 5-minute calculation of LMPs for the PJM Region, PJM 
shall calculate the energy price for imports to PJM from such area or sub-area as 
the lowest LMP of any generator bus in such area or sub-area with an output 
greater than 0 MW that has an LMP less than its marginal cost for such 5-minute 
interval.  If no generator with an output greater than 0 MW has an LMP less than 
its marginal cost, then the import price shall be the average of the bus LMPs for 
the set of generators in such area with an output greater than 0 MW that PJM 
determines to be the marginal units in that area for that 5-minute interval.  PJM 
shall determine the set of marginal units in the external area by summing the 
output of the units serving load in that area in ascending order of the units’ 
marginal costs until such sum equals the real time load in such external area.  
Units in the external area with marginal costs at or above that of the last unit 
included in the sum shall be the marginal units for that area for that interval. 

 
PJM similarly shall calculate the energy price for exports from PJM to such area 
or sub-area as the highest LMP of any generator bus in such area or sub-area with 
an output greater than 0 MW that has an LMP greater than its marginal cost for 
such 5-minute interval.   If no generator with an output greater than 0 MW has an 
LMP greater than its marginal cost, then the export price shall be the  average of 
the bus LMPs for the set of generators with an output greater than 0 MW that PJM 
determines to be the marginal units in such area for that 5-minute interval, as 
described above. 

 
Locational interface prices in the Day-ahead Energy Market shall be calculated in 
the same manner as set forth above for the Real-time Energy Market, except that 
such prices will be determined on an hourly basis, utilizing information regarding 
whether each unit in such area is scheduled to run for each hour of the following 
day, provided as specified in subsection (B) below. 

 
(B)   Such pricing point and pricing methodology shall be provided 

only to the extent the external balancing authority area or sub-area provides or 
causes to be provided to PJM (i) unit-specific, real time telemetered output data 
for each unit in the PJM network model in such area or sub-area; (ii) unit-specific 
marginal cost data for each unit in the PJM network model in such area or sub-
area, prepared in accordance with the PJM Manuals and subject to the same 
review of the PJM Independent Market Monitor as any such cost data for internal 
PJM units; and (iii) a day-ahead indication for each unit in such area or sub-area 
as to whether that unit is scheduled to run for each hour of the following day.  
During any hour in which any entity makes any purchases from other external 
areas outside of such area or sub-area (other than delivery of external designated 
Network Resources or such other exceptions specifically documented for such 
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area or sub-area in the PJM Manuals) at the same time that energy sales into PJM 
are being made, or purchases energy from PJM for delivery into such area or sub-
area while sales from such area to other external areas are simultaneously 
implemented (subject to any exceptions specifically documented for such area or 
sub-area in the PJM Manuals), pricing will revert to the applicable import or 
export pricing point that would otherwise be assigned to such external area or 
sub-area. 

 
(C) PJM shall post the individual generator bus LMPs in the directly 

connected external control areas for informational purposes; provided, however, 
that no settlement shall take place at such external bus LMPs, and such nodes 
shall not be available for the submission of Virtual Transactions in the PJM Day-
ahead Energy Market. 

 
(3) All data provided to PJM by balancing and/or reliability authorities 

hereunder will be used only for the purpose of implementing the interface pricing set 
forth herein, will be treated confidentially by PJM, and will be afforded the same 
treatment provided to Member confidential data under the PJM Operating Agreement. 

 
(4) PJM reserves the right to audit the data supplied to PJM hereunder by 

giving written notice to the relevant balancing/reliability authority/market operator no 
more than three months following provision of such data, and at least ten (10) Business 
Days in advance of the date that PJM wishes to initiate such audit, with completion of the 
audit occurring within sixty (60) days of such notice.  Each party shall be responsible for 
its own expenses related to any such audit. 
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3.2 Market Buyers. 
 
3.2.1 Spot Market Energy Charges. 
 
 (a) The Office of the Interconnection shall calculate System Energy Prices in the 
form of Day-ahead System Energy Prices and Real-time System Energy Prices for the PJM 
Region, in accordance with Section 2 of this Schedule. 
 
 (b) Market Buyers shall be charged for all load (net of Behind The Meter Generation 
expected to be operating, but not to be less than zero) scheduled to be served from the PJM 
Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead System Energy 
Price. 
 
 (c) Generating Market Buyers shall be paid for all energy scheduled to be delivered 
to the PJM Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead 
System Energy Price. 
 
 (d) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the total amount of net hourly PJM Interchange for each Market 
Buyer, including Generating Market Buyers, in accordance with the PJM Manuals.  For Internal 
Market Buyers that are Load Serving Entities or purchasing on behalf of Load Serving Entities, 
this calculation shall include determination of the net energy flows from:  (i) Tie Lines; (ii) any 
generation resource the output of which is controlled by the Market Buyer but delivered to it 
over another entity’s Transmission Facilities; (iii) any generation resource the output of which is 
controlled by another entity but which is directly interconnected with the Market Buyer’s 
transmission system; (iv) deliveries pursuant to bilateral energy sales; (v) receipts pursuant to 
bilateral energy purchases; and (vi) an adjustment to account for the day-ahead PJM Interchange, 
calculated as the difference between scheduled withdrawals and injections by that Market Buyer 
in the Day-ahead Energy Market.  For External Market Buyers and Internal Market Buyers that 
are not Load Serving Entities or purchasing on behalf of Load Serving Entities, this calculation 
shall determine the energy scheduled hourly for delivery to the Market Buyer net of the amounts 
scheduled by such Market Buyer in the Day-ahead Energy Market. 
 
 (e) An Internal Market Buyer shall be charged for Spot Market Energy purchases to 
the extent of its hourly net purchases from the PJM Interchange Energy Market, determined as 
specified in Section 3.2.1(d) above.  An External Market Buyer shall be charged for its Spot 
Market Energy purchases based on the energy delivered to it, determined as specified in Section 
3.2.1(d) above.  The total charge shall be determined by the product of the hourly net amount of 
PJM Interchange Imports times the hourly Real-time System Energy Price for that Market Buyer. 
 
 (f) A Generating Market Buyer shall be paid as a Market Seller for sales of Spot 
Market Energy to the extent of its hourly net sales into the PJM Interchange Energy Market, 
determined as specified in Section 3.2.1(d) above.  The total payment shall be determined by the 
product of the hourly net amount of PJM Interchange Exports times the hourly Real-time System 
Energy Price for that Market Seller. 
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3.2.2 Regulation. 
 
 (a) Each Internal Market Buyer that is a Load Serving Entity in a Regulation Zone 
shall have an hourly Regulation objective equal to its pro rata share of the Regulation 
requirements of such Regulation Zone for the hour, based on the Internal Market Buyer’s total 
load (net of operating Behind The Meter Generation, but not to be less than zero) in such 
Regulation Zone for the hour (“Regulation Obligation”).  An Internal Market Buyer that does not 
meet its hourly Regulation obligation shall be charged the following for Regulation dispatched 
by the Office of the Interconnection to meet such obligation: (i) the capability Regulation 
market-clearing price determined in accordance with subsection (h) of this section; (ii) the 
amounts, if any, described in subsection (f) of this section; and (iii) the performance Regulation 
market-clearing price determined in accordance with subsection (g) of this section. 
 
 (b) Each Market Seller and Generating Market Buyer shall be credited for each of its 
resources supplying Regulation in a Regulation Zone at the direction of the Office of the 
Interconnection such that the calculated credit for each increment of Regulation provided by 
each resource shall be the higher of: (i) the Regulation market-clearing price; or (ii) the sum of 
the applicable Regulation offers for a resource determined pursuant to Section 3.2.2A.1 of this 
Schedule, the unit-specific shoulder hour opportunity costs described in subsection (e) of this 
section, the unit-specific inter-temporal opportunity costs, and the unit-specific opportunity costs 
discussed in subsection (d) of this section.   
  
 (c) The total Regulation market-clearing price in each Regulation Zone shall be 
determined at a time to be determined by the Office of the Interconnection which shall be no 
earlier than the day before the Operating Day. In accordance with the PJM Manuals, the total 
Regulation market-clearing price shall be calculated by optimizing the dispatch profile to obtain 
the lowest cost combination set of resources that satisfies the Regulation requirement. The 
market-clearing price for each regulating hour shall be equal to the average of all 5-minute 
clearing prices calculated during that hour. The total Regulation market-clearing price shall 
include: (i) the performance Regulation market-clearing price in a Regulation Zone that shall be 
calculated in accordance with subsection (g) of this section; (ii) the capability Regulation 
market-clearing price that shall be calculated in accordance with subsection (h) of this section; 
and (iii) a Regulation resource’s unit-specific opportunity costs during the 5-minute period, 
determined as described in subsection (d) below, divided by the unit-specific benefits factor 
described in subsection (j) of this section and divided by the historic accuracy score of the 
resource from among the resources selected to provide Regulation.  A resource’s Regulation 
offer by any Market Seller that fails the three-pivotal supplier test set forth in section 3.2.2A.1 of 
this Schedule shall not exceed the cost of providing Regulation from such resource, plus twelve 
dollars, as determined pursuant to the formula in section 1.10.1A(e) of this Schedule. 
 
 (d) In determining the Regulation 5-minute clearing price for each Regulation Zone, 
the estimated unit-specific opportunity costs of a generation resource offering to sell Regulation 
in each regulating hour, except for hydroelectric resources, shall be equal to the product of (i) the 
deviation of the set point of the generation resource that is expected to be required in order to 
provide Regulation from the generation resource’s expected output level if it had been 
dispatched in economic merit order times, (ii) the absolute value of the difference between the 
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expected Locational Marginal Price at the generation bus for the generation resource and the 
lesser of the available market-based or highest available cost-based energy offer from the 
generation resource (at the megawatt level of the Regulation set point for the resource) in the 
PJM Interchange Energy Market.  
 
For hydroelectric resources offering to sell Regulation in a regulating hour, the estimated unit-
specific opportunity costs for each hydroelectric resource in spill conditions as defined in the 
PJM Manuals will be the full value of the Locational Marginal Price at that generation bus for 
each megawatt of Regulation capability. 
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and has a day-ahead megawatt commitment greater 
than zero shall be equal to the product of (i) the deviation of the set point of the hydroelectric 
resource that is expected to be required in order to provide Regulation from the hydroelectric 
resource’s expected output level if it had been dispatched in economic merit order times (ii) the 
difference between the expected Locational Marginal Price at the generation bus for the 
hydroelectric resource and the average of the Locational Marginal Price at the generation bus for 
the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding those hours 
during which all available units at the hydroelectric resource were operating.  Estimated 
opportunity costs shall be zero for hydroelectric resources for which the average Locational 
Marginal Price at the generation bus for the appropriate on-peak or off-peak period, excluding 
those hours during which all available units at the hydroelectric resource were operating is higher 
than the actual Locational Marginal Price at the generator bus for the regulating hour.   
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and does not have a day-ahead megawatt commitment 
greater than zero shall be equal to the product of (i) the deviation of the set point of the 
hydroelectric resource that is expected to be required in order to provide Regulation from the 
hydroelectric resource’s expected output level if it had been dispatched in economic merit order 
times (ii) the difference between the average of the Locational Marginal Price at the generation 
bus for the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding 
those hours during which all available units  at the hydroelectric resource were operating and the 
expected Locational Marginal Price at the generation bus for the hydroelectric resource.  
Estimated opportunity costs shall be zero for hydroelectric resources for which the actual 
Locational Marginal Price at the generator bus for the regulating hour is higher than the average 
Locational Marginal Price at the generation bus for the appropriate on-peak or off-peak period, 
excluding those hours during which all available units at the hydroelectric resource were 
operating.   
 
For the purpose of committing resources and setting Regulation market clearing prices, the 
Office of the Interconnection shall utilize day-ahead Locational Marginal Prices to calculate 
opportunity costs for hydroelectric resources.  For the purposes of settlements, the Office of the 
Interconnection shall utilize the real-time Locational Marginal Prices to calculate opportunity 
costs for hydroelectric resources. 
 
Estimated opportunity costs for Demand Resources to provide Regulation are zero. 
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 (e) In determining the credit under subsection (b) to a Market Seller or Generating 
Market Buyer selected to provide Regulation in a Regulation Zone and that actively follows the 
Office of the Interconnection‘s Regulation signals and instructions, the unit-specific opportunity 
cost of a generation resource shall be determined for each hour that the Office of the 
Interconnection requires a generation resource to provide Regulation, and for the percentage of 
the preceding shoulder hour and the following shoulder hour during which the Generating 
Market Buyer or Market Seller provided Regulation. The unit-specific opportunity cost incurred 
during the hour in which the Regulation obligation is fulfilled shall be equal to the product of (i) 
the deviation of the generation resource‘s output necessary to follow the Office of the 
Interconnection‘s Regulation signals from the generation resource‘s expected output level if it 
had been dispatched in economic merit order times (ii) the absolute value of the difference 
between the Locational Marginal Price at the generation bus for the generation resource and the 
lesser of the available market-based or highest available cost-based energy offer from the 
generation resource (at the actual megawatt level of the resource when the actual megawatt level 
is within the tolerance defined in the PJM Manuals for the Regulation set point, or at the 
Regulation set point for the resource when it is not within the corresponding tolerance) in the 
PJM Interchange Energy Market. Opportunity costs for Demand Resources to provide 
Regulation are zero. 
 
The unit-specific opportunity costs associated with uneconomic operation during the preceding 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the initial regulating hour in order to 
provide Regulation and the resource‘s expected output in the preceding shoulder hour times (ii) 
the absolute value of the difference between the Locational Marginal Price at the generation bus 
for the generation resource in the preceding shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in the initial regulating hour) in the PJM 
Interchange Energy Market, times (iii) the percentage of the preceding shoulder hour during 
which the deviation was incurred, all as determined by the Office of the Interconnection in 
accordance with procedures specified in the PJM Manuals. 
 
The unit-specific opportunity costs associated with uneconomic operation during the following 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the final regulating hour in order to provide 
Regulation and the resource‘s expected output in the following shoulder hour times (ii) the 
absolute value of the difference between the Locational Marginal Price at the generation bus for 
the generation resource in the following shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in final regulating hour) in the PJM Interchange 
Energy Market, times (iii) the percentage of the following shoulder hour during which the 
deviation was incurred, all as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. 
 
 (f) Any amounts credited for Regulation in an hour in excess of the Regulation 
market-clearing price in that hour shall be allocated and charged to each Internal Market Buyer 
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in a Regulation Zone that does not meet its hourly Regulation obligation in proportion to its 
purchases of Regulation in such Regulation Zone in megawatt-hours during that hour. 
 
 (g)  To determine the performance Regulation market-clearing price for each 
Regulation Zone, the Office of the Interconnection shall adjust the submitted performance offer 
for each resource in accordance with the historical performance of that resource, the amount of 
Regulation that resource will be dispatched based on the ratio of control signals calculated by the 
Office of the Interconnection, and the unit-specific benefits factor described in subsection (j) of 
this section for which that resource is qualified.  The maximum adjusted performance offer of all 
cleared resources will set the performance Regulation market-clearing price. 
 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions, will be credited for Regulation performance by multiplying 
the assigned MW(s) by the performance Regulation market-clearing price, by the ratio between 
the requested mileage for the Regulation dispatch signal assigned to the Regulation resource and 
the Regulation dispatch signal assigned to traditional resources, and by the Regulation resource’s 
accuracy score calculated in accordance with subsection (k) of this section. 
 

(h) The Office of the Interconnection shall divide each Regulation resource’s 
capability offer by the unit-specific benefits factor described in subsection (j) of this section and 
divided by the historic accuracy score for the resource for the purposes of committing resources 
and setting the market clearing prices.  

 
The Office of the Interconnection shall calculate the capability Regulation market-clearing price 
for each Regulation Zone by subtracting the performance Regulation market-clearing price 
described in subsection (g) from the total Regulation market clearing price described in 
subsection (c). This residual sets the capability Regulation market clearing price for that market 
hour. 

 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions will be credited for Regulation capability based on the 
assigned MW and the capability Regulation market-clearing price multiplied by the Regulation 
resource’s accuracy score calculated in accordance with subsection (k) of this section. 

 
(i)  In accordance with the processes described in the PJM Manuals, the Office of the 

Interconnection shall: (i) calculate inter-temporal opportunity costs for each applicable resource; 
(ii) include such inter-temporal opportunity costs in each applicable resource’s offer to sell 
frequency Regulation service; and (iii) account for such inter-temporal opportunity costs in the 
Regulation market-clearing price.   

 
(j)  The Office of the Interconnection shall calculate a unit-specific benefits factor for 

each of the dynamic Regulation signal and traditional Regulation signal in accordance with the 
PJM Manuals.  Each resource shall be assigned a unit-specific benefits factor based on their 
order in the merit order stack for the applicable Regulation signal.  The unit-specific benefits 
factor is the point on the benefits factor curve that aligns with the last megawatt, adjusted by 
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historical performance, that resource will add to the dynamic resource stack.  The unit-specific 
benefits factor for the traditional Regulation signal shall be equal to one. 

 
 (k) The Office of the Interconnection shall calculate each Regulation resource’s 
accuracy score.  The accuracy score shall be the average of a delay score, correlation score, and 
energy score for each ten second interval.  For purposes of setting the interval to be used for the 
correlation score and delay scores, PJM will use the maximum of the correlation score plus the 
delay score for each interval.     
 
The Office of the Interconnection shall calculate the correlation score using the following 
statistical correlation function (r) that measures the delay in response between the Regulation 
signal and the resource change in output: 
 
 Correlation Score = rSignal,Response(δ,δ+5 Min); 
     δ=0 to 5 Min 
 
 where δ is delay. 
 
The Office of the Interconnection shall calculate the delay score using the following equation: 
 
 Delay Score = Abs ((δ- 5 Minutes) / (5 Minutes)). 
 
The Office of the Interconnection shall calculate a energy score as a function of the difference in 
the energy provided versus the energy requested by the Regulation signal while scaling for the 
number of samples.  The energy score is the absolute error (ε) as a function of the resource’s 
Regulation capacity using the following equations: 
 
 Energy Score = 1 - 1/n ∑ Abs (Error); 
 
 Error = Average of Abs ((Response - Regulation Signal) / (Hourly Average Regulation 
 Signal)); and 
 

n = the number of samples in the hour and the energy. 
 
The Office of the Interconnection shall calculate an accuracy score for each Regulation resource 
that is the average of the delay score, correlation score, and energy score for a five-minute period 
using the following equation where the energy score, the delay score, and the correlation score 
are each weighted equally: 
 
 Accuracy Score = max ((Delay Score) + (Correlation Score)) + (Energy  Score). 
 
The historic accuracy score will be based on a rolling average of the hourly accuracy scores, with 
consideration of the qualification score, as defined in the PJM Manuals. 
 
3.2.2A Offer Price Caps. 
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3.2.2A.1 Applicability. 
 
 (a) Each hour, the Office of the Interconnection shall conduct a three-pivotal supplier 
test as described in this section.  Regulation offers from Market Sellers that fail the three-pivotal 
supplier test shall be capped in the hour in which they failed the test at their cost based offers as 
determined pursuant to section 1.10.1A(e) of this Schedule.  A Regulation supplier fails the 
three-pivotal supplier test in any hour in which such Regulation supplier and the two largest 
other Regulation suppliers are jointly pivotal. 
 
 (b) For the purposes of conducting the three-pivotal supplier test pursuant to this 
section, the following applies: 
 

(i) The three-pivotal supplier test will include in the definition of available 
supply all offers from resources capable of satisfying the Regulation requirement of the 
PJM Region multiplied by the historic accuracy score of the resource and multiplied by 
the unit-specific benefits factor for which the capability cost-based offer plus the 
performance cost-based offer plus any eligible opportunity costs is no greater than 150 
percent of the clearing price that would be calculated if all offers were limited to cost 
(plus eligible opportunity costs). 

 
(ii) The three-pivotal supplier test will apply on a Regulation supplier basis 

(i.e. not a resource by resource basis) and only the Regulation suppliers that fail the three-
pivotal supplier test will have their Regulation offers capped.  A Regulation supplier for 
the purposes of this section includes corporate affiliates.  Regulation from resources 
controlled by a Regulation supplier or its affiliates, whether by contract with unaffiliated 
third parties or otherwise, will be included as Regulation of that Regulation supplier.  
Regulation provided by resources owned by a Regulation supplier but controlled by an 
unaffiliated third party, whether by contract or otherwise, will be included as Regulation 
of that third party.  

 
(iii) Each supplier shall be ranked from the largest to the smallest offered 

megawatt of eligible Regulation supply adjusted by the historic performance of each 
resource and the unit-specific benefits factor.  Suppliers are then tested in order, starting 
with the three largest suppliers.  For each iteration of the test, the two largest suppliers are 
combined with a third supplier, and the combined supply is subtracted from total 
effective supply.  The resulting net amount of eligible supply is divided by the Regulation 
requirement for the hour to determine the residual supply index.  Where the residual 
supply index for three pivotal suppliers is less than or equal to 1.0, then the three 
suppliers are jointly pivotal and the suppliers being tested fail the three pivotal supplier 
test.  Iterations of the test continue until the combination of the two largest suppliers and 
a third supplier result in a residual supply index greater than 1.0, at which point the 
remaining suppliers pass the test.  Any resource owner that fails the three-pivotal supplier 
test will be offer-capped. 
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3.2.3 Operating Reserves. 
 
 (a) A Market Seller’s pool-scheduled resources capable of providing Operating 
Reserves shall be credited as specified below based on the prices offered for the operation of 
such resource, provided that the resource was available for the entire time specified in the Offer 
Data for such resource.  To the extent that Section 3.2.3A.01 of Schedule 1 of this Agreement 
does not meet the Day-ahead Scheduling Reserves Requirement, the Office of the 
Interconnection shall schedule additional Operating Reserves pursuant to Section 1.7.17 and 1.10 
of Schedule 1 of this Agreement.  In addition the Office of the Interconnection shall schedule 
Operating Reserves pursuant to those sections to satisfy any unforeseen Operating Reserve 
requirements that are not reflected in the Day-ahead Scheduling Reserves Requirement. 
 
 (b) The following determination shall be made for each pool-scheduled resource that 
is scheduled in the Day-ahead Energy Market:  the total offered price for start-up and no-load 
fees and energy, determined on the basis of the resource’s scheduled output, shall be compared 
to the total value of that resource’s energy – as determined by the Day-ahead Energy Market and 
the Day-ahead Prices applicable to the relevant generation bus in the Day-ahead Energy Market. 
PJM shall also (i) determine whether any resources were scheduled in the Day-ahead Energy 
Market to provide Black Start service, Reactive Services or transfer interface control during the 
Operating Day because they are known or expected to be needed to maintain system reliability in 
a Zone during the Operating Day in order to minimize the total cost of Operating Reserves 
associated with the provision of such services and reflect the most accurate possible expectation 
of real-time operating conditions in the day-ahead model, which resources would not have 
otherwise been committed in the day-ahead security-constrained dispatch and (ii) report on the 
day following the Operating Day the megawatt quantities scheduled in the Day-ahead Energy 
Market for the above-enumerated purposes for the entire RTO. 
 
Except as provided in Section 3.2.3(n), if the total offered price summed over all hours exceeds 
the total value summed over all hours, the difference shall be credited to the Market Seller.  The 
Office of the Interconnection shall apply any balancing Operating Reserve credits allocated 
pursuant to this Section 3.2.3(b) to real-time deviations from day-ahead schedules or real-time 
load share plus exports, pursuant to Section 3.2.3(p), depending on whether the balancing 
Operating Reserve credits are related to resources scheduled during the reliability analysis for an 
Operating Day, or during the actual Operating Day.   
 

(i) For resources scheduled by the Office of the Interconnection during the 
reliability analysis for an Operating Day, the associated balancing Operating Reserve 
credits shall be allocated based on the reason the resource was scheduled according to the 
following provisions: 

 
(A) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to operate 
in real-time to augment the physical resources committed in the Day-ahead 
Energy Market to meet the forecasted real-time load plus the Operating Reserve 
requirement, the associated balancing Operating Reserve credits, identified as RA 
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Credits for Deviations, shall be allocated to real-time deviations from day-ahead 
schedules.   

 
(B) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve credits, 
identified as RA Credits for Reliability, shall be allocated according to ratio share 
of real time load plus export transactions.  

 
(C) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing Operating 
Reserves, the associated balancing Operating Reserve credits shall be segmented 
and separately allocated pursuant to subsections 3.2.3(b)(i)(A) or 3.2.3(b)(i)(B) 
hereof.  Balancing Operating Reserve credits for such resources will be identified 
in the same manner as units committed during the reliability analysis pursuant to 
subsections 3.2.3(b)(i)(A) and 3.2.3(b)(i)(B) hereof. 

 
(ii) For resources scheduled during an Operating Day, the associated 

balancing Operating Reserve credits shall be allocated according to the following 
provisions: 

 
(A) If the Office of the Interconnection directs a resource to operate 

during an Operating Day to provide balancing Operating Reserves, the associated 
balancing Operating Reserve credits, identified as RT Credits for Reliability, shall 
be allocated according to ratio share of load plus exports.  The foregoing 
notwithstanding, credits will be applied pursuant to this section only if the LMP at 
the resource's bus does not meet or exceed the applicable offer of the resource for 
at least four 5-minute intervals during one or more discrete clock hours during 
each period the resource operated and produced MWs during the relevant 
Operating Day.  If a resource operated and produced MWs for less than four 5-
minute intervals during one or more discrete clock hours during the relevant 
Operating Day, the credits for that resource during the hour it was operated less 
than four 5-minute intervals will be identified as being in the same category (RT 
Credits for Reliability or RT Credits for Deviations) as identified for the 
Operating Reserves for the other discrete clock hours. 

 
(B) If the Office of the Interconnection directs a resource not covered 

by Section 3.2.3(b)(ii)(A) hereof to operate in real-time during an Operating Day, 
the associated balancing Operating Reserve credits, identified as RT Credits for 
Deviations, shall be allocated according to real-time deviations from day-ahead 
schedules.   

 
(iii) PJM shall post on its Web site the aggregate amount of MWs committed 

that meet the criteria referenced in subsections (b)(i) and (b)(ii) hereof. 
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 (c) The sum of the foregoing credits calculated in accordance with Section 3.2.3(b) 
plus any unallocated charges from Section 3.2.3(h) and 5.1.7, and any shortfalls paid pursuant to 
the Market Settlement provision of the Day-ahead Economic Load Response Program, shall be 
the cost of Operating Reserves in the Day-ahead Energy Market. 
 
 (d) The cost of Operating Reserves in the Day-ahead Energy Market shall be 
allocated and charged to each Market Participant in proportion to the sum of its (i) scheduled 
load (net of Behind The Meter Generation expected to be operating, but not to be less than zero) 
and accepted Decrement Bids in the Day-ahead Energy Market in megawatt-hours for that 
Operating Day; and (ii) scheduled energy sales in the Day-ahead Energy Market from within the 
PJM Region to load outside such region in megawatt-hours for that Operating Day, but not 
including its bilateral transactions that are Dynamic Transfers to load outside such area pursuant 
to Section 1.12, except to the extent PJM scheduled resources to provide Black Start service, 
Reactive Services or transfer interface control. The cost of Operating Reserves in the Day-ahead 
Energy Market for resources scheduled to provide Black Start service for the Operating Day 
which resources would not have otherwise been committed in the day-ahead security constrained 
dispatch shall be allocated by ratio share of the monthly transmission use of each Network 
Customer or Transmission Customer serving Zone Load or Non-Zone Load, as determined in 
accordance with the formulas contained in Schedule 6A of the PJM Tariff.  The cost of 
Operating Reserves in the Day-ahead Energy Market for resources scheduled to provide Reactive 
Services or transfer interface control because they are known or expected to be needed to 
maintain system reliability in a Zone during the Operating Day and would not have otherwise 
been committed in the day-ahead security constrained dispatch shall be allocated and charged to 
each Market Participant in proportion to the sum of its real-time deliveries of energy to load (net 
of operating Behind The Meter Generation) in such Zone, served under Network Transmission 
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all 
Market Participants in such Zone. 
 
  (e) At the end of each Operating Day, the following determination shall be made for 
each synchronized pool-scheduled resource of each Market Seller that operates as requested by 
the Office of the Interconnection.  For each calendar day, pool-scheduled resources in the Real-
time Energy Market shall be made whole for each of the following segments:  1) the greater of 
their day-ahead schedules or minimum run time (minimum down time for Demand Resources); 
and 2) any block of hours the resource operates at PJM’s direction in excess of the greater of its 
day-ahead schedule or minimum run time (minimum down time for Demand Resources).  For 
each calendar day, and for each synchronized start of a generation resource or PJM-dispatched 
economic load reduction, there will be a maximum of two segments for each resource.  Segment 
1 will be the greater of the day-ahead schedule and minimum run time (minimum down time for 
Demand Resources) and Segment 2 will include the remainder of the contiguous hours when the 
resource is operating at the direction of the Office of the Interconnection, provided that a 
segment is limited to the Operating Day in which it commenced and cannot include any part of 
the following Operating Day. 
 
A Generation Capacity Resource that operates outside of its unit-specific parameters will not 
receive Operating Reserve Credits nor be made whole for such operation when not dispatched by 
the Office of the Interconnection, unless the Market Seller of the Generation Capacity Resource 
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can justify to the Office of the Interconnection that operation outside of such unit-specific 
parameters was the result of an actual constraint.  Such Market Seller shall provide to the Market 
Monitoring Unit and the Office of the Interconnection its request to receive Operating Reserve 
Credits and/or to be made whole for such operation, along with documentation explaining in 
detail the reasons for operating its resource outside of its unit-specific parameters, within thirty 
calendar days following the issuance of billing statement for the Operating Day.  The Market 
Seller shall also respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection.  The Market Monitoring Unit shall evaluate such request 
for compensation and provide its determination of whether there was an exercise of market 
power to the Office of the Interconnection by no later than twenty-five calendar days after 
receiving the Market Seller’s request for compensation.  The Office of the Interconnection shall 
make its determination whether the Market Seller justified that it is entitled to receive Operating 
Reserve Credits and/or be made whole for such operation of its resource for the day(s) in 
question, by no later than thirty calendar days after receiving the Market Seller’s request for 
compensation. 
 
Credits received pursuant to this section shall be equal to the positive difference between a 
resource’s total offered price for start-up (shutdown costs for Demand Resources) and no-load 
fees and energy, determined on the basis of the resource’s scheduled output, and the total value 
of the resource’s energy in the Day-ahead Energy Market plus any credit or change for quantity 
deviations, at PJM dispatch direction, from the Day-ahead Energy Market during the Operating 
Day at the real-time LMP(s) applicable to the relevant generation bus in the Real-time Energy 
Market.  The foregoing notwithstanding, credits for segment 2 shall exclude start up (shutdown 
costs for Demand Resources) costs for generation resources.  
 
Except as provided in Section 3.2.3(m), if the total offered price exceeds the total value, the 
difference less any credit as determined pursuant to Section 3.2.3(b), and less any amounts 
credited for Synchronized Reserve in excess of the Synchronized Reserve offer plus the 
resource’s opportunity cost, and less any amounts credited for Non-Synchronized Reserve in 
excess of the Non-Synchronized Reserve offer plus the resource’s opportunity cost, and less any 
amounts credited for providing Reactive Services as specified in Section 3.2.3B, and less any 
amounts for Day-ahead Scheduling Reserve in excess of the Day-ahead Scheduling Reserve 
offer plus the resource’s opportunity cost, shall be credited to the Market Seller.  
 
Synchronized Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits 
applied against Operating Reserve credits pursuant to this section shall be netted against the 
Operating Reserve credits earned in the corresponding hour(s) in which the Synchronized 
Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits accrued, 
provided that for condensing combustion turbines, Synchronized Reserve credits will be netted 
against the total Operating Reserve credits accrued during each hour the unit operates in 
condensing and generation mode. 
 
 (f) A Market Seller’s steam-electric generating unit or combined cycle unit operating 
in combined cycle mode that is pool-scheduled (or self-scheduled, if operating according to 
Section 1.10.3 (c) hereof), the output of which is reduced or suspended at the request of the 
Office of the Interconnection due to a transmission constraint or other reliability issue, and for 
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which the hourly integrated, real-time LMP at the unit’s bus is higher than the unit’s offer 
corresponding to the level of output requested by the Office of the Interconnection (as indicated 
either by the desired MWs of output from the unit determined by PJM’s unit dispatch system or 
as directed by the PJM dispatcher through a manual override), shall be credited hourly in an 
amount equal to the product of (A) the deviation of the generating unit’s output necessary to 
follow the Office of the Interconnection’s signals and the generating unit’s expected output level 
if it had been dispatched in economic merit order, times (B) the Locational Marginal Price at the 
generation bus for the generating unit, minus (C) the applicable offer for energy on which the 
generating unit was committed in the Real-time Energy Market, provided that the resulting 
outcome is greater than $0.00.  This equation is represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the level of output for the unit 
determined according to the point on the scheduled offer curve on which the unit was operating 
corresponding to the hourly integrated real time Locational Marginal Price at the unit’s bus and 
adjusted for any Regulation or Tier 2 Synchronized Reserve assignments and limited to the lesser 
of the unit’s Economic Maximum or the unit’s Maximum Facility Output, minus the actual 
hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a market-based schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
 (f-1) A Market Seller’s combustion turbine unit or combined cycle unit operating in 
simple cycle mode that is pool-scheduled (or self-scheduled, if operating according to Section 
1.10.3 (c) hereof), operated as requested by the Office of the Interconnection, shall be 
compensated for lost opportunity cost, and shall be limited to the lesser of the unit’s Economic 
Maximum or the unit’s Maximum Facility Output, if either of the following conditions occur: 
 

(i)  if the unit output is reduced at the direction of the Office of the Interconnection 
and the real time LMP at the unit’s bus is higher than the unit’s offer 
corresponding to the level of output requested by the Office of the Interconnection 
(as directed by the PJM dispatcher), then the Market Seller shall be credited in a 
manner consistent with that described above for a steam unit or combined cycle 
unit operating in combined cycle mode. 

 
(ii)  for each hour a unit is scheduled to produce energy in the Day-ahead Energy 

Market, but the unit is not called on by the Office of the Interconnection and does 
not operate in real time, then the Market Seller shall be credited in an amount 
equal to the higher of:  

 
1) the product of (A) the amount of megawatts committed in the 

Day-ahead Energy Market for the generating unit, and (B) the 
Real-time Price at the generation bus for the generating unit, 
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minus the sum of (C) the applicable offer for energy on which 
the generating unit was committed in the Day-ahead Energy 
Market, inclusive of no-load costs, plus (D) the start-up cost, 
divided by the hours committed for each set of contiguous 
hours for which the unit was scheduled in Day-ahead Energy 
Market.  This equation is represented as (A*B) - (C+D).  The 
startup cost, (D), shall be excluded from this calculation if the 
unit operates in real time following the Office of the 
Interconnection’s direction during any portion of the set of 
contiguous hours for which the unit was scheduled in Day-
ahead Energy Market, or 
 

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

 
 (f-2) A Market Seller’s hydroelectric resource that is pool-scheduled (or self-
scheduled, if operating according to Section 1.10.3 (c) hereof), the output of which is altered at 
the request of the Office of the Interconnection from the schedule submitted by the owner, due to 
a transmission constraint or other reliability issue, shall be compensated for lost opportunity cost 
in the same manner as provided in sections 3.2.2(d) and 3.2.3A(f) and  further detailed in the 
PJM Manuals. 
 
 (f-3) If a Market Seller believes that, due to specific pre-existing binding commitments 
to which it is a party, and that properly should be recognized for purposes of this section, the 
above calculations do not accurately compensate the Market Seller for opportunity cost 
associated with following PJM dispatch instructions and reducing or suspending a unit’s output 
due to a transmission constraint or other reliability issue, then the Office of the Interconnection, 
the Market Monitoring Unit and the individual Market Seller will discuss a mutually acceptable, 
modified amount of opportunity cost compensation, taking into account the specific 
circumstances binding on the Market Seller. Following such discussion, if the Office of the 
Interconnection accepts a modified amount of opportunity cost compensation, the Office of the 
Interconnection shall invoice the Market Seller accordingly.  If the Market Monitoring Unit 
disagrees with the modified amount of opportunity cost compensation, as accepted by the Office 
of the Interconnection, it will exercise its powers to inform the Commission staff of its concerns.  
 

(f-4) A Market Seller’s wind generating unit that is pool-scheduled or self-scheduled, has 
SCADA capability to transmit and receive instructions from the Office of the Interconnection, 
has provided data and established processes to follow PJM basepoints pursuant to the 
requirements for wind generating units as further detailed in this Agreement, the Tariff and the 
PJM Manuals, and which is operating as requested by the Office of the Interconnection, the 
output of which is reduced or suspended at the request of the Office of the Interconnection due to 
a transmission constraint or other reliability issue, and for which the hourly integrated, real-time 
LMP at the unit’s bus is higher than the unit’s offer corresponding to the level of output 
requested by the Office of the Interconnection (as indicated either by the desired MWs of output 



 

Page 258 

from the unit determined by PJM’s unit dispatch system or as directed by the PJM dispatcher 
through a manual override), shall be credited hourly in an amount equal to the product of (A) the 
deviation of the generating unit’s output necessary to follow the Office of the Interconnection’s 
signals and the generating unit’s expected output level if it had been dispatched in economic 
merit order, times (B) the Real-time Price at the generation bus for the generating unit, minus (C) 
the applicable offer for energy on which the generating unit was committed in the Real-time 
Energy Market, provided that the resulting outcome is greater than $0.00.  This equation is 
represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a market-based schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 

 
 (g) The sum of the foregoing credits, plus any cancellation fees paid in accordance 
with Section 1.10.2(d), such cancellation fees to be applied to the Operating Day for which the 
unit was scheduled, plus any shortfalls paid pursuant to the Market Settlement provision of the 
real-time Economic Load Response Program, less any payments received from another Control 
Area for Operating Reserves shall be the cost of Operating Reserves for the Real-time Energy 
Market in each Operating Day. 
 
 (h) The cost of Operating Reserves for the Real-time Energy Market for each 
Operating Day, except those associated with the scheduling of units for Black Start service or 
testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, shall be allocated and 
charged to each Market Participant in proportion to the sum of the absolute values of its (1) load 
deviations (net of operating Behind The Meter Generation) from the Day-ahead Energy Market 
in megawatt-hours during that Operating Day, except as noted in subsection (h)(ii) below and in 
the PJM Manuals; (2) generation deviations (not including deviations in Behind The Meter 
Generation) from the Day-ahead Energy Market for generation resources not following dispatch, 
including External Resources, in megawatt-hours during the Operating Day; (3) deviations from 
the Day-ahead Energy Market for bilateral transactions from outside the PJM Region for 
delivery within such region in megawatt-hours during the Operating Day; and (4) deviations of 
energy sales from the Day-ahead Energy Market from within the PJM Region to load outside 
such region in megawatt-hours during that Operating Day, but not including its bilateral 
transactions that are Dynamic Transfers to load outside such region pursuant to Section 1.12. 
 
The costs associated with scheduling of units for Black Start service or testing of Black Start 
Units shall be allocated by ratio share of the monthly transmission use of each Network Customer 
or Transmission Customer serving Zone Load or Non-Zone Load, as determined in accordance with 
the formulas contained in Schedule 6A of the PJM Tariff. 
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Notwithstanding section (h)(1) above, as more fully set forth in the PJM Manuals, load 
deviations from the Day-ahead Energy Market shall not be assessed Operating Reserves charges 
to the extent attributable to reductions in the load of Price Responsive Demand that is in response 
to an increase in Locational Marginal Price from the Day-ahead Energy Market to the Real-time 
Energy Market and that is in accordance with a properly submitted PRD Curve. 
 
Deviations that occur within a single Zone shall be associated with the Eastern or Western 
Region, as defined in Section 3.2.3(q) of this Schedule, and shall be subject to the regional 
balancing Operating Reserve rate determined in accordance with Section 3.2.3(q).  Deviations at 
a hub shall be associated with the Eastern or Western Region if all the buses that define the hub 
are located in the region.  Deviations at an Interface Pricing Point shall be associated with 
whichever region, the Eastern or Western Region, with which the majority of the buses that 
define that Interface Pricing Point are most closely electrically associated.  If deviations at 
interfaces and hubs are associated with the Eastern or Western region, they shall be subject to the 
regional balancing Operating Reserve rate.  Demand and supply deviations shall be based on 
total activity in a Zone, including all aggregates and hubs defined by buses that are wholly 
contained within the same Zone. 
 
The foregoing notwithstanding, netting deviations shall be allowed in accordance with the 
following provisions: 
 

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

 
(ii) Demand deviations will be assessed by comparing all day-ahead demand 

transactions at a single transmission zone, hub, or interface against the real-time demand 
transactions at that same transmission zone, hub, or interface; except that the positive 
values of demand deviations, as set forth in the PJM Manuals, will not be assessed 
Operating Reserve charges in the event of a Primary Reserve or Synchronized Reserve 
shortage in real-time or where PJM initiates the request for emergency load reductions in 
real-time in order to avoid a Primary Reserve or Synchronized Reserve shortage.   

 
(iii) Supply deviations will be assessed by comparing all day-ahead 

transactions at a single transmission zone, hub, or interface against the real-time 
transactions at that same transmission zone, hub, or interface. 

 
 (i) At the end of each Operating Day, Market Sellers shall be credited on the basis of 
their offered prices for synchronous condensing for purposes other than providing Synchronized 
Reserve or Reactive Services, as well as the credits calculated as specified in Section 3.2.3(b) for 
those generators committed solely for the purpose of providing synchronous condensing for 
purposes other than providing Synchronized Reserve or Reactive Services, at the request of the 
Office of the Interconnection. 
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 (j) The sum of the foregoing credits as specified in Section 3.2.3(i) shall be the cost 
of Operating Reserves for synchronous condensing for the PJM Region for purposes other than 
providing Synchronized Reserve or Reactive Services, or in association with post-contingency 
operation for the Operating Day and shall be separately determined for the PJM Region. 
 
 (k) The cost of Operating Reserves for synchronous condensing for purposes other 
than providing Synchronized Reserve or Reactive Services, or in association with post-
contingency operation for each Operating Day shall be allocated and charged to each Market 
Participant in proportion to the sum of its (i) deliveries of energy to load (net of operating Behind 
The Meter Generation, but not to be less than zero) in the PJM Region, served under Network 
Transmission Service, in megawatt-hours during that Operating Day; and (ii) deliveries of 
energy sales from within the PJM Region to load outside such region in megawatt-hours during 
that Operating Day, but not including its bilateral transactions that are Dynamic Transfers to load 
outside the PJM Region pursuant to Section 1.12, as compared to the sum of all such deliveries 
for all Market Participants. 
 
 (l) For any Operating Day in either, as applicable, the Day-ahead Energy Market or 
the Real-time Energy Market for which, for all or any part of such Operating Day, the Office of 
the Interconnection:  (i) declares a Maximum Generation Emergency; (ii) issues an alert that a 
Maximum Generation Emergency may be declared (“Maximum Generation Emergency Alert”); 
or (iii) schedules units based on the anticipation of a Maximum Generation Emergency or a 
Maximum Generation Emergency Alert, the Operating Reserves credit otherwise provided by 
Section 3.2.3.(b) or Section 3.2.3(e) in connection with market-based offers shall be limited as 
provided in subsections (n) or (m), respectively.  The Office of the Interconnection shall provide 
timely notice on its internet site of the commencement and termination of any of the actions 
described in subsection (i), (ii), or (iii) of this subsection (l) (collectively referred to as “MaxGen 
Conditions”).  Following the posting of notice of the commencement of a MaxGen Condition, a 
Market Seller may elect to submit a cost-based offer in accordance with Schedule 2 of the 
Operating Agreement, in which case subsections (m) and (n) shall not apply to such offer; 
provided, however, that such offer must be submitted in accordance with the deadlines in Section 
1.10 for the submission of offers in the Day-ahead Energy Market or Real-time Energy Market, 
as applicable.  Submission of a cost-based offer under such conditions shall not be precluded by 
Section 1.9.7(b); provided, however, that the Market Seller must return to compliance with 
Section 1.9.7(b) when it submits its bid for the first Operating Day after termination of the 
MaxGen Condition. 
 
 (m) For the Real-time Energy Market, if the Effective Offer Price (as defined below) 
for a market-based offer is greater than $1,000/MWh and greater than the Market Seller’s lowest 
available and applicable cost-based offer, the Market Seller shall not receive any credit for 
Operating Reserves.  For purposes of this subsection (m), the Effective Offer Price shall be the 
amount that, absent subsections (l) and (m), would have been credited for Operating Reserves for 
such Operating Day pursuant to Section 3.2.3(e) plus the Real-time Energy Market revenues for 
the hours that the offer is economic divided by the megawatt hours of energy provided during the 
hours that the offer is economic.  The hours that the offer is economic shall be:  (i) the hours that 
the offer price for energy is less than or equal to the Real-time Price for the relevant generation 
bus, (ii) the hours in which the offer for energy is greater than Locational Marginal Price and the 
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unit is operated at the direction of the Office of the Interconnection that are in addition to any 
hours required due to the minimum run time or other operating constraint of the unit, and (iii) for 
any unit with a minimum run time of one hour or less and with more than one start available per 
day, any hours the unit operated at the direction of the Office of the Interconnection. 
 
 (n) For the Day-ahead Energy Market, if notice of a MaxGen Condition is provided 
prior to 10:30 a.m. on the day before the Operating Day for which transactions are being 
scheduled and the Effective Offer Price for a market-based offer is greater than $1,000/MWh and 
greater than the Market Seller’s lowest available and applicable cost-based offer, the Market 
Seller shall not receive any credit for Operating Reserves.  If notice of a MaxGen Condition is 
provided after 10:30 a.m. on the day before the Operating Day for which transactions are being 
scheduled and the Effective Offer Price is greater than $1,000/MWh, the Market Seller shall 
receive credit for Operating Reserves determined in accordance with Section 3.2.3(b), subject to 
the limit on total compensation stated below.  If the Effective Offer Price is less than or equal to 
$1,000/MWh, regardless of when notice of a MaxGen Condition is provided, the Market Seller 
shall receive credit for Operating Reserves determined in accordance with Section 3.2.3(b), 
subject to the limit on total compensation stated below.  For purposes of this subsection (n), the 
Effective Offer Price shall be the amount that, absent subsections (l) and (n), would have been 
credited for Operating Reserves for such Operating Day divided by the megawatt hours of 
energy offered during the Specified Hours, plus the offer for energy during such hours.  The 
Specified Hours shall be the lesser of:  (1) the minimum run hours stated by the Market Seller in 
its Offer Data; and (2) either (i) for steam-electric generating units and for combined-cycle units 
when such units are operating in combined-cycle mode, the six consecutive hours of highest 
Day-ahead Price during such Operating Day when such units are running or (ii) for combustion 
turbine units and for combined-cycle units when such units are operating in combustion turbine 
mode, the two consecutive hours of highest Day-ahead Price during such Operating Day when 
such units are running.  Notwithstanding any other provision in this subsection, the total 
compensation to a Market Seller on any Operating Day that includes a MaxGen Condition shall 
not exceed $1,000/MWh during the Specified Hours, where such total compensation in each 
such hour is defined as the amount that, absent subsections (l) and (n), would have been credited 
for Operating Reserves for such Operating Day pursuant to Section 3.2.3(b) divided by the 
Specified Hours, plus the Day-ahead Price for such hour, and no Operating Reserves payments 
shall be made for any other hour of such Operating Day.  If a unit operates in real time at the 
direction of the Office of the Interconnection consistently with its day-ahead clearing, then 
subsection (m) does not apply. 
 
 (o) Dispatchable pool-scheduled generation resources and dispatchable self-
scheduled generation resources that follow dispatch shall not be assessed balancing Operating 
Reserve deviations.  Pool-scheduled generation resources and dispatchable self-scheduled 
generation resources that do not follow dispatch shall be assessed balancing Operating Reserve 
deviations in accordance with the calculations described below and in the PJM Manuals.   
 
The Office of the Interconnection shall calculate a ramp-limited desired MW value for 
generation resources where the economic minimum and economic maximum are at least as far 
apart in real-time as they are in day-ahead according to the following parameters: 
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(i) real-time economic minimum <= 105% of day-ahead economic minimum 
or day-ahead economic minimum plus 5 MW, whichever is greater. 

 
(ii) real-time economic maximum >= 95% day-ahead economic maximum or 

day-ahead economic maximum minus 5 MW, whichever is lower. 
 
The ramp-limited desired MW value for a generation resource shall be equal to: 
 
 
 
 
 
 
where: 
 
  1. UDStarget = UDS basepoint for the previous UDS case 
  2. AOutput = Unit’s output at case solution time 
  3. UDSLAtime = UDS look ahead time 
  4. Case_Eff_time = Time between base point changes 
  5. RL_Desired = Ramp-limited desired MW 
 
To determine if a generation resource is following dispatch the Office of the Interconnection 
shall determine the unit’s MW off dispatch and % off dispatch by using the lesser of the 
difference between the actual output and the UDS Basepoint or the actual output and ramp-
limited desired MW value.  The % off dispatch and MW off dispatch will be a time-weighted 
average over the course of an hour.  If the UDS Basepoint and the ramp-limited desired MW for 
the resource are unavailable, the Office of the Interconnection will determine the unit’s MW off 
dispatch and % off dispatch by calculating the lesser of the difference between the actual output 
and the UDS LMP Desired MW. 
 
A pool-scheduled or dispatchable self-scheduled resource is considered to be following dispatch 
if its actual output is between its ramp-limited desired MW value and UDS Basepoint, or if its % 
off dispatch is <= 10, or its hourly integrated Real-time MWh is within 5% or 5 MW (whichever 
is greater) of the hourly integrated ramp-limited desired MW.  A self-scheduled generator must 
also be dispatched above economic minimum.  The degree of deviations for resources that are 
not following dispatch shall be determined in accordance with the following provisions:   
 

• A dispatchable self-scheduled resource that is not dispatched above economic 
minimum shall be assessed balancing Operating Reserve deviations according to the 
following formula: hourly integrated Real-time MWh – Day-Ahead MWh. 

 
• A resource that is dispatchable day-ahead but is Fixed Gen in real-time shall be 

assessed balancing Operating Reserve deviations according to the following formula: 
hourly integrated Real-time MWh – UDS LMP Desired MW. 
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• Pool-scheduled generators that are not following dispatch shall be assessed balancing 
Operating Reserve deviations according to the following formula:  hourly integrated 
Real-time MWh – hourly integrated Ramp-Limited Desired MW. 

 
• If a resource’s real-time economic minimum is greater than its day-ahead economic 

minimum by 5% or 5 MW, whichever is greater, or its real-time economic maximum 
is less than its Day Ahead economic maximum by 5% or 5 MW, whichever is lower, 
and UDS LMP Desired MWh for the hour is either below the real time economic 
minimum or above the real time economic maximum, then balancing Operating 
Reserve deviations for the resource shall be assessed according to the following 
formula:  hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch and its % Off Dispatch is <= 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula:  
hourly integrated Real-time Mwh – hourly integrated Ramp-Limited Desired MW.  If 
deviation value is within 5% or 5 MW (whichever is greater) of Ramp-Limited 
Desired MW, balancing Operating Reserve deviations shall not be assessed. 

 
• If a resource is not following dispatch and its % off Dispatch is > 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula:  
hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch, and the resource has tripped, for the hour the 

resource tripped and the hours it remains offline throughout its day-ahead schedule 
balancing Operating Reserve deviations shall be assessed according to the following 
formula:  hourly integrated Real time MWh – Day-Ahead MWh. 

 
• For resources that are not dispatchable in both the Day-Ahead and Real-time Energy 

Markets balancing Operating Reserve deviations shall be assessed according to the 
following formula:  hourly integrated Real-time MWh - Day-Ahead MWh. 

 
 (o-1) Dispatchable economic load reduction resources that follow dispatch shall not be 
assessed balancing Operating Reserve deviations.  Economic load reduction resources that do not 
follow dispatch shall be assessed balancing Operating Reserve deviations as described in this 
subsection and as further specified in the PJM Manuals.   

The Desired MW quantity for such resources for each hour shall be the hourly integrated MW 
quantity to which the load reduction resource was dispatched for each hour (where the hourly 
integrated value is the average of the dispatched values as determined by the Office of the 
Interconnection for the resource for each hour). 

If the actual reduction quantity for the load reduction resource for a given hour deviates by no 
more than 20% above or below the Desired MW quantity, then no balancing Operating Reserve 
deviation will accrue for that hour.  If the actual reduction quantity for the load reduction 
resource for a given hour is outside the 20% bandwidth, the balancing Operating Reserve 
deviations will accrue for that hour in the amount of the absolute value of (Desired MW – actual 
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reduction quantity).  For those hours where the actual reduction quantity is within the 20% 
bandwidth specified above, the load reduction resource will be eligible to be made whole for the 
total value of its offer as defined n section 3.3A of this Appendix.  Hours for which the actual 
reduction quantity is outside the 20% bandwidth will not be eligible for the make-whole 
payment.  If at least one hour is not eligible for make-whole payment based on the 20% criteria, 
then the resource will also not be made whole for its shutdown cost. 

(p) The Office of the Interconnection shall allocate the charges assessed pursuant to 
Section 3.2.3(h) of Schedule 1 of this Agreement except those associated with the scheduling of 
units for Black Start service or testing of Black Start Units as provided in Schedule 6A of the 
PJM Tariff, to real-time deviations from day-ahead schedules or real-time load share plus exports 
depending on whether the underlying balancing Operating Reserve credits are related to 
resources scheduled during the reliability analysis for an Operating Day, or during the actual 
Operating Day. 
 

(i) For resources scheduled by the Office of the Interconnection during the 
reliability analysis for an Operating Day, the associated balancing Operating Reserve 
charges shall be allocated based on the reason the resource was scheduled according to 
the following provisions: 

 
(A) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to operate 
in real-time to augment the physical resources committed in the Day-ahead 
Energy Market to meet the forecasted real-time load plus the Operating Reserve 
requirement, the associated balancing Operating Reserve charges shall be 
allocated to real-time deviations from day-ahead schedules.   

 
(B) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve charges 
shall be allocated according to ratio share of real time load plus export 
transactions.   

 
(C) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing Operating 
Reserves, the associated balancing Operating Reserve charges shall be allocated 
pursuant to (A) or (B) above.   

 
(ii) For resources scheduled during an Operating Day, the associated 

balancing Operating Reserve charges shall be allocated according to the following 
provisions: 

 
(A) If the Office of the Interconnection directs a resource to operate 

during an Operating Day to provide balancing Operating Reserves, the associated 
balancing Operating Reserve charges shall be allocated according to ratio share of 
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load plus exports.  The foregoing notwithstanding, charges will be assessed 
pursuant to this section only if the LMP at the resource’s bus does not meet or 
exceed the applicable offer of the resource for at least four-5-minute intervals 
during one or more discrete clock hours during each period the resource operated 
and produced MWs during the relevant Operating Day.   If a resource operated 
and produced MWs for less than four 5-minute intervals during one or more 
discrete clock hours during the relevant Operating Day, the charges for that 
resource during the hour it was operated less than four 5-minute intervals will be 
identified as being in the same category as identified for the Operating Reserves 
for the other discrete clock hours. 

 
(B) If the Office of the Interconnection directs a resource not covered 

by Section 3.2.3(h)(ii)(A) of Schedule 1 of this Agreement to operate in real-time 
during an Operating Day, the associated balancing Operating Reserve charges 
shall be allocated according to real-time deviations from day-ahead schedules.  

 
 (q) The Office of the Interconnection shall determine regional balancing Operating 
Reserve rates for the Western and Eastern Regions of the PJM Region.  For the purposes of this 
section, the Western Region shall be the AEP, APS, ComEd, Duquesne, Dayton, ATSI, DEOK, 
EKPC transmission Zones, and the Eastern Region shall be the AEC, BGE, Dominion, 
PENELEC, PEPCO, ME, PPL, JCPL, PECO, DPL, PSEG, RE transmission Zones.  The regional 
balancing Operating Reserve rates shall be determined in accordance with the following 
provisions: 
 

(i) The Office of the Interconnection shall calculate regional adder rates for 
the Eastern and Western Regions.  Regional adder rates shall be equal to the total 
balancing Operating Reserve credits paid to generators for transmission constraints that 
occur on transmission system capacity equal to or less than 345kv.  The regional adder 
rates shall be separated into reliability and deviation charges, which shall be allocated to 
real-time load or real-time deviations, respectively.  Whether the underlying credits are 
designated as reliability or deviation charges shall be determined in accordance with 
Section 3.2.3(p). 

 
(ii) The Office of the Interconnection shall calculate RTO balancing 

Operating Reserve rates.  RTO balancing Operating Reserve rates shall be equal to 
balancing Operating Reserve credits except those associated with the scheduling of units 
for Black Start service or testing of Black Start Units as provided in Schedule 6A of the 
PJM Tariff, in excess of the regional adder rates calculated pursuant to Section 3.2.3(q)(i) 
of Schedule 1 of this Agreement. The RTO balancing Operating Reserve rates shall be 
separated into reliability and deviation charges, which shall be allocated to real-time load 
or real-time deviations, respectively.  Whether the underlying credits are allocated as 
reliability or deviation charges shall be determined in accordance with Section 3.2.3(p). 

 
(iii) Reliability and deviation regional balancing Operating Reserve rates shall 

be determined by summing the relevant RTO balancing Operating Reserve rates and 
regional adder rates. 
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(iv) If the Eastern and/or Western Regions do not have regional adder rates, 

the relevant regional balancing Operating Reserve rate shall be the reliability and/or 
deviation RTO balancing Operating Reserve rate. 

 
(r)  Market Sellers that incur incremental operating costs for a generation resource 

greater than $2,000/MWh, determined in accordance with Schedule 2 of the Operating 
Agreement and PJM Manual 15, will be eligible to receive credit for Operating Reserves upon 
review of the Market Monitoring Unit and the Office of the Interconnection, and approval of the 
Office of the Interconnection.  Market Sellers must submit to the Office of the Interconnection 
and the Market Monitoring Unit all relevant documentation demonstrating the calculation of 
costs greater than $2,000/MWh.  The Office of the Interconnection must approve any Operating 
Reserve credits paid to a Market Seller under this subsection (r).   
 
 
3.2.3A Synchronized Reserve. 
 
 (a) Each Market Participant that is a Load Serving Entity that is not part of an 
agreement to share reserves with external entities subject to the requirements in BAL-002 shall have 
an obligation for hourly Synchronized Reserve equal to its pro rata share of Synchronized 
Reserve requirements for the hour for each Reserve Zone and Reserve Sub-zone of the PJM 
Region, based on the Market Buyer’s total load (net of operating Behind The Meter Generation, 
but not to be less than zero) in such Reserve Zone or Reserve Sub-zone for the hour 
(“Synchronized Reserve Obligation”), less any amount obtained from condensers associated with 
provision of Reactive Services as described in section 3.2.3B(i) and any amount obtained from 
condensers associated with post-contingency operations, as described in section 3.2.3C(b).  
Those entities that participate in an agreement to share reserves with external entities subject to the 
requirements in BAL-002 shall have their reserve obligations determined based on the stipulations in 
such agreement.  A Market Participant that does not meet its hourly Synchronized Reserve 
Obligation shall be charged for the Synchronized Reserve dispatched by the Office of the 
Interconnection to meet such obligation at the Synchronized Reserve Market Clearing Price 
determined in accordance with subsection (d) of this section, plus the amounts, if any, described 
in subsections (g), (h) and (i) of this section. 
 
 (b) A resource supplying Synchronized Reserve at the direction of the Office of the 
Interconnection, in excess of its hourly Synchronized Reserve Obligation, shall be credited as 
follows:  
 

i) Credits for Synchronized Reserve provided by generation resources that 
are then subject to the energy dispatch signals and instructions of the Office of the 
Interconnection and that increase their current output or Demand Resources that reduce 
their load in response to a Synchronized Reserve Event (“Tier 1 Synchronized Reserve”) 
shall be at the Synchronized Energy Premium Price less the hourly integrated real-time 
LMP, with the exception of those hours in which the Non-Synchronized Reserve Market 
Clearing Price for the applicable Reserve Zone or Reserve Sub-zone is not equal to zero.  
During such hours, Tier 1 Synchronized Reserve resources shall be compensated at the 
Synchronized Reserve Market Clearing Price for the applicable Reserve Zone or Reserve 
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Sub-zone for the lesser of the hourly integrated amount of Tier 1 Synchronized Reserve 
attributed to the resource as calculated by the Office of the Interconnection, or the actual 
amount of Tier 1 Synchronized Reserve provided should a Synchronized Reserve Event 
occur. 

 
ii) Credits for Synchronized Reserve provided by generation resources that 

are synchronized to the grid but, at the direction of the Office of the Interconnection, are 
operating at a point that deviates from the Office of the Interconnection energy dispatch 
signals and instructions (“Tier 2 Synchronized Reserve”) shall be the higher of (i) the 
Synchronized Reserve Market Clearing Price or (ii) the sum of (A) the Synchronized 
Reserve offer, and (B) the specific opportunity cost of the generation resource supplying 
the increment of Synchronized Reserve, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals. 

 
iii) Credits for Synchronized Reserve provided by Demand Resources that are 

synchronized to the grid and accept the obligation to reduce load in response to a 
Synchronized Reserve Event initiated by the Office of the Interconnection shall be the 
sum of (i) the higher of (A) the Synchronized Reserve offer or (B) the Synchronized 
Reserve Market Clearing Price and (ii) if a Synchronized Reserve Event is actually 
initiated by the Office of the Interconnection and the Demand Resource reduced its load 
in response to the event, the fixed costs associated with achieving the load reduction, as 
specified in the PJM Manuals. 

 
 (c) The Synchronized Reserve Energy Premium Price is the average of the five-
minute Locational Marginal Prices calculated during the Synchronized Reserve Event plus an 
adder in an amount to be determined periodically by the Office of the Interconnection not less 
than fifty dollars and not to exceed one hundred dollars per megawatt hour. 
 
 (d) The Synchronized Reserve Market Clearing Price shall be determined for each 
Reserve Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of the 
Operating Day.  The hourly Synchronized Reserve Market Clearing Price shall be calculated as 
the average of all 5-minute clearing prices calculated during the operating hour.  Each 5-minute 
clearing price shall be calculated as the marginal cost of serving the next increment of demand 
for Synchronized Reserve in each Reserve Zone or Reserve Sub-zone, inclusive of Synchronized 
Reserve offer prices and opportunity costs.  When the Synchronized Reserve Requirement or 
Extended Synchronized Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be 
met, the 5-minute clearing price shall be at least greater than or equal to the applicable Reserve 
Penalty Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the sum of 
the Reserve Penalty Factors for the Synchronized Reserve Requirement and Primary Reserve 
Requirement  for the Reserve Zone or Reserve Sub-zone.  If the Office of the Interconnection 
has initiated in a Reserve Zone or Reserve Sub-zone either a voltage reduction action as 
described in the PJM Manuals or a manual load dump action as described in the PJM Manuals, 
the 5-minute clearing price shall be the sum of the Reserve Penalty Factors for the Primary 
Reserve Requirement and the Synchronized Reserve Requirement for that Reserve Zone or 
Reserve Sub-zone.  
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The Reserve Penalty Factors for the Synchronized Reserve Requirement shall each be phased in 
as described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

 

The Reserve Penalty Factor for the Extended Synchronized Reserve Requirement shall be 
$300/MWh. 

By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Synchronized Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s). 
 

(e) In determining the 5-minute Synchronized Reserve clearing price, the estimated 
unit-specific opportunity cost for a generation resource shall be equal to the sum of (i) the 
product of (A) the Locational Marginal Price at the generation bus for the generation resource 
times (B) the megawatts of energy used to provide Synchronized Reserve submitted as part of 
the Synchronized Reserve offer and (ii) the product of (A) the deviation of the set point of the 
generation resource that is expected to be required in order to provide Synchronized Reserve 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order times (B) the difference between the Locational Marginal Price at the generation bus for 
the generation resource and the offer price for energy from the generation resource (at the 
megawatt level of the Synchronized Reserve set point for the resource) in the PJM Interchange 
Energy Market when the Locational Marginal Price at the generation bus is greater than the offer 
price for energy from the generation resource.  The opportunity costs for a Demand Resource 
shall be zero. 
   

(f) In determining the credit under subsection (b) to a resource selected to provide 
Tier 2 Synchronized Reserve and that actively follows the Office of the Interconnection’s signals 
and instructions, the unit-specific opportunity cost of a generation resource shall be determined 
for each hour that the Office of the Interconnection requires a generation resource to provide Tier 
2 Synchronized Reserve and shall be equal to the sum of (i) the product of (A) the megawatts of 
energy used by the resource to provide Synchronized Reserve as submitted as part of the 
generation resource’s Synchronized Reserve offer times (B) the Locational Marginal Price at the 
generation bus of the generation resource, and  (ii) the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order, times (B) the difference between the Locational Marginal Price at the 
generation bus for the generation resource and the offer price for energy from the generation 
resource (at the megawatt level of the Synchronized Reserve set point for the generation 
resource) in the PJM Interchange Energy Market when the Locational Marginal Price at the 
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generation bus is greater than the offer price for energy from the generation resource.  The 
opportunity costs for a Demand Resource shall be zero. 
 
 (g) Charges for Tier 1 Synchronized Reserve will be allocated in proportion to the 
amount of Tier 1 Synchronized Reserve applied to each Synchronized Reserve Obligation.  In 
the event Tier 1 Synchronized Reserve is provided by a Market Seller in excess of that Market 
Seller’s Synchronized Reserve Obligation, the remainder of the Tier 1 Synchronized Reserve 
that is not utilized to fulfill the Seller’s obligation will be allocated proportionately among all 
other Synchronized Reserve Obligations. 
 
 (h) Any amounts credited for Tier 2 Synchronized Reserve in an hour in excess of the 
Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to each 
Market Participant that does not meet its hourly Synchronized Reserve Obligation in proportion 
to its purchases of Synchronized Reserve in megawatt-hours during that hour. 
 
 (i) In the event the Office of the Interconnection needs to assign more Tier 2 
Synchronized Reserve during an hour than was estimated as needed at the time the Synchronized 
Reserve Market Clearing Price was calculated for that hour due to a reduction in available Tier 1 
Synchronized Reserve, the costs of the excess Tier 2 Synchronized Reserve shall be allocated 
and charged to those providers of Tier 1 Synchronized Reserve whose available Tier 1 
Synchronized Reserve was reduced from the needed amount estimated during the Synchronized 
Reserve Market Clearing Price calculation, in proportion to the amount of the reduction in Tier 1 
Synchronized Reserve availability. 
 
 (j) In the event a generation resource or Demand Resource that either has been 
assigned by the Office of the Interconnection or self-scheduled to provide Tier 2 Synchronized 
Reserve fails to provide the assigned or self-scheduled amount of Tier 2 Synchronized Reserve 
in response to a Synchronized Reserve Event, the resource will be credited for Tier 2 
Synchronized Reserve capacity in the amount that actually responded for all hours the resource 
was assigned or self-scheduled Tier 2 Synchronized Reserve on the Operating Day during which 
the event occurred. The determination of the amount of Synchronized Reserve credited to a 
resource shall be on an individual resource basis, not on an aggregate basis. 
 
The resource shall refund payments received for Tier 2 Synchronized Reserve it failed to 
provide.  For purposes of determining the amount of the payments to be refunded by a Market 
Participant, the Office of the Interconnection shall calculate the shortfall of Tier 2 Synchronized 
Reserve on an individual resource basis unless the Market Participant had multiple resources that 
were assigned or self-scheduled to provide Tier 2 Synchronized Reserve, in which case the 
shortfall will be determined on an aggregate basis.  For performance determined on an aggregate 
basis, the response of any resource that provided more Tier 2 Synchronized Reserve than it was 
assigned or self-scheduled to provide will be used to offset the performance of other resources 
that provided less Tier 2 Synchronized Reserve than they were assigned or self-scheduled to 
provide during a Synchronized Reserve Event, as calculated in the PJM Manuals.  The 
determination of a Market Participant’s aggregate response shall not be taken into consideration 
in the determination of the amount of Tier 2 Synchronized Reserve credited to each individual 
resource.  
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The amount refunded shall be determined by multiplying the Synchronized Reserve Market 
Clearing Price by the amount of the shortfall of Tier 2 Synchronized Reserve, measured in 
megawatts, for all hours the resource was assigned or self-scheduled to provide Tier 2 
Synchronized Reserve for a period of time immediately preceding the Synchronized Reserve 
Event equal to the lesser of the average number of days between Synchronized Reserve Events, 
or the number of days since the resource last failed to provide the amount of Tier 2 Synchronized 
Reserve it was assigned or self-scheduled to provide in response to a Synchronized Reserve 
Event.  The average number of days between Synchronized Reserve Events for purposes of this 
calculation shall be determined by an annual review of the twenty-four month period ending 
October 31 of the calendar year in which the review is performed, and shall be rounded down to 
a whole day value.  The Office of the Interconnection shall report the results of its annual review 
to stakeholders by no later than December 31, and the average number of days between 
Synchronized Reserve Events shall be effective as of the following January 1.  The refunded 
charges shall be allocated as credits to Market Participants based on its pro rata share of the 
Synchronized Reserve Obligation megawatts less any Tier 1 Synchronized Reserve applied to its 
Synchronized Reserve Obligation in the hour(s) of the Synchronized Reserve Event for the 
Reserve Sub-zone or Reserve Zone, except that Market Participants that incur a refund obligation 
and also have an applicable Synchronized Reserve Obligation during the hour(s) of the 
Synchronized Reserve Event shall not be included in the allocation of such refund credits.  If the 
event spans multiple hours, the refund credits will be prorated hourly based on the duration of 
the event within each clock hour. 
 
 (k) The magnitude of response to a Synchronized Reserve Event by a generation 
resource or a Demand Resource, except for Batch Load Demand Resources covered by section 
3.2.3A(l), is the difference between the generation resource’s output or the Demand Resource’s 
consumption at the start of the event and its output or consumption 10 minutes after the start of 
the event.  In order to allow for small fluctuations and possible telemetry delays, generation 
resource output or Demand Resource consumption at the start of the event is defined as the 
lowest telemetered generator resource output or greatest Demand Resource consumption 
between one minute prior to and one minute following the start of the event.  Similarly, a 
generation resource's output or a Demand Resource's consumption 10 minutes after the event is 
defined as the greatest generator resource output or lowest Demand Resource consumption 
achieved between 9 and 11 minutes after the start of the event.  The response actually credited to 
a generation resource will be reduced by the amount the megawatt output of the generation 
resource falls below the level achieved after 10 minutes by either the end of the event or after 30 
minutes from the start of the event, whichever is shorter.  The response actually credited to a 
Demand Resource will be reduced by the amount the megawatt consumption of the Demand 
Resource exceeds the level achieved after 10 minutes by either the end of the event or after 30 
minutes from the start of the event, whichever is shorter. 
 
 (l) The magnitude of response by a Batch Load Demand Resource that is at the stage 
in its production cycle when its energy consumption is less than the level of megawatts in its 
offer at the start of a Synchronized Reserve Event shall be the difference between (i) the Batch 
Load Demand Resource’s consumption at the end of the Synchronized Reserve Event and (ii) the 
Batch Load Demand Resource’s consumption during the minute within the ten minutes after the 
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end of the Synchronized Reserve Event in which the Batch Load Demand Resource’s 
consumption was highest and for which its consumption in all subsequent minutes within the ten 
minutes was not less than fifty percent of the consumption in such minute; provided that, the 
magnitude of the response shall be zero if, when the Synchronized Reserve Event commences, 
the scheduled off-cycle stage of the production cycle is greater than ten minutes. . 
 
3.2.3A.001  Non-Synchronized Reserve. 
 

(a) Each Market Participant that is a Load Serving Entity that is not part of an 
agreement to share reserves with external entities subject to the requirements in BAL-002 shall have 
an obligation for hourly Non-Synchronized Reserve equal to its pro rata share of Non-
Synchronized Reserve assigned for the hour for each Reserve Zone and Reserve Sub-zone of the 
PJM Region, based on the Market Buyer’s total load (net of operating Behind The Meter 
Generation, but not to be less than zero) in such Reserve Zone and Reserve Sub-zone for the 
hour (“Non-Synchronized Reserve Obligation”).  Those entities that participate in an agreement to 
share reserves with external entities subject to the requirements in BAL-002 shall have their reserve 
obligations determined based on the stipulations in such agreement.  A Market Participant that does 
not meet its hourly Non-Synchronized Reserve Obligation shall be charged for the Non-
Synchronized Reserve dispatched by the Office of the Interconnection to meet such obligation at 
the Non-Synchronized Reserve Market Clearing Price determined in accordance with subsection 
(c) below, plus the amounts, if any, described in subsection (f) below. 
 

(b) Credits for Non-Synchronized Reserve provided by generation resources that are 
not operating for energy at the direction of the Office of the Interconnection specifically for the 
purpose of providing Non-Synchronized Reserve shall be the higher of (i) the Non-Synchronized 
Reserve Market Clearing Price or (ii) the specific opportunity cost of the generation resource 
supplying the increment of Non-Synchronized Reserve, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals.   
 

(c) The Non-Synchronized Reserve Market Clearing Price shall be determined for 
each Reserve Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of 
the Operating Day.  The hourly Non-Synchronized Reserve Market Clearing Price shall be 
calculated as the average of all 5-minute clearing prices calculated during the operating hour.  
Each 5-minute clearing price shall be calculated as the marginal cost of procuring sufficient Non-
Synchronized Reserves and/or Synchronized Reserves in each Reserve Zone or Reserve Sub-
zone inclusive of opportunity costs associated with meeting the Primary Reserve Requirement or 
Extended Primary Reserve Requirement.  When the Primary Reserve Requirement or Extended 
Primary Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor, the 5-minute clearing price for Non-
Synchronized Reserve shall be at least greater than or equal to the applicable Reserve Penalty 
Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the Reserve Penalty 
Factor for the Primary Reserve Requirement for the Reserve Zone or Reserve Sub-zone.  If the 
Office of the Interconnection has initiated in a Reserve Zone or Reserve Sub-zone either a 
voltage reduction action as described in the PJM Manuals or a manual load dump action as 
described in the PJM Manuals, the 5-minute clearing price shall be the Reserve Penalty Factor 
for the Primary Reserve Requirement for that Reserve Zone or Reserve Sub-zone.  
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The Reserve Penalty Factors for the Primary Reserve Requirement shall each be phased in as 
described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

The Reserve Penalty Factor for the Extended Primary Reserve Requirement shall be $300/MWh.  
 
By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Primary Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s).  

 
(d) In determining the 5-minute Non-Synchronized Reserve clearing price, the unit-

specific opportunity cost for a generation resource that is not providing energy because they are 
providing Non-Synchronized Reserves shall be equal to the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order times, (B) the Locational Marginal Price at the generation bus for the 
generation resource, minus (C) the applicable offer for energy from the generation resource in 
the PJM Interchange Energy Market.   
 

(e) In determining the credit under subsection (b) to a resource selected to provide 
Non-Synchronized Reserve and that follows the Office of the Interconnection’s signals and 
instructions, the unit-specific opportunity cost of a generation resource shall be determined for 
each hour that the Office of the Interconnection requires a generation resource to provide Non- 
Synchronized Reserve and shall be equal to the product of (A) the deviation of the generation 
resource’s output necessary to follow the Office of the Interconnection’s signals and instructions 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order, times (B) the Locational Marginal Price at the generation bus for the generation resource, 
minus (C) the applicable offer for energy from the generation resource in the PJM Interchange 
Energy Market.   
 

(f) Any amounts credited for Non-Synchronized Reserve in an hour in excess of the 
Non-Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to 
each Market Participant that does not meet its hourly Non-Synchronized Reserve Obligation in 
proportion to its purchases of Non-Synchronized Reserve in megawatt-hours during that hour. 

 
(g) The magnitude of response to a Non-Synchronized Reserve Event by a generation 

resource is the difference between the generation resource’s output at the start of the event and 
its output 10 minutes after the start of the event.  In order to allow for small fluctuations and 
possible telemetry delays, generation resource output at the start of the event is defined as the 
lowest telemetered generator resource output between one minute prior to and one minute 
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following the start of the event.  Similarly, a generation resource's output 10 minutes after the 
start of the event is defined as the greatest generator resource output achieved between 9 and 11 
minutes after the start of the event.  The response actually credited to a generation resource will 
be reduced by the amount the megawatt output of the generation resource falls below the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter.   

 
(h) In the event a generation resource that has been assigned by the Office of the 

Interconnection to provide Non-Synchronized Reserve fails to provide the assigned amount of 
Non-Synchronized Reserve in response to a Non-Synchronized Reserve Event, the resource will 
be credited for Non-Synchronized Reserve capacity in the amount that actually responded for the 
contiguous hours the resource was assigned Non-Synchronized Reserve during which the event 
occurred. 

 
 
3.2.3A.01  Day-ahead Scheduling Reserves. 
 
 (a) The Office of the Interconnection shall satisfy the Day-ahead Scheduling 
Reserves Requirement by procuring Day-ahead Scheduling Reserves in the Day-ahead 
Scheduling Reserves Market from Day-ahead Scheduling Reserves Resources, provided that 
Demand Resources shall be limited to providing the lesser of any limit established by the 
Reliability First Corporation or SERC, as applicable, or twenty-five percent of the total Day-
ahead Scheduling Reserves Requirement.  Day-ahead Scheduling Reserves Resources that clear 
in the Day-ahead Scheduling Reserves Market shall receive a Day-ahead Scheduling Reserves 
schedule from the Office of the Interconnection for the relevant Operating Day.  PJMSettlement 
shall be the Counterparty to the purchases and sales of Day-ahead Scheduling Reserves in the 
PJM Interchange Energy Market; provided that PJMSettlement shall not be a contracting party to 
bilateral transactions between Market Participants or with respect to a self-schedule or self-
supply of generation resources by a Market Buyer to satisfy its Day-ahead Scheduling Reserves 
Requirement. 
 
 (b) A Day-ahead Scheduling Reserves Resource that receives a Day-ahead 
Scheduling Reserves schedule pursuant to subsection (a) of this section shall be paid the hourly 
Day-ahead Scheduling Reserves Market clearing price for the cleared megawatt quantity of Day-
ahead Scheduling Reserves in each hour of the schedule, subject to meeting the requirements of 
subsection (c) of this section. 
 
 (c) To be eligible for payment pursuant to subsection (b) of this section, Day-ahead 
Scheduling Reserves Resources shall comply with the following provisions: 
 

(i) Generation resources with a start time greater than thirty minutes are 
required to be synchronized and operating at the direction of the Office of the 
Interconnection during the resource’s Day-ahead Scheduling Reserves schedule and shall 
have a dispatchable range equal to or greater than the Day-ahead Scheduling Reserves 
schedule. 
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(ii) Generation resources and Demand Resources with start times or shut-
down times, respectively, equal to or less than 30 minutes are required to respond to 
dispatch directives from the Office of the Interconnection during the resource’s Day-
ahead Scheduling Reserves schedule.  To meet this requirement the resource shall be 
required to start or shut down within the specified notification time plus its start or shut 
down time, provided that such time shall be less than thirty minutes. 

 
(iii) Demand Resources with a Day-ahead Scheduling Reserves schedule shall 

be credited based on the difference between the resource’s MW consumption at the time 
the resource is directed by the Office of the Interconnection to reduce its load (starting 
MW usage) and the resource’s MW consumption at the time when the Demand Resource 
is no longer dispatched by PJM (ending MW usage).  For the purposes of this subsection, 
a resource’s starting MW usage shall be the greatest telemetered consumption between 
one minute prior to and one minute following the issuance of a dispatch instruction from 
the Office of the Interconnection, and a resource’s ending MW usage shall be the lowest 
consumption between one minute before and one minute after a dispatch instruction from 
the Office of the Interconnection that is no longer necessary to reduce. 

 
(iv) Notwithstanding subsection (iii) above, the credit for a Batch Load 

Demand Resource that is at the stage in its production cycle when its energy consumption 
is less than the level of megawatts in its offer at the time the resource is directed by the 
Office of the Interconnection to reduce its load shall be the difference between (i) the 
“ending MW usage” (as defined above) and (ii) the Batch Load Demand Resource’s 
consumption during the minute within the ten minutes after the time of the “ending MW 
usage” in which the Batch Load Demand Resource’s consumption was highest and for 
which its consumption in all subsequent minutes within the ten minutes was not less than 
fifty percent of the consumption in such minute; provided that, the credit shall be zero if, 
at the time the resource is directed by the Office of the Interconnection to reduce its load, 
the scheduled off-cycle stage of the production cycle is greater than the timeframe for 
which the resource was dispatched by PJM. 

 
Resources that do not comply with the provisions of this subsection (c) shall not be eligible to 
receive credits pursuant to subsection (b) of this section. 
 
(d) The hourly credits paid to Day-ahead Scheduling Reserves Resources satisfying the Base 
Day-ahead Scheduling Reserves Requirement (“Base Day-ahead Scheduling Reserves credits”) 
shall equal the ratio of the Base Day-ahead Scheduling Reserves Requirement to the Day-ahead 
Scheduling Reserves Requirement, multiplied by the total credits paid to Day-ahead Scheduling 
Reserves Resources, and are allocated as Base Day-ahead Scheduling Reserves charges per 
paragraph (i) below.  The hourly credits paid to Day-ahead Scheduling Reserve Resources 
satisfying the Additional Day-ahead Scheduling Reserve Requirement (“Additional Day-ahead 
Scheduling Reserves credits”) shall equal the ratio of the Additional Day-ahead Scheduling 
Reserves Requirement to the Day-ahead Scheduling Reserves Requirement, multiplied by the 
total credits paid to Day-ahead Scheduling Reserves Resources and are allocated as Additional 
Day-ahead Scheduling Reserves charges per paragraph (ii) below. 
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(i) A Market Participant’s Base Day-ahead Scheduling Reserves charge is equal to 
the ratio of the Market Participant’s hourly obligation to the total hourly 
obligation of all Market Participants in the PJM Region, multiplied by the Base 
Day-ahead Scheduling Reserves credits. The hourly obligation for each Market 
Participant is a megawatt representation of the portion of the Base Day-ahead 
Scheduling Reserves credits that the Market Participant is responsible for paying 
to PJM.  The hourly obligation is equal to the Market Participant’s load ratio 
share of the total megawatt volume of Base Day-ahead Scheduling Reserves 
resources (described below), based on the Market Participant’s total hourly load 
(net of operating Behind The Meter Generation, but not to be less than zero) to the 
total hourly load of all Market Participants in the PJM Region.  The total 
megawatt volume of Base Day-ahead Scheduling Reserves resources equals the 
ratio of the Base Day-ahead Scheduling Reserves Requirement to the Day-ahead 
Scheduling Reserves Requirement multiplied by the total volume of Day-ahead 
Scheduling Reserves megawatts paid pursuant to paragraph (c) of this section.  A 
Market Participant’s hourly Day-ahead Scheduling Reserves obligation can be 
further adjusted by any Day-ahead Scheduling Reserve bilateral transactions.   

 
(ii)  Additional Day-ahead Scheduling Reserves credits shall be charged hourly to 

Market Participants that are net purchasers in the Day-ahead Energy Market based 
on its positive demand difference ratio share.  The positive demand difference for 
each Market Participant is the difference between its real-time load (net of 
operating Behind The Meter Generation, but not to be less than zero) and cleared 
Demand Bids in the Day-ahead Energy Market, net of cleared Increment Offers 
and cleared Decrement Bids in the Day-ahead Energy Market, when such value is 
positive.  Net purchasers in the Day-ahead Energy Market are those Market 
Participants that have cleared Demand Bids plus cleared Decrement Bids in 
excess of its amount of cleared Increment Offers in the Day-ahead Energy 
Market.  If there are no Market Participants with a positive demand difference, the 
Additional Day-ahead Scheduling Reserves credits are allocated according to 
paragraph (i) above. 

 
 (e) If the Day-ahead Scheduling Reserves Requirement is not satisfied through the 
operation of subsection (a) of this section, any additional Operating Reserves required to meet 
the requirement shall be scheduled by the Office of the Interconnection pursuant to Section 3.2.3 
of Schedule 1 of this Agreement. 
 
3.2.3B Reactive Services. 
 
 (a) A Market Seller providing Reactive Services at the direction of the Office of the 
Interconnection shall be credited as specified below for the operation of its resource.  These 
provisions are intended to provide payments to generating units when the LMP dispatch 
algorithms would not result in the dispatch needed for the required reactive service.  LMP will be 
used to compensate generators that are subject to redispatch for reactive transfer limits. 
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 (b) At the end of each Operating Day, where the active energy output of a Market 
Seller’s resource is reduced or suspended at the request of the Office of the Interconnection for 
the purpose of maintaining reactive reliability within the PJM Region, the Market Seller shall be 
credited according to Sections 3.2.3B(c) & 3.2.3B(d). 
 
 (c) A Market Seller providing Reactive Services from either a steam-electric 
generating unit or combined cycle unit operating in combined cycle mode, where such unit is 
pool-scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) hereof), and 
where the hourly integrated, real time LMP at the unit’s bus is higher than the price offered by 
the Market Seller for energy from the unit at the level of output requested by the Office of the 
Interconnection (as indicated either by the desired MWs of output from the unit determined by 
PJM’s unit dispatch system or as directed by the PJM dispatcher through a manual override) 
shall be compensated for lost opportunity cost by receiving a credit hourly in an amount equal to 
the product of (A) the deviation of the generating unit’s output necessary to follow the Office of 
the Interconnection’s signals and the generating unit’s expected output level if it had been 
dispatched in economic merit order, times (B) the Real-time Price at the generation bus for the 
generating unit, minus (C) the applicable offer for energy on which the generating unit was 
committed in the Real-time Energy Market, provided that the resulting outcome is greater than 
$0.00.  This equation is represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a market-based schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
 (d) A Market Seller providing Reactive Services from either a combustion turbine 
unit or combined cycle unit operating in simple cycle mode that is pool scheduled (or self-
scheduled, if operating according to Section 1.10.3 (c) hereof), operated as requested by the 
Office of the Interconnection, shall be compensated for lost opportunity cost, limited to the lesser 
of the unit’s Economic Maximum or the unit’s Maximum Facility Output, if either of the 
following conditions occur: 
 

(i) if the unit output is reduced at the direction of the Office of the Interconnection 
and the real time LMP at the unit’s bus is higher than the price offered by the Market 
Seller for energy from the unit at the level of output requested by the Office of the 
Interconnection as directed by the PJM dispatcher, then the Market Seller shall be 
credited in a manner consistent with that described above in Section 3.2.3B(c) for a steam 
unit or a combined cycle unit operating in combined cycle mode. 
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(ii) if the unit is scheduled to produce energy in the day-ahead market, but the unit 

is not called on by PJM and does not operate in real time, then the Market Seller shall be 
credited hourly in an amount equal to the higher of (i) {(URTLMP – UDALMP) x DAG, 
or (ii) {(URTLMP – UB) x DAG where: 

 
URTLMP equals the real time LMP at the unit’s bus; 

 
UDALMP equals the day-ahead LMP at the unit’s bus; 

 
DAG equals the day-ahead scheduled unit output for the hour; 

 
UB equals the offer price for the unit determined according to the schedule on 
which the unit was committed day-ahead, unless such schedule was a market-
based schedule and the offer associated with that market-based schedule is less 
than the cost-based offer for the unit, in which case the offer for the unit will be 
determined based on the cost-based schedule; and 

 
where URTLMP - UDALMP and URTLMP – UB shall not be negative. 

 
 (e) At the end of each Operating Day, where the active energy output of a Market 
Seller’s unit is increased at the request of the Office of the Interconnection for the purpose of 
maintaining reactive reliability within the PJM Region and the offered price of the energy is 
above the real-time LMP at the unit’s bus, the Market Seller shall be credited according to 
Section 3.2.3B(f). 
 
 (f) A Market Seller providing Reactive Services from either a steam-electric 
generating unit, combined cycle unit or combustion turbine unit, where such unit is pool 
scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) hereof), and where the 
hourly integrated, real time LMP at the unit’s bus is lower than the price offered by the Market 
Seller for energy from the unit at the level of output requested by the Office of the 
Interconnection (as indicated either by the desired MWs of output from the unit determined by 
PJM’s unit dispatch system or as directed by the PJM dispatcher through a manual override), 
shall receive a credit hourly in an amount equal to {(AG - LMPDMW) x (UB - 
URTLMP)}where: 
 

AG equals the actual hourly integrated output of the unit; 
 

LMPDMW equals the level of output for the unit determined according to the 
point on the scheduled offer curve on which the unit was operating corresponding 
to the hourly integrated real time LMP at the unit’s bus and adjusted for any 
Regulation or Tier 2 Synchronized Reserve assignments; 

 
UB equals the unit offer for that unit for which output is increased, determined 
according to the real time scheduled offer curve on which the unit was operating; 
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URTLMP equals the real time LMP at the unit’s bus; and 
 

where UB - URTLMP shall not be negative.  
 
 (g) A Market Seller providing Reactive Services from a hydroelectric resource where 
such resource is pool scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) 
hereof), and where the output of such resource is altered from the schedule submitted by the 
Market Seller for the purpose of maintaining reactive reliability at the request of the Office of the 
Interconnection, shall be compensated for lost opportunity cost in the same manner as provided 
in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM Manuals. 
 
 (h) If a Market Seller believes that, due to specific pre-existing binding commitments 
to which it is a party, and that properly should be recognized for purposes of this section, the 
above calculations do not accurately compensate the Market Seller for lost opportunity cost 
associated with following the Office of the Interconnection’s dispatch instructions to reduce or 
suspend a unit’s output for the purpose of maintaining reactive reliability, then the Office of the 
Interconnection, the Market Monitoring Unit and the individual Market Seller will discuss a 
mutually acceptable, modified amount of such alternate lost opportunity cost compensation, 
taking into account the specific circumstances binding on the Market Seller.  Following such 
discussion, if the Office of the Interconnection accepts a modified amount of alternate lost 
opportunity cost compensation, the Office of the Interconnection shall invoice the Market Seller 
accordingly.  If the Market Monitoring Unit disagrees with the modified amount of alternate lost 
opportunity cost compensation, as accepted by the Office of the Interconnection, it will exercise 
its powers to inform the Commission staff of its concerns. 
 
 (i) The amount of Synchronized Reserve provided by generating units maintaining 
reactive reliability shall be counted as Synchronized Reserve satisfying the overall PJM 
Synchronized Reserve requirements.  Operators of these generating units shall be notified of 
such provision, and to the extent a generating unit’s operator indicates that the generating unit is 
capable of providing Synchronized Reserve, shall be subject to the same requirements contained 
in Section 3.2.3A regarding provision of Tier 2 Synchronized Reserve.  At the end of each 
Operating Day, to the extent a condenser operated to provide Reactive Services also provided 
Synchronized Reserve, a Market Seller shall be credited for providing synchronous condensing 
for the purpose of maintaining reactive reliability at the request of the Office of the 
Interconnection, in an amount equal to the higher of (i) the hourly Synchronized Reserve Market 
Clearing Price for each hour a generating unit provided synchronous condensing multiplied by 
the amount of Synchronized reserve provided by the synchronous condenser or (ii) the sum of 
(A) the generating unit’s hourly cost to provide synchronous condensing, calculated in 
accordance with the PJM Manuals, (B) the hourly product of MW energy usage for providing 
synchronous condensing multiplied by the real time LMP at the generating unit’s bus, (C) the 
generating unit’s startup-cost of providing synchronous condensing, and (D) the unit-specific lost 
opportunity cost of the generating resource supplying the increment of Synchronized Reserve as 
determined by the Office of the Interconnection in accordance with procedures specified in the 
PJM Manuals. To the extent a condenser operated to provide Reactive Services was not also 
providing Synchronized Reserve, the Market Seller shall be credited only for the generating 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
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of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (l) below. 
 
 (j) A Market Seller’s pool scheduled steam-electric generating unit or combined 
cycle unit operating in combined cycle mode, that is not committed to operate in the Day-ahead 
Market, but that is directed by the Office of the Interconnection to operate solely for the purpose 
of maintaining reactive reliability, at the request of the Office of the Interconnection, shall be 
credited in the amount of the unit’s offered price for start-up and no-load fees.  The unit also 
shall receive, if applicable, compensation in accordance with Sections 3.2.3B(e)-(f). 
 
 (k) The sum of the foregoing credits as specified in Sections 3.2.3B(b)-(j) shall be the 
cost of Reactive Services for the purpose of maintaining reactive reliability for the Operating 
Day and shall be separately determined for each transmission zone in the PJM Region based on 
whether the resource was dispatched for the purpose of maintaining reactive reliability in such 
transmission zone. 
 
 (l) The cost of Reactive Services for the purpose of maintaining reactive reliability in 
a transmission zone in the PJM Region for each Operating Day shall be allocated and charged to 
each Market Participant in proportion to its deliveries of energy to load (net of operating Behind 
The Meter Generation) in such transmission zone, served under Network Transmission Service, 
in megawatt-hours during that Operating Day, as compared to all such deliveries for all Market 
Participants in such transmission zone.   
 
 (m) Generating units receiving dispatch instructions from the Office of the 
Interconnection under the expectation of increased actual or reserve reactive shall inform the 
Office of the Interconnection dispatcher if the requested reactive capability is not achievable.  
Should the operator of a unit receiving such instructions realize at any time during which said 
instruction is effective that the unit is not, or likely would not be able to, provide the requested 
amount of reactive support, the operator shall as soon as practicable inform the Office of the 
Interconnection dispatcher of the unit’s inability, or expected inability, to provide the required 
reactive support, so that the associated dispatch instruction may be cancelled.  PJM Performance 
Compliance personnel will audit operations after-the-fact to determine whether a unit that has 
altered its active power output at the request of the Office of the Interconnection has provided the 
actual reactive support or the reactive reserve capability requested by the Office of the 
Interconnection.  PJM shall utilize data including, but not limited to, historical reactive 
performance and stated reactive capability curves in order to make this determination, and may 
withhold such compensation as described above if reactive support as requested by the Office of 
the Interconnection was not or could not have been provided. 
 
3.2.3C Synchronous Condensing for Post-Contingency Operation. 
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 (a) Under normal circumstances, PJM operates generation out of merit order to 
control contingency overloads when the flow on the monitored element for loss of the contingent 
element (“contingency flow”) exceeds the long-term emergency rating for that facility, typically 
a 4-hour or 2-hour rating.  At times however, and under certain, specific system conditions, PJM 
does not operate generation out of merit order for certain contingency overloads until the 
contingency flow on the monitored element exceeds the 30-minute rating for that facility (“post-
contingency operation”).  In conjunction with such operation, when the contingency flow on 
such element exceeds the long-term emergency rating, PJM operates synchronous condensers in 
the areas affected by such constraints, to the extent they are available, to provide greater 
certainty that such resources will be capable of producing energy in sufficient time to reduce the 
flow on the monitored element below the normal rating should such contingency occur. 
 
 (b) The amount of Synchronized Reserve provided by synchronous condensers 
associated with post-contingency operation shall be counted as Synchronized Reserve satisfying 
the PJM Synchronized Reserve requirements.  Operators of these generation units shall be 
notified of such provision, and to the extent a generation unit’s operator indicates that the 
generation unit is capable of providing Synchronized Reserve, shall be subject to the same 
requirements contained in Section 3.2.3A regarding provision of Tier 2 Synchronized Reserve.  
At the end of each Operating Day, to the extent a condenser operated in conjunction with post-
contingency operation also provided Synchronized Reserve, a Market Seller shall be credited for 
providing synchronous condensing in conjunction with post-contingency operation at the request 
of the Office of the Interconnection, in an amount equal to the higher of (i) the hourly 
Synchronized Reserve Market Clearing Price for each hour a generation resource provided 
synchronous condensing multiplied by the amount of Synchronized Reserve provided by the 
synchronous condenser or (ii) the sum of (A) the generation resource’s hourly cost to provide 
synchronous condensing, calculated in accordance with the PJM Manuals, (B) the hourly product 
of the megawatts of energy used to provide synchronous condensing multiplied by the real-time 
LMP at the generation bus of the generation resource, (C) the generation resource’s start-up cost 
of providing synchronous condensing, and (D) the unit-specific lost opportunity cost of the 
generation resource supplying the increment of Synchronized Reserve as determined by the 
Office of the Interconnection in accordance with procedures specified in the PJM Manuals.  To 
the extent a condenser operated in association with post-contingency constraint control was not 
also providing Synchronized Reserve, the Market Seller shall be credited only for the generation 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (d) below. 
 
 (c) The sum of the foregoing credits as specified in section 3.2.3C(b) shall be the cost 
of synchronous condensers associated with post-contingency operations for the Operating Day 
and shall be separately determined for each transmission zone in the PJM Region based on 
whether the resource was dispatched in association with post-contingency operation in such 
transmission zone. 
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 (d) The cost of synchronous condensers associated with post-contingency operations 
in a transmission zone in the PJM Region for each Operating Day shall be allocated and charged 
to each Market Participant in proportion to its deliveries of energy to load (net of operating 
Behind The Meter Generation) in such transmission zone, served under Network Transmission 
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all 
Market Participants in such transmission zone. 
 
3.2.4 Transmission Congestion Charges. 
 
Each Market Buyer shall be assessed Transmission Congestion Charges as specified in Section 5 
of this Schedule. 
 
3.2.5 Transmission Loss Charges. 
 
Each Market Buyer shall be assessed Transmission Loss Charges as specified in Section 5 of this 
Schedule. 
 
3.2.6 Emergency Energy. 
 
(a) When the Office of the Interconnection has implemented Emergency procedures, 
resources offering Emergency energy are eligible to set real-time Locational Marginal Prices, 
capped at the energy offer cap plus the sum of the applicable Reserve Penalty Factors for the 
Synchronized Reserve Requirement and Primary Reserve Requirement, provided that the 
Emergency energy is needed to meet demand in the PJM Region. 
 
(b) Market Participants shall be allocated a proportionate share of the net cost of Emergency 
energy purchased by the Office of the Interconnection.  Such allocated share during each hour of 
such Emergency energy purchase shall be in proportion to the amount of each Market 
Participant’s real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, 
whenever that deviation increases the Market Participant’s spot market purchases or decreases its 
spot market sales.  This deviation shall not include any reduction or suspension of output of pool 
scheduled resources requested by PJM to manage an Emergency within the PJM Region. 
 
(c) Net revenues in excess of Real-time Prices attributable to sales of energy in connection 
with Emergencies to other Control Areas shall be credited to Market Participants during each 
hour of such Emergency energy sale in proportion to the sum of (i) each Market Participant’s 
real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, whenever that 
deviation increases the Market Participant’s spot market purchases or decreases its spot market 
sales, and (ii) each Market Participant’s energy sales from within the PJM Region to entities 
outside the PJM Region that have been curtailed by PJM. 
 
(d) The net costs or net revenues associated with sales or purchases of hourly energy in 
connection with a Minimum Generation Emergency in the PJM Region, or in another Control 
Area, shall be allocated during each hour of such Emergency sale or purchase to each Market 
Participant in proportion to the amount of each Market Participant’s real-time deviation from its 
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net PJM Interchange in the Day-ahead Market, whenever that deviation increases the Market 
Participant’s spot market sales or decreases its spot market purchases. 
 
3.2.7 Billing. 
 
 (a) PJMSettlement shall prepare a billing statement each billing cycle for each 
Market Buyer in accordance with the charges and credits specified in Sections 3.2.1 through 
3.2.6 of this Schedule, and showing the net amount to be paid or received by the Market Buyer.  
Billing statements shall provide sufficient detail, as specified in the PJM Manuals, to allow 
verification of the billing amounts and completion of the Market Buyer’s internal accounting. 
 
 (b) If deliveries to a Market Buyer that has PJM Interchange meters in accordance 
with Section 14 of the Operating Agreement include amounts delivered for a Market Participant 
that does not have PJM Interchange meters separate from those of the metered Market Buyer, 
PJMSettlement shall prepare a separate billing statement for the unmetered Market Participant 
based on the allocation of deliveries agreed upon between the Market Buyer and the unmetered 
Market Participant specified by them to the Office of the Interconnection.   
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3.3A Economic Load Response Participants. 
 
3.3A.1 Compensation. 
 
Economic Load Response Participants shall be compensated pursuant to Sections 3.3A.5 and/or 
3.3A.6 of this Schedule, for demand reduction offers submitted in the Day-Ahead Energy Market 
or Real-time Energy Market that satisfy the Net Benefits Test of section 3.3A.4; that are 
scheduled by the Office of the Interconnection; and that follow the dispatch instructions of the 
Office of the Interconnection.  Qualifying demand reductions shall be measured by:  1) 
comparing actual metered load to an end-use customer’s Customer Baseline Load or alternative 
CBL determined in accordance with the provisions of Section 3.3A.2 or 3.3A.2.01, respectively; 
or 2) non-interval metered residential Direct Load Control customers, as metered on a current 
statistical sample of electric distribution company accounts, as described in the PJM Manuals or 
3) by the MWs produced by on-Site Generators pursuant to the provisions of Section 3.3A.2.02. 
 
3.3A.2 Customer Baseline Load. 
 
For Economic Load Response Participants that choose to measure demand reductions using an 
end-use customer’s Customer Baseline Load (“CBL”), the CBL shall be determined using the 
following formula for such participant’s Non-Variable Loads.  Additionally, except for the 
months of June through September in the Delivery Year, the following formula shall be used to 
measure an Emergency and Pre-Emergency Load Response participant’s demand reductions 
when determining compliance with its capacity obligations pursuant to Schedule 6 of the RAA, 
unless an alternative CBL is approved pursuant to section 3.3A.2.01 of this schedule: 
 
  (a) The CBL for weekdays shall be the average of the highest 4 out of the 5 most 
recent load weekdays in the 45 calendar day period preceding the relevant load reduction event. 
 
  i.  For the purposes of calculating the CBL for weekdays, weekdays shall not 
include: 
 

1.  NERC holidays; 
 

2.  Weekend days; 
 

3. Event days.  For the purposes of this section an event day shall be either: 
 
(i)  any weekday that an Economic Load Response Participant submits a 

settlement pursuant to Section 3.3A.4 or 3.3A.5, provided that Event Days 
shall exclude such days if the settlement is denied by the relevant LSE or 
electric distribution company or is disallowed by the Office of the 
Interconnection; or 
 
(ii)  any weekday where the end-use customer location that is 

registered in the Economic Load Response program is also 
registered as a Demand Resource, and all end-use customer 
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locations on the relevant Economic Load Response registration 
have been dispatched by PJM during an emergency event. 

 
4. Any weekday where the average daily event period usage is less than 25% 

of the average event period usage for the five days. 
 
  ii.   If a 45-day period does not include 5 weekdays that meet the conditions in 
subsection (a)(i) of this section, provided there are 4 weekdays that meet the conditions in 
subsection (a)(i) of this section, the CBL shall be based on the average of those 4 weekdays.  If 
there are not 4 eligible weekdays, the CBL shall be determined in accordance with subsection 
(iii) of this section. 
 
  iii. Section 3.3A.2(a)(i)(3) notwithstanding, if a 45-day period does not 
include 4 weekdays that meet the conditions in subsection (a)(i) of this section, event days will 
be used as necessary to meet the 4 day requirement to calculate the CBL, provided that any such 
event days shall be the highest load event days within the relevant 45-day period. 
 
 (b) The CBL for weekend days and NERC holidays shall be determined in 
accordance with the following provisions:  
 
  i. The CBL for Saturdays and Sundays/NERC holidays shall be the average 
of the highest 2 load days out of the 3 most recent Saturdays or Sundays/NERC holidays, 
respectively, in the 45 calendar day period preceding the relevant load reduction event, provided 
that the following days shall not be used to calculate a Saturday or Sunday/NERC holiday CBL: 
 

1. Event days.  For the purposes of this section an event day shall be either: 
 

a. any Saturday and Sunday/NERC holiday that an Economic Load 
Response Participant submits a settlement pursuant to Section 3.3A.5 or 
3.3A.6, provided that Event Days shall exclude such days if the settlement 
is denied by the relevant LSE or electric distribution company or is 
disallowed by the Office of the Interconnection; or 
 

b. any Saturday and Sunday/NERC holiday where the end-use customer that 
is registered in the Economic Load Response program is also registered as 
a Demand Resource, and all end-use customer locations on the relevant 
Economic Load Response registration have been dispatched by PJM 
during an emergency event. 

 
2. Any Saturday or Sunday/NERC holiday where the average daily event 

period usage is less than 25% of the average event period usage level for 
the three days; 

 
3. Any Saturday or Sunday/NERC holiday that corresponds to the beginning 

or end of daylight savings. 
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  ii. If a 45-day period does not include 3 Saturdays or 3 Sundays/NERC 
holidays, respectively, that meet the conditions in subsection (b)(i) of this section, provided there 
are 2 Saturdays or Sundays/NERC holidays that meet the conditions in subsection (b)(i) of this 
section, the CBL will be based on the average of those 2 Saturdays or Sundays/NERC holidays.  
If there are not 2 eligible Saturdays or Sundays/NERC holidays, the CBL shall be determined in 
accordance with subsection (iii) of this section. 
 
  iii. Section 3.3A.2(b)(i)(1) notwithstanding, if a 45-day period does not 
include 2 Saturdays or Sundays/NERC holidays, respectively, that meet the conditions in 
subsection (b)(i) of this section, event days will be used as necessary to meet the 2 day 
requirement to calculate the CBL, provided that any such event days shall be the highest load 
event days within the relevant 45-day period. 
 
 (c) CBLs established pursuant to this section shall represent end-use customers’ 
actual load patterns.  If the Office of the Interconnection determines that a CBL or alternative 
CBL does not accurately represent a customer’s actual load patterns, the CBL shall be revised 
accordingly pursuant to Section 3.3A.2.01.  Consistent with this requirement, if 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 upon whose behalf it is acting 
that would result in the adjustment of more than half the hours in the affected party’s Customer 
Baseline Load by twenty percent or more for more than twenty days. 
 
3.3A.2.01 Alternative Customer Baseline Methodologies. 
 
 (a) During the Economic Load Response Participant registration process pursuant to 
Section 1.5A.3 of this Schedule, the relevant Economic Load Response Participant or the Office 
of the Interconnection (“Interested Parties”) may, in the case of such participant’s Non-Variable 
Load customers, and shall, in the case of its Variable Load customers, propose an alternative 
CBL calculation that more accurately reflects the relevant end-use customer’s consumption 
pattern relative to the CBL determined pursuant to Section 3.3A.2.  During the Emergency and 
Pre-Emergency Load Response registration process pursuant to section 8.4 of this schedule, or as 
otherwise approved by the Office of the Interconnection, the relevant participant or the Office of 
the Interconnection may propose an alternative CBL calculation that more accurately reflects the 
relevant end-use customer’s consumption pattern relative to the CBL determined pursuant to 
section 3.3A.2 of this schedule.  In support of such proposal, the participant shall demonstrate 
that the alternative CBL method shall result in an hourly relative root mean square error of 
twenty percent or less compared to actual hourly values, as calculated in accordance with the 
technique specified in the PJM Manuals.  Any proposal made pursuant to this section shall be 
provided to the other Interested Party. 
 
 (b) The Interested Parties shall have 30 days to agree on a proposal issued pursuant to 
subsection (a) of this section.  The 30-day period shall start the day the proposal is provided to 
the other Interested Party.  If both Interested Parties agree on a proposal issued pursuant to this 
section, that alternative CBL calculation methodology shall be effective consistent with the date 
of the relevant Economic Load Response Participant registration.   
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 (c) If agreement is not reached pursuant to subsection (b) of this section, the Office of 
the Interconnection shall determine a CBL methodology that shall result, as nearly as practicable, 
in an hourly relative root mean square error of twenty percent or less compared to actual hourly 
values within 20 days from the expiration of the 30-day period established by subsection (b).  A 
CBL established by the Office of the Interconnection pursuant to this subsection (c) shall be 
binding upon both Interested Parties unless the Interested Parties reach agreement on an 
alternative CBL methodology prior to the expiration of the 20-day period established by this 
subsection (c). 
 
 (d) Operation of this Section 3.3A.2.01 shall not delay Economic Load Response 
Participant registrations pursuant to Section 1.5A.3, provided that the alternative CBL 
established pursuant to this section shall be used for all related energy settlements made pursuant 
to Sections 3.3A.5 and 3.3A.6. 
 
 (e) The Office of the Interconnection shall periodically publish alternative CBL 
methodologies established pursuant to this section in the PJM Manuals. 
 

(f)  Emergency and Pre-Emergency Load Response registrations will use the CBL 
defined on the associated economic registration for measuring demand reductions when 
determining the participant’s compliance with its capacity obligations pursuant to Schedule 6 of 
the RAA, unless it is the maximum baseload CBL as defined in the PJM Manuals, in which case 
the participant will use the CBL set forth in the Emergency or Pre-Emergency Load Response 
registration. 

 
3.3A.2.02 On-Site Generators. 
 
 On-Site Generators used as the basis for Economic Load Response Participant status 
pursuant to Section 1.5A shall be subject to the following provisions: 
 
 i. The On-Site Generator shall be used solely to enable an Economic Load Response 
Participant to provide demand reductions in response to the Locational Marginal Prices in the 
Real-time Energy Market and/or the Day-ahead Energy Market and shall not otherwise have 
been operating; 
 
 ii. If subsection (i) does not apply, the amount of energy from an On-Site Generator 
used to enable an Economic Load Response Participant to provide demand reductions in 
response to the Locational Marginal Prices in the Real-time Energy Market and/or the Day-ahead 
Energy Market shall be capable of being quantified in a manner that is acceptable to the Office 
of the Interconnection. 
 
3.3A.3 Symmetric Additive Adjustment. 
 
 (a) Customer Baseline Levels established pursuant to section 3.3A.2 shall be adjusted  
by the Symmetric Additive Adjustment.  Unless an alternative formula is approved by the Office 
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of the Interconnection, the Symmetric Additive Adjustment shall be calculated using the 
following formula: 
 
Step 1:  Calculate the average usage over the 3 hour period ending 1 hour prior to the start of 
event. 
 
Step 2:  Calculate the average usage over the 3 hour period in the CBL that corresponds to the 3 
hour period described in Step 1. 
 
Step 3:  Subtract the results of Step 2 from the results of Step 1 to determine the symmetric 
additive adjustment (this may be positive or negative).   
 
Step 4:  Add the symmetric additive adjustment (i.e. the results of Step 3) to each hour in the 
CBL that corresponds to each event hour. 
 
 (b) Following a Load Reduction Event that is submitted to the Office of the 
Interconnection for compensation, the Office of the Interconnection shall provide the 
Notification window(s), if applicable, directly metered data and Customer Baseline Load and 
Symmetric Additive Adjustment calculation to the appropriate electric distribution company for 
optional review.  The electric distribution company will have ten Business Days to provide the 
Office of the Interconnection with notification of any issues related to the metered data or 
calculations. 
 
3.3A.4 Net Benefits Test. 
 
The Office of the Interconnection shall identify each month the price on a supply curve, 
representative of conditions expected for that month, at which the benefit of load reductions 
provided by Economic Load Response Participants exceed the costs of those reductions to other 
loads.  In formulaic terms, the net benefit is deemed to be realized at the price point on the 
supply curve where (Delta LMP x MWh consumed) > (LMPNEW x DR), where LMPNEW is the 
market clearing price after Economic Load Response is dispatched and Delta LMP is the price 
before Economic Load Response is dispatched minus the LMPNEW). 
 
The Office of the Interconnection shall update and post the Net Benefits Test results and analysis 
for a calendar month no later than the 15th day of the preceding calendar month.  As more fully 
specified in the PJM Manuals, the Office of the Interconnection shall calculate the net benefit 
price level in accordance with the following steps: 
 
Step 1. Retrieve generation offers from the same calendar month (of the prior calendar year) for 
which the calculation is being performed, employing market-based price offers to the extent 
available, and cost-based offers to the extent market-based price offers are not available. To the 
extent that generation offers are unavailable from historical data due to the addition of a Zone to 
the PJM Region the Office of the Interconnection shall use the most recent generation offers that 
best correspond to the characteristics of the calendar month for which the calculation is being 
performed, provided that at least 30 days of such data is available.  If less than 30 days of data is 
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available for a resource or group of resources, such resource[s] shall not be considered in the Net 
Benefits Test calculation.  
 
Step 2: Adjust a portion of each prior-year offer representing the typical share of fuel costs in 
energy offers in the PJM Region, as specified in the PJM Manuals, for changes in fuel prices 
based on the ratio of the reference month spot price to the study month forward price.  For such 
purpose, natural gas shall be priced at the Henry Hub price, number 2 fuel oil shall be priced at 
the New York Harbor price, and coal shall be priced as a blend of coal prices representative of 
the types of coal typically utilized in the PJM Region.   
 
Step 3. Combine the offers to create daily supply curves for each day in the period. 
 
Step 4. Average the daily curves for each day in the month to form an average supply curve for 
the study month. 
 
Step 5. Use a non-linear least squares estimation technique to determine an equation that 
reasonably approximates and smooths the average supply curve. 
 
Step 6. Determine the net benefit level as the point at which the price elasticity of supply is equal 
to 1 for the estimated supply curve equation established in Step 5.  
 
3.3A.5 Market Settlements in Real-time Energy Market. 
 
 (a) Economic Load Response Participants that submit offers for load reductions in 
the Real-time Energy Market no later than 2:15 p.m. on the day prior to the operating day that 
submitted a day-ahead offer that cleared or that otherwise are dispatched by the Office of the 
Interconnection in the Real-time Energy Market shall be compensated for reducing demand 
based on the actual kWh relief provided in excess of committed day-ahead load reductions.  The 
offer shall contain the Offer Data specified in section 1.10.1A(k) and shall not thereafter be 
subject to change; provided, however, the Economic Load Response Participant may revise the 
previously  specified minimum or maximum load reduction quantity for an operating hour by 
providing notice to the Office of the Interconnection in the form and manner specified in the 
PJM Manuals no later than three hours prior to such operating hour.  Economic Load Response 
Participants may, at their option, combine separately registered loads that have a common 
pricing point into a single portfolio for purposes of offering and dispatching their load reduction 
capability; provided however that any load reductions will continue to be measured and verified 
at the individual registration level prior to aggregation at the portfolio level for purposes of 
energy market and balancing operating reserves settlements.  An Economic Load Response 
Participant that curtails or causes the curtailment of demand in real-time in response to PJM 
dispatch, and for which the applicable real-time LMP is equal to or greater than the threshold 
price established under the Net Benefits Test, will be compensated by PJMSettlement at the real-
time Locational Marginal Price.   
 
 (b) In cases where the demand reduction follows dispatch, as defined in section 
3.2.3(o-1), as instructed by the Office of the Interconnection, and the demand reduction offer 
price is equal to or greater than the threshold price established under the Net Benefits Test, 
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payment will not be less than the total value of the demand reduction bid.  For the purposes of 
this subsection, the total value of a demand reduction bid shall include any submitted start-up 
costs associated with reducing demand, including direct labor and equipment costs and 
opportunity costs and any costs associated with a minimum number of contiguous hours for 
which the demand reduction must be committed. 
 
Any shortfall between the applicable Locational Marginal Price and the total value of the 
demand reduction bid will be made up through normal, real-time operating reserves.  In all cases 
under this subsection, the applicable zonal or aggregate (including nodal) Locational Marginal 
Price shall be used as appropriate for the individual end-use customer. 
 
 (c) For purposes of load reductions qualifying for compensation hereunder, an 
Economic Load Response Participant shall accumulate credits for energy reductions in those 
hours when the energy delivered to the end-use customer is less than the end-use customer’s 
Customer Baseline Load at the applicable Locational Marginal Price for the Real-time 
Settlement Interval.  In the event that the end-use customer’s hourly energy consumption is 
greater than the Customer Baseline Load, the Economic Load Response Participant will 
accumulate debits at the applicable Locational Marginal Price for the Real-time Settlement 
Interval for the amount the end-use customer’s hourly energy consumption is greater than the 
Customer Baseline Load.   If the actual load reduction, compared to the desired load reduction is 
outside the deviation levels specified in section 3.2.3(o) of this Appendix, the Economic Load 
Response Participant shall be assessed balancing operating reserve charges in accordance with 
that section 3.2.3. 
 
 (d) The cost of payments to Economic Load Response Participants under this section 
(excluding any portion of the payments recovered as operating reserves pursuant to subsection 
(b) of this section) for load reductions that are compensated at the applicable full LMP, in any 
Zone for any hour, shall be recovered from Market Participants on a ratio-share basis based on 
their real-time exports from the PJM Region and from Load Serving Entities on a ratio-share 
basis based on their real-time loads in each Zone for which the load-weighted average Locational 
Marginal Price for the hour during which such load reduction occurred is greater than or equal to 
the price determined under the Net Benefits Test for that month, with the ratio shares determined 
as follows: 
 
The ratio share for LSE i in zone z shall be RTLiz/(RTL + X) 
and the ratio share for party j shall be Xj/(RTL + X). 
 
Where: 
 
 RTL is the total real time load in all zones where LMP ≥ Net Benefits Test price; 
 RTLiz is the real-time load for LSE i in zone z; 
 X is the total export quantity from PJM in that hour; and 
 Xj is the export quantity by party j from PJM. 
 
3.3A.6 Market Settlements in the Day-ahead Energy Market. 
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 (a) Economic Load Response Participants dispatched as a result of a qualifying 
demand reduction offer in the Day-ahead Energy Market shall be compensated for reducing 
demand based on the reductions of kWh committed in the Day-ahead Energy Market.  An 
Economic Load Response Participant that submits a demand reduction bid day ahead that is 
accepted by the Office of the Interconnection and for which the applicable day ahead LMP is 
greater than or equal to the Net Benefits Test shall be compensated by PJMSettlement at the day-
ahead Locational Marginal Price.   
 
Economic Load Response Participants may, at their option, combine separately registered loads 
that have a common pricing point into a single portfolio for purposes of offering and dispatching 
their load reduction capability; provided however that any load reductions will continue to be 
measured and verified at the individual registration level prior to aggregation at the portfolio 
level for purposes of energy market and balancing operating reserves settlements. 
 
 (b) Total payments to Economic Load Response Participants for accepted day-ahead 
demand reduction bids with an offer price equal to or greater than the threshold price established 
under the Net Benefits Test that follow the dispatch instructions of the Office of the 
Interconnection will not be less than the total value of the demand reduction bid.  For the 
purposes of this subsection, the total value of a demand reduction bid shall include any submitted 
start-up costs associated with reducing load, including direct labor and equipment costs and 
opportunity costs and any costs associated with a minimum number of contiguous hours for 
which the load reduction must be committed.  Any shortfall between the applicable Locational 
Marginal Price and the total value of the demand reduction bid will be made up through normal, 
day-ahead operating reserves.  In all cases under this subsection, the applicable zonal or 
aggregate (including nodal) Locational Marginal Price shall be used as appropriate for the 
individual end-use customer. 
 
 (c) Economic Load Response Participants that have demand reductions committed in 
the Day-ahead Energy Market that deviate from the day-ahead schedule in real time shall be 
charged or credited for such variance at the real time LMP plus or minus an amount equal to the 
applicable balancing operating reserve charge in accordance with section 3.2.3 of this Appendix.  
Load Serving Entities that otherwise would have load that was reduced shall receive any 
associated operating reserve credit. 
 
 (d) The cost of payments to Economic Load Response Participants for accepted day-
ahead demand reduction bids that are compensated at the applicable full, day ahead LMP under 
this section (excluding any portion of the payments recovered as operating reserves pursuant to 
subsection (b) of this section) for load reductions in any Zone for any hour shall be recovered 
from Market Participants on a ratio-share basis based on their real-time exports from the PJM 
Region and from Load Serving Entities on a ratio-share basis based on their real-time loads in 
each Zone for which the load-weighted average real-time Locational Marginal Price for the hour 
during which such load reduction occurred is greater than or equal to the price determined under 
the Net Benefits Test for that month, in accordance with the formula prescribed in section 
3.3A.5(d). 
 
3.3A.7 Prohibited Economic Load Response Participant Market Settlements. 
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 (a) Settlements pursuant to Sections 3.3A.5 and 3.3A.6 shall be limited to demand 
reductions executed in response to the Locational Marginal Price in the Real-time Energy Market 
and/or the Day-ahead Energy Market that satisfy the Net Benefits Test and are dispatched by the 
Office of the Interconnection. 
 
 (b) Demand reductions that do not meet the requirements of Section 3.3A.7(a) shall 
not be eligible for settlement pursuant to Sections 3.3A.5 and 3.3A.6.  Examples of settlements 
prohibited pursuant to this Section 3.3A.7(b) include, but are not limited to, the following: 
 
  i. Settlements based on variable demand where the timing of the demand 
reduction supporting the settlement did not change in direct response to Locational Marginal 
Prices in the Real-time Energy Market and/or the Day-ahead Energy Market; 
 
  ii. Consecutive daily settlements that are the result of a change in normal 
demand patterns that are submitted to maintain a CBL that no longer reflects the relevant end-use 
customer’s demand; 
 
  iii. Settlements based on On-Site Generator data if the On Site Generation is 
not supporting demand reductions executed in response to the Locational Marginal Price in the 
Real-time Energy Market and/or the Day-ahead Energy Market; 
 
  iv. Settlements based on demand reductions that are the result of operational 
changes between multiple end-use customer sites in the PJM footprint; 
 
  v. Settlements that do not include all hours that the Office of the 
Interconnection dispatched the load reduction, or for which the load reduction cleared in the 
Day-ahead Market. 
 
 (c) The Office of the Interconnection shall disallow settlements for demand 
reductions that do not meet the requirements of Section 3.3A.7(a).  If the Economic Load 
Response Participant continues to submit settlements for demand reductions that do not meet the 
requirements of Section 3.3A.7(a), then the Office of the Interconnection shall suspend the 
Economic Load Response Participant’s PJM Interchange Energy Market activity and refer the 
matter to the FERC Office of Enforcement. 
 
3.3A.8 Economic Load Response Participant Review Process. 
 
 (a) The Office of the Interconnection shall review the participation of an Economic 
Load Response Participant in the PJM Interchange Energy Market under the following 
circumstances: 
 
  i. An Economic Load Response Participant’s registrations submitted 
pursuant to Section 1.5A.3 are disputed more than 10% of the time by any relevant electric 
distribution company(ies) or Load Serving Entity(ies). 
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  ii. An Economic Load Response Participant’s settlements pursuant to 
Sections 3.3A.5 and 3.3A.6 are disputed more than 10% of the time by any relevant electric 
distribution company(ies) or Load Serving Entity(ies). 
 
  iii. An Economic Load Response Participant’s settlements pursuant to 
Sections 3.3A.5 and 3.3A.6 are denied by the Office of the Interconnection more than 10% of the 
time. 
 
  iv. An Economic Load Response Participant’s registration will be reviewed 
when settlements are frequently submitted or if its actual loads frequently deviate from the 
previously scheduled quantities (as determined for purposes of assessing balancing operating 
reserves charges).  PJM will notify the Participant when their registration is under review.  While 
the Participant’s registration is under review by PJM, the Participant may continue economic 
load reductions but all settlements will be denied by PJM until the registration review is resolved 
pursuant to subsection (i) or (ii) below.  PJM will require the Participant to provide information 
within 30 days to support that the settlements were submitted for load reduction activity done in 
response to price and not submitted based on the End-Use Customer’s normal operations. 
 

i) If the Participant is unable to provide adequate supporting 
information to substantiate the load reductions submitted for settlement, 
PJM will terminate the registration and may refer the Participant to either 
the Market Monitoring Unit or the Federal Energy Regulatory 
Commission for further investigation.  

 
ii) If the Participant does provide adequate supporting information, 
the settlements denied by PJM will be resubmitted by the Participant for 
review according to existing PJM market rules.  Further, PJM may 
introduce an alternative Customer Baseline Load if the existing Customer 
Baseline Load does not adequately reflect what the customer load would 
have been absent a load reduction. 

 
  v.  The electric distribution company may only deny settlements during the 
normal settlement review process for inaccurate data including, but not limited to: meter data, 
line loss factor, Customer Baseline Load calculation, interval meter owner and a known 
recurring End-Use Customer outage or holiday.  
 
 (b) The Office of the Interconnection shall have thirty days to conduct a review 
pursuant to this Section 3.3A.8.  The Office of the Interconnection may refer the matter to the 
PJM MMU and/or the FERC Office of Enforcement if the review indicates the relevant 
Economic Load Response Participant and/or relevant electric distribution company or LSE is 
engaging in activity that is inconsistent with the PJM Interchange Energy Market rules governing 
Economic Load Response Participants. 
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3.6 Metering Reconciliation. 
 
3.6.1 Meter Correction Billing. 
 
Metering errors and corrections will be reconciled at the end of each month by a meter correction 
charge (positive or negative).  The monthly meter correction charge for tie meter corrections 
shall be the product of the positive or negative deviation in energy amounts, times the Real-time 
Settlement Interval load weighted average real-time Locational Marginal Price for all intervals of 
that month for all load buses in the PJM Region.  The monthly meter correction charge for 
generator meter corrections shall be the product of the positive or negative deviation in energy 
amounts, times the Real-time Settlement Interval generation weighted average Locational 
Marginal Price at that generator’s bus for all intervals of that month. 
 
3.6.2 Meter Corrections Between Market Participants. 
 
If a Market Participant or the Office of the Interconnection discovers a meter error affecting an 
interchange of energy with another Market Participant and makes the error known to such other 
Market Participant prior to the completion by the Office of the Interconnection of the accounting 
for the interchange, and if both Market Participants are willing to adjust hourly load records to 
compensate for the error and such adjustment does not affect other parties, an adjustment in load 
records may be made by the Market Participants in order to correct for the meter error, provided 
corrected information is furnished to the Office of the Interconnection in accordance with the 
Office of the Interconnection’s accounting deadlines.  No such adjustment may be made if the 
accounting for the Operating Day in which the interchange occurred has been completed by the 
Office of the Interconnection.  If this is not practical, the error shall be accounted for by a 
correction at the end of the billing cycle.  The Market Participants experiencing the error shall 
account for the full amount of the discrepancy and an appropriate debit or credit shall be applied 
to the Market Participants.  For Market Participants that are Electric Distributors that request the 
debit and credit to be further allocated to all Network Service Users in their territory (as 
documented in the PJM Manuals), where all Load Serving Entities in the respective Electric 
Distributor territory agree, the appropriate debit or credit shall be applied among Network 
Service Users in proportion to their deliveries to load served in the applicable territory. 
 
3.6.3 500 kV Meter Errors. 
 
Billing shall be adjusted to account for errors in meters on 500 kV Transmission Facilities within 
the PJM Pre-Expansion Zones (excluding Allegheny Power) or between the PJM Pre-Expansion 
Zones (excluding Allegheny Power) and Allegheny Power.  The Market Participant with the tie 
meter or generator meter experiencing the error shall account for the full amount of the 
discrepancy and an appropriate debit or credit shall be applied among Electric Distributors that 
report hourly net energy flows from metered Tie Lines in the Pre-Expansion Zones (excluding 
Allegheny Power) in proportion to the load consumed in their territories.  The error shall be 
accounted for by a correction at the end of the billing cycle.  For Market Participants that are 
Electric Distributors that request the debit and credit to be further allocated to all Network 
Service Users in their territory (as documented in the PJM Manuals), where all Load Serving 
Entities in the respective Electric Distributor territory agree, the appropriate debit or credit shall 
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be applied among Network Service Users in proportion to their deliveries to load served in the 
applicable territory. 
 
3.6.4 Meter Corrections Between Control Areas. 
 
An error between accounted for and metered interchange between a Party in the PJM Region and 
an entity in a Control Area other than the PJM Region shall be corrected by adjusting the hourly 
meter readings.  If this is not practical, the error shall be accounted for by a correction at the end 
of the billing cycle.  The Market Participant with ties to such other Control Area experiencing 
the error shall account for the full amount of the discrepancy.  However, if the meter correction 
applies to a tie on the 500 kV system between the PJM Pre-Expansion Zones (excluding 
Allegheny Power) and other Control Areas, Electric Distributors that report hourly net energy 
flows from metered Tie Lines in the Pre-Expansion Zones (excluding Allegheny Power) shall 
account for the full amount of the discrepancy in proportion to the load consumed in their 
territories.  The appropriate debit or credit shall be applied  among Network Service Users in 
proportion to their deliveries to load served in the PJM Region.  The Office of the 
Interconnection will adjust the actual interchange between the other Control Area and the PJM 
Region to maintain a proper record of inadvertent energy flow.   
 
3.6.5 Meter Correction Data. 
 
Meter error data shall be submitted to the Office of the Interconnection not later than the last 
Business Day of the month following the end of the monthly billing cycle applicable to the meter 
correction. 
 
3.6.6 Correction Limits. 
 
A Market Participant may not assert a claim for an adjustment in billing as a result of a meter 
error for any error discovered more than two years after the date on which the metering occurred.  
Any claim for an adjustment in billing as a result of a meter error shall be limited to bills for 
transactions occurring in the most recent annual accounting period of the billing Market 
Participant in which the meter error occurred, and the prior annual accounting period. 
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5.2 Transmission Congestion Credit Calculation. 
 
5.2.1 Eligibility.   
 
 (a) Except as provided in Section 5.2.1(b), each FTR Holder shall receive as a 
Transmission Congestion Credit a proportional share of the total Transmission Congestion 
Charges collected for each constrained hour. 
 
 (b) If an Effective FTR Holder between specified delivery and receipt buses acquired 
the Financial Transmission Right in a Financial Transmission Rights auction (the procedures for 
which are set forth in Part 7 of this Schedule 1) and (i) had an Increment Offer and/or Decrement 
Bid that was accepted by the Office of the Interconnection for an applicable hour in the Day-
ahead Energy Market for delivery or receipt at or near delivery or receipt buses of the Financial 
Transmission Right or had an Up-to Congestion Transaction that was accepted by the Office of 
the Interconnection for an applicable hour in the Day-ahead Energy Market for a path at or near 
the path of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Offer, Decrement Bid or Up-to Congestion Transaction is that the difference in 
Locational Marginal Prices in the Day-ahead Energy Market between such delivery and receipt 
buses is greater than the difference in Locational Marginal Prices between such delivery and 
receipt buses in the Real-time Energy Market, then the Market Participant shall not receive any 
Transmission Congestion Credit, associated with such Financial Transmission Right in such 
hour, in excess of one divided by the number of hours in the applicable month multiplied by the 
amount that the Market Participant paid for the Financial Transmission Right in the Financial 
Transmission Rights auction. 
 
 (c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the Financial 
Transmission Right delivery or receipt bus if seventy-five percent or more of the energy injected 
or withdrawn at that bus and which is withdrawn or injected at any other bus is reflected in the 
constrained path between the subject Financial Transmission Right delivery and receipt buses 
that were acquired in the Financial Transmission Rights auction. 
 
 (d) The Market Monitoring Unit shall calculate Transmission Congestion Credits 
pursuant to this section and section VI of Attachment M – Appendix. Nothing in this section 
shall preclude the Market Monitoring Unit from action to recover inappropriate benefits from the 
subject activity if the amount forfeited is less than the benefit derived by the Effective FTR 
Holder. If the Office of the Interconnection agrees with such calculation, then it shall impose the 
forfeiture of the Transmission Congestion Credit accordingly. If the Office of the 
Interconnection does not agree with the calculation, then it shall impose a forfeiture of 
Transmission Congestion Credit consistent with its determination. If the Market Monitoring Unit 
disagrees with the Office of the Interconnection’s determination, it may exercise its powers to 
inform the Commission staff of its concerns and may request an adjustment.  This provision is 
duplicated in section VI of Attachment M – Appendix.  An Effective FTR Holder objecting to 
the application of this rule shall have recourse to the Commission for review of the application of 
the FTR forfeiture rule to its trading activity. 
 
5.2.2 Financial Transmission Rights. 
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 (a) Transmission Congestion Credits will be calculated based upon the Financial 
Transmission Rights held at the time of the constrained hour. Except as provided in subsection 
(e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7.   
 
 (b) The hourly economic value of a Financial Transmission Right Obligation is based 
on the Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right.  The hourly economic value of a Financial Transmission Right Obligation is positive (a 
benefit to the FTR Holder) when the Day-ahead Congestion Price at the point of delivery is 
higher than the Day-ahead Congestion Price at the point of receipt.  The hourly economic value 
of a Financial Transmission Right Obligation is negative (a liability to the FTR Holder) when the 
Day-ahead Congestion Price at the point of receipt is higher than the Day-ahead Congestion 
Price at the point of delivery. 
 
 (c) The hourly economic value of a Financial Transmission Right Option is based on 
the Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right when that difference is positive.  The hourly economic value of a Financial Transmission 
Right Option is positive (a benefit to the FTR Holder) when the Day-ahead Congestion Price at 
the point of delivery is higher than the Day-ahead Congestion Price at the point of receipt. The 
hourly economic value of a Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the FTR Holder) when the Day-ahead Congestion Price at the point of receipt is 
higher than the Day-ahead Congestion Price at the point of delivery. 
 
 (d) In addition to transactions with PJMSettlement in the Financial Transmission 
Rights auctions administered by the Office of the Interconnection, a Financial Transmission 
Right, for its entire tenure or for a specified period, may be sold or otherwise transferred to a 
third party by bilateral agreement, subject to compliance with such procedures as may be 
established by the Office of the Interconnection for verification of the rights of the purchaser or 
transferee. 
 
  (i) Market Participants may enter into bilateral agreements to transfer to a 
third party a Financial Transmission Right, for its entire tenure or for a specified period.  Such 
bilateral transactions shall be reported to the Office of the Interconnection in accordance with 
this Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.   
 
  (ii) For purposes of clarity, with respect to all bilateral transactions for the 
transfer of Financial Transmission Rights, the rights and obligations pertaining to the Financial 
Transmission Rights that are the subject of such a bilateral transaction shall pass to the buyer 
under the bilateral contract subject to the provisions of this Schedule.  Such bilateral transactions 
shall not modify the location or reconfigure the Financial Transmission Rights.  In no event shall 
the purchase and sale of a Financial Transmission Right pursuant to a bilateral transaction 
constitute a transaction with PJMSettlement or a transaction in any auction under this Schedule.   
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  (iii) Consent of the Office of the Interconnection shall be required for a seller 
to transfer to a buyer any Financial Transmission Right Obligation.  Such consent shall be based 
upon the Office of the Interconnection’s assessment of the buyer’s ability to perform the 
obligations, including meeting applicable creditworthiness requirements, transferred in the 
bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 
the title to the Financial Transmission Rights shall not transfer to the third party and the FTR 
Holder shall continue to receive all Transmission Congestion Credits attributable to the Financial 
Transmission Rights and remain subject to all credit requirements and obligations associated 
with the Financial Transmission Rights.   
 
  (iv) A seller under such a bilateral contract shall guarantee and indemnify the 
Office of the Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay 
any charges associated with the transferred Financial Transmission Right and for which payment 
is not made to PJMSettlement by the buyer under such a bilateral transaction.   
 
  (v) All payments and related charges associated with such a bilateral contract 
shall be arranged between the parties to such bilateral contract and shall not be billed or settled 
by PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 
Members will not assume financial responsibility for the failure of a party to perform obligations 
owed to the other party under such a bilateral contract reported to the Office of the 
Interconnection under this Schedule.   
 
  (vi) All claims regarding a default of a buyer to a seller under such a bilateral 
contract shall be resolved solely between the buyer and the seller.   
 
 (e) Network Service Users and Firm Transmission Customers that take service that 
sinks, sources in, or is transmitted through new PJM zones, at their election, may receive a direct 
allocation of Financial Transmission Rights instead of an allocation of Auction Revenue Rights.  
Network Service Users and Firm Transmission Customers may make this election for the 
succeeding two annual FTR auctions after the integration of the new zone into the PJM 
Interchange Energy Market.  Such election shall be made prior to the commencement of each 
annual FTR auction.   For purposes of this election, the Allegheny Power Zone shall be 
considered a new zone with respect to the annual Financial Transmission Right auction in 2003 
and 2004.  Network Service Users and Firm Transmission Customers in new PJM zones that 
elect not to receive direct allocations of Financial Transmission Rights shall receive allocations 
of Auction Revenue Rights.  During the annual allocation process, the Financial Transmission 
Right allocation for new PJM zones shall be performed simultaneously with the Auction 
Revenue Rights allocations in existing and new PJM zones.  Prior to the effective date of the 
initial allocation of FTRs in a new PJM Zone, PJM shall file with FERC, under section 205 of 
the Federal Power Act, the FTRs and ARRs allocated in accordance with sections 5 and 7 of this 
Schedule 1. 
 
 (f) For Network Service Users and Firm Transmission Customers that take service 
that sinks in, sources in, or is transmitted through new PJM zones, that elect to receive direct 
allocations of Financial Transmission Rights, Financial Transmission Rights shall be allocated 
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using the same allocation methodology as is specified for the allocation of Auction Revenue 
Rights in Section 7.4.2 and in accordance with the following:   
 
  (i) Subject to subsection (ii) of this section, all Financial Transmission Rights 
must be simultaneously feasible. If all Financial Transmission Right requests made when 
Financial Transmission Rights are allocated for the new zone are not feasible then Financial 
Transmission Rights are prorated and allocated in proportion to the MW level requested and in 
inverse proportion to the effect on the binding constraints. 
 
  (ii) If any Financial Transmission Right requests that are equal to or less than 
a Network Service User’s Zonal Base Load for the Zone or fifty percent of its transmission 
responsibility for Non-Zone Network Load, or fifty percent of megawatts of firm service 
between the receipt and delivery points of Firm Transmission Customers, are not feasible in the 
annual allocation and auction processes due to system conditions, then PJM shall increase the 
capability limits of the binding constraints that would have rendered the Financial Transmission 
Rights infeasible to the extent necessary in order to allocate such Financial Transmission Rights 
without their being infeasible for all rounds of the annual allocation and auction processes, 
provided that this subsection (ii) shall not apply if the infeasibility is caused by extraordinary 
circumstances.  Additionally, such increased limits shall be included in subsequent modeling 
during the Planning Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights auctions; unless and 
to the extent those system conditions that contributed to infeasibility in the annual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are returned to service during the Planning Year.  In these 
cases, any increase in the capability limits taken under this subsection (ii) during the annual 
process will be removed from subsequent modeling to support any incremental allocations of 
Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 
Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 
feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 
limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
 
For the purposes of this subsection (ii), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause of the infeasibility of such Financial 
Transmission Rights.  Extraordinary circumstances do not include those system conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement.  If PJM allocates Financial Transmission Rights as a result of this 
subsection (ii) that would not otherwise have been feasible, then PJM shall notify Members and 
post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Financial Transmission Rights and (b) any increases in capability limits used to allocate such 
Financial Transmission Rights. 
 
  (iii) In the event that Network Load changes from one Network Service User 
to another after an initial or annual allocation of Financial Transmission Rights in a new zone, 
Financial Transmission Rights will be reassigned on a proportional basis from the Network 
Service User losing the load to the Network Service User that is gaining the Network Load. 
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 (g) At least one month prior to the integration of a new zone into the PJM 
Interchange Energy Market, Network Service Users and Firm Transmission Customers that take 
service that sinks in, sources in, or is transmitted through the new zone, shall receive an initial 
allocation of Financial Transmission Rights that will be in effect from the date of the integration 
of the new zone until the next annual allocation of Financial Transmission Rights and Auction 
Revenue Rights.  Such allocation of Financial Transmission Rights shall be made in accordance 
with Section 5.2.2(f) of this Schedule. 
 
 (h) Reserved. 
   
5.2.3 Target Allocation of Transmission Congestion Credits.   
 
A Target Allocation of Transmission Congestion Credits for each FTR Holder shall be 
determined for each Financial Transmission Right.  Each Financial Transmission Right shall be 
multiplied by the Day-ahead Congestion Price differences for the receipt and delivery points 
associated with the Financial Transmission Right, calculated as the Day-ahead Congestion Price 
at the delivery point(s) minus the Day-ahead Congestion Price at the receipt point(s).  For the 
purposes of calculating Transmission Congestion Credits, the Day-ahead Congestion Price of a 
Zone is calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the 
Zone multiplied by the percent of annual peak load assigned to each node in the Zone.   
Commencing with the 2015/2016 Planning Period, for the purposes of calculating Transmission 
Congestion Credits, the Day-ahead Congestion Price of a Residual Metered Load aggregate is 
calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the Residual 
Metered Load aggregate multiplied by the percent of the annual peak residual load assigned to 
each bus that comprises the Residual Metered Load aggregate.  When the FTR Target Allocation 
is positive, the FTR Target Allocation is a credit to the FTR Holder.  When the FTR Target 
Allocation is negative, the FTR Target Allocation is a debit to the FTR Holder if the FTR is a 
Financial Transmission Right Obligation.  When the FTR Target Allocation is negative, the FTR 
Target Allocation is set to zero if the FTR is a Financial Transmission Right Option.  The total 
Target Allocation for Network Service Users and Transmission Customers for each hour shall be 
the sum of the Target Allocations associated with all of the Network Service Users’ or 
Transmission Customers’ Financial Transmission Rights. 
 
5.2.4 [Reserved.] 
 
5.2.5 Calculation of Transmission Congestion Credits. 
 
 (a) The total of all the positive Target Allocations determined as specified above shall 
be compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy Market.  If the total of the Target 
Allocations is less than or equal to the total of the Transmission Congestion Charges, the 
Transmission Congestion Credit for each entity holding an FTR shall be equal to its Target 
Allocation.  All remaining Transmission Congestion Charges shall be distributed as described 
below in Section 5.2.6 “Distribution of Excess Congestion Charges.” 
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 (b) If the total of the Target Allocations is greater than the total Transmission 
Congestion Charges for the hour resulting from both the Day-ahead Energy Market and the Real-
time Energy Market, each FTR Holder shall be assigned a share of the total Transmission 
Congestion Charges in proportion to its Target Allocations for Financial Transmission Rights 
which have a positive Target Allocation value.  Financial Transmission Rights which have a 
negative Target Allocation value are assigned the full Target Allocation value as a negative 
Transmission Congestion Credit.   
 
 (c) At the end of a Planning Period if all FTR Holders did not receive Transmission 
Congestion Credits equal to their Target Allocations, the Office of the Interconnection shall 
assess a charge equal to the difference between the Transmission Congestion Credit Target 
Allocations for all revenue deficient FTRs and the actual Transmission Congestion Credits 
allocated to those FTR Holders.  A charge assessed pursuant to this section shall also include any 
aggregate charge assessed pursuant to section 7.4.4(c)  of Schedule 1 of this Agreement and shall 
be allocated to all FTR Holders on a pro-rata basis according to the total Target Allocations for 
all FTRs held at any time during the relevant Planning Period.  The charge shall be calculated 
and allocated in accordance with the following methodology: 
 
  1. The Office of the Interconnection shall calculate the total amount of uplift 
required as {[sum of the total monthly deficiencies in FTR Target Allocations for the Planning 
Period + the sum of the ARR Target Allocation deficiencies determined pursuant to section 
7.4.4(c) of Schedule 1 of this Agreement] – [sum of the total monthly excess ARR revenues and 
congestion charges for the Planning Period]}. 
 
  2. For each Market Participant that held an FTR during the Planning Period, the 
Office of the Interconnection shall calculate the total Target Allocation associated with all FTRs 
held by the Market Participant during the Planning Period, provided that, the foregoing 
notwithstanding, if the total Target Allocation for an individual Market Participant calculated 
pursuant to this section is negative the Office of Interconnection shall set the value to zero. 
 
  3. The Office of the Interconnection shall then allocate an uplift charge to each 
Market Participant that held an FTR at any time during the Planning Period in accordance with 
the following formula:  {[total uplift] * [total Target Allocation for all FTRs held by the Market 
Participant at any time during the Planning Period] / [total Target Allocations for all FTRs held 
by all PJM Market Participants at any time during the Planning Period]}. 
 
5.2.6 Distribution of Excess Congestion Charges. 
 
 (a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each FTR Holder in proportion to, but not more than, any deficiency in the share of 
Transmission Congestion Charges received by the FTR Holder during that month as compared to 
its total Target Allocations for the month. 
 
 (b) After the excess Transmission Congestion Charge distribution described in 
Section 5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end 
of a month shall be distributed to each FTR Holder in proportion to, but not more than, any 
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deficiency in the share of Transmission Congestion Charges received by the FTR Holder during 
the current Planning Period, including previously distributed excess Transmission Congestion 
Charges, as compared to its total Target Allocation for the Planning Period. 
 
 (c) Any excess Transmission Congestion Charges remaining at the end of a Planning 
Period shall be distributed to each holder of Auction Revenue Rights in proportion to, but not 
more than, any Auction Revenue Right deficiencies for that Planning Period.   
 
  (d) Any excess Transmission Congestion Charges remaining after a distribution 
pursuant to subsection (c) of this section shall be distributed to all FTR Holders on a pro-rata 
basis according to the total Target Allocations for all FTRs held at any time during the relevant 
Planning Period.  Any allocation pursuant to this subsection (d) shall be conducted in accordance 
with the following methodology: 
 
  1. For each Market Participant that held an FTR during the Planning Period, the 
Office of the Interconnection shall calculate the total Target Allocation associated with all FTRs 
held by the Market Participant during the Planning Period, provided that, the foregoing 
notwithstanding, if the total Target Allocation for an individual Market Participant calculated 
pursuant to this section is negative the Office of the Interconnection shall set the value to zero. 
 
  2. The Office of the Interconnection shall then allocate an excess Transmission 
Congestion Charge credit to each Market Participant that held an FTR at any time during the 
Planning Period in accordance with the following formula:  {[total excess Transmission 
Congestion Charges remaining after distributions pursuant to subsection (a)-(c) of this section] * 
[total Target Allocation for all FTRs held by the Market Participant at any time during the 
Planning Period] / [total Target Allocations for all FTRs held by all PJM Market Participants at 
any time during the Planning Period]}. 
 



 

Page 302 

5.3 Unscheduled Transmission Service (Loop Flow). 
 
 (a) When there are agreements between the LLC and others for compensation to be 
paid or received for unscheduled transmission service (loop flow) into or out of the PJM Region, 
the net compensation received shall be included in the total Transmission Congestion Charges 
that are distributed in accordance with Section 5.2. 
 
 (b) With respect to payments by the Office of the Interconnection to the New York 
Independent System Operator for the installation and operation of phase angle regulating 
facilities at Ramapo to control or limit unscheduled transmission service (loop flow), each of the 
following Transmission Owner with revenue requirements under the PJM Tariff shall pay a share 
of the charges on a transmission revenue requirements ratio share basis:  Allegheny Electric 
Cooperative, Inc., Atlantic City Electric Company, Baltimore Gas and Electric Company, 
Delmarva Power & Light Company, Jersey Central Power & Light Company, Mid-Atlantic 
Interstate Transmission, LLC (but only with respect to transmission revenue requirements 
associated with the Metropolitan Edison Company Zone), PECO Energy Company, 
Pennsylvania Power & Light Company, Potomac Electric Power Company, Public Service 
Electric and Gas Company, Rockland Electric Company, and UGI Utilities, Inc. 
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6.4 Offer Price Caps. 
 
6.4.1 Applicability. 
 
 (a) If, at any time, it is determined by the Office of the Interconnection in accordance 
with Sections 1.10.8 or 6.1 of this Schedule that any generation resource may be dispatched out 
of economic merit order to maintain system reliability as a result of limits on transmission 
capability, the offer prices for energy from such resource shall be capped at the levels specified 
below.  If the Office of the Interconnection is able to do so, such offer prices shall be capped 
only during each hour when the transmission limit affects the schedule of the affected resource, 
and otherwise shall be capped for the entire Operating Day.  The energy offer prices as capped 
shall be used to determine any Locational Marginal Price affected by the offer price of such 
resource and as further limited as described in Sections 2.2 and 2.4 of this Schedule. 
 
 (b) The energy offer price by any generation resource requested to be dispatched in 
accordance with Section 6.3 of this Schedule shall be capped at the levels specified below.  If the 
Office of the Interconnection is able to do so, such offer prices shall be capped only during each 
hour when the affected resource is so scheduled, and otherwise shall be capped for the entire 
Operating Day.  The energy offer prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 
 
 (c) Generation resources subject to an offer price cap shall be paid for energy at the 
applicable Locational Marginal Price. 
 
 (d) [Reserved for Future Use] 
 
 (e) Offer price caps under section 6.4 of this Schedule shall be suspended for a 
generation resource with respect to transmission limit(s) for any hour in which (1) there are not 
three or fewer generation suppliers available for redispatch under subsection (a) that are jointly 
pivotal with respect to such transmission limit(s), and (2) the generation resource’s owner, when 
combined with the two largest other generation suppliers, is not pivotal (“three pivotal supplier 
test”).   
 
 (f) For the purposes of conducting the three pivotal supplier test in subsection (e), the 
following applies: 
 
  (i) All megawatts of available incremental supply for which the power 
distribution factor (“dfax”) has an absolute value equal to or greater than the dfax used by the 
Office of the Interconnection’s system operators when evaluating the impact of generation with 
respect to the constraint (“effective megawatts”) will be included in the available supply analysis 
at costs equal to the cost-based offers of the available incremental supply adjusted for dfax 
(“effective costs”).  The Office of the Interconnection will post on the PJM website the dfax 
value used by operators with respect to a constraint when it varies from three percent. 
 
  (ii) The three pivotal supplier test will include in the definition of the relevant 
market incremental supply up to and including all such supply available at an effective cost equal 
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to 150% of the cost-based clearing price calculated using effective costs and effective megawatts 
and the need for megawatts to solve the constraint. 
 
  (iii) Offer price caps will apply on a generation supplier basis (i.e. not a 
generating unit by generating unit basis) and only the generation suppliers that fail the three 
pivotal supplier test will have their units that are dispatched with respect to the constraint offer 
capped.  A generation supplier for the purposes of this section includes corporate affiliates. 
Supply controlled by a generation supplier or its affiliates by contract with unaffiliated third 
parties or otherwise will be included as supply of that generation supplier; supply owned by a 
generation supplier but controlled by an unaffiliated third party by contract or otherwise will be 
included as supply of that third party.  A generation supplier’s units are offer capped if, when 
combined with the two largest other generation suppliers, the generation supplier is pivotal. 
 
  (iv) In the Day-ahead Energy Market, the Office of the Interconnection shall 
include price sensitive demand, Increment Offers and Decrement Bids as demand or supply, as 
applicable, in the relevant market. 
 
6.4.2 Level. 
 
 (a) The offer price cap shall be one of the amounts specified below, as specified in 
advance by the Market Seller for the affected unit: 
 
  (i) The weighted average Locational Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified number of hours during 
which the resource was dispatched for energy in economic merit order, the specified number of 
hours to be determined by the Office of the Interconnection and to be a number of hours 
sufficient to result in an offer price cap that reflects reasonably contemporaneous competitive 
market conditions for that unit; 
 
  (ii) For offers of $2,000/MWh or less, the incremental operating cost of the 
generation resource as determined in accordance with Schedule 2 of the Operating Agreement 
and the PJM Manuals (“incremental cost”), plus up to 10% of such costs, the sum of which shall 
not exceed $2,000/MWh; and, for offers greater than $2,000/MWh, the incremental cost of the 
generation resource;  
 
  (iii) For units that are frequently offer capped (“Frequently Mitigated Unit” or 
“FMU”), and for which the unit’s market-based offer was greater than its cost based offer, the 
following shall apply: 
 

(a) For units that are offer capped for 60% or more of their run hours, 
but less than 70% of their run hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10% or (ii) incremental cost plus $20 per 
megawatt-hour; 
 
(b) For units that are offer capped for 70% or more of their run hours, 
but less than 80% of their run hours, the offer price cap will be the greater 
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of either  (i) incremental cost plus 10%, or (ii) incremental cost plus $30 
per megawatt-hour; 
 
(c) For units that are offer capped for 80% or more of their run hours, 
the offer price cap will be the greater of either (i) incremental costs plus 
10%; or (ii) incremental cost plus $40 per megawatt-hour. 

 
  (b) For purposes of section 6.4.2(a)(iii), a generating unit shall qualify for the 
specified offer cap upon issuance of written notice from the Market Monitoring Unit, pursuant to 
Section II.A of the Attachment M-Appendix, that it is a “Frequently Mitigated Unit” because it 
meets all of the following criteria: 
 

(i) The unit was offer capped for the applicable percentage of its run hours, 
determined on a rolling 12-month basis, effective with a one month lag.  

 
(ii) The unit’s Projected PJM Market Revenues plus the unit’s PJM capacity 

market revenues on a rolling 12-month basis, divided by the unit’s MW of 
installed capacity (in $/MW-year) are less than its accepted unit specific 
Avoidable Cost Rate (in $/MW-year) (excluding APIR and ARPIR), or its 
default Avoidable Cost Rate (in $/MW-year) if no unit-specific Avoidable 
Cost Rate is accepted for the BRAs for the Delivery Years included in the 
rolling 12-month period, determined pursuant to Sections 6.7 and 6.8 of 
Attachment DD of the Tariff. (The relevant Avoidable Cost Rate is the 
weighted average of the Avoidable Cost Rates for each Delivery Year 
included in the rolling 12-month period, weighted by month.) 

 
(iii) No portion of the unit is included in a FRR Capacity Plan or receiving 

compensation under Part V of the Tariff. 
 
(iv) The unit is internal to the PJM Region and subject only to PJM dispatch. 

 
 (c)  Any generating unit, without regard to ownership, located at the same site as a 
Frequently Mitigated Unit qualifying under Sections 6.4.2(a)(iii) shall become an “Associated 
Unit” upon issuance of written notice from the Market Monitoring Unit pursuant to Section II.A 
of Attachment M-Appendix, that it meets all of the following criteria: 

 
1. The unit has the identical electric impact on the transmission system as the 

FMU; 
 
2. The unit (i) belongs to the same design class (where a design class 

includes generation that is the same size and utilizes the same technology, 
without regard to manufacturer) and uses the identical primary fuel as the 
FMU or (ii) is regularly dispatched by PJM as a substitute for the FMU 
based on differences in cost that result from the currently applicable FMU 
adder; 
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3. The unit (i) has an average daily cost-based offer, as measured over the 
preceding 12-month period, that is less than or equal to the FMU’s 
average daily cost-based offer adjusted to include the currently applicable 
FMU adder or (ii) is regularly dispatched by PJM as a substitute for the 
FMU based on differences in cost that result from the currently applicable 
FMU adder. 

 
 The offer cap for an associated unit shall be equal to the incremental operating cost of 
such unit, as determined in accordance with Schedule 2 of the Operating Agreement and the PJM 
Manuals, plus the applicable percentage adder or dollar per megawatt-hour adder as specified in 
Section 6.4.2(a)(iii)(a), (b), or (c) for the unit with which it is associated. 
 
 (d) Market Participants shall have exclusive responsibility for preparing and 
submitting their offers on the basis of accurate information and in compliance with the FERC 
Market Rules, inclusive of the level of any applicable offer cap, and in no event shall PJM be 
held liable for the consequences of or make any retroactive adjustment to any clearing price on 
the basis of any offer submitted on the basis of inaccurate or non-compliant information. 
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6.6 Minimum Generator Operating Parameters – Parameter Limited Schedules. 
 
 (a) Market Sellers submitting Offer Data for Generation Capacity Resources shall 
submit and be subject to pre-determined limits on cost-based offers, which are always parameter 
limited.   Market Sellers submitting Offer Data for Generation Capacity Resources shall submit 
and be subject to pre-determined limits on market-based offers conforming to parameter 
limitations (“parameter limited schedules”) under the following circumstances: 
 
  (i) The Market Seller fails the three pivotal supplier test.  When this 
subsection applies, the parameter limited schedule shall be the less limiting, i.e. more flexible, of 
the defined parameter limited schedules or the submitted offer parameters. 
 
  (ii) For the 2014/2015 through 2017/2018 Delivery Years, the Office of the 
Interconnection: (i) declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert; or (iii) schedules units based on the anticipation of a Maximum 
Generation Emergency or a Maximum Generation Emergency Alert for all, or any part, of an 
Operating Day. 
 

(iii) For Capacity Performance Resources, the Office of the Interconnection: (i) 
declares a Maximum Generation Emergency; (ii) issues a Maximum Generation Emergency 
Alert, Hot Weather Alert, Cold Weather Alert; or (iii) schedules units based on the anticipation 
of a Maximum Generation Emergency, Maximum Generation Emergency Alert, Hot Weather 
Alert or Cold Weather Alert for all, or any part, of an Operating Day. 
 
  (iv) For Base Capacity Resources, the Office of the Interconnection: (i) 
declares a Maximum Generation Emergency during hot weather operations; (ii) issues a 
Maximum Generation Emergency Alert or Hot Weather Alert during hot weather operations; or 
(iii) schedules units based on the anticipation of a Hot Weather Alert, or a Maximum Generation 
Emergency or Maximum Generation Emergency Alert during hot weather operations, for all, or 
any part, of an Operating Day. 
 
 (b) For the 2014/2015 through 2017/2018 Delivery Years for Generation Capacity 
Resources other than Capacity Performance Resources, and the 2016/2017 through 2019/2020 
Delivery Years for Generation Capacity Resources identified and committed in an FRR Capacity 
Plan, parameter limited schedules shall be defined for the following parameters: 
 

(i)  Turn Down Ratio; 
 
(ii)  Minimum Down Time; 
 
(iii)  Minimum Run Time; 
 
(iv)  Maximum Daily Starts; 
 
(v) Maximum Weekly Starts. 
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For the 2018/2019 and 2019/2020 Delivery Years for Base Capacity Resources during Hot 
Weather Alerts, Emergency Actions during hot weather operations, and when the unit is offer 
capped to maintain system reliability as a result of limits on transmission capability per Section 
6.4 hereof, and for the 2016/2017 Delivery Year and subsequent Delivery Years for Capacity 
Performance Resources during Hot Weather Alerts, Cold Weather Alerts, Emergency Actions, 
and when the unit is offer capped to maintain system reliability as a result of limits on 
transmission capability per Section 6.4 hereof, the Office of the Interconnection shall determine 
the unit-specific achievable operating parameters for each individual unit on the basis of its 
operating design characteristics and other constraints, recognizing that remedial and ongoing 
investment and maintenance may be required to perform on the basis of those characteristics, for 
the following parameters: 
 
  (i) Turn Down Ratio; 
 
  (ii) Minimum Down Time; 
 
  (iii) Minimum Run Time; 
 
  (iv) Maximum Daily Starts; 
 
  (v) Maximum Weekly Starts; 
 
  (vi) Maximum Run Time; 
 
  (vii) Start-up Time; and 
 
  (viii) Notification Time. 
 
These unit-specific values shall apply for the generating unit unless it is operating pursuant to an 
exception from those values under subsection (h) hereof due to operational limitations that 
prevent the unit from meeting the minimum parameters. Throughout the analysis process, the 
Office of the Interconnection shall consult with the Market Monitoring Unit, and consider any 
input received from the Market Monitoring Unit, in its determination of a unit’s unit-specific 
parameter limited schedule values. 
 
In order to make its determination of the unit-specific parameter limited schedule values for a 
unit, the Office of the Interconnection may request that the Capacity Market Seller provide to it 
and the Market Monitoring Unit certain data and documentation as further detailed in the PJM 
Manuals. Once the Office of the Interconnection has made a determination of the unit-specific 
parameter limited schedule values for a unit, those values will remain applicable to the unit until 
such time as the Office of the Interconnection determines that a change is needed based on 
changed operational capabilities of the unit. 
 
A Capacity Market Seller that does not believe its generating unit can meet the unit-specific 
values determined by the Office of the Interconnection due to actual operating constraints, and 
who desires to establish adjusted unit-specific parameters for those units may request adjusted 
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unit-specific parameter limitations. Any such request must be submitted to the Office of the 
Interconnection by no later than the February 28 immediately preceding the first Delivery Year 
for which the adjusted unit-specific parameters are requested to commence.  Capacity Market 
Sellers shall supply, for each generating unit, technical information about the operational limits 
to support the requested parameters, as further detailed in the PJM Manuals.  The Office of the 
Interconnection shall consult with the Market Monitoring Unit, and consider any input received 
from the Market Monitoring Unit, in its determination of a unit’s request for adjusted unit-
specific parameter limited schedule values.  After it has completed its evaluation of the request, 
the Office of the Interconnection shall notify the Capacity Market Seller in writing, with a copy 
to the Market Monitoring Unit, whether the request is approved or denied, by no later than April 
15. The effective date of the request, if approved by the Office of the Interconnection, shall be no 
earlier than June 1.   
 
The operational limitations referenced in this section 6.6 shall be (a) physical operational 
limitations based on the operating design characteristics of the unit, or (b) other actual physical 
constraints, including those based on contractual limits, that are not based on the characteristics 
of the unit.  In order for a contractual or other actual constraint to be deemed a physical 
constraint that can be reflected in its unit-specific parameter limits for a Generation Capacity 
Resource, the Capacity Market Seller must demonstrate that contractual or other actual 
constraint is not simply an economic decision but a physical restriction that could not be 
rectified among any commercial alternatives actually available to it. 
 
 (c) For the 2014/2015 through 2017/2018 Delivery Years, the following table 
specifies default parameter limited schedule values, by technology type, for generating units, no 
portion of which is committed as a Capacity Performance Resource: 
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Parameter Limited Schedule Matrix 

Parameter Minimum 
Down 
Time (Hrs) 

Minimum 
Run Time 
(Hrs) 

Maximum 
Daily Starts 

Maximum 
Weekly Starts 

Turn Down 
Ratio = 
Economic 
Maximum 
MW / 
Economic 
Minimum MW 

Small Frame CT and 
Aero CT Units - Up 
to 29 MW ICAP  

2.0 or Less  2.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium Frame CT 
and Aero CT Units - 
30 MW to 65 MW 
ICAP  

2.0 or Less  3.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium-Large Frame 
CT Units - 65 MW to 
135 MW ICAP  

3.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Large Frame CT 
Units - 135 MW to 
180 MW ICAP  

4.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Combined Cycle 
Units  

4.0 or Less  6.0 or Less  2 or More  11 or More  1.5 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Pre-1985  

7.0 or Less  8.0 or Less  1 or More  7 or More  3.0 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Post-1985  

3.5 or Less  5.5 or Less  2 or More  11 or More  2.0 or More  

      
Sub-Critical Coal 
Units  

9.0 or Less  15.0 or Less  1 or More  5 or More  2.0 or More  

      
Super-Critical Coal 
Units  

84.0  24.0 or Less  1 or More  2 or More  1.5 or More  

 
 (d) For the 2014/2015 through 2017/2018 Delivery Years, upon receipt of proposed 
revised parameter limited schedule values from the Market Monitoring Unit, prepared in 
accordance with the procedures for periodic review included in section II.B.1 of Attachment M - 
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Appendix, the Office of the Interconnection shall file to revise the Parameter Limited Schedule 
Matrix in section 6.6(c) above accordingly. In the event that the Office of the Interconnection 
disagrees with the values proposed for revising the matrix, the Office of the Interconnection shall 
file the values that it determines are appropriate. 
 
 (e) For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring 
Unit shall calculate and provide to Market Sellers default values in accordance with section II.B 
of Attachment M - Appendix. The default values set forth in the table in subsection (c) above 
shall apply for the referenced technology types unless a generating unit is operating pursuant to 
an exception from the default values under subsection (h) due to physical operational limitations 
that prevent the unit from meeting the minimum parameters, or any megawatts of the unit are 
committed as a Capacity Performance Resource in which case the unit-specific or adjusted unit-
specific values for the generating unit determined by the Office of the Interconnection shall 
apply to all megawatts of the generating unit offered into the PJM energy markets.  For 
generating units having the ability to operate on multiple fuels, Market Sellers may submit a 
parameter limited schedule associated with each fuel type.    
 

(f) For the 2016/2017 Delivery Year and subsequent Delivery Years, the following 
additional parameter limits shall apply for Capacity Performance Resources, other than Capacity 
Storage Resources, submitted in the Day-ahead Energy Market or rebidding period that occurs 
after the clearing of the Day-ahead Energy Market for the following Operating Day, and for the 
Real-time Energy Market for the same Operating Day, unless the Capacity Market Seller has 
requested for its Capacity Performance Resource, and the Office of the Interconnection has 
granted, an adjusted unit-specific start-up and/or notification time due to actual operating 
constraints pursuant to the process described in subsection (b) above: 
 

(i) The combined start-up and notification times shall not exceed 24 hours, 
except when a Hot Weather Alert or Cold Weather Alert has been issued; 

 
(ii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

combined start-up and notification times shall not exceed 14 hours;  
 
(iii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

notification time shall not exceed one hour; and, 
 
(iv) When a Hot Weather Alert or Cold Weather Alert has been issued, 

parameters shall be based on the actual operational limitations of the 
Capacity Performance Resource for both its market-based schedules and 
cost-based schedules. 

 
Capacity Storage Resources that clear in a Reliability Pricing Model Auction shall, unless the 
Capacity Market Seller has requested for its Capacity Storage Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and notification time, and/or 
minimum down time, due to actual operating constraints pursuant to the process described in 
subsection (b) above: 
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(i) Have combined start-up and notification times that shall not exceed one 
hour; and, 

 
(ii) Have a minimum down time that shall not exceed one hour. 

 
(g) For the 2018/2019 and 2019/2020 Delivery Years, the following additional 

parameter limits for Base Capacity Resources submitted in the Day-ahead Energy Market or 
rebidding period that occurs after the clearing of the Day-ahead Energy Market for the following 
Operating Day, and for the Real-time Energy Market for the same Operating Day, unless the 
Capacity Market Seller has requested for its Base Capacity Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and/or notification time due to 
actual operating constraints pursuant to the process described in subsection (b) above: 
 

(i) Combined start-up and notification times shall not exceed 48 hours;  
 
(ii) When a Hot Weather Alert has been issued, notification time shall not 

exceed one hour; and, 
 
(iii) When a Hot Weather Alert has been issued, parameters shall be based on 

the actual operational limitations of the Base Capacity Resource for both 
its market-based schedules and cost-based schedules. 

 
(h) If a generating unit is or will become unable to achieve the default or unit-specific 

values determined by the Office of the Interconnection due to actual operating constraints 
affecting the unit, the Capacity Market Seller of that unit may submit a written request for an 
exception to the application of those values.  Exceptions to the parameter limited schedule 
default or unit-specific values shall be categorized as either a one-time temporary exception, 
lasting 30 days or less; a period exception, lasting at least 31 days and no more than one year; or 
a persistent exception, lasting for at least one year.   
 

(i) Temporary Exceptions.  A temporary exception shall be deemed accepted 
without prior review by the Market Monitoring Unit or the Office of the 
Interconnection upon submission by the Market Seller of the generating unit of 
written notification to the Market Monitoring Unit and the Office of the 
Interconnection, at least one Business Day prior to the commencement of the 
exception, and shall automatically commence and terminate on the dates specified 
in such notification, which must be for a period of time lasting 30 days or less, 
unless the termination date is extended pending a request for a period exception or 
shortened due to a change in the physical conditions of the unit such that the 
temporary exception is no longer required. Such Market Seller shall provide to the 
Market Monitoring Unit and the Office of the Interconnection within three days 
following the commencement of the temporary exception its documentation 
explaining in detail the reasons for the temporary exception, and shall also 
respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection within three Business Days after such 
request.  Failure to provide a timely response to such request for additional 
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information shall cause the temporary exception to terminate the following day. 
The Market Seller shall notify the Office of the Interconnection and the Market 
Monitoring Unit in writing of an early termination of a temporary exception due 
to changed physical conditions by no later than one Business Day prior to the 
early termination date.   A temporary exception may only be requested one-time 
for the same physical or actual constraint since an operational constraint that may 
occur more than once should be the subject of a period exception request rather 
than multiple temporary exception requests. 

 
In addition, if a Market Seller is unaware of the need for a period exception prior 
to the February 28 deadline for submitting such requests, the Market Seller may 
utilize the temporary exception process and seek to modify that exception 
pursuant to the process described below. 
. 
 
Modification of Temporary Exceptions. If, prior to the scheduled termination date 
the Market Seller determines that the temporary exception must persist for more 
than 30 days and the Market Seller wants to extend the period for which the 
exception applies, or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the February 28 deadline for submitting such requests 
and the Market Seller has submitted a temporary exception request, it must submit 
to the Market Monitoring Unit and the Office of the Interconnection a written 
request to modify the temporary exception to become a period exception or a 
persistent exception, and provide detailed documentation explaining the reasons 
for the requested modification of the temporary exception.  Market Sellers shall 
supply for each generating unit the required historical unit operating data in 
support of the period or persistent exception request, and if the exception 
requested is based on new physical operating limits for the unit for which some or 
all historical operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the unit to support 
the requested parameters.  Such Market Seller shall respond to additional requests 
for information from the Market Monitoring Unit and the Office of the 
Interconnection within three Business Days after such request.  Such request shall 
be reviewed by the Market Monitoring Unit and must be evaluated by the Office 
of the Interconnection using the same standard utilized to evaluate period 
exception and persistent exception requests.  Per Section II.B of Attachment M-
Appendix, the Market Monitoring Unit shall evaluate the modification request 
and provide its determination of whether the request raises market power 
concerns, and, if so, any modifications that would alleviate those concerns, to the 
Market Seller, with a copy to Office of the Interconnection, by no later than 15 
Business Days from the date of the modification request.  The Office of the 
Interconnection shall provide its determination whether the request complies with 
the Tariff and Manuals by no later than 20 Business Days from the date of the 
modification request. A temporary exception shall be extended and shall not 
terminate until the date on which the Office of the Interconnection issues its 
determination of the modification request.  
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(ii) Period Exceptions and Persistent Exceptions. Market Sellers must submit 
period exception and persistent exception requests to the Market Monitoring Unit 
and the Office of the Interconnection by no later than the February 28 
immediately preceding the twelve month period from June 1 to May 31 during 
which the exception is requested to commence.  Market Sellers shall supply for 
each generating unit the required historical unit operating data in support of the 
period exception or persistent exception request, and if the exception requested is 
based on new physical operational limits for the unit for which some or all 
historical operating data is unavailable, the generating unit may also submit 
technical information about the physical operational limits for exceptions of the 
unit to support the requested parameters.  The Market Monitoring Unit shall 
evaluate such request in accordance with the process set forth in Section II.B of 
Attachment M - Appendix.  A Market Seller (i) must submit a parameter limited 
schedule value consistent with an agreement with the Market Monitoring Unit 
under such process or (ii) if it has not agreed with the Market Monitoring Unit on 
the parameter limited schedule value, may submit its own value to the Office of 
the Interconnection and to the Market Monitoring Unit, by no later than April 8.  
Each exception request must indicate the expected duration of the requested 
exception including the termination date thereof.  The proposed parameter limited 
schedule value submitted by the Market Seller is subject to approval of the Office 
of the Interconnection pursuant to the requirements of the Tariff and the PJM 
Manuals.  The Office of the Interconnection may engage the services of a 
consultant with technical expertise to evaluate the exception request.  After it has 
completed its evaluation of the exception request, the Office of the 
Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, whether the exception request is approved or denied, by 
no later than April 15. The effective date of the exception, if approved by the 
Office of the Interconnection, shall be no earlier than June 1 of the applicable 
Delivery Year.  The Office of the Interconnection’s determination for an 
exception shall continue for the period requested and, if requested, for such longer 
period as the Office of the Interconnection may determine is supported by the 
data.   

 
The Market Seller shall provide written notification to the Market Monitoring 
Unit and the Office of the Interconnection of a material change to the facts relied 
upon by the Market Monitoring Unit and/or the Office of the Interconnection in 
their evaluations of the Market Seller’s request for a period or persistent 
exception.  The Market Monitoring Unit shall provide written notification to the 
Office of the Interconnection and the Market Seller of any change to its 
determination regarding the exception request, based on the material change in 
facts, by no later than 15 Business Days after receipt of such notice. The Office of 
the Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, of any change to its determination regarding the 
exception request, based on the material change in facts, by no later than 20 
Business Days after receipt of the Market Seller’s notice. If the Office of the 
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Interconnection determines that the exception no longer complies with the Tariff 
or Manuals, the following parameter values shall apply to all megawatts of the 
generating unit offered into the PJM energy markets: 
 

(1) for generating units for which no megawatts of the unit are commited as Capacity 
Performance Resources the default values specified in the Parameter Limited Schedule Matrix 
shall apply for the 2016/2017 through 2017/2018 Delivery years,  

 
(2) for generating units for which any megawatts of the unit are committed as a Base 
Capacity Resource and no megawatts are committed as a Capacity Performance Resource, and 
for which no adjusted unit-specific values have been approved by PJM, the Base Capacity 
Resource unit-specific values determined by PJM shall apply for the 2018/2019 and 2019/2020 
Delivery Years, 

 
(3) for generating units for which any megawatts of the unit are committed as a Capacity 
Performance Resource, but for which no adjusted unit-specific values have been approved by 
PJM, the Capacity Performance Resource unit-specific values determined by PJM shall apply for 
the 2016/2017 Delivery Year and subsequent Delivery Years,  

 
(4) for generating units for which any megawatts of the unit are committed as a Base 
Capacity Resource and no megawatts are committed as a Capacity Performance Resource, and 
for which adjusted unit-specific values have been approved by PJM, the Base Capacity Resource 
adjusted unit-specific values shall apply for the 2018/2019 and 2019/2020 Delivery Years, and  

 
(5) for generating units for which any megawatts of the unit are committed as a Capacity 
Performance Resource and for which adjusted unit-specific values have been approved by PJM, 
the Capacity Performance Resource adjusted unit-specific values shall apply for the 2016/2017 
Delivery Year and subsequent Delivery Years.   
 

(i) Notwithstanding the foregoing, the provisions of this Section 6.6 shall only 
pertain to the Offer Data a Market Seller must submit to the Office of the Interconnection for its 
offers into the Day-ahead Energy Market, rebidding period that occurs after the clearing of the 
Day-ahead Energy Market and Real-time Energy Market, and do not affect or change in any way 
a Generation Owner’s obligation under NERC Reliability Standards to notify the Office of the 
Interconnection of its actual or expected actual physical operating conditions during the 
Operating Day. 

 
(j) Notwithstanding anything contrary herein, the unit-specific parameters, adjusted unit-
specific parameters or exception to parameter limited schedule values determined by the Office 
of the Interconnection for a generating unit shall be applicable to that generating unit regardless 
whether there is a change in the owner, operator or Market Seller of the unit because the 
parameter limited schedule values for the unit are determined based on the physical limitations of 
the unit, which should not change merely based on a change in owners, operator or Market 
Seller. Because parameter limited schedule values attach to the generating unit and are not 
owned by a Market Seller of the unit, when there are multiple owners or Market Sellers for a 
generating unit, all owners and Market Sellers shall be bound by the unit-specific parameters, 
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adjusted unit-specific parameters or exception to parameter limited schedule values determined 
by the Office of the Interconnection for the unit. 
 
(k) The provisions of this section 6.6 only apply to Generation Capacity Resources, 
and not to Energy Resources. 
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7.1 Auctions of Financial Transmission Rights. 
 
Annual, periodic and long-term auctions to allow Market Participants to acquire or sell Financial 
Transmission Rights shall be conducted by the Office of the Interconnection in accordance with 
the provisions of this Section.    PJMSettlement shall be the Counterparty to the purchases and 
sales of Financial Transmission Rights arising from such auctions; provided however, that 
PJMSettlement shall not be a contracting party to any subsequent bilateral transfer of Financial 
Transmission Rights between Market Participants.  The conversion of an Auction Revenue Right 
to a Financial Transmission Right pursuant to this section 7 shall not constitute a purchase or sale 
transaction to which PJMSettlement is a contracting party. 

 
7.1.1  Auction Period and Scope of Auctions. 
 
 (a) The periods covered by auctions shall be: (1) the one-year period beginning the 
month after the final round of an annual auction; (2) any single calendar month period remaining 
in the Planning Period that is within the three, or less, month period immediately following the 
month that the monthly auction is conducted; (3) any Planning Period Quarter remaining in the 
Planning Period following the month that the monthly auction is conducted; and (4) the Planning 
Period Balance.  In addition to the period defined in (2) of this subsection, only one of the 
periods defined in (3) or (4) of this subsection will be included in the monthly auction clearing 
until the Office of the Interconnection determines that both of the periods defined in (3) and (4) 
can be solved simultaneously in the same monthly auction process within the timeframe 
specified in Section 7.3.7. With the exception of FTRs allocated pursuant to section 5.2.2 (e) of 
this Schedule and the Financial Transmission Rights awarded as a result of the exercise of the 
conversion option pursuant to section 7.1.1(b) of this Schedule, in the annual auction, the Office 
of the Interconnection, on behalf of PJMSettlement, shall offer for sale the entire Financial 
Transmission Rights capability for the year in four rounds with 25 percent of the capability 
offered in each round.  In the monthly auction, the Office of the Interconnection, on behalf of 
PJMSettlement, shall offer for sale in the auction any remaining Financial Transmission Rights 
capability for the months remaining in the Planning Period after taking into account all of the 
Financial Transmission Rights already outstanding at the time of the auction.  In addition, any 
holder of a Financial Transmission Right for the period covered by an auction may offer such 
Financial Transmission Right for sale in such auction. On-Peak, off-peak and 24-hour FTRs will 
be offered in the annual and monthly auctions.  FTRs will be offered as Financial Transmission 
Right Obligations and Financial Transmission Right Options, provided that such Financial 
Transmission Right Obligations and Financial Transmission Right Options shall be awarded 
based only on the residual system capability that remains after the allocation of Financial 
Transmission Rights pursuant to section 5.2.2(e) and the award of Financial Transmission Rights 
pursuant to section 7.1.1(b) of this Schedule.  Market Participants may bid for and acquire any 
number of Financial Transmission Rights, provided that all Financial Transmission Rights 
awarded are simultaneously feasible with each other and with all Financial Transmission Rights 
outstanding at the time of the auction and not sold into the auction. An ARR holder may self-
schedule an FTR on the same path in the Annual FTR auction according to the rules described in 
the PJM Manuals. 
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 (b) An Auction Revenue Rights holder may convert Auction Revenue Rights to 
Financial Transmission Rights, and such conversion shall not be considered a purchase or sale of 
Financial Transmission Rights in the auction. Such Financial Transmission Rights must (i) have 
the same source and sink points as the Auction Revenue Rights; (ii) be a 24-hour product; and 
(iii) be Financial Transmission Right Obligations.  The Auction Revenue Rights holder must 
inform the Office of the Interconnection in accordance with the procedures established by the 
Office of the Interconnection that it intends to exercise the conversion option prior to close of 
round one of the annual Financial Transmission Rights auction.  Once the conversion option is 
exercised, it will remain in effect for the entire Financial Transmission Rights auction. The 
Office of the Interconnection will designate twenty-five percent of the megawatt amount of the 
Auction Revenue Rights to be converted as price-taker bids in each of the four rounds of the 
Financial Transmission Rights auction.    
 
An Auction Revenue Rights holder that converts its Auction Revenue Rights may not designate a 
price bid for its converted Financial Transmission Rights and will receive a price equal to the 
clearing price set by other bids in the annual Financial Transmission Right auction.  To the 
extent a market participant seeks to obtain FTRs in the annual auction through such conversion, 
the FTRs sought will not be included in the calculation of such market participant’s credit 
requirement for such annual FTR auction. 
 
7.1.2  Frequency and Time of Auctions. 
 
Subject to section 7.1.1 of this Schedule, annual Financial Transmission Rights auctions shall 
offer the entire FTR capability of the PJM system in four rounds with 25 percent of the 
capability offered in each round.  All four rounds of the annual Financial Transmission Rights 
auction shall occur within the two-month period (April – May) preceding the start of the PJM 
Planning Period.  Each round shall occur over five Business Days and shall be conducted 
sequentially.  Each round shall begin with the bid and offer period.  The bid and offer period for 
annual Financial Transmission Rights auctions shall be open for three consecutive Business 
Days, opening the first day at 12:00 midnight (Eastern Prevailing Time) and closing the third day 
at 5:00 p.m. (Eastern Prevailing Time).  Monthly, Financial Transmission Rights auctions shall 
be held each month.  The bid and offer period for monthly Financial Transmission Rights 
auctions shall be open for three consecutive Business Days in the month preceding the first 
month for which Financial Transmission Rights are being auctioned, opening the first day at 
12:00 midnight (Eastern Prevailing Time) and closing the third day at 5:00 PM (Eastern 
Prevailing Time). 
 
7.1.3  Duration of Financial Transmission Rights. 
 
Each Financial Transmission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transmission Congestion Charges for the period that was specified 
in the corresponding auction.
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7.1A Long-Term Financial Transmission Rights Auctions. 
 
7.1A.1 Auctions. 
 
 (i) Subsequent to each annual FTR auction conducted pursuant to Section 7.1 of 
Schedule 1 of this Agreement, the Office of the Interconnection shall conduct a long-term FTR 
auction for the three consecutive Planning Periods immediately subsequent to the Planning 
Period during which the long-term FTR auction is conducted.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising from such 
long-term FTR auctions, provided however, that PJMSettlement shall not be a contracting party 
to any subsequent bilateral transfers of Financial Transmission Rights between Market 
Participants.  The conversion of an Auction Revenue Right to a Financial Transmission Right 
pursuant to this section 7 shall not constitute a purchase or sale transaction to which 
PJMSettlement is a contracting party. 
 
 (ii) The capacity offered for sale in long-term Financial Transmission Rights auctions 
shall be the residual system capability after the Annual Auction Revenue Rights allocations and 
the annual Financial Transmission Rights auction.  In determining the residual capability the 
Office of the Interconnection shall assume that all Auction Revenue Rights allocated in the 
immediately prior annual Auction Revenue Rights allocation process are self-scheduled into 
Financial Transmission Rights, which shall be modeled as fixed injections and withdrawals in 
the long-term Financial Transmission Rights auction. 
 
7.1A.2 Frequency and Timing. 
 
The long-term Financial Transmission Rights auction process shall consist of three rounds.  The 
first round shall be conducted by the Office of the Interconnection approximately 11 months 
prior to the start of the three Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction.  The second round shall be conducted approximately 3 months 
after the first round, and the third round shall be conducted approximately 3 months after the 
second round.  In each round 1/3 of total capacity available in the long-term Financial 
Transmission Rights auction shall be offered for sale.  Eligible entities may submit bids to 
purchase and offers to sell Financial Transmission Rights at the start of the bidding period in 
each round. The bidding period shall be three Business Days ending at 5:00 p.m. on the last day.  
PJM performs the Financial Transmission Rights auction clearing analysis for each round and 
posts the auction results on the market user interface within five Business Days after the close of 
the bidding period for each round unless circumstances beyond PJM’s control prevent PJM from 
meeting the applicable deadline.  Under such circumstances, PJM will post the auction results at 
the earliest possible opportunity.  If the Office of the Interconnection discovers an error in the 
results posted for a long-term Financial Transmission Rights auction, the Office of the 
Interconnection shall notify Market Participants of the error as soon as possible after it is found, 
but in no event later than 5:00 p.m. of the Business Day immediately following the initial 
publication of the results for that auction. After this initial notification, if the Office of the 
Interconnection determines it is necessary to post modified auction results, it shall provide 
notification of its intent to do so, together with all available supporting documentation, by no 
later than 5:00 p.m. of the second Business Day following the initial publication of prices for that 
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auction.  Thereafter, the Office of the Interconnection must post the corrected prices by no later 
than 5:00 p.m. of the fourth calendar day following the initial publication of prices in the auction. 
Should any of the above deadlines pass without the associated action on the part of the Office of 
the Interconnection, the originally posted results will be considered final. Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 
publicly noticed review by the FERC. 
 
7.1A.3 Products. 
 
 (i) The periods covered by long-term Financial Transmission Rights auctions shall 
be:  (1) any single Planning Period within the three Planning Period term covered by the relevant 
auction; and (2) the three Planning Period term covered by the relevant auction.   
 
 (ii) On-Peak, off-peak and 24-hour Financial Transmission Right Obligations, shall 
be offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 
options shall not be offered.   
 
7.1A.4 Participation Eligibility. 
 
 (i) To participate in long-term Financial Transmission Rights auctions an entity shall 
be a PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers 
in long-term Financial Transmission Rights auctions, provided they own Financial Transmission 
Rights offered for sale.  
 
7.1A.5 Specified Receipt and Delivery Points. 
 
The Office of the Interconnection will post a list of available receipt and delivery points for each 
long-term Financial Transmission Rights Auction.  Eligible receipt and delivery points in long-
term Financial Transmission Rights Auctions shall be limited to the posted available hubs, 
Zones, aggregates, generators, and Interface Pricing Points. 
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7.3 Auction Procedures. 
 
7.3.1  Role of the Office of the Interconnection. 
 
Financial Transmission Rights auctions shall be conducted by the Office of the Interconnection 
in accordance with standards and procedures set forth in the PJM Manuals, such standards and 
procedures to be consistent with the requirements of this Schedule.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising from such 
auctions, provided however, that PJMSettlement shall not be a contracting party to any 
subsequent bilateral transfers of Financial Transmission Rights between Market Participants.  
The conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party.  Financial Transmission Rights auctions conducted to liquidate a defaulting 
Member’s Financial Transmission Rights portfolio shall be conducted by the Office of the 
Interconnection in accordance with the procedures set forth in Section 7.3.9 herein and in 
accordance with standards and procedures set forth in the PJM Manuals. 
 
7.3.2  Notice of Offer. 
 
A holder of a Financial Transmission Right wishing to offer the Financial Transmission Right for 
sale shall notify the Office of the Interconnection of any Financial Transmission Rights to be 
offered.  Each Financial Transmission Rights sold in an auction shall, at the end of the period for 
which the Financial Transmission Rights were auctioned, revert to the offering holder or the 
entity to which the offering holder has transferred such Financial Transmission Right, subject to 
the term of the Financial Transmission Right itself and to the right of such holder or transferee to 
offer the Financial Transmission Right in the next or any subsequent auction during the term of 
the Financial Transmission Right. 
 
7.3.3  Pending Applications for Firm Service. 
 
 (a) [Reserved.] 
 
 (b) Financial Transmission Rights may be assigned to entities requesting Network 
Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 5.2.2 (e), 
only if such Financial Transmission Rights are simultaneously feasible with all outstanding 
Financial Transmission Rights, including Financial Transmission Rights effective for the then-
current auction period.  If an assignment of Financial Transmission Rights pursuant to a pending 
application for Network Transmission Service or Firm Point-to-Point Transmission Service 
cannot be completed prior to an auction, Financial Transmission Rights attributable to such 
transmission service shall not be assigned for the then-current auction period.  If a Financial 
Transmission Right cannot be assigned for this reason, the applicant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
of the next auction period. 
 
7.3.4  On-Peak, Off-Peak and 24-Hour Periods. 
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On-peak, off-peak and 24-hour FTRs will be offered in the annual and monthly auction.  On-
Peak Financial Transmission Rights shall cover the periods from 7:00 a.m. up to the hour ending 
at 11:00 p.m. on Mondays through Fridays, except holidays as defined in the PJM Manuals.  Off-
Peak Financial Transmission Rights shall cover the periods from 11:00 p.m. up to the hour 
ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, Sundays, and holidays 
as defined in the PJM Manuals.  The 24-hour period shall cover the period from hour ending 
1:00 a.m. to the hour ending 12:00 midnight on all days.  Each bid shall specify whether it is for 
an on-peak, off-peak, or 24-hour period. 
 
7.3.5  Offers and Bids. 
 
 (a) Offers to sell and bids to purchase Financial Transmission Rights shall be 
submitted during the period set forth in Section 7.1.2, and shall be in the form specified by the 
Office of the Interconnection in accordance with the requirements set forth below. 
 
 (b) Offers to sell shall identify the specific Financial Transmission Right, by term, 
megawatt quantity and receipt and delivery points, offered for sale.  An offer to sell a specified 
megawatt quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of 
Financial Transmission Rights equal to or less than the specified quantity.  An offer to sell may 
not specify a minimum quantity being offered.  Each offer may specify a reservation price, 
below which the offeror does not wish to sell the Financial Transmission Right.  Offers 
submitted by entities holding rights to Financial Transmission Rights shall be subject to such 
reasonable standards for the verification of the rights of the offeror as may be established by the 
Office of the Interconnection.  Offers shall be subject to such reasonable standards for the 
creditworthiness of the offeror or for the posting of security for performance as the Office of the 
Interconnection shall establish. 
 
 (c) Bids to purchase shall specify the term, megawatt quantity, price per megawatt, 
and receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase.  A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity.  A bid to purchase may not specify a minimum quantity that the 
bidder wishes to purchase.  A bid may specify receipt and delivery points in accordance with 
Section 7.2.2 and may include Financial Transmission Rights for which the associated 
Transmission Congestion Credits may have negative values.  Bids shall be subject to such 
reasonable standards for the creditworthiness of the bidder or for the posting of security for 
performance as the Office of the Interconnection shall establish. 
 
 (d) Bids and offers shall be specified to the nearest tenth of a megawatt and shall be 
greater than zero.  The Office of the Interconnection may require that a market participant shall 
not submit in excess of 5000 bids and offers for any single monthly auction, or for any single 
round of the annual auction, when the Office of the Interconnection determines that such limit is 
required to avoid or mitigate significant system performance problems related to bid/offer 
volume.  Notice of the need to impose such limit shall be provided prior to the start of the 
bidding period if possible.  Where such notice is provided after the start of the bidding period, 
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market participants shall be required within one day to reduce their bids and offers for such 
auction below 5000, and the bidding period in such cases shall be extended by one day. 
 
7.3.6  Determination of Winning Bids and Clearing Price. 
 
 (a) At the close of each bidding period, the Office of the Interconnection will create a 
base Financial Transmission Rights power flow model that includes all outstanding Financial 
Transmission Rights that have been approved and confirmed for any portion of the month for 
which the auction was conducted and that were not offered for sale in the auction.  The base 
Financial Transmission Rights model also will include estimated uncompensated parallel flows 
into each interface point of the PJM Region and estimated scheduled transmission outages. 
 
 (b) In accordance with the requirements of Section 7.5of this Schedule and subject to 
all applicable transmission constraints and reliability requirements, the Office of the 
Interconnection shall determine the simultaneous feasibility of all outstanding Financial 
Transmission Rights not offered for sale in the auction and of all Financial Transmission Rights 
that could be awarded in the auction for which bids were submitted.  The winning bids shall be 
determined from an appropriate linear programming model that, while respecting transmission 
constraints and the maximum MW quantities of the bids and offers, selects the set of 
simultaneously feasible Financial Transmission Rights with the highest net total auction value as 
determined by the bids of buyers and taking into account the reservation prices of the sellers.  In 
the event that there are two or more identical bids for the selected Financial Transmission Rights 
and there are insufficient Financial Transmission Rights to accommodate all of the identical bids, 
then each such bidder will receive a pro rata share of the Financial Transmission Rights that can 
be awarded. 
 
 (c) Financial Transmission Rights shall be sold at the market-clearing price for 
Financial Transmission Rights between specified pairs of receipt and delivery points, as 
determined by the bid value of the marginal Financial Transmission Right that could not be 
awarded because it would not be simultaneously feasible.  The linear programming model shall 
determine the clearing prices of all Financial Transmission Rights paths based on the bid value 
of the marginal Financial Transmission Rights, which are those Financial Transmission Rights 
with the highest bid values that could not be awarded fully because they were not simultaneously 
feasible, and based on the flow sensitivities of each Financial Transmission Rights path relative 
to the marginal Financial Transmission Rights paths flow sensitivities on the binding 
transmission constraints. Financial Transmission Rights with a zero clearing price will only be 
awarded if there is a minimum of one binding constraint in the auction period for which the 
Financial Transmission Rights path sensitivity is non-zero. 
 
7.3.7  Announcement of Winners and Prices. 
 
Within two (2) Business Days after the close of the bid and offer period for an annual Financial 
Transmission Rights auction round, and within five (5) Business Days after the close of the bid 
and offer period for a monthly Financial Transmission Rights auction, the Office of the 
Interconnection shall post the winning bidders, the megawatt quantity, the term and the receipt 
and delivery points for each Financial Transmission Right awarded in the auction and the price at 
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which each Financial Transmission Right was awarded unless circumstances beyond PJM’s 
control prevent PJM from meeting the applicable deadline.  Under such circumstances, PJM will 
post the auction results at the earliest possible opportunity.  The Office of the Interconnection 
shall not disclose the price specified in any bid to purchase or the reservation price specified in 
any offer to sell.  If the Office of the Interconnection discovers an error in the results posted for a 
Financial Transmission Rights auction (or a given round of the annual Financial Transmission 
Rights auction), the Office of the Interconnection shall notify Market Participants of the error as 
soon as possible after it is found, but in no event later than 5:00 p.m. of the Business Day 
following the initial publication of the results of the auction or round of the annual auction.  
After this initial notification, if the Office of the Interconnection determines that it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no  later than 5:00 p.m. of the second Business Day following the 
initial publication of the results of that auction or round of the annual auction.  Thereafter, the 
Office of the Interconnection must post any corrected results by no later than 5:00 p.m. of the 
fourth calendar day following the initial publication of the results of the auction or round of the 
annual auction. Should any of the above deadlines pass without the associated action on the part 
of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC.   
 
7.3.8  Auction Settlements. 
 
All buyers and sellers of Financial Transmission Rights between the same points of receipt and 
delivery shall pay PJMSettlement or be paid by PJMSettlement the market-clearing price, as 
determined in the auction, for such Financial Transmission Rights. 
 
7.3.9 Liquidation of Financial Transmission Rights in the Event of Member Default. 
 
In the event a Member fails to meet creditworthiness requirements or make timely payments 
when due pursuant to the PJM Operating Agreement or PJM Tariff, the Office of the 
Interconnection shall, as soon as practicable after such default is declared, initiate the following 
procedures to close out and liquidate the Financial Transmission Rights of a Member: 
 
 a) The Office of the Interconnection shall close out the defaulting Member’s 
positions as of the date of its default, by unilaterally accelerating and terminating all forward 
Financial Transmission Rights positions. 
 
 b) The Office of the Interconnection shall post on its website all salient information 
relating to the closed out portfolio of Financial Transmission Rights. 
 
 c) All current planning period Financial Transmission Right positions within the 
defaulting Members’ Financial Transmission Right portfolio will be offered for sale in the next 
available monthly balance of planning period Financial Transmission Rights auction at an offer 
price designed to maximize the likelihood of liquidation of those positions.   
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 d) Financial Transmission Rights positions that do not settle until the next or 
subsequent planning period will be offered into the next available Financial Transmission Rights 
auction (taking into account timing constraints and the need for an orderly liquidation) where, 
based on the Office of Interconnection’s commercially reasonable expectation, such positions 
would be expected to clear.  In the event that the next scheduled Financial Transmission Rights 
auction is more than two (2) months subsequent to the date that the Office of the Interconnection 
declares a Member in default, a specially scheduled Financial Transmission Rights auction may 
be conducted by the Office of the Interconnection.  The entire portfolio of the defaulting 
Member’s Financial Transmission Rights will be offered for sale at an offer price designed to 
maximize the likelihood of liquidation of those positions. 
 
 e) The Financial Transmission Right positions comprising the defaulting Member’s 
portfolio that are liquidated in a Financial Transmission Rights auction should avoid setting the 
price in the auction at the bid prices with which they were initially submitted.  In the event that 
any of the closed out Financial Transmission Rights would set market based on the auction’s 
preliminary solution, then only one-half of each Financial Transmission Rights position will be 
offered for sale and the auction will be re-executed.  In the event that any Financial Transmission 
Rights position that has been closed out once again sets price, then all Financial Transmission 
Rights scheduled to be liquidated will be removed from the affected auction and the auction will 
be re-executed excluding the closed out Financial Transmission Right positions.  Financial 
Transmission Right positions that are not liquidated will then be offered in the next available 
auction or specially scheduled auction, as appropriate.   
 
 f) The liquidation of the defaulting Members’ Financial Transmission Rights 
portfolio pursuant to the foregoing procedures shall result in a final liquidated settlement amount.  
The final liquidated settlement amount will be included in calculating a Default Allocation 
Assessment as described in Section 15.1.2A(I) of the PJM Operating Agreement.  If the Office of 
the Interconnection  is unable to close out and liquidate a Financial Transmission Rights position 
under the foregoing procedures, the close out shall be deemed void and the defaulting Member 
shall remain liable for the full final value of its default, such full final value being realized at the 
normal time for performance of the Financial Transmission Rights position.      
 
In all other respects, Financial Transmission Rights terminated pursuant to this section shall be 
liquidated pursuant to the appropriate provisions and procedures set forth in the PJM Manuals. 



 

Page 326 

7.4 Allocation of Auction Revenues. 
 
7.4.1 Eligibility. 
 
(a) Annual auction revenues, net of payments to entities selling Financial Transmission 
Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 
proportion to, but not more than, the Target Allocation of Auction Revenue Rights Credits for 
the holder. 
 
(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 
of the applicable Annual Financial Transmission Rights auction. 
 
(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 
entities selling Financial Transmission Rights into the auction, shall be allocated according to the 
following priority schedule: 
 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 
section 7.4.4 of Schedule 1 of this Agreement.  If there are excess revenues 
remaining after a distribution made pursuant to this subsection, such revenues 
shall be distributed in accordance with subsection (c)(ii) of this section; 
 
(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 
more than their Target Allocation as determined pursuant to section 7.4.3(b) of 
Schedule 1 of this Agreement.  If there are excess revenues remaining after a 
distribution made pursuant to this subsection, such revenues shall be distributed in 
accordance with subsection (c)(iii) of this section; 
 
(iii) To FTR Holders in accordance with section 5.2.6 of Schedule 1 of this 
Agreement. 

 
(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 
Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 
FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 
distributed equally across each Planning Period in the effective term of the FTR.  Long-term 
FTR auction revenue distributions within a Planning Period shall be in accordance with the 
following provisions: 
 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 
Rights holders in the effective Planning Period for the FTR.  The distribution shall 
be in proportion to the economic value of the ARRs when compared to the annual 
FTR auction clearing prices from each round proportionately.  The distribution 
shall not exceed, when added to the distribution of revenues from the prompt-year 
annual FTR auction itself, the economic value of the ARRs when compared to the 
annual FTR auction clearing prices from each round proportionately.   
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(ii) Long-term FTR auction revenues remaining after distributions made 
pursuant to Section 7.4.1(d)(ii) of Schedule 1 of this Agreement shall be 
distributed pursuant to Section 5.2.6 of Schedule 1 of this Agreement.  

 
7.4.2 Auction Revenue Rights. 
 
(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 
Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  
Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 
Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 
Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 
and 7.5 hereof and the PJM Manuals.  
 
With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 
discovers an error in the allocation, the Office of the Interconnection shall notify Market 
Participants of the error as soon as possible after it is found, but in no event later than 5:00 p.m. 
of the Business Day following the initial publication of allocation results.  After this initial 
notification, if the Office of the Interconnection determines that it is necessary to post modified 
allocation results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the second Business Day following the 
publication of the initial allocation.  Thereafter, the Office of the Interconnection must post any 
corrected allocation results by no later than 5:00 p.m. of the fourth calendar day following the 
initial publication. Should any of the above deadlines pass without the associated action on the 
part of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
allocation is under publicly noticed review by the FERC. 
 
(b) In stage 1A of the allocation process, each Network Service User may request Auction 
Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 
immediately ensuing PJM Planning Period from a subset of the historical generation resources 
that were designated to be delivered to load based on the historical reference year for the Zone, 
and each Qualifying Transmission Customer (as defined in subsection (f) of this section) may 
request Auction Revenue Rights based on the megawatts of firm service provided between the 
receipt and delivery points as to which the Transmission Customer had Point-to-Point 
Transmission Service during the historical reference year.  The historical reference year for all 
Zones shall be 1998, except that the historical reference year shall be:  2002 for the Allegheny 
Power and Rockland Electric Zones; 2004 for the AEP East, The Dayton Power & Light 
Company and Commonwealth Edison Company Zones; 2005 for the Virginia Electric and Power 
Company and Duquesne Light Company Zones; 2011 for the ATSI Zone; 2012 for the DEOK 
Zone; 2013 for the EKPC Zone; and the Office of the Interconnection shall specify a historical 
reference year for a new PJM zone corresponding to the year that the zone is integrated into the 
PJM Interchange Energy Market.  For stage 1, the Office of the Interconnection shall determine a 
set of eligible historical generation resources for each Zone based on the historical reference year 
and assign a pro rata amount of megawatt capability from each historical generation resource to 
each Network Service User in the Zone based on its proportion of peak load in the Zone.  
Auction Revenue Rights shall be allocated to each Network Service User in a Zone from each 
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historical generation resource in a number of megawatts equal to or less than the amount of the 
historical generation resource that has been assigned to the Network Service User.  Prior to the 
2015/2016 Planning Period, each Auction Revenue Right allocated to a Network Service User 
shall be to the Energy Settlement Area of such Network Service User as described in Section 
31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning Period, each Auction 
Revenue Right allocated to a Network Service User shall be to the Energy Settlement Area of 
such Network Service User as described in Section 31.7 of Part III of the Tariff, unless the 
Network Service User’s Energy Settlement Area represents the Residual Metered Load of an 
electric distribution company’s fully metered franchise area(s) or service territory(ies) and the 
Network Service User elects to have its Auction Revenue Rights allocated at the aggregate load 
buses in a Zone.  In stage 1A of the allocation process, the sum of each Network Service User’s 
allocated Auction Revenue Rights for a Zone must be equal to or less than the Network Service 
User’s pro-rata share of the Zonal Base Load for that Zone.  Each Network Service User’s pro-
rata share of the Zonal Base Load shall be based on its proportion of peak load in the Zone. The 
sum of each Network Service User’s Auction Revenue Rights for Non-Zone Network Load must 
be equal to or less than fifty percent (50%) of the Network Service User’s transmission 
responsibility for Non-Zone Network Load as determined under Section 34.1 of the Tariff.  The 
sum of each Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or 
less than fifty percent (50%) of the megawatts of firm service provided between the receipt and 
delivery points as to which the Transmission Customer had Point-to-Point Transmission Service 
during the historical reference year.  If stage 1A Auction Revenue Rights are adversely affected 
by any new or revised statute, regulation or rule issued by an entity with jurisdiction over the 
Office of the Interconnection, the Office of the Interconnection shall, to the greatest extent 
practicable, and consistent with any such statute, regulation or rule change, preserve the priority 
of the stage 1A Auction Revenue Rights for a minimum period covering the ten (10) consecutive 
PJM Planning Periods (“Stage 1A Transition Period”) immediately following the implementation 
of any such changes, provided that the terms of all stage 1A Auction Revenue Rights in effect at 
the time the Office of the Interconnection implements the Stage 1A Transition Period shall be 
reduced by one PJM Planning Period during each annual stage 1A Auction Revenue Rights 
allocation performed during the Stage 1A Transition Period so that all stage 1A Auction Revenue 
Rights that were effective at the start of the Stage 1A Transition Period expire at the end of that 
period. 
 
(c) In stage 1B of the allocation process each Network Service User may request Auction 
Revenue Rights from the subset of the historical generation resources determined pursuant to 
Section 7.4.2(b) that were not allocated in stage 1A of the allocation process, and each 
Qualifying Transmission Customer may request Auction Revenue Rights based on the 
megawatts of firm service determined pursuant to Section 7.4.2(b) that were not allocated in 
stage 1A of the allocation process. In stage 1B of the allocation process, the sum of each 
Network Service User’s allocation Auction Revenue Rights request for a Zone must be equal to 
or less than the difference between the Network Service User’s peak load for that Zone as 
determined pursuant to Section 34.1 of the Tariff and the sum of its Auction Revenue Rights 
Allocation from stage 1A of the allocation process for that Zone.  The sum of each Network 
Service User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less 
than the difference between one hundred percent (100%) of the Network Service User’s 
transmission responsibility for Non-Zone Network Load as determined pursuant to Section 
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7.4.2(b) and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 
process for that Zone.  The sum of each Qualifying Transmission Customer’s Auction Revenue 
Rights must be equal to or less than the difference between one hundred percent (100%) of the 
megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 
Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 
 
(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 
iterative allocation process that consists of three rounds with up to one third of the remaining 
system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 
process will be conducted sequentially with Network Service Users and Transmission Customers 
being given the opportunity to view results of each allocation round prior to submission of 
Auction Revenue Right requests into the subsequent round.  In each round, each Network 
Service User shall designate a subset of buses from which Auction Revenue Rights will be 
sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 
external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 
Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 
Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 
described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 
Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 
Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 
User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 
company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 
elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 
each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 
for each Zone must be equal to or less than one third of the difference between the Network 
Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 
its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 
Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 
 
(e) On a daily basis within the annual Financial Transmission Rights auction period, a 
proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 
reallocated as Network Load changes from one Network Service User to another within that 
Zone. 
 
(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-
Term Firm Point-to-Point Transmission Service, used to deliver energy from a designated 
Network Resource located either outside or within the PJM Region to load located either outside 
or within the PJM Region, and that was confirmed and in effect during the historical reference 
year for the Zone in which the resource is located.  Such an agreement shall allow the Qualifying 
Transmission Customer to participate in the first stage of the allocation, but only if such 
agreement has remained in effect continuously following the historical reference year and is to 
continue in effect for the period addressed by the allocation, either by its term or by renewal or 
rollover.  The megawatts of Auction Revenue Rights the Qualifying Transmission Customer may 
request in the first stage of the allocation may not exceed the lesser of: (i) the megawatts of firm 
service between the designated Network Resource and the load delivery point (or applicable 
point at the border of the PJM Region for load located outside such region) under contract during 
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the historical reference year; and (ii) the megawatts of firm service presently under contract 
between such historical reference year receipt and delivery points.  A Qualifying Transmission 
Customer may request Auction Revenue Rights in either or both of stage 1 or 2 of the allocation 
without regard to whether such customer is subject to a charge for Firm Point-to-Point 
Transmission Service under Section 1 of Schedule 7 of the PJM Tariff (“Base Transmission 
Charge”).  A Transmission Customer that is not a Qualifying Transmission Customer may 
request Auction Revenue Rights in stage 2 of the allocation process, but only if it is subject to a 
Base Transmission Charge.  The Auction Revenue Rights that such a Transmission Customer 
may request in each round of stage 2 of the allocation process must be equal to or less than one 
third of the number of megawatts equal to the megawatts of firm service being provided between 
the receipt and delivery points as to which the Transmission Customer currently has Firm Point-
to-Point Transmission Service.  The source point of the Auction Revenue Rights must be the 
designated source point that is specified in the Transmission Service request and the sink point of 
the Auction Revenue Rights must be the designated sink point that is specified in the 
Transmission Service request.  A Qualifying Transmission Customer may request Auction 
Revenue Rights in each round of stage 2 of the allocation process in a number of megawatts 
equal to or less than one third of the difference between the number of megawatts of firm service 
being provided between the receipt and delivery points as to which the Transmission Customer 
currently has Firm Point-to-Point Transmission Service and its Auction Revenue Right 
Allocation from stage 1 of the allocation process.   
 
(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 
1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 
applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 
may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 
PJM greater than their firm service to loads in MISO. 
 
(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 
simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 
process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 
the megawatt level requested and in inverse proportion to the effect on the binding constraints. 
 
(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 
process are not feasible due to system conditions, then PJM shall increase the capability limits of 
the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 
extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 
unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 
included in all rounds of the annual allocation and auction processes and in subsequent modeling 
during the Planning Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights auctions unless and 
to the extent those system conditions that contributed to infeasibility in the annual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are returned to service during the Planning Year.  In these 
cases, any increase in the capability limits taken under this subsection (i) during the annual 
process will be removed from subsequent modeling to support any incremental allocations of 
Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 
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Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 
feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 
limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 

 
For the purposes of this subsection (i), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause of the infeasibility of such Auction 
Revenue Rights.  Extraordinary circumstances do not include those system conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of 
this subsection (i) that would not otherwise have been feasible, then PJM shall notify Members 
and post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Auction Revenue Rights and (b) any increases in capability limits used to allocate such Auction 
Revenue Rights. 
 
(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 
Transmission Customers and Network Service Users serving Non-Zone Network Load may 
participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 
7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 
 

i. The relevant Transmission Service shall be used to deliver energy from a 
designated Network Resource located either outside or within the PJM 
Region to load located outside the PJM Region.  

 
ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 
effect for the stage 1A period addressed by the allocation; and 2) the 
control area in which the external load is located has similar rules for load 
external to the relevant control area. 

 
iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 
serving the load located outside the PJM Region; or 2) generation 
resources subject to a bona fide firm energy and capacity supply contract 
executed by the LSE to meet its load obligations, provided that such 
contract remains in force and effect for a minimum term of ten (10) years 
from the first effective Planning Period that follows the initial stage 1 
request. 

 
iv. For Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) , the generation resource(s) designated as source points may 
include any portion of the generating capacity of such resource(s) that is 
not, at the time of the request, already identified as a Capacity Resource. 
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v. For Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j), at the time of the request, the 
generation resource(s) designated as source points must either be 
committed into PJM’s RPM market or be designated as part of the entity’s 
FRR Capacity Plan for the purpose of serving the capacity requirement of 
the external load.    

 
vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 
annual Auction Revenue Rights allocation or in future stage 1A 
allocations and shall not cause megawatt flow to exceed applicable ratings 
on any other facilities in either set of conditions in the simultaneous 
feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 
vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 
allocation year with all existing stage 1 and stage 2 Auction Revenue 
Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 
year allocation model with all eligible stage 1A Auction Revenue Rights 
for each year including base load growth for each year. 

 
viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 
Planning Period shall be processed for the next annual Auction Revenue 
Rights  allocation. Requests received after November 1st shall not be 
considered for the upcoming annual Auction Revenue Rights allocation. If 
all requests are not simultaneously feasible then requests will be awarded 
on a pro-rata basis.  

 
ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 
evaluated at the same time. If all requests are not simultaneously feasible 
then requests will be awarded on a pro-rata basis. 

 
x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 
source points in subsequent annual Auction Revenue Rights allocations. 

 
xi. Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 
of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 
contract megawatt amount; or 2) the customer’s Firm Transmission 
Withdrawal Rights.  
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xii. Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 
megawatts up to the lesser of: 1) the customer’s network service peak 
load; or 2) the customer’s Firm Transmission Withdrawal Rights.  

 
xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 
megawatts authorized by subsections (xi) and (xii) of this subsection 
7.4.2(j).   

 
xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 
allowed megawatts authorized by subsections (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 
stage 1A.  

 
xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 
be equal to or less than one third of the difference between the maximum 
allowed megawatts authorized by paragraphs (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 
allocated in stage 1.  

 
xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 
amount may be replaced with an alternate resource pursuant to the process 
established in Section 7.7 of Schedule 1 of this Agreement. 

 
7.4.2a Bilateral Transfers of Auction Revenue Rights 
 
(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 
Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 
bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 
Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.  
 
(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 
or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 
the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 
to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 
Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 
bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 
under this Schedule.   
 
(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 
buyer any obligations associated with the Auction Revenue Rights or the right to receive an 
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allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 
Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 
bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 
the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 
right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 
attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 
Revenue Rights and remain subject to all credit requirements and obligations associated with the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 
 
(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 
Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 
associated with the Auction Revenue Right and for which payment is not made to 
PJMSettlement by the buyer under such a bilateral transfer.   
 
(e) All payments and related charges associated with such a bilateral contract shall be 
arranged between the parties to such bilateral contract and shall not be billed or settled by 
PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 
Members will not assume financial responsibility for the failure of a party to perform obligations 
owed to the other party under such a bilateral contract reported to the Office of the 
Interconnection under this Schedule.   
 
(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 
be resolved solely between the buyer and the seller.  
 
7.4.3 Target Allocation of Auction Revenue Right Credits. 
 
(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 
Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 
annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 
four and multiplied by the price differences for the receipt and delivery points associated with 
the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 
minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 
delivery point is determined by the clearing prices of each round of the annual Financial 
Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 
Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 
entity’s Auction Revenue Rights. 
 
(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 
Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 
be determined on a monthly basis for each month in a Planning Period beginning with the month 
the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 
Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 
equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 
differential between the source and sink nodes of the corresponding FTR obligation in each 
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prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 
Rights through the end of the relevant Planning Period. 
 
7.4.4 Calculation of Auction Revenue Right Credits. 
 
(a) Each day, the total of all the daily Target Allocations determined as specified above in 
Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 
day shall be compared to the total revenues of all applicable monthly Financial Transmission 
Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 
annual Financial Transmission Rights auction (divided by the number of days in the Planning 
Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 
Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 
Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 
pursuant to Section 5.2.6. 
 
(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 
of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 
to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 
positive Target Allocation value. Auction Revenue Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 
Right Credit. 
 
(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 
Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 
charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 
all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 
allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 
assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 
Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 
pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 
Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 
Allocation. 
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7.8 Elective Upgrade Auction Revenue Rights. 
 
 (a) In addition to any Incremental Auction Revenue Rights established under the PJM 
Tariff, any party may elect to fully fund Network Upgrades to obtain Incremental Auction 
Revenue Rights pursuant to this section, provided that Incremental Auction Revenue Rights 
granted pursuant to this section shall be simultaneously feasible with outstanding Auction 
Revenue Rights, which shall include stage 1 and stage 2 Auction Revenue Rights, and against 
stage 1A Auction Revenue Right capability for the future 10 year period as determined by the 
Office of the Interconnection pursuant to Section 7.8(b) of Schedule 1 of this Agreement.  A 
request made pursuant to this section shall specify a source, sink and megawatt amount. 
 
 (b) The Office of the Interconnection shall assess the simultaneous feasibility of the 
requested Incremental Auction Revenue Rights and the outstanding Auction Revenue Rights 
against the existing base system Auction Revenue Right capability and stage 1A Auction 
Revenue Right capability for the future 10 year period and based on this preliminary assessment 
it shall conduct studies to determine the upgrades required to accommodate the requested 
Incremental Auction Revenue Rights and ensure all outstanding Auction Revenue Rights are 
simultaneously feasible. 
 
 (c) If a party elects to fund upgrades to obtain Incremental Auction Revenue Rights 
pursuant to this section, no less than forty-five (45) days prior to the in-service date of the 
relevant upgrades, as determined by the Office of the Interconnection, the Office of the 
Interconnection shall notify the party of the actual amount of Incremental Auction Revenue 
Rights that will be granted to the party based on the allocation process established pursuant to 
Section 231.1  of Part VI of the Tariff. 
 
 (d) Incremental Auction Revenue Rights established pursuant to this section shall be 
effective for the lesser of thirty (30) years, or the life of the project, from the in-service date of 
the Network Upgrade(s).  At any time during this thirty-year period (or the life of the Network 
Upgrade, whichever is less), in lieu of continuing this thirty-year Auction Revenue Right, the 
owner of the right shall have a one-time choice to switch to an optional mechanism, whereby, on 
an annual basis, it will have the choice to request an Auction Revenue Right during the annual 
Auction Revenue Rights allocation process between the same source and sink, provided the 
Auction Revenue Right is simultaneously feasible.  A party that is granted Incremental Auction 
Revenue Rights pursuant to this section may return such rights at any time, provided that the 
Office of the Interconnection determines that it can simultaneously accommodate all remaining 
outstanding Auction Revenue Rights following the return of such Auction Revenue Rights.  In 
the event a party returns Incremental Auction Revenue Rights, it shall retain no further rights 
regarding such Incremental Auction Revenue Rights. 
 
 (e) No Incremental Auction Revenue Rights shall be granted pursuant to this section 
if the costs associated with funding the associated Network Upgrades are included in the rate 
base of a public utility and on which a regulated return is earned. 
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8.4 Registration 
 
1.  Curtailment Service Providers must complete the applicable PJM Load Response Program 
Registration Form (“Registration Form”) that is posted on the PJM website (www.pjm.com) for 
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set 
forth in the PJM Manuals. Because of the required electric distribution company ten Business 
Day review period, as described herein, Curtailment Service Providers should submit completed 
Registration Forms to the Office of the Interconnection no later than one day before the tenth 
Business Day preceding the relevant Delivery Year.  All registrations that have not been 
approved on or before May 31st preceding the relevant Delivery Year shall be rejected by the 
Office of the Interconnection. To the extent that a completed Registration Form is submitted to 
the Office of the Interconnection  prior to one day before the tenth Business Day preceding the 
relevant Delivery Year and such registration is rejected by the electric distribution company or 
the Office of the Interconnection because of incorrect data on the Registration Form, such 
registration may be resubmitted by the Curtailment Service Provider before May 31st preceding 
the relevant Delivery Year, but such registration will be rejected by the Office of the 
Interconnection unless the electric distribution company  has verified the registration on or 
before May 31st preceding the relevant Delivery Year. Incomplete Registration Forms will be 
rejected by the Office of the Interconnection; Curtailment Service Providers may not resubmit 
registrations that were rejected for being incomplete unless they are able to do so no later than 
one day before the tenth Business Day preceding the relevant Delivery Year.  The following 
general steps will be followed: 
 
2. For end-use customers of an electric distribution company that distributed more than 4 million 
MWh in the previous fiscal year: 
 
 a. The Curtailment Service Provider completes the Registration Form located on the 
PJM website.  PJM reviews the application and ensures that the qualifications are met, including 
verifying that the appropriate metering exists. After confirming that an entity has met all of the 
qualifications to be an Emergency Load Response or Pre-Emergency Load Response Program 
participant, PJM shall notify the appropriate electric distribution company of an Emergency 
Load Response and Pre-Emergency Load Response Program participant's registration and 
request verification as to whether the load that may be reduced is subject to laws or regulations 
of the Relevant Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response Programs pursuant to the process described below. The electric distribution company 
has ten Business Days to respond.  An electric distribution company which seeks to assert that 
the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit or condition 
(which condition the electric distribution company asserts has not been satisfied) an end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response program shall provide to PJM, within the referenced ten Business Day review period, 
either:  (a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
prohibiting or conditioning the end-use customer’s participation, (b) an opinion of the Relevant 
Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or 
law prohibiting or conditioning the end-use customer’s participation, or (c) an opinion of the 
state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting 
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to the existence of a regulation or law prohibiting or conditioning the end-use customer's 
participation.   
 

i. If evidence provided by an electric distribution company to the Office of 
the Interconnection indicates that a Relevant Electric Retail Regulatory 
Authority law or regulation prohibits or conditions (which condition the 
electric distribution company asserts has not been satisfied) the end-use 
customer’s participation and is received by the Office of the 
Interconnection on or after May 31st preceding the applicable Delivery 
Year, then the existing end-use customer’s registration for Demand 
Resource (as defined in the Reliability Assurance Agreement) will remain 
in effect for the applicable Delivery Year.  If evidence provided by an 
electric distribution company to the Office of the Interconnection indicates 
that a Relevant Electric Retail Regulatory Authority law or regulation 
prohibits or conditions (which condition the electric distribution company 
asserts has not been satisfied) the end-use customer’s participation and is 
received by the Office of the Interconnection before May 31st preceding 
the applicable Delivery Year and the Curtailment Service Provider does 
not provide supporting documentation to the Office of the Interconnection 
on or before May 31st preceding the applicable Delivery Year 
demonstrating that the Curtailment Service Provider had an executed 
contract with the end-use customer for Demand Resource participation 
before the date the Demand Resource cleared the applicable Reliability 
Pricing Model Auction, and that the date that the Demand Resource 
cleared the applicable Reliability Pricing Model Auction was prior to the 
effective date of the Relevant Electric Retail Regulatory Authority law or 
regulation prohibiting or conditioning the end-use customer’s 
participation, then, unless the below exception applies, the existing end-
use customer’s registration for Demand Resource participation shall be 
deemed to be terminated for the applicable Delivery Year, and the 
Curtailment Service Provider will be subject to the Reliability Pricing 
Model provisions, as specified in Attachment DD of the PJM Tariff. 

 
 b. In the absence of a response from the electric distribution company within the 
referenced ten Business Day review period, the Office of the Interconnection shall assume that 
the load to be reduced is not subject to laws or regulations of the Relevant Electric Retail 
Regulatory Authority that prohibit or condition the end-use customer’s participation in PJM’s 
Emergency Load Response and Pre-Emergency Load Response Programs, and the Office of the 
Interconnection shall accept the registration, provided it meets all other Emergency Load 
Response and Pre-Emergency Load Response Program requirements. 
 
 c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJM in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 



 

Page 339 

3. For end-use customers of an electric distribution company that distributed 4 million MWh or 
less in the previous fiscal year: 
 
 a. The Curtailment Service Provider completes the Emergency Registration Form 
located on the PJM website. PJM reviews the application and ensures that the qualifications are 
met, including verifying that the appropriate metering exists. After confirming that an entity has 
met all of the qualifications to be an Emergency Load Response and Pre-Emergency Load 
Response participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response participant’s registration and 
request verification as to whether the load that may be reduced is permitted to participate by the 
Relevant Electric Retail Regulatory Authority pursuant to the process described below. The 
electric distribution company has ten Business Days to respond. If the electric distribution 
company verifies that the load that may be reduced is permitted or conditionally permitted 
(which condition the electric distribution company asserts has been satisfied) to participate in the 
Emergency Load Response Program and Pre-Emergency Load Response Program, then the 
electric distribution company must provide to the Office of the Interconnection within the 
referenced ten Business Day review period either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 
customer’s participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s 
legal counsel attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer’s participation, or (c) an opinion of the state Attorney General, 
on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s participation. 

 
i. If the electric distribution company denies the end-use customer’s 

Demand Resource (as defined in the Reliability Assurance Agreement) 
registration on or before May 31st preceding the applicable Delivery Year 
and the Curtailment Service Provider does not provide the above 
referenced Relevant Electric Retail Regulatory Authority evidence  to the 
Office of the Interconnection on or before May 31st preceding the 
applicable Delivery Year demonstrating that the Curtailment Service 
Provider had Relevant Electric Retail Regulatory Authority permission or 
conditional permission (which condition the electric distribution company 
asserts has been satisfied) for the end-use customer’s participation and an 
executed contract with the end-use customer Demand Resource before the 
date the Demand Resource cleared the applicable Reliability Pricing 
Model Auction  then, unless the below exception applies, the existing end-
use customer’s registration for Demand Resource participation shall be 
deemed to be terminated for the applicable Delivery Year and the 
Curtailment Service Provider will be subject to the Reliability Pricing 
Model provisions, as specified in Attachment DD of the PJM Tariff. 

 
 b. In the absence of a response from the electric distribution company within the 
referenced ten Business Day review period, the Office of the Interconnection shall reject the 
registration.  If it is able to do so in compliance with all of the Emergency Load Response and 
Pre-Emergency Load Response Program requirements, including the registration section, the 
Emergency Load Response and Pre-Emergency Load Response participant may submit a new 
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registration to the Office of the Interconnection for consideration if a prior registration has been 
rejected pursuant to the terms of the Emergency Load Response and Pre-Emergency Load 
Response Program provisions. 
 
 c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJMSettlement in accordance with the 
terms and conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 
4.  PJM will inform the requesting Curtailment Service Provider of acceptance into the 
Emergency Load Response Program and Pre-Emergency Load Response Program and notify the 
appropriate electric distribution company of the requesting Curtailment Service Provider’s 
acceptance into the program, or notifies the requesting Curtailment Service Provider and 
appropriate electric distribution company of PJM’s rejection of the requesting participant’s 
registration. 
 
5.  Any end-use customer intending to run distributed generating units in support of local load 
for the purpose of participating in this program must represent in writing to PJM that it holds all 
applicable environmental and use permits for running those generators.  Continuing participation 
in this program will be deemed as a continuing representation by the owner that each time its 
distributed generating unit is run in accordance with this program, it is being run in compliance 
with all applicable permits, including any emissions, run-time limit or other constraint on plant 
operations that may be imposed by such permits. 
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8.5 Pre-Emergency Operations 
 
All participants in the Pre-Emergency Load Response Program shall be subject to the operation 
procedures herein, unless the participant can demonstrate its Demand Resource: (1) relies on 
Behind the Meter generation to fulfill its load reduction obligations; (2) the Demand Resource 
has environmental restrictions imposed on it by Applicable Laws and Regulations that limit the 
Demand Resource’s ability to operate only in emergency conditions; and (3) such limitation 
exists for any period of time.  For the purposes of Section 8, emergency conditions shall be 
defined either by the express terms of the Applicable Law or Regulation, or if not set forth 
therein shall be deemed to exist if PJM has declared a NERC Emergency Alert Level 2, as 
defined in the applicable NERC Standards.  If these three criteria are met, the participant shall be 
subject to the emergency operation procedures contained in Section 8.6.  In such case, the 
Curtailment Service Provider shall submit a request for the relevant Demand Resource(s) to be an 
emergency (versus pre-emergency) Demand Resource to the Office of the Interconnection, at the 
time the Registration Form is submitted in accordance with this Agreement.  A Curtailment 
Service Provider shall not submit a request for an exception unless it has done its due diligence 
to confirm that the Demand Resource meets the requirements referenced herein and has obtained 
from the end-use customer documentation supporting the exception request. The Curtailment 
Service Provider shall provide the Office of the Interconnection with a copy of such supporting 
documentation within three (3) Business Days of a request therefor.  Failure to provide such 
supporting documentation by the deadline shall result in the Demand Resource being subject to 
the pre-emergency procedures herein.   
 
PJM will initiate a pre-emergency event prior to the declaration of a Maximum Generation 
Emergency or an emergency event when practicable. A pre-emergency event is implemented 
when economic resources are not adequate to serve load and maintain reserves or maintain 
system reliability, and prior to proceeding into emergency procedures.  Understanding the 
primary responsibility of the Office of the Interconnection to maintain system security, the 
Office of the Interconnection will strive to exhaust, but it is not obligated to exhaust, all 
economic resources prior to initiating a pre-emergency event.  PJM will initiate an electronic 
message to Curtailment Service Providers notifying them of the pre-emergency event; 
Curtailment Service Providers are required to have the capability to retrieve this electronic 
message as described in the PJM Manuals.  Additionally, PJM will post the pre-emergency event 
information on the PJM website and issue a separate All-Call message.  
 
Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily 
may reduce load; and (ii) participants in the Full Program Option are required to reduce load 
unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 
will dispatch the resources of all Emergency Load Response Program participants (not already 
dispatched under the Economic Load Response Program) based on the availability, location, 
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to 
transmission constraints in the PJM Region.  To give PJM dispatchers the flexibility to address 
reliability concerns in the most effective and timely manner and invoke the resources that offer 
the most assurance of effective relief of emergency conditions, the dispatch of Demand 
Resources may not be based solely on the least-cost resources since such dispatch shall be based 
not only on price, but also on availability, location, minimum notification time and/or quantity of 
megawatts of load or load reduction needed. 
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The dispatch price of Full Program Option resources and Energy Only Option resources in the d 
Pre-Emergency Load Response Program are eligible to set the real time Locational Marginal 
Prices (“LMP”) when the Office of the Interconnection has implemented pre-emergency 
procedures and such resources are required to reduce demand in the PJM Region and as 
described in Section 2 of Schedule 1 of the PJM Operating Agreement and the parallel 
provisions of Attachment K-Appendix of the PJM Tariff.  Energy Only Option resources must 
also satisfy PJM’s telemetry requirements. 
 
Curtailment Service Providers with resources registered to participate in the Emergency Load 
Response and Pre-Emergency Load Response Programs must provide real-time operational data 
regarding the availability and status of their resources to PJM, and comply with operational 
procedures, as described in detail in the PJM Manuals.
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8.7 Verification 
 
PJM requires that the load reduction meter data be submitted to PJM within 60 days of the Load 
Management Event. If the data are not received within 60 days, no payment for participation 
shall be provided. Meter data must be provided for all hours during the day of the Load 
Management Event or the Load Management performance test, and for all hours during any 
other days as required by the Office of the Interconnection to calculate the load reduction.   
 
These data files are to be communicated to PJM either via the Load Response Program web site 
or email. Files that are emailed must be in the PJM-approved file format. Meter data will be 
forwarded to the electric distribution company upon receipt, and these parties will then have ten 
(10) Business Days to provide feedback to PJM.   
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ATTACHMENT M 
PJM MARKET MONITORING PLAN 

 
References to section numbers in this Attachment M refer to sections of this Attachment M, 
unless otherwise specified. 
 
I. OBJECTIVES 
 
The objectives of this PJM Market Monitoring Plan are to maintain an independent Market 
Monitoring Unit that will objectively monitor, investigate, evaluate and report on the PJM 
Markets, including, but not limited to, structural, design or operational flaws in the PJM Markets 
or the exercise of market power or manipulation in the PJM Markets. The Market Monitoring 
Unit shall have responsibility for implementing the Plan. In the event of any conflict between a 
provision in the Plan and a provision of the PJM Market Rules, the provision of the Plan shall 
control. 
 
II. [Reserved for Future Use]  
 
III. MARKET MONITORING UNIT 
 
 A.  Establishment:  PJM shall establish or retain a Market Monitoring Unit to 
perform the functions set forth in this Plan. 
 
 B.  Composition:  The Market Monitoring Unit shall be comprised of personnel 
having the experience and qualifications necessary to implement this Plan. In carrying out its 
responsibilities, the Market Monitoring Unit may retain such consultants, attorneys and experts 
as it deems necessary.   
 
 C. Independence:  The Market Monitoring Unit shall be independent from, and not 
subject to, the direction or supervision of any person or entity, with the exception of the PJM 
Board as specified in Section III.D, and the Commission.  No person or entity shall have the right 
to preview, screen, alter, delete, or otherwise exercise editorial control over or delay Market 
Monitoring Unit actions or investigations or the findings, conclusions, and recommendations 
developed by the Market Monitoring Unit that fall within the scope of market monitoring 
responsibilities contained in this Plan.  Nothing in this section shall be interpreted to exempt the 
Market Monitoring Unit from any applicable provision of state or federal law. 
 
 D. Role of PJM Board: 
 
  1. The PJM Board shall have the authority and responsibility:  
 

a. To review the budget of the Market Monitoring Unit, consistent 
with the budget processes and requirements set forth in Section III.E.   

 
b. To propose to terminate, retain by contract renewal or replace the 
Market Monitoring Unit, consistent with the requirements of Section III.F. 
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  2. The PJM Board and the Market Monitor shall meet and confer from time 
to time on matters relevant to the discharge of the PJM Board’s and the Market Monitoring 
Unit’s duties under this Plan. 
 
  3. Other than the matters set forth in Sections III.D.1 and D.2, the PJM 
Board shall have no responsibility for, or authority over, the Market Monitoring Unit. 
 
 E. Budget:   
 
  1. Preparation:  The Market Monitor shall prepare a budget each year of its 
expenses on an accrual basis in accordance with generally accepted accounting principles that is 
sufficient to cover the anticipated actual costs to perform the services under this Plan, including, 
but not limited to, salary and benefits, rent and utilities, interest, depreciation and other operating 
expenses.   
 
  2. Review:  The Market Monitor shall, not later than September 15, submit a 
draft budget to the Finance Committee, OPSI Advisory Committee, and PJM Board for review 
and comment.  The draft budget shall include total labor compensation, non-employee labor 
expense, current full-time employee and contractor head count, depreciation expense, interest 
expense, technology expense, other expense and capital spending, including a level of supporting 
detail consistent with that provided by PJM in its annual budget review to the Finance 
Committee.  The draft budget shall also be made available for inspection by the PJM members.  
The Finance Committee, OPSI Advisory Committee, and PJM Board shall have until October 15 
to request changes in the budget.  The Market Monitor shall consider those requests and, if they 
are not accepted by the Market Monitor, it shall provide, in writing, to the foregoing and to PJM 
members, an explanation of the reasons they are not acceptable.  If, after discussing requested 
changes with such entities, there is no remaining dispute over such requested changes, the 
mutually agreeable budget shall go into effect on January 1 of the subsequent year.   
 
  3. Commission Action:  If despite the foregoing process, there remains a 
dispute regarding the budget, PJM shall, not later than November 1, file the Market Monitor's 
proposed budget with the Commission for resolution of the dispute.   PJM shall accompany such 
filing with an explanation of the nature of the dispute and any position of the PJM Board on such 
dispute.  Any interested person may also file comments on such dispute.  The fact that PJM is 
submitting the dispute for Commission review shall not be deemed to provide the views of the 
PJM Board any special weight, nor subject them to any special burden of proof.  If the 
Commission has not taken action by December 31, the Market Monitor's proposed budget, filed 
by PJM, shall take effect, subject to any subsequent Commission order.   
 
  4. Intra-year Amendments to the Budget:  If the Market Monitor requires 
an intra-year amendment to the budget to perform its functions under the Plan, it shall provide 
the proposed amendment, the reasons for the proposed amendment and reasonable supporting 
detail to the Finance Committee, OPSI Advisory Committee and the PJM Board for review and 
comment, and if any dispute regarding such proposed amendment remains 30 days thereafter, 
PJM shall file the proposed budget amendment with the Commission for resolution of the 
dispute.  The proposed budget amendment and supporting explanation shall also be made 
available for inspection by the PJM members.  
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  5. Rates:  The Market Monitor’s approved budget shall be collected pursuant 
to Schedule 9-MMU of the PJM Tariff. 
 
 F. Term and Termination:  
 
  1. Term:  Upon the effective date of this revised Attachment M, there shall 
be a contract between PJM and the Market Monitoring Unit that has an initial term of six (6) 
years.  Upon the expiration of that initial six (6) year term, the contract may be renewed for 
subsequent term(s) of three (3) years if both parties agree.  If the PJM Board does not agree to 
renew the contract at the end of its term, it may propose to terminate the contract pursuant to the 
standards and processes set forth below. 
 
  2. Standards for Proposed Termination:   
 

a. Termination During Contract Term.  During the term of any 
contract with the Market Monitoring Unit, the PJM Board may propose to 
terminate the contract as follows: 

 
(1) During the first three (3) years following the effective date 
of this revised Attachment M, the PJM Board may propose to 
terminate the contract with the Market Monitoring Unit upon a 
determination of willful misconduct or gross negligence by the 
Market Monitoring Unit. 

 
(2) Following the expiration of this initial three (3) year period, 
the PJM Board may, during the term of any contract with the 
Market Monitoring Unit (or any successor Market Monitoring 
Unit), propose to terminate the contract with the Market 
Monitoring Unit upon a determination that the Market Monitoring 
Unit has not adequately performed its functions set forth in this 
Plan. 

 
b. Termination at End of Contract Term.  At the end of the term of 
any contract with the Market Monitoring Unit, the PJM Board may 
propose to terminate the contract with the Market Monitoring Unit (or any 
successor Market Monitoring Unit) (1) upon a determination that the 
Market Monitoring Unit has not adequately performed the functions set 
forth in this Plan, or (2) pursuant to an open, nondiscriminatory and 
transparent request for proposals. 

 
 3. Process for Proposed Termination and Replacement:   

 
a. Notice.  If the PJM Board proposes to terminate the contract with 
the Market Monitoring Unit pursuant to the standards set forth in Section 
III.F.2, it shall provide one hundred twenty (120) days prior notice to the 
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Market Monitoring Unit, the OPSI Advisory Committee, MMU Advisory 
Committee and the PJM members.   

 
b. Contents of Notice.  The notice shall include the following 
information: 

 
(1) If the PJM Board proposes to terminate the contract with 
the Market Monitoring Unit based on willful misconduct or gross 
negligence, it shall set forth in detail the conduct that supports such 
determination and shall propose an open and transparent process 
(such as a request for proposals) for selecting a new Market 
Monitoring Unit.   
 
(2) If the PJM Board proposes to terminate the contract with 
the Market Monitoring Unit because it has not adequately 
performed its functions under this Plan, it shall set forth in detail 
the performance deficiencies that support that determination and 
shall propose an open and transparent process (such as a request 
for proposals) for selecting a new Market Monitoring Unit.   
 
(3) If the PJM Board proposes to conduct a request for 
proposals to determine whether to replace the Market Monitoring 
Unit at the end of a contract term, it shall propose an open, 
nondiscriminatory and transparent request for proposals and shall 
allow the existing Market Monitoring Unit to submit a bid or 
proposal in that process.  Any such notice shall set forth in detail 
the criteria applicable to such request for proposals.  Such criteria 
shall be subject to comment as provided in Section III.F.3.c and 
subject to approval by the Commission.   

 
c. Comments on the Notice.  Within forty-five (45) days of any such 
notice, the Market Monitoring Unit, the OPSI Advisory Committee, MMU 
Advisory Committee, any PJM member or any stakeholder may provide 
advice or comment to the PJM Board regarding the proposed termination 
and/or the proposed process for selecting a new Market Monitoring Unit.  
The PJM Board shall take such advice or comment into account in 
reaching a final determination as to whether to propose to terminate the 
contract with the Market Monitoring Unit and, if so, the process for 
selecting a new Market Monitoring Unit. 

 
d. FERC Filing.  Upon the expiration of the one hundred twenty 
(120) day prior notice period, the PJM Board may, after considering the 
advice and comment provided pursuant to Section III.F.3.c, propose in a 
filing to FERC that the contract with the Market Monitoring Unit be 
terminated.  Any such proposal shall include a detailed explanation of the 
reasons therefor, including an explanation of why the standards set forth in 
Section III.F.2 have been satisfied, and an open, nondiscriminatory and 
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transparent process for selecting a new Market Monitoring Unit.  The 
Market Monitoring Unit, OPSI Advisory Committee and any interested 
stakeholder may submit to FERC such comments, protests or other 
documents and advice as appropriate on such filing. 

 
e. Termination.  The contract with the Market Monitoring Unit shall 
not be terminated until (1) FERC has reviewed a termination proposal by 
the PJM Board and any comments or protests submitted by interested 
parties thereon (including the OPSI Advisory Committee), (2) FERC has 
made a finding that the PJM Board has demonstrated that termination is 
justified pursuant to the standards set forth in Section III.F.2 above, (3) 
FERC has approved a process for selecting a new Market Monitoring 
Unit, and (4) a new Market Monitoring Unit has been selected pursuant to 
such FERC-approved process.   

 
 G. OPSI Advisory Committee:  There shall be an OPSI Advisory Committee 
comprised of five (5) representatives appointed by the Organization of PJM States, Inc.  The 
OPSI Advisory Committee shall meet with the Market Monitoring Unit on a regular basis and as 
otherwise necessary to receive and discuss information relevant to this Plan.  In addition to the 
specific responsibilities regarding budget and termination set forth in Sections III.E and III.F, the 
OPSI Advisory Committee may provide advice to the Commission, Market Monitor, the PJM 
Board, stakeholder committees, and stakeholder working groups regarding any matter 
concerning the Market Monitor, Market Monitoring Unit or Market Monitoring Plan.  Any 
formal advice shall be in writing and, subject to confidentiality provisions, shall be made 
publicly available. 
 
 H. Market Monitoring Unit Advisory Committee:  There shall be an MMU 
Advisory Committee, chaired by the Market Monitor, that is open to all stakeholders and 
representatives of Authorized Government Agencies.  The MMU Advisory Committee shall act 
as a liaison between stakeholders and the MMU and shall provide advice from time to time on 
matters relevant to the MMU's responsibilities under this Plan.  The MMU Advisory Committee 
shall have no authority to direct, supervise, review, or otherwise interfere with the functions of 
the MMU under this Plan, nor any authority to terminate or propose to terminate the Market 
Monitor. 
 
 I. PJM Liaison:  PJM may appoint an employee to act as liaison with the Market 
Monitoring Unit.  The function of the liaison will be to facilitate communications between PJM 
employees and the Market Monitoring Unit, as defined in Section V.E.   
 
IV. MARKET MONITORING UNIT FUNCTIONS AND RESPONSIBILITIES 
 
 A. General:  The Market Monitoring Unit shall objectively monitor the 
competitiveness of PJM Markets, investigate violations of FERC or PJM Market Rules, 
recommend changes to PJM Market Rules, prepare reports for the Authorized Government 
Agencies and take such other actions as are specified in this Plan. 
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 B. Monitored Activities:  The Market Monitoring Unit shall be responsible for 
monitoring the following: 
 
  1. Compliance with the PJM Market Rules. 
 
  2. Actual or potential design flaws in the PJM Market Rules.  
 
  3. Structural problems in the PJM Markets that may inhibit a robust and 
competitive market. 
 
  4. The potential for a Market Participant to exercise market power or violate 
any of the PJM or FERC Market Rules or the actual exercise of market power or violation of the 
PJM or FERC Market Rules. 
 
  5. PJM’s implementation of the PJM Market Rules or operation of the PJM 
Markets, as further set forth in Section IV.C. 
  
  6. Such matters as are necessary to prepare the reports set forth in Section 
VI. 
 
 C. Monitoring of PJM:  The Market Monitoring Unit shall monitor PJM's 
implementation of the PJM Market Rules and operation of the PJM Markets.  If the Market 
Monitoring Unit disagrees with the implementation of the PJM Market Rules or the operation of 
the PJM Markets, the Market Monitoring Unit may so advise PJM. Excepting matters governed 
by Section IV.I, if the disagreement cannot be resolved informally, the Market Monitoring Unit 
may inform the Commission, Authorized Government Agencies, or the PJM members.  The 
Market Monitoring Unit shall have no authority to direct PJM to modify its operation of the PJM 
Markets or implementation of the PJM Market Rules. 
 
 C-1. Monitoring of ITCs: The Market Monitoring Unit shall monitor the services 
provided by the independent transmission companies (ITCs), and the ITC-PJM relationship, to 
detect any problems that may inhibit a robust and competitive market.  Transactions utilizing the 
ITC Transmission Facilities shall be subject to the authority of the Market Monitoring Unit on 
the same basis as transactions involving any other Market Participant using other portions of the 
Transmission System. This provision is also found in Section 12.1 of Attachment U of the PJM 
Tariff. 
 
 D. Monitoring of PJM Market Rules, PJM Tariff and Market Design:  PJM is 
responsible for proposing for approval by the Commission, consistent with tariff procedures and 
applicable law, changes to the PJM Market Rules, PJM Tariff and design of the PJM Markets.  
The Market Monitoring Unit shall evaluate and monitor existing and proposed PJM Market 
Rules, PJM Tariff provisions, and the design of the PJM Markets.  However, if the Market 
Monitoring Unit detects a design flaw or other problem with the PJM Markets, the Market 
Monitoring Unit shall not effectuate its proposed market design since that is the responsibility of 
the Office of the Interconnection.  The Market Monitoring Unit may initiate and propose, 
through the appropriate stakeholder processes, changes to the design of such markets, as well as 
changes to the PJM Market Rules and PJM Tariff.  In support of this function, the Market 
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Monitoring Unit may engage in discussions with stakeholders, State Commissions, PJM 
Management, or the PJM Board; participate in PJM stakeholder meetings or working groups 
regarding market design matters; publish proposals, reports or studies on such market design 
issues; and make filings with the Commission on market design issues.   The Market Monitoring 
Unit may also recommend changes to the PJM Market Rules and PJM Tariff provisions to the 
staff of the Commission’s Office of Energy Market Regulation, State Commissions, and the PJM 
Board.  
 

D-1. Market Monitoring Unit Compliance Review:  The Market Monitoring Unit 
shall monitor compliance with PJM Market Rules and shall take action on compliance issues. 
The Market Monitoring Unit has the exclusive authority to perform the functions set forth in 
Attachment M and the Attachment M-Appendix.  If the Market Monitoring Unit detects a 
Market Violation involving potential misconduct, it shall, if the applicable criteria are met, refer 
the matter in accordance with Section IV.I of Attachment M. If the Market Monitoring Unit 
detects a compliance issue and determines that there is an issue about the proper and lawful 
application of a rule, and the Market Monitoring Unit makes a preliminary determination that no 
misconduct is evident and the issue involves a difference about the appropriate calculation of the 
level of an input, the Market Monitoring Unit may file a petition or initiate other regulatory 
proceedings addressing the issue. The Market Monitoring Unit may, where it deems appropriate, 
submit a confidential Referral and initiate a public regulatory proceeding concerning the same 
underlying matter. 
 
 E.  Mitigation: The Market Monitoring Unit may, consistent with the PJM Market 
Rules, recommend to PJM that it take specific mitigation action that PJM is authorized to take 
under the PJM Market Rules to address market behavior or conditions. The Market Monitoring 
Unit shall not, however, have authority to require modification of PJM operational decisions, 
including dispatch instructions. If PJM does not accept the Market Monitoring Unit’s 
recommendations regarding mitigation actions, the Market Monitoring Unit may report its 
mitigation recommendation to the Authorized Government Agencies, Commission staff, State 
Commissions or the PJM members, as the Market Monitoring Unit deems appropriate.  Nothing 
in this Plan shall be deemed to supersede any authority the Market Monitoring Unit may have 
under the PJM Market Rules, nor shall anything in this Plan preclude any person or entity from 
seeking to modify such authority in a filing with the Commission.   
 

E-1. Market Monitoring Unit Market Power Review:  Determinations about market 
power are the responsibility of the Market Monitoring Unit under Attachment M and Attachment 
M - Appendix. The Market Monitoring Unit shall review all proposed sell offers for a 
determination of whether they raise market power concerns. The Market Monitoring Unit shall 
determine whether the level of offer or cost inputs raises market power concerns. The 
Attachment M–Appendix sets forth the Market Monitoring Unit’s role in evaluating these offer 
or cost inputs.  The Market Monitoring Unit and market participants shall, in accordance with the 
applicable procedures and as set forth elsewhere in the Tariff, attempt to come to agreement 
about the level or value of offers or cost inputs.  The Market Monitoring Unit shall make a 
determination about whether offer or cost inputs or a decision not to offer a committed resource 
is physical or economic withholding or otherwise involves a potential exercise of market power. 
In the event that a market participant determines to use an offer or cost input at a level or value 
that the Market Monitoring Unit has found to involve a potential exercise of market power, the 
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Market Monitoring Unit may file a petition or initiate other regulatory proceedings addressing 
the issue. If the potential exercise of market power is related to a Sell Offer submitted in an RPM 
Auction, the Market Monitoring Unit may file a complaint with the Commission addressing the 
issue. If, at the time of filing, market prices that have been settled and posted could be impacted 
by the subject of the complaint, the Market Monitoring Unit shall refrain from requesting relief 
from the Commission that would upset such market prices and shall limit the requested relief to 
appropriate restitution and/or penalties from the implicated market participant or participants. 
 
 F. Studies or Reports for State Commissions:  Upon request in writing by the 
OPSI Advisory Committee, the Market Monitoring Unit may, in its discretion, provide such 
studies or reports on wholesale market issues, including wholesale market transactions occurring 
under a state-administered auction process, as may affect one or more states within the PJM area.  
Any such request for such a study or report, as well as any resulting study or report, shall be 
made simultaneously available to the public, with simultaneous notice to PJM members, subject 
to the protection of confidential information.   
 
 G. Participation in Stakeholder Processes:  The Market Monitoring Unit may, as it 
deems appropriate or necessary to perform its functions under this Plan, participate (consistent 
with the rules applicable to all PJM stakeholders) in stakeholder working groups, committees or 
other PJM stakeholder processes. 
 
 H. Reports of Wrongdoing to State Commissions:  If during the ordinary course of 
its activities the Market Monitoring Unit discovers evidence of wrongdoing (other than minor 
misconduct) that the Market Monitor reasonably believes to be within a State Commission's 
jurisdiction, the Market Monitoring Unit shall report such information to the State 
Commission(s).  
 
 I. Referrals to the Commission 
 
  1. Required Notice and Referral to Commission of Suspected Market 
Violations:  Immediately upon determining that it has identified a significant market problem or 
a potential Market Violation by a Market Participant or PJM that may require (a) further inquiry 
by the Market Monitoring Unit, (b) Referral for investigation by the Commission and/or (c) 
action by the Commission, the Market Monitoring Unit shall notify the Commission’s Office of 
Enforcement (or any successor), either orally or in writing.  Nothing in this Section IV.I.1 shall 
limit the ability of the Market Monitoring Unit to engage in discussions with any such Market 
Participant as provided in Section IV.J.1. 
 
In addition to the notification requirement above, where the Market Monitoring Unit has reason 
to believe, based on sufficient credible information, that the behavior of a Market Participant or 
PJM may require investigation, including but not limited to suspected Market Violations, the 
Market Monitoring Unit will refer the matter to the Commission’s Office of Enforcement (or any 
successor) in the manner described below.   
 
Such a Referral shall be in writing, non-public, addressed to the Commission’s Director of the 
Office of Enforcement, with a copy directed to the Commission’s Director of the Office of 
Energy Market Regulation and the General Counsel,  and should include, but need not be limited 



 

Page 352 

to, the following sufficient credible information to warrant further investigation by the 
Commission: 
 
  a. The name(s) of and, if possible, the contact information for, the Market 
Participants that allegedly took the action(s) that constitute that alleged Market Violation(s); 
 
  b. The date(s) or time period during which the alleged Market Violation(s) 
occurred and whether the alleged wrongful conduct is ongoing; 
 
  c. The specific rule, regulation, and/or tariff provision(s) that were allegedly 
violated or the nature of any inappropriate dispatch that may have occurred; 
 
  d. The specific act(s) or conduct that allegedly constituted the Market 
Violation; 
 
  e. The consequences to the market resulting from the act(s) or conduct, 
including, if known, an estimate of economic impact on the market;  
 
  f. If the Market Monitoring Unit believes that the act(s) or conduct 
constituted a violation of the anti-manipulation rule of 18 C.F.R. § 1c.2, a description of the 
alleged manipulative effect on market prices, market conditions, or market rules; and 
 
  g. Any other information that the Market Monitoring Unit believes is 
relevant and may be helpful to the Commission. 
 
 The Referral may be transmitted to the Commission electronically, by fax, by mail or by 
courier.  The Market Monitoring Unit may also provide the Commission with oral notice of the 
alleged Market Violation in advance of the submission of a written, non-public Referral.  
Following the submission of such a Referral, the Market Monitoring Unit will continue to inform 
the Commission staff of any information relating to the Referral that it discovers within the 
scope of its regular monitoring function, but it shall desist from, and not independently undertake 
any investigative steps regarding, the alleged Market Violation or Referral except at the express 
direction of the Commission or Commission staff.  The Market Monitoring Unit must also 
respond to requests of the Commission for additional information in connection with the alleged 
Market Violation that it has referred.  The Market Monitoring Unit is not precluded from 
continuing to monitor for any repeated instances of the activity in question by the same or other 
Market Participants, which activity would constitute new Market Violations. 
 
 The foregoing notwithstanding, a clear, objectively identifiable violation of the following 
PJM Market Rules, which provide for an explicit remedy that has been accepted by the 
Commission and can be administered by PJM, shall not be subject to the provisions of this 
Section IV.I.1:   
 

a. Default in obligations to the Office of the Interconnection by a Market Participant 
in violation of Section 1.7.10(a)(v) of Attachment K – Appendix of the PJM Tariff. 
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b. Default in obligations to the Office of the Interconnection by a Market Participant 
in violation of Section 1.7.19B(e) of Attachment K – Appendix of the PJM Tariff. 

 
c. Failure of a Capacity Market Seller or Locational UCAP Seller to obtain 

replacement Unforced Capacity to the extent a Generation Capacity Resource that it committed 
for a Delivery Year is unavailable due to a planned or maintenance outage that occurs during the 
Peak Season without approval of the Office of the Interconnection, in violation of Section 9(b) of 
Attachment DD of the PJM Tariff. 

 
d. Failure of an Electric Distributor to maintain the required underfrequency relays 

in violation of Schedule 7, Section 2 of the PJM Operating Agreement. 
 

e. Failure to submit data to the Office of the Interconnection in conformance with 
Schedule 11 (Data Submittals) of the Reliability Assurance Agreement. 

 
f.     Failure of Black Start Units to fulfill their commitment to provide Black Start 

Service under Schedule 6A the PJM Tariff. 
 
2. Required Referral to Commission of Perceived Market Design Flaws and 
Recommended Tariff Changes:   
 
The Market Monitoring Unit is to make a Referral to the Commission in all instances where the 
Market Monitoring Unit has reason to believe market design flaws exist that it believes could 
effectively be remedied by rule or PJM Tariff changes. The Market Monitoring Unit must limit 
distribution of its identifications and recommendations to PJM and to the Commission in the 
event it believes broader dissemination could lead to exploitation, with an explanation of why 
further dissemination should be avoided at that time. 
 
All Referrals to the Commission relating to perceived market design flaws and recommended 
PJM Tariff changes related thereto are to be in writing, whether transmitted electronically, by 
fax, mail, or courier.  The Market Monitoring Unit may alert the Commission orally in advance 
of the written Referral. 
 
The Referral should be addressed to the Commission’s Director of the Office of Energy Market 
Regulation, with copies directed to both the Director of the Office of Enforcement and the 
General Counsel. 
 
The Referral must include, but need not be limited to, the following information: 
 
 a. A detailed narrative describing the perceived market design flaw[s]; 
 
 b. The consequences of the perceived market design flaws, including, if known, an 
estimate of economic impact on the market; 
 
 c. The rule or PJM Tariff revisions that the Market Monitoring Unit believes could 
remedy the perceived market design flaw; and 
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 d. Any other information the Market Monitoring Unit believes is relevant and may 
be helpful to the Commission. 
 
Following a Referral to the Commission, the Market Monitoring Unit must continue to notify 
and inform the Commission of any additional information regarding the perceived market design 
flaw, its effects on the market, any additional or modified observations concerning the rule or 
PJM Tariff changes that could remedy the perceived design flaw.  The Market Monitoring Unit 
must also notify and inform the Commission of any recommendations made by the Market 
Monitoring Unit to PJM, stakeholders, Market Participants or State Commissions regarding the 
perceived design flaw, and any actions taken by PJM regarding the perceived design flaw. 
 
 J. Additional Market Monitoring Unit Authority:  In addition to notifications and 
Referrals under Sections IV.I.1 and IV.I.2, respectively, the Market Monitoring Unit shall have 
the additional authority described in this section, as follows:   
 
  1. Engage in discussions regarding issues relating to the PJM Market Rules 
or FERC Market Rules, in order to understand such issues and to attempt to resolve informally 
such issues or other issues. 
 
  2. Excepting matters governed by Section IV.I, file reports and make 
appropriate regulatory filings with Authorized Government Agencies to address design flaws, 
structural problems, compliance, market power, or other issues, and seek such appropriate action 
or make such recommendations as the Market Monitoring Unit shall deem appropriate. The 
Market Monitoring Unit shall make such filings or reports publicly available and provide 
simultaneous notice of the existence of reports to the PJM members and PJM, subject to 
protection of confidential information. 
 
  3. Consult with Authorized Government Agencies concerning the need for 
specific investigations or monitoring activities. 
 
  4. Consider and evaluate a broad range of additional enforcement 
mechanisms that may be necessary to assure compliance with the PJM Market Rules.  As part of 
this evaluation process, the Market Monitoring Unit shall consult with Authorized Government 
Agencies and other interested parties. 
 
  5. Report directly to the Commission staff on any matter. 
 
 K. Confidentiality:   
 
  1. All discussions between the Market Monitoring Unit and Market 
Participants concerning the informal resolution of compliance issues initially shall remain 
confidential, subject to the provisions in subsection IV.K.3. 
 
  2. Except as provided in subsection IV.K.3, in exercising its authority to 
make Referrals, the Market Monitoring Unit shall observe the confidentiality provisions of the 
PJM Operating Agreement and Attachment M - Appendix. 
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  3. Notwithstanding anything to the contrary in this Plan or the PJM 
Operating Agreement and Attachment M - Appendix, the Market Monitoring Unit:  (a) may 
disclose any information to the Commission in connection with the reporting required under 
Sections IV.I.1 and IV.I.2 of this Plan, provided that any written submission to the Commission 
that includes information that is confidential under the PJM Operating Agreement or Attachment 
M - Appendix shall be accompanied by a request that the information be maintained as 
confidential, and (b) may make reports or other regulatory filings pursuant to Section IV.J or V 
of this Plan if accompanied by a request that information that is confidential under the PJM 
Operating Agreement or Attachment M - Appendix be maintained as confidential. 
 
V. INFORMATION AND DATA  
 
 A. Primary Information Sources:  The Market Monitoring Unit shall rely primarily 
upon data and information that are customarily gathered in the normal course of business of PJM 
and such publicly available data and information that may be helpful to accomplish the 
objectives of the Plan, including, but not limited to, (1) information gathered or generated by 
PJM in connection with its scheduling and dispatch functions, its operation of the transmission 
grid in the PJM Region or its determination of Locational Marginal Prices, (2) information 
required to be provided to PJM in accordance with the PJM Market Rules and (3) any other 
information that is generated by, provided to, or in the possession of PJM.  The foregoing 
information shall be provided to the Market Monitoring Unit as soon as practicable, including, 
but not limited to, real-time access to scheduling, dispatch and other operational data. 
 
 B. Other Information Requests:  If other information is required from a Market 
Participant, the Market Monitoring Unit shall comply with the following procedures: 
 
  1. Request for Additional Data:  If the Market Monitoring Unit determines 
that additional information is required to accomplish the objectives of the Plan, the Market 
Monitoring Unit may make reasonable requests of the entities possessing such information to 
provide the information.  Any such request for additional information will be accompanied by an 
explanation of the need for the information and the Market Monitoring Unit’s inability to acquire 
the information from alternate sources. 
 
  2. Failure to Comply with Request:  The information request recipient 
shall provide the Market Monitoring Unit with all information that is reasonably requested.  If an 
information request recipient does not provide requested information within a reasonable time, 
the Market Monitoring Unit may initiate such regulatory or judicial proceedings to compel the 
production of such information as may be available and deemed appropriate by the Market 
Monitoring Unit, including petitioning the Commission for an order that the information is 
necessary and directing its production.  An information request recipient shall have the right to 
respond to any such petitions and participate in the proceedings thereon. 
 
  3. Information Concerning Possible Undue Preference:  Notwithstanding 
subsection V.B.1, if the Market Monitoring Unit requests information relating to possible undue 
preference between Transmission Owners and their affiliates, Transmission Owners and their 
affiliates must provide requested information to the Market Monitoring Unit within a reasonable 
time, as specified by the Market Monitoring Unit; provided, however, that an information request 
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recipient may petition the Commission for an order limiting all or part of the information request, 
in which event the Commission’s order on the petition shall determine the extent of the 
information request recipient’s obligation to comply with the disputed portion of the information 
request. 
 
  4. Confidentiality:  Except as provided in Section IV.K.3 of this Plan, the 
Market Monitoring Unit shall observe the confidentiality provisions of the PJM Operating 
Agreement and Attachment M - Appendix with respect to information provided under this 
section if an entity providing the information designates it as confidential. 
 
 C. Complaints:  Any Market Participant or other interested entity may at any time 
submit information to the Market Monitoring Unit concerning any matter relevant to the Market 
Monitoring Unit’s responsibilities under the Plan, or may request the Market Monitoring Unit to 
make inquiry or take any action contemplated by the Plan.  Such submissions or requests may be 
made on a confidential basis.  The Market Monitoring Unit may request further information from 
such Market Participant or other entity and make such inquiry as the Market Monitoring Unit 
considers appropriate.  The Market Monitoring Unit shall not be required to act with respect to 
any specific complaint unless the Market Monitoring Unit determines action to be warranted. 
 
 D. Collection and Availability of Information:  The Market Monitoring Unit shall 
regularly collect and maintain under its sole control the information that it deems necessary for 
implementing the Plan. A Market Participant shall have sole responsibility to make available to 
the Market Monitoring Unit any information that the Market Monitoring Unit deems reasonably 
necessary to document, verify or investigate a claim or request by such Market Participant. All 
load reduction data are subject to audit by the Market Monitoring Unit. The Market Monitoring 
Unit shall make publicly available a detailed description of the categories of data collected by the 
Market Monitoring Unit.  To the extent it deems appropriate and upon specific request, the 
Market Monitoring Unit may release other data to the public, consistent with the obligations of 
the Market Monitoring Unit and PJM to protect confidential, proprietary, or commercially 
sensitive information as provided in Attachment M - Appendix and the PJM Operating 
Agreement. 
 
 E. Access to Personnel and Facilities:  The Market Monitoring Unit shall have 
access to PJM personnel and facilities as necessary to perform the functions set forth in this Plan.  
If the Market Monitoring Unit seeks data or other information from PJM personnel, it may 
contact the appropriate personnel that may be in possession of such data or information.  If the 
Market Monitoring Unit seeks a formal opinion or position on a matter from PJM, it shall contact 
the PJM Liaison or appropriate senior management official to provide such opinion or position. 
 
 F. Market Monitoring Indices:  The Market Monitoring Unit shall develop, and 
shall refine on the basis of experience, indices or other standards to evaluate the information that 
it collects and maintains.  Prior to using any such index or standard, the Market Monitoring Unit 
shall provide PJM members, Authorized Government Agencies, and other interested parties an 
opportunity to comment on the appropriateness of such index or standard.  Following such 
opportunity for comments, the decision to use any index or standard shall be solely that of the 
Market Monitoring Unit. 
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 G. Evaluation of Information:  The Market Monitoring Unit shall evaluate, and 
shall refine on the basis of experience, the information it collects and maintains, or that it 
receives from other sources, regarding the operation of the PJM Markets or other matters 
relevant to the Plan.  As so evaluated, such information shall provide the basis for reports or 
other actions of the Market Monitoring Unit under this Plan. 
 
VI. REPORTS 
 
 A. Reports:  The Market Monitoring Unit shall prepare and submit 
contemporaneously to the Commission, the State Commissions, the PJM Board, PJM 
Management and to the PJM Members Committee, annual state-of-the-market reports on the 
state of competition within, and the efficiency of, the PJM Markets, and quarterly reports that 
update selected portions of the annual report and which may focus on certain topics of particular 
interest to the Market Monitoring Unit. The quarterly reports shall not be as extensive as the 
annual reports. In its annual, quarterly and other reports, the Market Monitoring Unit may make 
recommendations regarding any matter within its purview.  The annual reports shall, and the 
quarterly reports may, address, among other things, the extent to which prices in the PJM 
Markets reflect competitive outcomes, the structural competitiveness of the PJM Markets, the 
effectiveness of bid mitigation rules, and the effectiveness of the PJM Markets in signaling 
infrastructure investment.  These annual reports shall, and the quarterly reports may include 
recommendations as to whether changes to the Market Monitoring Unit or the Plan are required.  
In addition, the Market Monitoring Unit shall provide to the PJM Board, in a timely manner, 
copies of any reports submitted to Authorized Government Agencies pursuant to Section VI.B.  
The Market Monitoring Unit may from time-to-time prepare and submit additional reports to the 
Commission, the PJM Board and PJM Members Committee as the Market Monitoring Unit may 
deem appropriate in the discharge of its responsibilities under the Plan. 
 
 B. Reports to Authorized Government Agencies:  The Market Monitoring Unit 
shall contemporaneously submit to the Authorized Government Agencies the reports provided to 
the PJM Board pursuant to Section VI.A.  Subject to applicable law and regulation and any other 
applicable provisions of the PJM Operating Agreement or PJM Tariff, the Market Monitoring 
Unit shall, to the extent practicable, respond to reasonable requests by Authorized Government 
Agencies other than the Commission for reports, subject to protection of confidential, proprietary 
and commercially sensitive information, the protection of the confidentiality of ongoing inquiries 
and monitoring activities, and the availability of resources. 
 
 C. Public Reports:  The Market Monitoring Unit shall prepare a detailed public 
annual report about the Market Monitoring Unit’s activities, subject to protection of confidential, 
proprietary, and commercially sensitive information and the protection of the confidentiality of 
ongoing investigations and monitoring activities.  The Market Monitoring Unit may, instead of 
filing a separate report, include the referenced material in a report filed pursuant to Section VI.A 
hereof. 
 
 D. State Commission Tailored Requests for Information:  Subject to the 
confidentiality restrictions of Attachment M – Appendix, Section I.D. of the PJM Tariff and 
Section 18.17.4 of the PJM Operating Agreement, the Market Monitoring Unit may provide, at 
its discretion, information regarding general market trends and the performance of the PJM 
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Markets in response to a State Commission’s tailored request for information unless the 
requested information is designed to aid state enforcement actions or impinges upon the 
confidentiality rules of the Federal Energy Regulatory Commission with regard to Referrals.   
 
The Market Monitoring Unit shall provide to any Market Participant whose information has been 
requested, or who may be affected by the release of the requested information, written notice, 
which shall include electronic communication, of a State Commission’s tailored request for 
information as soon as possible, but not later than two (2) Business Days after the receipt of the 
request.  If the request for tailored information seeks to obtain Confidential Information, the 
requirements and limitations of Section I.D. of Attachment M – Appendix shall apply.  If the 
request for tailored information seeks to obtain information that is not Confidential Information, 
if the Market Participant whose information has been requested or who may be affected by the 
release of the requested information objects to the request or any portion thereof, it shall be given 
the opportunity to contest the request and to provide a contextual explanation to supplement the 
information produced by the Market Monitoring Unit so long as the providing of the contextual 
explanation does not unduly delay the release of the information to the State Commission.  To 
register its objection, the Market Participant must request, in writing, within four (4) Business 
Days following the Market Monitoring Unit’s receipt of the request, a conference with the State 
Commission to resolve differences concerning the scope or timing of the tailored request for 
information; provided, however, nothing herein shall require the State Commission to participate 
in any conference. Any party to the conference may seek assistance from FERC staff in 
resolution of the dispute or terminate the conference process at any time. Should such conference 
be refused or terminated by any participant or should such conference not resolve the dispute, 
then the Market Participant whose information has been requested or who may be affected by the 
release of the requested information, may file a complaint with the FERC pursuant to Rule 206 
objecting to the request for tailored information within ten (10) Business Days following receipt 
of written notice from any conference participant terminating such conference. Any complaints 
filed at the FERC objecting to a particular request for tailored information shall be designated by 
the party as a “fast track” complaint and each party shall bear its own costs in connection with 
such FERC proceeding.  
 
If no complaint challenging the request for tailored information is filed within the ten (10) 
Business Day period defined above, the Market Monitoring Unit shall utilize its best efforts to 
respond to the request for tailored information promptly. If a complaint is filed, and the 
Commission does not act on that complaint within ninety (90) days, the complaint shall be 
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the request 
for tailored information promptly. Notwithstanding the foregoing, if the Market Monitoring Unit 
determines, in its discretion, that responding to the State Commission’s request for tailored 
information is unreasonably burdensome and/or will interfere with the Market Monitoring Unit’s 
ability to carry out its core functions based on time and resource availability of its staff, the 
Market Monitoring Unit may decline such a request.   
 
 E. IMM Staff Availability:  The Market Monitoring Unit shall make one or more 
staff members available for regular conference calls, which may be attended telephonically or in 
person, by FERC Commission staff, State Commission staff, representatives of PJM, and Market 
Participants.  
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VII. AUDIT 
 
The Market Monitoring Unit shall annually (a) document, and advise PJM of, Market 
Monitoring Unit’s actual expenses for the prior year by no later than March 15, and provide a 
copy of such documentation to the Finance Committee, and (b) provide audited financial 
statements of the Market Monitoring Unit of revenues and expenses related solely to the services 
provided to PJM, audited by a nationally recognized independent third party auditor selected by 
the Market Monitor, by no later than May 15.  The audit report shall include, but not be limited 
to, a review of whether MMU expenditures were for purposes consistent with the functions set 
forth in this Plan and shall include documentation at a level of supporting detail consistent with 
that required in Section III.E above. The audit report shall be provided to the PJM Board, 
Finance Committee, Market Monitoring Unit, OPSI, OPSI Advisory Committee, PJM and PJM 
members subject to the protection of confidential information.  The requirement that the Market 
Monitoring  Unit annually document and advise PJM of its expenses for the prior year is also 
found in subsection (e) of Schedule 9-MMU. 
 
VIII. LIMITATION OF LIABILITY 
 
Any liability of PJM arising under or in relation to this Plan shall be subject to this Section VIII.  
The PJM Entities shall not be liable to any Market Participant, any party to the PJM Operating 
Agreement, any customer under the PJM Tariff, or any other person subject to this Plan in 
respect of any matter described in or contemplated by this Plan, as the same may be amended or 
supplemented from time to time, including but not limited to liability for any financial loss, loss 
of economic advantage, opportunity cost, or actual or consequential damages of any kind 
resulting from or attributable to any act or omission of any of the PJM Entities under this Plan.  
Neither the OPSI Advisory Committee nor any State Commission (including commissioners and 
staff persons) shall be liable to any person under this Plan for any financial loss, loss of 
economic advantage, opportunity cost, or actual or consequential damages associated with 
performing any of its functions or duties under this Plan. 
 
IX. ALTERNATIVE DISPUTE RESOLUTION 
 
Notwithstanding any provision of the PJM Tariff or the PJM Operating Agreement, PJM and the 
Market Monitoring Unit shall not be required to use the dispute resolution procedures in the PJM 
Tariff or the PJM Operating Agreement in carrying out its duties and responsibilities under this 
Plan.  However, nothing herein shall prevent PJM or any other person from requesting the use of 
the dispute resolution procedure set forth in the PJM Tariff or the PJM Operating Agreement, as 
applicable. 
 
X. EFFECTIVE DATE 
 
This Plan shall be effective as of August 1, 2008. 
 
XI. CODE OF ETHICS 
 
The Market Monitoring Unit and its employees, as applicable, shall adhere to the following Code 
of Ethics, which is reproduced from Section 17 of PJM Rate Schedule No. 46, Market 
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Monitoring Services Agreement By And Between PJM Interconnection, L.L.C. And Monitoring 
Analytics, LLC entered into on December 18, 2007, and filed with the Commission to comply 
with order of the Federal Energy Regulatory Commission, Docket Nos. EL07-56 and EL07-58 et 
al., issued March 21, 2008, 122 FERC ¶ 61,257. 
 
 A. Conflicts of Interest: 
 

1. The Market Monitoring Unit will use its best efforts to assure that all of its 
employees comply with this Code of Ethics and shall take appropriate disciplinary actions 
against employees who violate the policy. 

 
2. The Market Monitoring Unit and its employees assisting on market 

monitoring matters for PJM, and their spouses and dependent children, may not have a direct 
equity or other financial interest in a Market Participant or in a parent, subsidiary, or affiliate of a 
Market Participant. (The term “direct” is meant to exclude investments such as mutual funds in 
which a person has no direct control, with the exception of sector-specific mutual funds.) 

 
3. The Market Monitoring Unit and its employees assisting on market 

monitoring matters for PJM, may not undertake a matter for a third party where such 
representation would require disclosure of market-sensitive or proprietary information of PJM. 
 
 B. Prohibited Engagements and Conduct by the Market Monitoring Unit:  
 

1. Neither the Market Monitoring Unit nor its employees will be engaged to 
provide advice to, or undertake a matter for or on behalf of, any entity on any entity’s 
participation in the PJM Markets, except as otherwise authorized under subparagraphs 3 and 5 
below. 

 
2. Neither the Market Monitoring Unit nor its employees will be engaged by 

any entity in any litigation, open regulatory docket, alternative dispute resolution procedure, or 
arbitration with PJM, except as otherwise authorized under subparagraphs 3 and 5 below.  

 
3. Neither the Market Monitoring Unit nor its employees will be engaged to 

appear on behalf of or against any entity before a state regulatory commission within the PJM 
Region in any new engagement in the electricity business except as authorized under the PJM 
Tariff, as requested by a state regulatory commission, or as otherwise required by law.  

 
4. Neither the Market Monitoring Unit nor its employees shall accept any 

engagement by any market participant outside of the PJM Region that would require the Market 
Monitoring Unit to take a position adverse to any PJM member or inconsistent with any position 
taken by the Market Monitoring Unit in the PJM Region. 

 
5. Neither the Market Monitoring Unit nor its employees will be engaged to 

appear on behalf of or against any entity before the Commission on any matter within the PJM 
Region in any new engagement in the electricity business except as authorized under the PJM 
Tariff, as requested by the Commission, or as otherwise required by law. 
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6. Before the Market Monitoring Unit accepts any engagement on behalf of 
or against an Interested Party, it must inform the PJM General Counsel and the PJM Board of 
such potential engagement and provide the PJM Board with an opportunity to state its objection 
to such representation on the ground the engagement would present a conflict of interest or result 
in the material appearance of conflict.  At the discretion of the Market Monitoring Unit, the 
Market Monitoring Unit may notify the PJM General Counsel that the proposed engagement is 
confidential and request that the General Counsel disclose the proposed engagement only to a 
PJM Board subcommittee in a manner which limits the disclosure of nonpublic information.  
Within seven (7) Business Days of being informed of the potential engagement by the Market 
Monitoring Unit, the PJM Board shall state any objection to such potential engagement.  If the 
Market Monitoring Unit disagrees with the PJM Board’s determination regarding the potential 
engagement by the Market Monitoring Unit, the Parties shall jointly engage the Commission’s 
Dispute Resolution Service to determine whether the engagement would present a conflict of 
interest or result in the material appearance of a conflict.  Unless the Commission’s Dispute 
Resolution Service finds no conflict of interest the Market Monitoring Unit shall be precluded 
from accepting the challenged engagement.  For these purposes, the term “Interested Party” 
means (x) a Market Participant; (v) a state regulatory commission within the PJM Region; or (z) 
a person or entity with a significant direct financial interest in the organization, governance or 
operation of PJM but shall not include PJM itself. 

 
7. Employees of the Market Monitoring Unit shall not accept gifts, 

payments, favors, meals, transportation, entertainment, or services (individually, “Gift,” and 
collectively, “Gifts”), of other than nominal value within a calendar year from PJM, Authorized 
Government Agencies, any market participant, contractor, supplier or vendor to the Market 
Monitoring Unit. Except that “Gifts” shall not include any of the foregoing that is generally 
provided to the attendees of business meetings (e.g. PJM stakeholder meetings). Gifts not 
exceeding One Hundred Fifty Dollars ($150) shall be deemed to be of “nominal value.”  
Similarly, neither the Market Monitoring Unit nor any employee of the Market Monitoring Unit 
shall offer any Gift to any public official or Market Participant unless such Gifts: are legal; not 
offered for specific gain or reciprocal action; follow generally accepted ethical standards; and are 
of nominal value. 

 
8. Neither the Market Monitoring Unit nor its employees shall serve as an 

officer, employee or partner of a Market Participant. 
 
9. Neither the Market Monitoring Unit nor its employees shall engage in any 

transactions in the PJM markets other than the performance of their duties under the PJM Tariff. 
 
10. Neither the Market Monitoring Unit nor its employees shall be 

compensated, other than by PJM, for any expert witness testimony or commercial services, either 
to PJM or to any other party, in connection with legal or regulatory proceeding or commercial 
transaction relating to PJM or to PJM’s markets. 

 
11. Employees of the Market Monitoring Unit must advise their supervisor(s) in 

the event they seek employment with a Market Participant, and must disqualify themselves from 
participating in any matter that would have an effect on the financial interest of the Market 
Participant while still in the employ of the Market Monitoring Unit. 
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 C. Compliance with All Applicable Laws:  The Market Monitoring Unit will use 
its best efforts to assure the compliance of the Market Monitoring Unit and its employees with all 
applicable laws, including but not limited to those referenced in the PJM Code of Conduct. 
 
XII. NOTICE TO MARKET PARTICIPANTS 
 
When the Tariff requires the MMU to provide written notice to or communication with a Market 
Participant, such notice or communication shall include, but not be limited to, a letter, email or 
posting to a Market Participant’s account in the internet-based application designated by the 
Market Monitoring Unit.  
  
 



 

Page 363 

ATTACHMENT M – APPENDIX 
 
I. CONFIDENTIALITY OF DATA AND INFORMATION 
 
A. Party Access: 
 
1. No Member shall have a right hereunder to receive or review any documents, data or 
other information of another Member, including documents, data or other information provided 
to the Market Monitoring Unit, to the extent such documents, data or information have been 
designated as confidential pursuant to the procedures adopted by the Market Monitoring Unit or 
to the extent that they have been designated as confidential by such other Member; provided, 
however, a Member may receive and review any composite documents, data and other 
information that may be developed based on such confidential documents, data or information if 
the composite does not disclose any individual Member’s confidential data or information. 
 
2. Except as may be provided in this Appendix, the Plan, the PJM Operating Agreement or 
in the PJM Tariff, the Market Monitoring Unit shall not disclose to PJM Members or to third 
parties, any documents, data, or other information of a Member or entity applying for 
Membership, to the extent such documents, data, or other information has been designated 
confidential pursuant to the procedures adopted by the Market Monitoring Unit or by such 
Member or entity applying for membership; provided that nothing contained herein shall prohibit 
the Market Monitoring Unit from providing any such confidential information to its agents, 
representatives, or contractors to the extent that such person or entity is bound by an obligation 
to maintain such confidentiality. 
 
The Market Monitoring Unit, its designated agents, representatives, and contractors shall 
maintain as confidential the electronic tag (“e-Tag”) data of an e-Tag Author or Balancing 
Authority (defined as those terms are used in FERC Order No. 771) to the same extent as 
Member data under this Section I.  Nothing contained herein shall prohibit the Market 
Monitoring Unit from sharing with the market monitor of another Regional Transmission 
Organization (“RTO”), Independent System Operator (“ISO”), upon their request, the e-Tags of 
an e-Tag Author or Balancing Authority for intra-PJM Region transactions and interchange 
transactions scheduled to flow into, out of or through the PJM Region, to the extent such market 
monitor has requested such information as part of its investigation of possible market violations 
or market design flaws, and to the extent that such market monitor is bound by a tariff provision 
requiring that the e-Tag data be maintained as confidential, or in the absence of a tariff 
requirement governing confidentiality, a written agreement with the Market Monitoring Unit 
consistent with FERC Order No. 771, and any clarifying orders and implementing regulations.  
 
The Market Monitoring Unit shall collect and use confidential information only in connection 
with its authority under this Appendix, the Plan, the PJM Operating Agreement or in the PJM 
Tariff and the retention of such information shall be in accordance with the Office of the 
Interconnection’s data retention policies. 
 
3. Nothing contained herein shall prevent the Market Monitoring Unit from releasing a 
Member’s confidential data or information to a third party provided that the Member has 
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delivered to the Market Monitoring Unit specific, written authorization for such release setting 
forth the data or information to be released, to whom such release is authorized, and the period of 
time for which such release shall be authorized. The Market Monitoring Unit shall limit the 
release of a Member’s confidential data or information to that specific authorization received 
from the Member. Nothing herein shall prohibit a Member from withdrawing such authorization 
upon written notice to the Market Monitoring Unit, who shall cease such release as soon as 
practicable after receipt of such withdrawal notice. 
 
4. Reciprocal provisions to this Section I hereof, delineating the confidentiality 
requirements of the Office of the Interconnection and PJM members, are set forth in Section 
18.17 of the PJM Operating Agreement.  
 
B. Required Disclosure: 
 
1. Notwithstanding anything in the foregoing section to the contrary, and subject to the 
provisions of Section I.C below, if the Market Monitoring Unit is required by applicable law, 
order, or in the course of administrative or judicial proceedings, to disclose to third parties, 
information that is otherwise required to be maintained in confidence pursuant to the PJM Tariff, 
PJM Operating Agreement, Attachment M or this Appendix, the Market Monitoring Unit may 
make disclosure of such information; provided, however, that as soon as the Market Monitoring 
Unit learns of the disclosure requirement and prior to making disclosure, the Market Monitoring 
Unit shall notify the affected Member or Members of the requirement and the terms thereof and 
the affected Member or Members may direct, at their sole discretion and cost, any challenge to or 
defense against the disclosure requirement. The Market Monitoring Unit shall cooperate with 
such affected Members to the maximum extent practicable to minimize the disclosure of the 
information consistent with applicable law. The Market Monitoring Unit shall cooperate with the 
affected Members to obtain proprietary or confidential treatment of such information by the 
person to whom such information is disclosed prior to any such disclosure. 
 
2. Nothing in this Section I shall prohibit or otherwise limit the Market Monitoring Unit’s 
use of information covered herein if such information was: (i) previously known to the Market 
Monitoring Unit without an obligation of confidentiality; (ii) independently developed by or for 
the Office of the Interconnection and/or the PJM Market Monitor using non-confidential 
information; (iii) acquired by the Office of the Interconnection and/or the PJM Market Monitor 
from a third party which is not, to the Office of the Market Monitoring Unit’s knowledge, under 
an obligation of confidence with respect to such information; (iv) which is or becomes publicly 
available other than through a manner inconsistent with this Section I. 
 
3. The Market Monitoring Unit shall impose on any contractors retained to provide 
technical support or otherwise to assist with the implementation of the Plan or this Appendix a 
contractual duty of confidentiality consistent with the Plan or this Appendix. A Member shall not 
be obligated to provide confidential or proprietary information to any contractor that does not 
assume such a duty of confidentiality, and the Market Monitoring Unit shall not provide any 
such information to any such contractor without the express written permission of the Member 
providing the information. 
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C. Disclosure to FERC and CFTC: 
 
1. Notwithstanding anything in this Section I to the contrary, if the FERC, the Commodity 
Futures Trading Commission (“CFTC”) or the staff of those commissions, during the course of 
an investigation or otherwise, requests information from the Market Monitoring Unit that is 
otherwise required to be maintained in confidence pursuant to the PJM Tariff, the PJM Operating 
Agreement, the Plan or this Appendix, the Market Monitoring Unit shall provide the requested 
information to the FERC, CFTC or their staff, within the time provided for in the request for 
information. In providing the information to the FERC or its staff, the Market Monitoring Unit 
may request, consistent with 18 C.F.R. §§ 1b.20 and 388.112, or to the CFTC or its staff, the 
Market Monitoring Unit may request, consistent with 17 C.F.R. §§ 11.3 and 145.9, that the 
information be treated as confidential and non-public by the respective commission and its staff 
and that the information be withheld from public disclosure. The Market Monitoring Unit shall 
promptly notify any affected Member(s) if the Market Monitoring Unit receives from the FERC, 
CFTC or their staff, written notice that the commission has decided to release publicly or has 
asked for comment on whether such commission should release publicly, confidential 
information previously provided to a commission Market Monitoring Unit. 
 
2. The foregoing Section I.C.1 shall not apply to requests for production of information 
under Subpart D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in 
proceedings before FERC and its administrative law judges. In all such proceedings, the Office 
of the Interconnection and/or the Market Monitoring Unit shall follow the procedures in Section 
I.B. 
 
D. Disclosure to Authorized Commissions: 
 
1. Notwithstanding anything in this Section I to the contrary, the Market Monitoring Unit 
shall disclose confidential information, otherwise required to be maintained in confidence 
pursuant to the PJM Tariff, the PJM Operating Agreement, the Plan or this Appendix, to an 
Authorized Commission under the following conditions: 
 

(i) The Authorized Commission has provided the FERC with a properly executed 
Certification in the form attached to the PJM Operating Agreement as Schedule 10A. Upon 
receipt of the Authorized Commission’s Certification, the FERC shall provide public notice of 
the Authorized Commission’s  filing pursuant to 18 C.F.R. § 385.2009. If any interested party 
disputes the accuracy and adequacy of the representations contained in the Authorized 
Commission’s Certification, that party may file a protest with the FERC within 14 days of the 
date of such notice, pursuant to 18 C.F.R. § 385.211. The Authorized Commission may file a 
response to any such protest within seven days. Each party shall bear its own costs in connection 
with such a protest proceeding. If there are material changes in law that affect the accuracy and 
adequacy of the representations in the Certification filed with the FERC, the Authorized 
Commission shall, within thirty (30) days, submit an amended Certification identifying such 
changes. Any such amended Certification shall be subject to the same procedures for comment 
and review by the FERC as set forth above in this paragraph. 
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(ii) Neither the Office of the Interconnection nor the Market Monitoring Unit may 
disclose data to an Authorized Commission during the FERC’s consideration of the Certification 
and any filed protests. If the FERC does not act upon an Authorized Commission’s Certification 
within 90 days of the date of filing, the Certification shall be deemed approved and the 
Authorized Commission shall be permitted to receive confidential information pursuant to this 
Section I. In the event that an interested party protests the Authorized Commission’s 
Certification and the FERC approves the Certification, that party may not challenge any 
Information Request made by the Authorized Commission on the grounds that the Authorized 
Commission is unable to protect the confidentiality of the information requested, in the absence 
of a showing of changed circumstances. 
 

(iii) Any confidential information provided to an Authorized Commission pursuant to 
this Section I shall not be further disclosed by the recipient Authorized Commission except by 
order of the FERC. 
 

(iv) The Market Monitoring Unit shall be expressly entitled to rely upon such 
Authorized Commission Certifications in providing confidential information to the Authorized 
Commission, and shall in no event be liable, or subject to damages or claims of any kind or 
nature hereunder, due to the ineffectiveness or inaccuracy of such Authorized Commission 
Certifications. 
 

(v) The Authorized Commission may provide confidential information obtained from 
the Market Monitoring Unit to such of its employees, attorneys and contractors as needed to 
examine or handle that information in the course and scope of their work on behalf of the 
Authorized Commission, provided that (a) the Authorized Commission has internal procedures 
in place, pursuant to the Certification, to ensure that each person receiving such information 
agrees to protect the confidentiality of such information (such employees, attorneys or 
contractors to be defined hereinafter as “Authorized Persons”); (b) the Authorized Commission 
provides, pursuant to the Certification, a list of such Authorized Persons to the Office of the 
Interconnection and the Market Monitoring Unit and updates such list, as necessary, every ninety 
(90) days; and (c) any third-party contractors provided access to confidential information sign a 
nondisclosure agreement in the form attached to the PJM Operating Agreement as Schedule 10 
before being provided access to any such confidential information. 
 
2. The Market Monitoring Unit may, in the course of discussions with an Authorized 
Person, orally disclose information otherwise required to be maintained in confidence, without 
the need for a prior Information Request. Such oral disclosures shall provide enough information 
to enable the Authorized Person or the Authorized Commission with which that Authorized 
Person is associated to determine whether additional Information Requests are appropriate. The 
Market Monitoring Unit will not make any written or electronic disclosures of confidential 
information to the Authorized Person pursuant to this Section I.D.2. In any such discussions, the 
Market Monitoring Unit shall ensure that the individual or individuals receiving such 
confidential information are Authorized Persons as defined herein, orally designate confidential 
information that is disclosed, and refrain from identifying any specific Affected Member whose 
information is disclosed. The Market Monitoring Unit shall also be authorized to assist 
Authorized Persons in interpreting confidential information that is disclosed. The Market 
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Monitoring Unit shall provide any Affected Member with oral notice of any oral disclosure 
immediately, but not later than one (1) Business Day after the oral disclosure. Such oral notice to 
the Affected Member shall include the substance of the oral disclosure, but shall not reveal any 
confidential information of any other Member and must be received by the Affected Member 
before the name of the Affected Member is released to the Authorized Person; provided 
however, disclosure of the identity of the Affected Party must be made to the Authorized 
Commission with which the Authorized Person is associated within two (2) Business Days of the 
initial oral disclosure. 
 
3. As regards Information Requests: 
 

(i) Information Requests to the Office of the Interconnection and/or Market 
Monitoring Unit by an Authorized Commission shall be in writing, which shall include 
electronic communications, addressed to the Market Monitoring Unit, and shall: (a) describe the 
information sought in sufficient detail to allow a response to the Information Request; (b) 
provide a general description of the purpose of the Information Request; (c) state the time period 
for which confidential information is requested; and (d) re-affirm that only Authorized Persons 
shall have access to the confidential information requested. The Market Monitoring Unit shall 
provide an Affected Member with written notice, which shall include electronic communication, 
of an Information Request by an Authorized Commission as soon as possible, but not later than 
two (2) Business Days after the receipt of the Information Request. 
 

(ii) Subject to the provisions of Section I.D.3(iii) below, the Market Monitoring Unit 
shall supply confidential information to the Authorized Commission in response to any 
Information Request within five (5) Business Days of the receipt of the Information Request, to 
the extent that the requested confidential information can be made available within such period; 
provided however, that in no event shall confidential information be released prior to the end of 
the fourth (4th) Business Day without the express consent of the Affected Member. To the extent 
that the Market Monitoring Unit cannot reasonably prepare and deliver the requested confidential 
information within such five (5) day period, it shall, within such period, provide the Authorized 
Commission with a written schedule for the provision of such remaining confidential 
information. Upon providing confidential information to the Authorized Commission, the Market 
Monitoring Unit shall either provide a copy of the confidential information to the Affected 
Member(s), or provide a listing of the confidential information disclosed; provided, however, 
that the Market Monitoring Unit shall not reveal any Member’s confidential information to any 
other Member. 
 

(iii) Notwithstanding Section I.D.3(ii), above, should the Office of the 
Interconnection, the Market Monitoring Unit or an Affected Member object to an Information 
Request or any portion thereof, any of them may, within four (4) Business Days following the 
Market Monitoring Unit’s receipt of the Information Request, request, in writing, a conference 
with the Authorized Commission to resolve differences concerning the scope or timing of the 
Information Request; provided, however, nothing herein shall require the Authorized 
Commission to participate in any conference. Any party to the conference may seek assistance 
from FERC staff in resolution of the dispute or terminate the conference process at any time. 
Should such conference be refused or terminated by any participant or should such conference 
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not resolve the dispute, then the Office of the Interconnection, Market Monitoring Unit, or the 
Affected Member may file a complaint with the FERC pursuant to Rule 206 objecting to the 
Information Request within ten (10) Business Days following receipt of written notice from any 
conference participant terminating such conference. Any complaints filed at the FERC objecting 
to a particular Information Request shall be designated by the party as a “fast track” complaint 
and each party shall bear its own costs in connection with such FERC proceeding. The grounds 
for such a complaint shall be limited to the following: (a) the Authorized Commission is no 
longer able to preserve the confidentiality of the requested information due to changed 
circumstances relating to the Authorized Commission’s ability to protect confidential 
information arising since the filing of or rejection of a protest directed to the Authorized 
Commission’s Certification; (b) complying with the Information Request would be unduly 
burdensome to the complainant, and the complainant has made a good faith effort to negotiate 
limitations in the scope of the requested information; or (c) other exceptional circumstances exist 
such that complying with the Information Request would result in harm to the complainant. 
There shall be a presumption that “exceptional circumstances,” as used in the prior sentence, 
does not include circumstances in which an Authorized Commission has requested wholesale 
market data (or Market Monitoring Unit workpapers that support or explain conclusions or 
analyses) generated in the ordinary course and scope of the operations of the Market Monitoring 
Unit. There shall be a presumption that circumstances in which an Authorized Commission has 
requested personnel files, internal emails and internal company memos, analyses and related 
work product constitute “exceptional circumstances” as used in the prior sentence. If no 
complaint challenging the Information Request is filed within the ten (10) day period defined 
above, the Office of the Interconnection and/or Market Monitoring Unit shall utilize its best 
efforts to respond to the Information Request promptly. If a complaint is filed, and the 
Commission does not act on that complaint within ninety (90) days, the complaint shall be 
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the 
Information Request promptly. 
 

(iv) Any Authorized Commission may initiate appropriate legal action at the FERC 
within ten (10) Business Days following receipt of information designated as “Confidential,” 
challenging such designation. Any complaints filed at FERC objecting to the designation of 
information as “Confidential” shall be designated by the party as a “fast track” complaint and 
each party shall bear its own costs in connection with such FERC proceeding. The party filing 
such a complaint shall be required to prove that the material disclosed does not merit 
“Confidential” status because it is publicly available from other sources or contains no trade 
secret or other sensitive commercial  information (with “publicly available” not being deemed to 
include unauthorized disclosures of otherwise confidential data). 
 
4. In the event of any breach of confidentiality of information disclosed pursuant to an 
Information Request by an Authorized Commission or Authorized Person: 
 
 (i) The Authorized Commission or Authorized Person shall promptly notify the 
Market Monitoring Unit, who shall, in turn, promptly notify any Affected Member of any 
inadvertent or intentional release, or possible release, of confidential information provided 
pursuant to this Section I. 
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 (ii) The Office Market Monitoring Unit shall terminate the right of such Authorized 
Commission to receive confidential information under this Section I upon written notice to such 
Authorized Commission unless: (i) there was no harm or damage suffered by the Affected 
Member; or (ii) similar good cause is shown. Any appeal of the Market Monitoring Unit’s 
actions under this Section I shall be to Commission. An Authorized Commission shall be entitled 
to reestablish its certification as set forth in Section I.D.1 by submitting a filing with the 
Commission showing that it has taken appropriate corrective action. If the Commission does not 
act upon an Authorized Commission's recertification filing with sixty (60) days of the date of the 
filing, the recertification shall be deemed approved and the Authorized Commission shall be 
permitted to receive confidential information pursuant to this section. 
 
 (iii) The Office of the Interconnection, the Market Monitoring Unit, and/or the 
Affected Member shall have the right to seek and obtain at least the following types of relief: (a) 
an order from the FERC requiring any breach to cease and preventing any future breaches; (b) 
temporary, preliminary, and/or permanent injunctive relief with respect to any breach; and (c) the 
immediate return of all confidential information to the Market Monitoring Unit. 
 
 (iv) No Authorized Person or Authorized Commission shall have responsibility or 
liability whatsoever under this section for any and all liabilities, losses, damages, demands, fines, 
monetary judgments, penalties, costs and expenses caused by, resulting from, or arising out of or 
in connection with the release of confidential information to persons not authorized to receive it, 
provided that such Authorized Person is an agent, servant, employee or member of an 
Authorized Commission at the time of such unauthorized release. Nothing in this Section 
I.D.4(iv) is intended to limit the liability of any person who is not an agent, servant, employee or 
member of an Authorized Commission at the time of such unauthorized release for any and all 
economic losses, damages, demands, fines, monetary judgments, penalties, costs and expenses 
caused by, resulting from, or arising out of or in connection with such unauthorized release. 
 
 (v) Any dispute or conflict requesting the relief in Section I.D.4(ii) or I.D.4(iii)(a) 
above, shall be submitted to the FERC for hearing and resolution. Any dispute or conflict 
requesting the relief in Section I.D.4(iii)(c) above may be submitted to FERC or any court of 
competent jurisdiction for hearing and resolution. 
 
E. Market Monitoring:  
 
1. Subject to the requirements of Section E.2, the Market Monitoring Unit may release 
confidential information of Public Service Electric & Gas Company (“PSE&G”), Consolidated 
Edison Company of New York  (“ConEd”), and their affiliates, and the confidential information 
of any Member regarding generation and/or transmission facilities located within the PSE&G 
Zone to the New York Independent System Operator, Inc. (“New York ISO”), the market 
monitoring unit of New York ISO and the New York ISO Market Advisor to the limited extent 
that the Office of the Interconnection or the Market Monitoring Unit determines necessary to 
carry out the responsibilities of PJM, New York ISO or the market monitoring units of the Office 
of the Interconnection and the New York ISO under FERC Opinion No. 476 (see Consolidated 
Edison Company v. Public Service Electric and Gas Company, et al., 108 FERC ¶ 61,120, at P 
215 (2004)) to conduct joint investigations to ensure that gaming, abuse of market power, or 
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similar activities do not take place with regard to power transfers under the contracts that are the 
subject of FERC Opinion No. 476. 
 
2. The Market Monitoring Unit may release a Member’s confidential information pursuant 
to Section I.E.1 to the New York ISO, the market monitoring unit of the New York ISO and the 
New York ISO Market Advisor only if the New York ISO, the market monitoring unit of the 
New York ISO and the New York ISO Market Advisor are subject to obligations limiting the 
disclosure of such information that are equivalent to or greater than the limitations on disclosure 
specified in this Section I.E. Information received from the New York ISO, the market 
monitoring unit of the New York ISO, or the New York ISO Market Advisor under Section I.E.1 
that is designated as confidential shall be protected from disclosure in accordance with this 
Section I.E. 
 
II. DEVELOPMENT OF INPUTS FOR PROSPECTIVE MITIGATION 
 
A. Offer Price Caps: 
 
1. The Market Monitor or his designee shall advise the Office of the Interconnection 
whether it believes that the cost references, methods and rules included in the Cost Development 
Guidelines are accurate and appropriate, as specified in the PJM Manuals. 
 
2. The Market Monitoring Unit shall review upon request of a Market Seller, and may 
review upon its own initiative at any time, the incremental costs (defined in Section 6.4.2 of 
Schedule 1of the Operating Agreement) included in the Offer Price Cap of a generating unit in 
order to ensure that the Market Seller has correctly applied the Cost Development Guidelines and 
that the level of the Offer Price Cap is otherwise acceptable.  
 
3. On or before the 21st day of each month, the Market Monitoring Unit shall calculate in 
accordance with the applicable criteria whether each generating unit with an offer cap calculated 
under Section 6.4.2 of Schedule 1 of the Operating Agreement is eligible to include an adder 
based on Frequently Mitigated Unit or Associated Unit status, and shall issue a written notice of 
the applicable adder, with a copy to the Office of the Interconnection, to the Market Seller for 
each unit that meets the criteria for Frequently Mitigated Unit or Associated Unit status.  
 
4. Notwithstanding the number of jointly pivotal suppliers in any hour, if the Market 
Monitoring Unit determines that a reasonable level of competition will not exist based on an 
evaluation of all facts and circumstances, it may propose to the Commission the removal of 
offer-capping suspensions otherwise authorized by Section 6.4 of Schedule 1 of the Operating 
Agreement.  Such proposals shall take effect upon Commission acceptance of the Market 
Monitoring Unit’s filing. 
 
B. Minimum Generator Operating Parameters: 
 
1. For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall 
provide to the Office of the Interconnection a table of default unit class specific parameter limits 
to be known as the “Parameter Limited Schedule Matrix” to be included in Section 6.6(c) of 
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Schedule 1 of the Operating Agreement. The Parameter Limited Schedule Matrix shall include 
default values on a unit-type basis as specified in Section 6.6(c). The Market Monitoring Unit 
shall review the Parameter Limited Schedule Matrix annually, and, in the event it determines that 
revision is appropriate, shall provide a revised matrix to the Office of the Interconnection by no 
later than December 31 prior to the annual enrollment period. 
 
2. The Market Monitoring Unit shall notify Market Sellers of generating units and the 
Office of the Interconnection no later than April 1 of its determination of market power concerns 
raised regarding each request for a period exception or persistent exception to a value specified 
in the Parameter Limited Schedule Matrix or the parameters defined in Section 6.6 of Schedule 1 
of the Operating Agreement and the PJM Manuals, provided that the Market Monitoring Unit 
receives such request by no later than February 28.  
 
If, prior to the scheduled termination date, a Market Seller submits a request to modify a 
temporary exception, the Market Monitoring Unit shall review such request using the same 
standard utilized to evaluate period exception and persistent exception requests, and shall 
provide its determination of whether the request raises market power concerns, and, if so, any 
modifications that would alleviate those concerns, to the Market Seller, with a copy to Office of 
the Interconnection, by no later than 15 Business Days from the date of the modification request. 
 
3. When a Market Seller notifies the Market Monitoring Unit of a material change to the 
facts relied upon by the Market Monitoring Unit and/or the Office of the Interconnection to 
support a parameter limited schedule period or persistent exception, the Market Monitoring Unit 
shall make a determination, and provide written notification to the Office of the Interconnection 
and the Market Seller, of any change to its determination regarding the exemption request, based 
on the material change in facts, by no later than 15 Business Days after receipt of such notice.  
  
4. The Market Monitoring Unit shall notify the Office of the Interconnection of any risk 
premium to which it and a Market Seller owning or operating nuclear generation resource agree 
or its determination if agreement is not obtained. If a Market Seller submits a risk premium for 
its nuclear generation resource that is inconsistent with its agreement or inconsistent with the 
Market Monitoring Unit’s determination regarding such risk premium, the Market Monitoring 
Unit may exercise its powers to inform Commission staff of its concerns pursuant to Attachment 
M. 
 
C.   RPM Must-Offer Requirement:  
 
1. The Market Monitoring Unit shall maintain, post on its website and provide to the Office 
of the Interconnection prior to each RPM Auction (updated, as necessary, on at least a quarterly 
basis), a list of Existing Generation Capacity Resources located in the PJM Region that are 
subject to the RPM must-offer requirement set forth in Section 6.6 of Attachment DD.   
 
2. The Market Monitoring Unit shall evaluate requests submitted by Capacity Market 
Sellers for a determination  that a Generation Capacity Resource, or any portion thereof, be 
removed from Capacity Resource status or exempted from status as a Generation Capacity 
Resource subject to Section II.C.1 above and inform both the Capacity Market Seller and the 
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Office of the Interconnection of such determination in writing by no later ninety (90) days prior 
to the commencement of the offer period for the applicable RPM Auction.  A Generation 
Capacity Resource located in the PJM Region shall not be removed from Capacity Resource 
status to the extent the resource is committed to service of PJM loads as a result of an RPM 
Auction, FRR Capacity Plan, Locational UCAP transaction and/or by designation as a 
replacement resource under this Attachment DD.  
 
3. The Market Monitoring Unit shall evaluate the data and documentation provided to it by 
a potential Capacity Market Seller to establish the EFORd to be included in a Sell Offer 
applicable to each resource pursuant to Section 6.6(b) of Attachment DD.  If a Capacity Market 
Seller timely submits a request for an alternative maximum level of EFORd that may be used in 
a Sell Offer for RPM Auctions held prior to the date on which the final EFORds used for a 
Delivery Year are posted, the Market Monitoring Unit shall attempt to reach agreement with the 
Capacity Market Seller on the alternate maximum level of the EFORd by no later than ninety 
(90) days prior to the commencement of the offer period for the Base Residual Auction for the 
applicable Delivery Year.  By no later than ninety (90) days prior to the commencement of the 
offer period for the Base Residual Auction for the applicable Delivery Year, the Market 
Monitoring Unit shall notify the Office of the Interconnection in writing, notifying the Capacity 
Market Seller by copy of the same, of any alternative maximum EFORd to which it and the 
Capacity Market Seller agree or its determination of the alternative maximum EFORd if 
agreement is not obtained.   
 
4. The Market Monitoring Unit shall consider the documentation provided to it by a 
potential Capacity Market Seller pursuant to Section 6.6 of Attachment DD, and determine 
whether a resource owned or controlled by such Capacity Market Seller meets the criteria to 
qualify for an exception to the RPM must-offer requirement because the resource (i) is 
reasonably expected to be physically unable to participate in the relevant auction; (ii) has a 
financially and physically firm commitment to an external sale of its capacity; or (iii) was 
interconnected to the Transmission System as an Energy Resource and not subsequently 
converted to a Capacity Resource.  The Market Monitoring Unit shall notify the Capacity Market 
Seller and the Office of the Interconnection of its determination by no later than ninety (90) days 
prior to the commencement of the offer period for the applicable RPM Auction. 
 
In order to establish that a resource is reasonably expected to be physically unable to participate 
in the relevant auction as set forth in (i) above, the Capacity Market Seller must demonstrate 
that:  
 

A. It has a documented plan in place to retire the resource prior to or during the 
Delivery Year, and has submitted a notice of Deactivation to the Office of the Interconnection 
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of the 
Interconnection has requested the Capacity Market Seller to continue to operate the resource 
beyond its desired deactivation date in accordance with Section 113.2 of the PJM Tariff for the 
purpose of maintaining the reliability of the PJM Transmission System and the Capacity Market 
Seller has agreed to do so;  
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B. Significant physical operational restrictions cause long term or permanent 
changes to the installed capacity value of the resource, or the resource is under major repair that 
will extend into the applicable Delivery Year, that will result in the imposition of RPM 
performance penalties pursuant to  Attachment DD of the PJM Tariff;  
 

C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g. 
– regarding potential environmental restrictions) specific to the resource and has received an 
order, decision, final rule, opinion or other final directive from the regulatory authority that will 
result in the retirement of the resource; or, 
 

D. A resource considered an Existing Generating Capacity Resource because it 
cleared an RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction, 
but which is not yet in service, is unable to achieve full commercial operation prior to the 
Delivery Year of the relevant auction.  The Capacity Market Seller must submit to the Office of 
the Interconnection and the Market Monitoring Unit a written sworn, notarized statement of a 
corporate officer certifying that the resource will not be in full commercial operation prior to the 
referenced Delivery Year. 
 
5. If a Capacity Market Seller submits for the portion of a Generation Capacity Resource 
that it owns or controls, and the Office of Interconnection accepts, a Sell Offer (i) at a level of 
installed capacity that the Market Monitoring Unit believes is inconsistent with the level 
established under Section 5.6.6 of Attachment DD of the PJM Tariff, (ii) at a level of installed 
capacity inconsistent with its determination of eligibility for an exception listed in Section II.C.4 
above, or (iii) a maximum EFORd that the Market Monitoring Unit believes is inconsistent with 
the maximum level determined under Section II.C.3 of this Appendix, the Market Monitoring 
Unit may exercise its powers to inform Commission staff of its concerns and/or request a 
determination from the Commission that would require the Generation Capacity Resource to 
submit a new or revised Sell Offer, notwithstanding any determination to the contrary made 
under Section 6.6 of Attachment DD. 
 
 The Market Monitoring Unit shall also consider the documentation provided by the 
Capacity Market Seller pursuant to Section 6.6 of Attachment DD, for generation resources for 
which the Office of the Interconnection has not approved an exception to the RPM must-offer 
requirement as set forth in Section 6.6(g) of Attachment DD, to determine whether the Capacity 
Market Seller’s failure to offer part or all of one or more generation resources into an RPM 
Auction would result in an increase of greater than five percent in any Zonal Capacity Price 
determined through such auction as required by Section 6.6(i) of Attachment DD, and shall 
inform both the Capacity Market Seller and the Office of the Interconnection of its determination 
by no later than two (2) Business Days after the close of the offer period for the applicable RPM 
Auction.  
 
D. Unit Specific Minimum Sell Offers: 
 
1. If a Capacity Market Seller timely submits an exemption or exception request , with all of 
the required supporting documentation as specified in section 5.14(h) of Attachment DD, the 
Market Monitoring Unit shall review the request and documentation and shall provide in writing 
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to the Capacity Market Seller and the Office of the Interconnection by no later than forty five 
(45) days after receipt of the exemption or exception request its determination whether it believes 
the requested exemption or exception should be granted in accordance with the standards and 
criteria set forth in section 5.14(h).  If the Market Monitoring Unit determines that the Sell Offer 
proposed in a Unit-Specific Exception request raises market power concerns, it shall advise the 
Capacity Market Seller of the minimum Sell Offer in the relevant auction that would not raise 
market power concerns, with such calculation based on the data and documentation received, by 
no later than forty five (45) days after receipt of the request.   
 
2. All information submitted to the Office of the Interconnection or the Market Monitoring 
Unit by a Market Participant is subject to verification by the Market Monitoring Unit. 
 
3. In the event that the Market Monitoring Unit reasonably believes that a request for a 
Competitive Entry Exemption or a Self-Supply Exemption that has been granted contains 
fraudulent or material misrepresentations or omissions such that the Capacity Market Seller 
would not have been eligible for the exemption for that MOPR Screened Generation Resource 
had the request not contained such misrepresentations or omissions, then it shall notify the Office 
of the Interconnection and Capacity Market Seller of its findings and provide the Office of the 
Interconnection with all of the data and documentation supporting its findings, and may take any 
other action required or permitted under Attachment M. 
 
E. Market Seller Offer Caps: 
 
1. Based on the data and calculations submitted by the Capacity Market Sellers for each 
Existing Generation Capacity Resource and the formulas specified in Section 6.7(d) of 
Attachment DD, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each 
such resource and provide it to the Capacity Market Seller and the Office of the Interconnection 
by no later than ninety (90) days before the commencement of the offer period for the applicable 
RPM Auction. 
 
2. The Market Monitoring Unit must attempt to reach agreement with the Capacity Market 
Seller on the appropriate level of the Market Seller Offer Cap by no later than ninety (90) days 
prior to the commencement of the offer period for the applicable RPM Auction.  If such 
agreement cannot be reached, then the Market Monitoring Unit shall inform the Capacity Market 
Seller and the Office of the Interconnection of its determination of the appropriate level of the 
Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of the 
offer period for the applicable RPM Auction, and the Market Monitoring Unit may pursue any 
action available to it under Attachment M.  
 
3. Nothing herein shall preclude any Capacity Market Seller and the Market Monitoring 
Unit from agreeing to, nor require either such entity to agree to, an alternative market seller offer 
cap determined on a mutually agreeable basis.  Any such alternative offer cap shall be filed with 
the Commission for its approval. This provision is duplicated in Section 6.4(a) of Attachment 
DD.    
 
F. Mitigation of Offers from Planned Generation Capacity Resources:   
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Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit shall evaluate Sell Offers 
for Planned Generation Capacity Resources to determine whether market power mitigation 
should be applied and notify in writing each Capacity Market Seller whose Sell Offer has been 
determined to be non-competitive and subject to mitigation, with a copy to the Office of the 
Interconnection, by no later than one (1) Business Day after the close of the offer period for the 
applicable RPM Auction.  
 
G. Data Submission:   
 
Pursuant to Section 6.7 of Attachment DD, the Market Monitoring Unit may request additional 
information from any potential auction participant as deemed necessary by the Market 
Monitoring Unit, including, without limitation, additional cost data on resources in a class that is 
not otherwise expected to include the marginal price setting resource.  All data submitted to the 
Office of the Interconnection or the Market Monitoring Unit by a Market Participant is subject to 
verification by the Market Monitoring Unit.  
 
H. Determination of Default Avoidable Cost Rates: 
 
1. The Market Monitoring Unit shall conduct an annual review of the table of default 
Avoidable Cost Rates included in Section 6.7(c) of Attachment DD and calculated on the bases 
set forth therein, and determine whether the values included therein need to be updated.  If the 
Market Monitoring Unit determines that the Avoidable Cost Rates need to be updated, it shall 
provide to the Office of the Interconnection updated values or notice of its determination that 
updated values are not needed by no later than September 30th of each year. 
 
2. The Market Monitoring Unit shall indicate in its posted reports on RPM performance the 
number of Generation Capacity Resources and megawatts per LDA that use the retirement 
default Avoidable Cost Rates. 
 
3. If a Capacity Market Seller does not elect to use a default Avoidable Cost Rate and has 
timely provided to the Market Monitoring Unit its request to apply a unit-specific Avoidable 
Cost Rate, along with the data described in Section 6.7 of Attachment DD, the Market 
Monitoring Unit shall calculate the Avoidable Cost Rate and provide a unit-specific value to the 
Capacity Market Seller for each such resource, and notify the Capacity Market Seller and the 
Office of the Interconnection in writing by no later than ninety (90) days prior to the 
commencement of the offer period for the applicable RPM Auction whether it agrees that the 
unit-specific Avoidable Cost Rate is acceptable.  The Capacity Market Seller and Office of the 
Interconnection’s deadlines relating to the submittal and acceptance of a request for a unit-
specific Avoidable Cost Rate are delineated in section 6.7(d) of Attachment DD.  
 
I. Determination of PJM Market Revenues:   
 
The Market Monitoring Unit shall calculate the Projected PJM Market Revenues for any 
Generation Capacity Resource to which the Avoidable Cost Rate is applied pursuant to Section 
6.8(d) of Attachment DD, and notify the Capacity Market Seller and the Office of the 
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Interconnection of its determination in writing by no later than ninety (90) days prior to the 
commencement of the offer period for the applicable RPM Auction. 
 
J. Determination of Opportunity Costs:   
 
The Market Monitoring Unit shall review and verify the documentation of prices available to 
Existing Generation Capacity Resources in markets external to PJM and proposed for inclusion 
in Opportunity Costs pursuant to Section 6.7(d)(ii) of Attachment DD.  The Market Monitoring 
Unit shall notify, in writing, such Generation Capacity Resource and the Office of the 
Interconnection if it is dissatisfied with the documentation provided and whether it objects to the 
inclusion of such Opportunity Costs in a Market Seller Offer by no later than ninety (90) days 
prior to the commencement of the offer period for the applicable RPM Auction.  If such 
Generation Capacity Resource submits a Market Seller Offer that includes Opportunity Costs 
that have not been documented and verified to the Market Monitoring Unit’s satisfaction, then 
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns 
and request a determination that would require the Generation Capacity Resource to remove 
them.  
 
III. BLACKSTART SERVICE 
 
A. Upon the submission by a Black Start Unit owner of a request for Black Start Service 
revenue requirements and changes to the Black Start Service revenue requirements for the Black 
Start Unit, the Black Start Unit owner and the Market Monitoring Unit shall attempt to agree to 
values on the level of each component included in the Black Start Service revenue requirements 
by no later than May 14 of each year.  The Market Monitoring Unit shall calculate the revenue 
requirement for each Black Start Unit and provide its calculation to the Office of the 
Interconnection by no later than May 14 of each year. 
 
B. Pursuant to the terms of Schedule 6A of the PJM Tariff and the PJM Manuals, the Market 
Monitoring Unit will analyze any requested generator black start cost changes on an annual basis 
and shall notify the Office of the Interconnection of any costs to which it and the Black Start 
Unit owner have agreed or the Market Monitoring Unit’s determination regarding any cost 
components to which agreement has not been obtained. If a Black Start Unit owner includes a 
cost component inconsistent with its agreement or inconsistent with the Market Monitoring 
Unit’s determination regarding such cost component, and the Office of the Interconnection 
accepts the Black Start Service revenue requirements submitted by the Black Start Unit owner, 
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns 
and request a determination that would require the Black Start Service generator to utilize the 
values determined by the Market Monitoring Unit or the Office of the Interconnection or such 
other values as determined by the Commission. 
 
IV. DEACTIVATION RATES 
 
1. Upon receipt of a notice to deactivate a generating unit under Part V of the PJM Tariff 
from the Office of the Interconnection forwarded pursuant to Section 113.1 of the PJM Tariff, 
the Market Monitoring Unit shall analyze the effects of the proposed deactivation with regard to 
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potential market power issues and shall notify the Office of the Interconnection and the generator 
owner (of, if applicable, its designated agent) within 30 days of the deactivation request if a 
market power issue has been identified. Such notice shall include the specific market power 
impact resulting from the proposed deactivation of the generating unit, as well as an initial 
assessment of any steps that could be taken to mitigate the market power impact. 
 
2. The Market Monitoring Unit and the generating unit owner shall attempt to come to 
agreement on the level of each component included in the Deactivation Avoidable Cost Credit. 
In the case of cost of service filing submitted to the Commission in alternative to the 
Deactivation Cost Credit, the Market Monitoring Unit shall indicate to the generating unit owner 
in advance of filing its views regarding the proposed method or cost components of recovery. 
The Market Monitoring Unit shall notify the Office of the Interconnection of any costs to which 
it and the generating unit owner have agreed or the Market Monitoring Unit’s determination 
regarding any cost components to which agreement has not been obtained. If a generating unit 
owner includes a cost component inconsistent with its agreement or inconsistent with the Market 
Monitoring Unit’s determination regarding such cost components, the Market Monitoring Unit 
may exercise its powers to inform Commission staff of its concerns and seek a determination that 
would require the Generating unit to include an appropriate cost component.  This provision is 
duplicated in Sections 114 and 119 of Part V of the PJM Tariff.    
 
V. OPPORTUNITY COST CALCULATION 
 
The Market Monitoring Unit shall review requests for opportunity cost compensation under 
Sections 3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement, discuss with the 
Office of the Interconnection and individual Market Sellers the amount of compensation, and file 
exercise its powers to inform  Commission staff of its concerns and request a determination of 
compensation as provided by such sections. These requirements are duplicated in Sections 
3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement. 
 
VI. FTR FORFEITURE RULE  
 
The Market Monitoring Unit shall calculate Transmission Congestion Credits as required under 
Section 5.2.1(b) of Schedule 1 of the Operating Agreement, including the determination of the 
identity of the Effective FTR Holder and an evaluation of the overall benefits accrued by an 
entity or affiliated entities trading in FTRs and Virtual Transactions in the Day-ahead Energy 
Market, and provide such calculations to the Office of the Interconnection. Nothing in this 
section shall preclude the Market Monitoring Unit from action to recover inappropriate benefits 
from the subject activity if the amount forfeited is less than the benefit derived by the Effective 
FTR Holder. If the Office of the Interconnection imposes a forfeiture of the Transmission 
Congestion Credit in an amount that the Market Monitoring Unit disagrees with, then it may 
exercise its powers to inform Commission staff of its concerns and request an adjustment. 
 
VII. FORCED OUTAGE RULE 
 
1. The Market Monitoring Unit shall observe offers submitted in the Day-ahead Energy 
Market to determine whether  all or part of a generating unit’s capacity (MW) is designated as 
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Maximum Emergency and (i) such offer in the Real-time Energy Market designates a smaller 
amount of capacity from that unit as Maximum Emergency for the same time period, and (ii) 
there is no physical reason to designate a larger amount of capacity as Maximum Emergency in 
the offer in the Day-ahead Energy Market than in the Real-time Energy Market, the Market 
Monitoring Unit shall notify the Office of Interconnection. 
 
2. If the Market Monitoring Unit observes that (i) an offer submitted in the Day-ahead 
Energy market designates all or part of capacity (MW) of a Generating unit as economic 
maximum that is less than the economic maximum designated in the offer in the Real-time 
Energy Market, and (ii) there is no physical reason to designate a lower economic maximum in 
the offer in the Day-ahead Energy Market than in the offer in the Real-time Energy Market, the 
Market Monitoring Unit shall notify the Office of Interconnection. 
 
VIII. DATA COLLECTION AND VERIFICATION  
 
The Market Monitoring Unit shall gather and keep confidential detailed data on the procurement 
and usage of fuel to produce electric power transmitted in the PJM Region in order to assist the 
performance of its duties under Attachment M. To achieve this objective, the Market Monitoring 
Unit shall maintain on its website a mechanism that allows Members to conveniently and 
confidentially submit such data and develop a manual in consultation with stakeholders that 
describes the nature of and procedure for collecting data. Members of PJM owning a Generating 
unit that is located in the PJM Region (including Dynamic Transfer units), or is included in a 
PJM Black Start Service plan, committed as a Generation Capacity Resource for the current or 
future Delivery Year, or otherwise subject to a commitment to provide service to PJM, shall 
provide data to the Market Monitoring Unit.  
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ATTACHMENT N-2 
FORM OF 

FACILITIES STUDY AGREEMENT 
 

(PJM Queue Position #___) 
 

RECITALS 
 
1. This Facilities Study Agreement ("Agreement"), dated as of ____________, is entered 

into by and between _____________________ ("New Service Customer") and PJM 
Interconnection, L.L.C. ("Transmission Provider"), pursuant to Part VI of the PJM 
Interconnection, L.L.C. Open Access Transmission Tariff ("PJM Tariff"). 

 
2. Pursuant to Section 36.2 or Section 205 of the PJM Tariff, Transmission Provider has 

completed a Generation or Transmission Interconnection Feasibility Study or an Initial 
Study (as applicable) and a System Impact Study and has provided the results of those 
studies to New Service Customer.  

 
3. Transmission Provider has informed New Service Customer that the estimated date for 

completion of a Facilities Study pursuant to Section 206 of the PJM Tariff is {date} and 
that New Service Customer’s  estimated cost responsibility for such Facilities Study, 
subject to revision as provided in this Agreement, is $            . 

 
4. New Service Customer desires that Transmission Provider commence a Facilities Study 

for the New Service Request with Queue Position {queue position}.  
 

PREVIOUS SUBMISSIONS 
 

{For Interconnection Customers, use the following paragraph 5} 
 
5. Except as otherwise specifically set forth in an attachment to this Agreement, New 

Service Customer represents and warrants that the information provided in section 3 of 
the Feasibility Study Agreement, dated _______, by and between New Service Customer 
and Transmission Provider, and to the extent supplemented as set forth in section 4 of the 
System Impact Study Agreement, dated _______, by and between New Service Customer 
and Transmission Provider, is accurate and complete as of the date of execution of this 
Facilities Study Agreement.  

 
{For New Service Customers other than Interconnection Customers use the following 

paragraph 5} 
 
5. Except as otherwise specifically set forth in an attachment to this Agreement, New 

Service Customer represents and warrants that the information provided in section 4 of 
the System Impact Study Agreement, dated _______, by and between New Service 
Customer and Transmission Provider, is accurate and complete as of the date of 
execution of this Facilities Study Agreement.  



 

Page 380 

 
MILESTONES 

 
6. Pursuant to Section 206.1 of the PJM Tariff, the parties agree that New Service Customer 

must meet the following milestone dates relating to the development of its generation or 
merchant transmission project(s) or New Service Request, as applicable, in order to retain 
the assigned Queue Position of its New Service Request(s) (as established pursuant to 
Section 201 of the PJM Tariff) while Transmission Provider is completing the Facilities 
Study: 

 
[Specify Project Specific Milestones] 

 
[As appropriate include the following standard Milestones, with any revisions necessary for 

the project at hand] 
 
6.1 Unless New Service Customer previously specified, in its initial drawing submitted to 

Transmission Provider, the location of the high-side of the generator step-up transformer, 
then on or before _______________, New Service Customer must provide evidence of an 
ownership interest in, or right to acquire or control the location which shall be on the high 
voltage side of the Customer Facility generator step-up transformer(s), or in the case of a 
Customer Facility with a single step-up transformer for multiple generators, the high 
voltage side of the facility step-up transformer.  The evidence of site control shall be a 
deed, option agreement, lease, or other similar document acceptable to the Transmission 
Provider. 

 
6.2 To the extent New Service Customer intends to elect the Option to Build as provided in 

Appendix 2 to Attachment P of the Tariff, and to the extent any new or additional 
property is required to accommodate required Attachment Facilities, on or before 
_______________, New Service Customer must provide evidence of an ownership 
interest in, or right to acquire or control the location which shall be the location of the 
network substation which shall be built and subsequently transferred to the 
Interconnected Transmission Owner.  The evidence of site control shall be a deed, option 
agreement, lease, or other similar document acceptable to the Transmission Provider. 

 
[Add Additional Project Specific Milestones as appropriate] 

 
______________________________________________________________________________
______________________________________________________________________________
_______________________________________________________________ 
 
 Should New Service Customer fail to achieve any of the foregoing milestones, its New 

Service Request(s) shall be deemed to be withdrawn and terminated and it will have to 
resubmit its New Service Request(s) for reassignment of a Queue Position and re-
initiation of the New Service Request study process. 

 
PURPOSE AND SCOPE OF THE FACILITIES STUDY 
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7. Transmission Provider, in consultation with the affected Transmission Owner(s), shall 

commence a Facilities Study pursuant to Section 206 of the PJM Tariff to evaluate the 
Attachment Facilities, Local Upgrades and/or Network Upgrades necessary to 
accommodate New Service Customer’s New Service Request assigned Queue Position 
{insert queue position}.  {Add corresponding info on customer's other projects if 
necessary.} 

 
A. Scope of Facilities Study: The purpose of the Facilities Study is to provide, 

commensurate with any mutually agreed parameters regarding the scope and 
degree of specificity described in Schedule A attached to this agreement, 
conceptual engineering and, as appropriate, detailed design, plus cost estimates 
and project schedules, to implement the conclusions of the System Impact Study 
regarding the Attachment Facilities, Local Upgrades and Network Upgrades 
necessary to accommodate the New Service Customer’s New Service Request(s). 
Cost estimates shall be determined in a manner consistent with Section 217 of the 
PJM Tariff.  The nature and scope of the materials that Transmission Provider 
shall deliver to the New Service Customer upon completion of the Facilities Study 
shall be described in the PJM Manuals. 

 
B. Facilities Study Cost and Time Estimate:  Transmission Provider's estimates of 

the date for completion of the Facilities Study and of New Service Customer’s 
cost responsibility for the Facilities Study are stated in section 3 of this 
Agreement.  In the event that Transmission Provider determines that it will be 
unable to complete the Facilities Study by the estimated completion date stated in 
section 3 of this Agreement, it shall notify New Service Customer and will 
explain the reasons for the delay.  New Service Customer agrees that its estimated 
cost responsibility stated in section 3 is subject to revision as provided in sections 
14, 15 and 16 of this Agreement.  

 
8. The Facilities Study necessarily will employ various assumptions regarding New Service 

Customer’s New Service Request(s), other pending New Service Requests, and PJM's 
Regional Transmission Expansion Plan at the time of the study.  IN NO EVENT SHALL 
THIS AGREEMENT OR THE FACILITIES STUDY IN ANY WAY BE DEEMED TO 
OBLIGATE TRANSMISSION PROVIDER OR THE TRANSMISSION OWNERS TO 
CONSTRUCT ANY FACILITIES OR UPGRADES OR TO PROVIDE ANY 
TRANSMISSION OR INTERCONNECTION SERVICE TO OR ON BEHALF OF 
NEW SERVICE CUSTOMER EITHER AT THIS POINT IN TIME OR IN THE 
FUTURE. 

 
CONFIDENTIALITY 

 
9. New Service Customer agrees to provide all information requested by Transmission 

Provider necessary to complete the Facilities Study.  Subject to section 10 of this 
Agreement and to the extent required by Section 222of the PJM Tariff, information 
provided pursuant to this section 9 shall be and remain confidential. 
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10. Until completion of the Facilities Study, Transmission Provider shall keep confidential all 

information provided to it by the New Service Customer.  Upon completion of the 
Facilities Study, Transmission Provider shall provide a copy of the study to New Service 
Customer, and to all other New Service Customers whose New Service Requests were 
evaluated in the Facilities Study, along with (to the extent consistent with Transmission 
Provider's confidentiality obligations in Section 18.17 of the Operating Agreement) all 
related work papers.  Transmission Provider also shall post on its website the existence of 
the Facilities Study.  New Service Customer acknowledges and consents to such other, 
additional disclosures of information as may be required under the PJM Tariff or the 
FERC’s rules and regulations. 

 
11. New Service Customer acknowledges that, consistent with Part VI of the PJM Tariff, the 

affected Transmission Owner(s) will participate in the Facilities Study process and that 
Transmission Provider may disseminate information to the affected Transmission 
Owner(s) and may consult with them regarding part or all of the Facilities Study. 

 
COST RESPONSIBILITY 

 
12. A. New Service Customer shall reimburse Transmission Provider for all, or for an 

allocated portion of, the actual cost of the Facilities Study in accordance with its cost 
responsibility as determined under Section 206 of the PJM Tariff.  

 
B. Prior to initiating the Facilities Study, Transmission Provider shall bill New 
Service Customer for New Service Customer’s share of the cost of work on the study that 
is scheduled to be completed during the first three months after work commences.  
Thereafter, on or before the 5th Business Day of every third month, Transmission 
Provider shall bill New Service Customer for New Service Customer’s share of the cost 
of work expected to be completed on the Facilities Study during the ensuing three 
months.  New Service Customer shall pay each bill within twenty (20) days after receipt 
thereof.  In the event New Service Customer fails, other than as provided below regarding 
billing disputes, to make timely payment of any invoice for work on the Facilities Study, 
its New Service Request shall be deemed to be terminated and withdrawn as of the date 
when payment was due.  Notwithstanding the foregoing, in the event that the total 
estimated cost of the Facilities Study does not exceed the amount of the deposit required 
under Section 206 of the PJM Tariff, Transmission Provider shall apply the deposit in 
payment of the invoices for the cost of the Facilities Study.  Upon written request by the 
New Service Customer pursuant to Section 206.4.1.1 of the PJM Tariff, Transmission 
Provider may provide a quarterly cost reconciliation.  Subject to the following sentence 
regarding the final cost reconciliation upon completion of the Facility Study, such a 
quarterly cost reconciliation will have a one-quarter lag, e.g., reconciliation of costs for 
the first calendar quarter of work will be provided at the start of the third calendar quarter 
of work.  Within 120 days after Transmission Provider completes the Facilities Study, 
Transmission Provider shall provide a final invoice presenting an accounting of, and the 
appropriate party shall make any payment to the other that is necessary to resolve, any 
difference between (a) New Service Customer’s cost responsibility under this Agreement 
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and the PJM Tariff for the actual cost of the Facilities Study and (b) New Service 
Customer’s aggregate payments hereunder, including its deposits. 
 
C. In the event of a billing dispute, Transmission Provider shall continue to perform 
its obligations under this Agreement so long as (1) New Service Customer continues to 
make all payments not in dispute, and (2) New Service Customer’s aggregate deposits 
held by Transmission Provider under this Agreement while the dispute is pending 
exceeds the amount in dispute, or (3) New Service Customer pays to Transmission 
Provider or into an independent escrow account the portion of the invoice in dispute, 
pending resolution of such dispute.  If New Service Customer fails to meet any of these 
requirements, then its New Service Request shall be deemed to be terminated and 
withdrawn as of the date when payment was due. 

 
13. Concurrent with execution of this Agreement, New Service Customer will pay 

Transmission Provider a cash deposit, as provided by Section 206 of the PJM Tariff, 
equal to the greater of $100,000.00 or New Service Customer’s estimated cost 
responsibility for the first three months of work on the Facilities Study.  Notwithstanding 
the foregoing, an Interconnection Customer with a proposed Customer Facility that is: (a) 
equal to or less than 20 MW but greater than 2 MW shall pay a refundable deposit in the 
amount of $50,000; or (b) equal to or less than 2 MW shall pay a refundable deposit in 
the amount of $15,000.  New Service Customer’s quarterly estimated cost responsibility 
shall equal its estimated cost responsibility for the work on the Facilities Study that is 
scheduled to be completed during each three-month period after such work commences.  
If New Service Customer fails timely to provide the deposit required by this section, its 
New Service Request shall be deemed terminated and withdrawn and this Agreement 
shall be null and void.  New Service Customer acknowledges that it may become 
obligated to pay one or more additional deposits pursuant to sections 14 and 15 below.  
Except as otherwise provided in section 12.B above, Transmission Provider shall 
continue to hold the amounts on deposit under this agreement until settlement of the final 
invoice. 

 
14. If the Facilities Study, as described in section 7.A of this Agreement, is to include 

evaluation of more than one New Service Request and one or more of those requests is 
terminated and withdrawn, subject to the terms of section 15 of this Agreement, 
Transmission Provider will redetermine and reallocate the costs of the Facilities Study 
among the remaining participating New Service Customers in accord with Section 206 of 
the PJM Tariff.  In that event, and subject to the terms of section 15, within 30 days after 
the date for execution and return of Facilities Study Agreements as determined under 
Section 206 of the PJM Tariff, Transmission Provider will provide the New Service 
Customer with a written statement of the New Service Customer’s revised responsibility 
for the estimated cost of the Facilities Study, determined in accordance with Section 206 
of the PJM Tariff.  In the event that New Service Customer’s revised cost responsibility 
exceeds the sum of its previous deposits for the Facilities Study, it shall deliver to 
Transmission Provider, within 10 days after New Service Customer’s receipt of its 
revised cost responsibility, an additional cash deposit equal to the amount of the excess.  
If New Service Customer fails timely to provide an additional deposit that is required 
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under this section, its New Service Request shall be deemed terminated and withdrawn as 
of the date by which its additional deposit was due.  In the event that New Service 
Customer’s revised cost responsibility under the notice described in this section is less 
than the sum of its previous deposits for the Facilities Study, Transmission Provider shall 
return to New Service Customer, with its notice of the revised cost responsibility, the 
amount of the difference.  

 
15. A.  This section shall apply prior to commencement of the Facilities Study (1) if the 

Facilities Study is to include multiple New Service Requests; and (2) if, in Transmission 
Provider's reasonable judgment, the termination and withdrawal of one or more of those 
New Service Requests significantly changes the group of New Service Requests to be 
included in the Facilities Study from the group that was included in the System Impact 
Study.  For the purposes of this section, a change to the group of New Service Requests 
to be included in the Facilities Study shall be significant if, in Transmission Provider's 
reasonable engineering judgment, the change is likely to cause the system constraints 
relating to, and/or the facilities and upgrades necessary to accommodate, the group of 
New Service Requests remaining to be included in the Facilities Study to differ 
materially from the system constraints relating to, and/or from the facilities and upgrades 
necessary to accommodate, the group of New Service Requests that the System Impact 
Study evaluated. 

 
 B. In the event of a significant change to the group of New Service Requests that the 

System Impact Study evaluated, within 15 days after the date for execution and return of 
Facilities Study Agreements as determined under Section 206 of the PJM Tariff, 
Transmission Provider shall provide New Service Customer with an explanation of the 
nature and extent of the change in the affected group of New Service Requests and of the 
extent to which Transmission Provider has determined that it must re-assess the results of 
the System Impact Study.  Within 30 days after it provides the explanation described in 
the preceding sentence, Transmission Provider shall provide New Service Customer with 
a revised estimate of the time needed, and of the likely cost, to complete the Facilities 
Study, and, if the study continues to include evaluation of more than one New Service 
Customer’s New Service Request(s), New Service Customer’s allocated share of the 
estimated cost of the revised Facilities Study, determined in accord with Section 206 of 
the PJM Tariff. 

 
C. In the event that New Service Customer’s revised cost responsibility exceeds the 
sum of its previous deposits for the Facilities Study, it shall deliver to Transmission 
Provider, within 10 days after New Service Customer’s receipt of its revised cost 
responsibility, an additional cash deposit equal to the amount of the excess.  If New 
Service Customer fails timely to provide an additional deposit that is required under this 
section, its New Service Request shall be deemed terminated and withdrawn as of the 
date by which its additional deposit was due.  In the event that New Service Customer’s 
revised cost responsibility under the notice described in this section is less than the sum 
of its previous deposits for the Facilities Study, Transmission Provider shall return to 
New Service Customer, with its notice of the revised cost responsibility, the amount of 
the difference. 
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16. A. If the Facilities Study includes New Service Customer’s New Service Request(s) 

only, New Service Customer may terminate its participation in the study at any time by 
providing written notice of termination to Transmission Provider.  New Service 
Customer’s notice of termination (1) shall be effective as of the end of the Business Day 
following the day that Transmission Provider receives such notice and (2) concurrently 
shall have the effect of terminating and withdrawing New Service Customer’s New 
Service Request(s).  New Service Customer will be responsible for all costs of the 
Facilities Study that Transmission Provider incurred prior to the effective date of the 
notice of termination.  Within thirty (30) days after the effective date of New Service 
Customer’s notice of termination, Transmission Provider will deliver to New Service 
Customer a statement of New Service Customer’s responsibility for the costs of the 
Facilities Study incurred up to the date of termination.  In the event that New Service 
Customer’s cost responsibility as of the date of termination exceeds the sum of its 
deposits then held by Transmission Provider for the Facilities Study, Transmission 
Provider's statement will include an invoice in the amount of such excess.  New Service 
Customer will pay that invoice within ten (10) days after it receives it.  In the event that 
New Service Customer does not pay the invoice within ten (10) days after receipt, New 
Service Customer shall owe the invoice amount plus interest at the applicable rate 
prescribed in 18 C.F.R. § 35.19a (a)(2)(iii), accrued from the day after the date payment 
was due until the date of payment.  In the event that New Service Customer’s cost 
responsibility as of the date of termination was less than the sum of its deposits for the 
Facilities Study, Transmission Provider's statement will include a payment to New 
Service Customer in the amount of the difference. 

 
 B. If the Facilities Study includes any New Service Request(s) other than that (those) 

of New Service Customer, termination and withdrawal of New Service Customer’s New 
Service Request(s) at any time after Transmission Provider has commenced the Facilities 
Study will not alter New Service Customer’s responsibility for the costs of the Facilities 
Study under this Agreement and the PJM Tariff. 

 
DISCLAIMER OF WARRANTY, LIMITATION OF LIABILITY 

 
17.  In analyzing and preparing the Facilities Study, Transmission Provider, the Transmission 

Owners, and any other subcontractors employed by Transmission Provider shall have to 
rely on information provided by New Service Customer and possibly by third parties and 
may not have control over the accuracy of such information.  Accordingly, NEITHER 
THE TRANSMISSION PROVIDER, THE TRANSMISSION OWNERS, NOR ANY 
OTHER SUBCONTRACTORS EMPLOYED BY TRANSMISSION PROVIDER 
MAKES ANY WARRANTIES, EXPRESS OR IMPLIED, WHETHER ARISING BY 
OPERATION OF LAW, COURSE OF PERFORMANCE OR DEALING, CUSTOM, 
USAGE IN THE TRADE OR PROFESSION, OR OTHERWISE, INCLUDING 
WITHOUT LIMITATION IMPLIED WARRANTIES OF MERCHANTABILITY AND 
FITNESS FOR A PARTICULAR PURPOSE, WITH REGARD TO THE ACCURACY, 
CONTENT, OR CONCLUSIONS OF THE FACILITIES STUDY.  New Service 
Customer acknowledges that it has not relied on any representations or warranties not 
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specifically set forth herein and that no such representations or warranties have formed 
the basis of its bargain hereunder.   

 
18. In no event will Transmission Provider, the Transmission Owners or other subcontractors 

employed by Transmission Provider be liable for indirect, special, incidental, punitive, or 
consequential damages of any kind including loss of profits, arising under or in 
connection with this Facilities Study Agreement or the Facilities Study, even if 
Transmission Provider, the Transmission Owners, or other subcontractors employed by 
Transmission Provider have been advised of the possibility of such a loss.  Nor shall 
Transmission Provider, the Transmission Owners, or other subcontractors employed by 
Transmission Provider be liable for any delay in delivery, or for the non-performance or 
delay in performance, of Transmission Provider's obligations under this Agreement. 

 
Without limitation of the foregoing, New Service Customer further agrees that the 
Transmission Owners and other subcontractors employed by Transmission Provider to 
prepare or assist in the preparation of any Facilities Study shall be deemed third party 
beneficiaries of this provision entitled "Disclaimer of Warranty/Limitation of Liability." 

 
MISCELLANEOUS 

 
19. Any notice or request made to or by either party regarding this Facilities Study 

Agreement shall be made to the representative of the other party as indicated below. 
 
  Transmission Provider 
 
  PJM Interconnection, L.L.C. 
  2750 Monroe Blvd. 
  Audubon, PA 19403 
 
  New Service Customer 
  ___________________________________ 
  ___________________________________ 
  ___________________________________ 
 
20. No waiver by either party of one or more defaults by the other in performance of any of 

the provisions of this Agreement shall operate or be construed as a waiver of any other or 
further default or defaults, whether of a like or different character. 

 
21. This Agreement or any part thereof, may not be amended, modified, assigned or waived 

other than by a writing signed by all parties hereto. 
 
22. This Agreement shall be binding upon the parties hereto, their heirs, executors, 

administrators, successors, and assigns. 
 
23. Neither this Agreement nor the Facilities Study performed hereunder shall be construed 

as an application for service under Part II or Part III of the PJM Tariff. 
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24. The provisions of Part VI of the PJM Tariff are incorporated herein and made a part 

hereof. 
 
25. Capitalized terms used but not otherwise defined herein shall have the meaning ascribed 

to them in the PJM Tariff. 
 
26. This Facilities Study Agreement shall be effective as of the date of the New Service 

Customer’s execution of it and shall remain in effect until the earlier of (a) the date on 
which the Transmission Provider tenders the completed Facilities Study and, as 
applicable, a proposed Interconnection Service Agreement or Upgrade Construction 
Service Agreement to New Service Customer pursuant to Section 212 or Section 213, 
respectively, of the PJM Tariff, or (b) termination and withdrawal of the New Service 
Request(s) to which the Facilities Study hereunder relates. 

 
27. No Third-Party Beneficiaries 
 This Agreement is not intended to and does not create rights, remedies, or benefits of any 

character whatsoever in favor of any persons, corporations, associations, or entities other 
than the parties, and the obligations herein assumed are solely for the use and benefit of 
the parties, their successors in interest and where permitted, their assigns. 

 
28. Multiple Counterparts 
 This Agreement may be executed in two or more counterparts, each of which is deemed 

an original but all constitute one and the same instrument. 
 
29. No Partnership 

This Agreement shall not be interpreted or construed to create an association, joint 
venture, agency relationship, or partnership between the parties or to impose any 
partnership obligation or partnership liability upon either party.  Neither party shall have 
any right, power or authority to enter into any agreement or undertaking for, or act on 
behalf of, or to act as or be an agent or representative of, or to otherwise bind, the other 
party. 

 
30. Severability 

If any provision or portion of this Agreement shall for any reason be held or adjudged to 
be invalid or illegal or unenforceable by any court of competent jurisdiction or other 
Governmental Authority, (1) such portion or provision shall be deemed separate and 
independent, (2) the parties shall negotiate in good faith to restore insofar as practicable 
the benefits to each party that were affected by such ruling, and (3) the remainder of this 
Agreement shall remain in full force and effect. 

 
31. Governing Law, Regulatory Authority, and Rules 

For Interconnection Requests, the validity, interpretation and enforcement of this 
Agreement and each of its provisions shall be governed by the laws of the state of 
__________________ (where the Point of Interconnection is located), without regard to 
its conflicts of law principles.  This Agreement is subject to all Applicable Laws and 
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Regulations.  Each party expressly reserves the right to seek changes in, appeal, or 
otherwise contest any laws, orders, or regulations of a Governmental Authority. 

 
32. Reservation of Rights 

The Transmission Provider shall have the right to make a unilateral filing with FERC to 
modify this Agreement with respect to any rates, terms and conditions, charges, 
classifications of service, rule or regulation under section 205 or any other applicable 
provision of the Federal Power Act and FERC's rules and regulations thereunder, and the 
Interconnection Customer shall have the right to make a unilateral filing with FERC to 
modify this Agreement under any applicable provision of the Federal Power Act and 
FERC's rules and regulations; provided that each party shall have the right to protest any 
such filing by the other party and to participate fully in any proceeding before FERC in 
which such modifications may be considered.  Nothing in this Agreement shall limit the 
rights of the parties or of FERC under sections 205 or 206 of the Federal Power Act and 
FERC's rules and regulations, except to the extent that the parties otherwise agree as 
provided herein. 

 
 IN WITNESS WHEREOF, Transmission Provider and the New Service Customer have 
caused this Facilities Study Agreement to be executed by their respective authorized officials. 
 
Transmission Provider:  PJM Interconnection, L.L.C. 
 
 
By:_______________________  _____________________________  _________________ 
 Name     Title          Date 
 
      _____________________________ 
 Printed Name 
 
New Service Customer:  [Name of Party] 
 
 
By:_______________________  _____________________________  _________________ 
 Name     Title          Date 
 
      _____________________________ 
 Printed Name 
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Schedule A 

Details of Design and Cost Estimates/Quality 
For the Facilities Study 

 
[insert details regarding degree of accuracy of cost estimates and associated scope of design as 
mutually agreed by Transmission Provider and New Service Customer] 
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3.2 Construction by Interconnected Transmission Owner 
 
3.2.1 Standard Option:   
 
The Interconnected Transmission Owner shall use Reasonable Efforts to design, procure, 
construct and install the Transmission Owner Interconnection Facilities that it is responsible for 
constructing in accordance with the Schedule of Work.  
 
3.2.1.1 Construction Sequencing:   
 
In general, the sequence of the proposed dates of Initial Operation of Interconnection Customers 
seeking interconnection to the Transmission System will determine the sequence of construction 
of Network Upgrades. 
 
3.2.2 Negotiated Contract Option:   
 
As an alternative to the Standard Option set forth in Section 3.2.1 of this Appendix 2, the 
Interconnected Transmission Owner and the Interconnection Customer may mutually agree to a 
Negotiated Contract Option for the Interconnected Transmission Owner’s design, procurement, 
construction and installation of the Transmission Owner Interconnection Facilities.  Under the 
Negotiated Contract Option, the Interconnection Customer and the Interconnected Transmission 
Owner may agree to terms different from those included in the Standard Option of Section 3.2.1 
above and the corresponding standard terms set forth in the applicable provisions of Part VI of 
the Tariff and this Appendix 2. Under the Negotiated Contract Option, negotiated terms may 
include the work schedule applicable to the Interconnected Transmission Owner’s construction 
activities and changes to same (Section 3.3 of this Appendix 2); payment provisions, including 
the schedule of payments; incentives, penalties and/or liquidated damages related to timely 
completion of construction (Section 3.2.1 of this Appendix 2); use of third party contractors; and 
responsibility for Costs, but only as between the Interconnection Customer and the 
Interconnected Transmission Owner that are parties to this Interconnection Construction Service 
Agreement; no other Interconnection Customer’s responsibility for Costs may be affected 
(Section 217 of the Tariff). No other terms of the Tariff or this Appendix 2 shall be subject to 
modification under the Negotiated Contract Option.  The terms and conditions of the Tariff that 
may be negotiated pursuant to the Negotiated Contract Option shall not be affected by use of the 
Negotiated Contract Option except as and to the extent that they are modified by the parties’ 
agreement pursuant to such option.  All terms agreed upon pursuant to the Negotiated Contract 
Option shall be stated in full in an appendix to this Interconnection Construction Service 
Agreement. 
 
3.2.3  Option to Build 
 
3.2.3.1 Option:   
 
In the event that the Interconnected Transmission Owner and the Interconnection Customer are 
unable to agree upon the terms of an Interconnection Construction Service Agreement (a) on or 
before the date that is 30 days after Interconnection Customer’s execution of the Interconnection 
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Service Agreement, or (b) by such earlier date as is reasonable in the light of the schedule for 
construction of, as the case may be, the Transmission Owner Interconnection Facilities, as set 
forth in the Facilities Study, and subject to the terms and conditions set forth in Sections 2 and 3 
of this Appendix 2, or if mutually agreed by and between the Interconnection Customer and the 
Transmission Owner, the Interconnection Customer shall have the right, but not the obligation 
(“Option to Build”), to design, procure, construct and install all or any portion of the 
Transmission Owner Interconnection Facilities.  In order to exercise this Option to Build, the 
Interconnection Customer must provide Transmission Provider and the Interconnected 
Transmission Owner with written notice of its election to exercise the option by no later than 
seven days after the date that is 30 days after Interconnection Customer’s execution of the 
Interconnection Service Agreement, specifying either that a mutual agreement has been reached 
between the Interconnection Customer and the Interconnected Transmission Owner that the 
Interconnection Customer will exercise the Option to Build, or the specific terms and conditions 
of the Interconnection Construction Service Agreement upon which the Interconnected 
Transmission Owner and the Interconnection Customer are unable to agree and the efforts 
undertaken by the Interconnection Customer to resolve such disagreement; provided, however, 
that the Interconnection Customer and the Interconnected Transmission Owner may by mutual 
agreement extend the time period for exercise of the option. 
 
3.2.3.2 General Conditions Applicable to Option:   
 
In addition to the other terms and conditions applicable to the construction of facilities under this 
Appendix 2, the Option to Build is subject to the following conditions: 
 
 (a) The Interconnection Customer must obtain or arrange to obtain all necessary 
permits and authorizations for the construction and installation of the Transmission Owner 
Interconnection Facilities that it is building, provided, however, that when the Interconnected 
Transmission Owner’s assistance is required, the Interconnected Transmission Owner shall assist 
the Interconnection Customer in obtaining such necessary permits or authorizations with efforts 
similar in nature and extent to those that the Interconnected Transmission Owner typically 
undertakes in acquiring permits and authorizations for construction of facilities on its own 
behalf; 
 
 (b) The Interconnection Customer must obtain all necessary land rights for the 
construction and installation of the Transmission Owner Interconnection Facilities that it is 
building, provided, however, that upon Interconnection Customer’s reasonable request, the 
Interconnected Transmission Owner shall assist the Interconnection Customer in acquiring such 
land rights with efforts similar in nature and extent to those that the Interconnected Transmission 
Owner typically undertakes in acquiring land rights for construction of facilities on its own 
behalf;  
 
 (c) Notwithstanding anything stated herein, each Interconnected Transmission Owner 
shall have the exclusive right and obligation to perform the line attachments (tie-in work), and to 
calibrate remote terminal units and relay settings, required for the interconnection to such 
Interconnected Transmission Owner’s existing facilities of any Transmission Owner 
Interconnection Facilities that the Interconnection Customer builds; and 
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 (d) The Transmission Owner Interconnection Facilities built by the Interconnection 
Customer shall be successfully inspected, tested and energized pursuant to Sections 3.8 and 3.9 
of this Appendix 2. 
 
3.2.3.3  Additional Conditions Regarding Network Facilities:  
 
To the extent that the Interconnection Customer utilizes the Option to Build for design, 
procurement, construction and/or installation of (a) any Transmission Owner Interconnection 
Facilities that are Local Upgrades or Network Upgrades to Transmission System facilities that 
are in existence or under construction by or on behalf of the Interconnected Transmission Owner 
on the date that the Interconnection Customer solicits bids under Section 3.2.3.7 below, or (b) 
Transmission Owner Interconnection Facilities that are to be located on land or in right-of-way 
owned or controlled by the Interconnected Transmission Owner, and in addition to the other 
terms and conditions applicable to the design, procurement, construction and/or installation of 
facilities under this Appendix 2, all work shall comply with the following further conditions: 
 
 (i) All work performed by or on behalf of the Interconnection Customer shall be 
conducted by contractors, and using equipment manufacturers or vendors, that are listed on the 
Interconnected Transmission Owner’s List of Approved Contractors; 
 
 (ii) The Interconnected Transmission Owner shall have full site control of, and 
reasonable access to, its property at all times for purposes of tagging or operation, maintenance, 
repair or construction of modifications to, its existing facilities and/or for performing all tie-ins 
of Interconnection Facilities built by or for the Interconnection Customer; and for acceptance 
testing of any equipment that will be owned and/or operated by the Interconnected Transmission 
Owner; 
 
 (iii) The Interconnected Transmission Owner shall have the right to have a reasonable 
number of appropriate representatives present for all work done on its property/facilities or 
regarding the Transmission Owner Interconnection Facilities and the right to stop, or to order 
corrective measures with respect to, any such work that reasonably could be expected to have an 
adverse effect on reliability, safety or security of persons or of property of the Interconnected 
Transmission Owner or any portion of the Transmission System, provided that, unless 
circumstances do not reasonably permit such consultations, the Interconnected Transmission 
Owner shall consult with the Interconnection Customer and with Transmission Provider before 
directing that work be stopped or ordering any corrective measures; 
 
 (iv) The Interconnection Customer and its contractors, employees and agents shall 
comply with the Interconnected Transmission Owner’s safety, security and work rules, 
environmental guidelines and training requirements applicable to the area(s) where construction 
activity is occurring and shall provide all reasonably required documentation to the 
Interconnected Transmission Owner, provided that the Interconnected Transmission Owner 
previously has provided its safety, security and work rules and training requirements applicable 
to work on its facilities to Transmission Provider and the Interconnection Customer within 20 
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Business Days after a request therefor made by Interconnection Customer following its receipt of 
the Facilities Study; 
 
 (v) The Interconnection Customer shall be responsible for controlling the 
performance of its contractors, employees and agents; and  
 
 (vi) All activities performed by or on behalf of the Interconnection Customer pursuant 
to its exercise of the Option to Build shall be subject to compliance with Applicable Laws and 
Regulations, including those governing union staffing and bargaining unit obligations, and 
Applicable Standards. 
 
3.2.3.4  Administration of Conditions:   
 
To the extent that the Interconnected Transmission Owner exercises any discretion in the 
application of any of the conditions stated in Sections 3.2.3.2 and 3.2.3.3 of this Appendix 2, it 
shall apply each such condition in a manner that is reasonable and not unduly discriminatory and 
it shall not unreasonably withhold, condition, or delay any approval or authorization that the 
Interconnection Customer may require for the purpose of complying with any of those 
conditions. 
 
3.2.3.5  Approved Contractors: 
 
 (a) Each Transmission Owner shall develop and shall provide to Transmission 
Provider a List of Approved Contractors. Each Transmission Owner shall include on its List of 
Approved Contractors no fewer than three contractors and no fewer than three manufacturers or 
vendors of major transmission-related equipment, unless a Transmission Owner demonstrates to 
Transmission Provider’s reasonable satisfaction that it is feasible only to include a lesser number 
of construction contractors, or manufacturers or vendors, on its List of Approved Contractors. 
Transmission Provider shall publish each Transmission Owner’s List of Approved Contractors in 
a PJM Manual and shall make such manual available on its internet website. 
 
 (b) Upon request of an Interconnection Customer, a Transmission Owner shall add to 
its List of Approved Contractors (1) any design or construction contractor regarding which the 
Interconnection Customer provides such information as the Transmission Owner may reasonably 
require which demonstrates to the Transmission Owner’s reasonable satisfaction that the 
candidate contractor is qualified to design, or to install and/or construct new facilities or 
upgrades or modifications to existing facilities on the Transmission Owner’s system, or (2) any 
manufacturer or vendor of major transmission-related equipment (e.g., high-voltage 
transformers, transmission line, circuit breakers) regarding which the Interconnection Customer 
provides such information as the Transmission Owner may reasonably require which 
demonstrates to the Transmission Owner’s reasonable satisfaction that the candidate entity’s 
major transmission-related equipment is acceptable for installation and use on the Transmission 
Owner’s system. No Transmission Owner shall unreasonably withhold, condition, or delay its 
acceptance of a contractor, manufacturer, or vendor proposed for addition to its List of Approved 
Contractors. 
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3.2.3.6   Construction by Multiple Interconnection Customers:   
 
In the event that there are multiple Interconnection Customers that wish to exercise an Option to 
Build with respect to Interconnection Facilities of the types described in Section 3.2.3.3 to this 
Appendix 2, the Transmission Provider shall determine how to allocate the construction 
responsibility among them unless they reach agreement among themselves on how to proceed. 
 
3.2.3.7   Option Procedures:  
 
 (a) Within 10 days after notifying Transmission Provider and the Interconnected 
Transmission Owner of its election to exercise the Option to Build, Interconnection Customer 
shall solicit bids from one or more Approved Contractors named on the Interconnected 
Transmission Owner’s List of Approved Contractors to procure equipment for, and/or to design, 
construct and/or install, the Transmission Owner Interconnection Facilities that the 
Interconnection Customer seeks to build under the Option to Build on terms (i) that will meet the 
Interconnection Customer’s proposed schedule; (ii) that, if the Interconnection Customer seeks to 
have an Approved Contractor construct or install Transmission Owner Interconnection Facilities, 
will satisfy all of the conditions on construction specified in Sections 3.2.3.2 and 3.2.3.3 of this 
Appendix 2; and (iii) that will satisfy the obligations of a Constructing Entity (other than those 
relating to responsibility for the costs of facilities) under this Appendix 2.   
 
 (b) Any additional costs arising from the bidding process or from the final bid of the 
successful Approved Contractor shall be the sole responsibility of the Interconnection Customer.   
 
 (c) Upon receipt of a qualifying bid acceptable to it, the Interconnection Customer 
shall contract with the Approved Contractor that submitted the qualifying bid.  Such contract 
shall meet the standards stated in paragraph (a) of this section. 
 
 (d) In the absence of a qualifying bid acceptable to the Interconnection Customer in 
response to its solicitation, the Interconnected Transmission Owner(s) shall be responsible for 
the design, procurement, construction and installation of the Transmission Owner 
Interconnection Facilities in accordance with the Standard Option described in Section 3.2.1 of 
this Appendix 2. 
 
3.2.3.8 Interconnection Customer Drawings:   
 
Interconnection Customer shall submit to the Interconnected Transmission Owner and 
Transmission Provider initial drawings, certified by a professional engineer, of the Transmission 
Owner Interconnection Facilities s that Interconnection Customer arranges to build under the 
Option to Build. The Interconnected Transmission Owner shall review the drawings to assess the 
consistency of Interconnection Customer’s design of the pertinent Transmission Owner 
Interconnection Facilities with Applicable Standards and the Facilities Study. Interconnected 
Transmission Owner, with facilitation and oversight by Transmission Provider, shall provide 
comments on such drawings to Interconnection Customer within sixty days after its receipt 
thereof, after which time any drawings not subject to comment shall be deemed to be approved.  
All drawings provided hereunder shall be deemed to be Confidential Information. 



 

Page 395 

 
3.2.3.9 Effect of Review:   
 
Interconnected Transmission Owner's review of Interconnection Customer's initial drawings of 
the Transmission Owner Interconnection Facilities that the Interconnection Customer is building 
shall not be construed as confirming, endorsing or providing a warranty as to the fitness, safety, 
durability or reliability of such facilities or the design thereof.  At its sole cost and expense, 
Interconnection Customer shall make such changes to the design of the pertinent Transmission 
Owner Interconnection Facilities as may reasonably be required by Transmission Provider, in 
consultation with the Interconnected Transmission Owner, to ensure that the Transmission 
Owner Interconnection Facilities that Interconnection Customer is building meet Applicable 
Standards and conform with the Facilities Study. 
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ATTACHMENT Q 
 

PJM CREDIT POLICY 
 
INTRODUCTION: 
 
It is the policy of PJM Interconnection, L.L.C. (“PJM”) that prior to an entity participating in the 
PJM Markets, or in order to take Transmission Service, the entity must meet PJMSettlement’s 
credit requirements.   
 
Prior to becoming a Market Participant and/or Transmission Customer of PJM, PJMSettlement 
must accept and approve a credit application (including credit agreement) from such entity .  
PJMSettlement shall approve or deny submitted credit application on the basis of a complete 
credit evaluation including, but not be limited to, a review of financial statements, rating agency 
reports, and other pertinent indicators of credit strength that are applicable to the Applicant’s 
requested activity in PJM.  Applicants must satisfy all applicable credit requirements set forth in 
this Attachment Q prior to transacting in the PJM Markets.  All references in this Attachment Q 
to “section” shall refer to sections within Attachment Q unless otherwise indicated.  
 
These credit rules may establish certain restrictions on available credit by requiring that some 
amounts of credit be designated for specific purposes, such as for FTR or RPM activity, and thus 
not be available to satisfy credit requirements for other purposes.  Such designations shall be 
construed to be applicable to calculation of credit requirements only, and shall not restrict 
PJMSettlement’s ability to apply such designated credit to any obligation(s) in case of a default. 
 
PJMSettlement may post on PJM's web site, and may reference on OASIS, a supplementary 
document which contains additional business practices (such as algorithms for credit scoring) 
that are not included in this document.  Changes to the supplementary document will be subject 
to stakeholder review and comment prior to implementation.  PJMSettlement may specify a 
required compliance date, not less than 15 days from notification, by which time all Participants 
must comply with provisions that have been revised in the supplementary document.  
 
PJMSettlement will regularly post each Participant’s credit requirements and credit provisions on 
the PJM web site in a secure, password-protected location.  Each Participant is responsible for 
monitoring such information, and maintaining sufficient credit to satisfy all of its PJM credit 
requirements. Failure to maintain credit sufficient to satisfy its credit requirements shall be a 
breach of this Attachment Q, and the Participant will be subject to the remedies established 
herein and in any of the Agreements. 
 
Each Participant is required to provide information as to any known material litigation, 
commitments or contingencies as well as any current or prior bankruptcy declarations or material 
defalcations by the Participant or its predecessors, subsidiaries or Affiliates, if any. These 
disclosures shall be made by the Participant upon the applicable initiation or change, or as 
requested by PJMSettlement. 
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Each Participant is required to disclose any Affiliates that are currently Members of PJM or are 
applying for membership with PJM. Each Participant is also required to disclose the existence of 
any ongoing investigations by the U.S. Securities and Exchange Commission (“SEC”), U.S. 
Commodity Futures Trading Commission (“CFTC”), FERC, or any other governing, regulatory, 
or standards body.  These disclosures shall be made by the Participant upon the applicable 
initiation or change, or as requested by PJMSettlement. 
 
 
I. MINIMUM PARTICIPATION REQUIREMENTS 
 
A. PJM Market Participation Eligibility Requirements 
 
To be eligible to transact in the PJM Markets, a Market Participant must demonstrate in 
accordance with the Risk Management and Verification processes set forth below that it qualifies 
in one of the following ways: 
 

1. an “appropriate person,” as that term is defined under section 4(c)(3), or successor 
provision, of the Commodity Exchange Act, or; 
 

2. an “eligible contract participant,” as that term is defined in section 1a(18), or 
successor provision, of the Commodity Exchange Act, or; 

 
3. a business entity or person who is in the business of:  (1) generating, transmitting, or 

distributing electric energy, or (2) providing electric energy services that are 
necessary to support the reliable operation of the transmission system, or; 

 
4. a Market Participant seeking eligibility as an “appropriate person” providing an 

unlimited Corporate Guaranty in a form acceptable to PJMSettlement as described in 
section II.C from an issuer that has at least $1 million of total net worth or $5 million 
of total assets per Market Participant for which the issuer has issued an unlimited 
Corporate Guaranty, or; 

 
5. a Market Participant providing a letter of credit of at least $5 million to 

PJMSettlement in a form acceptable to PJMSettlement as described in section III.B 
that the Market Participant acknowledges is separate from, and cannot be applied to 
meet, its credit requirements to PJMSettlement. 

 
If, at any time, a Market Participant cannot meet the eligibility requirements set forth above, it 
shall immediately notify PJMSettlement and immediately cease conducting transactions in the 
PJM Markets.  PJMSettlement shall terminate a Market Participant’s transaction rights in the 
PJM Markets if, at any time, it becomes aware that the Market Participant does not meet the 
minimum eligibility requirements set forth above. 
 
In the event that a Market Participant is no longer able to demonstrate it meets the minimum 
eligibility requirements set forth above, and possesses, obtains or has rights to possess or obtain, 
any open or forward positions in the PJM Markets, PJMSettlement may take any such action it 
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deems necessary with respect to such open or forward positions, including, but not limited to, 
liquidation, transfer, assignment or sale; provided, however, that the Market Participant will, 
notwithstanding its ineligibility to participate in the PJM Markets, be entitled to any positive 
market value of those positions, net of any obligations due and owing to PJM and/or 
PJMSettlement. 
 
B. Risk Management and Verification 
 
All Participants shall provide to PJMSettlement an executed copy of a credit application and the 
annual certification set forth in Appendix 1 to this Attachment Q before they are eligible to 
transact in the PJM Markets.  Thereafter, the annual certification must be submitted each 
calendar year by all Participants during a period beginning on January 1 and ending April 30.  
Except for certain FTR Participants (discussed below) or in cases of manifest error, 
PJMSettlement will accept such certifications as a matter of course and Participants will not need 
further notice from PJMSettlement before commencing or maintaining their eligibility to 
participate in PJM Markets.  A Participant that fails to provide its annual certification by April 
30 shall be ineligible to transact in the PJM Markets and PJM will disable the Participant’s 
access to the PJM Markets until such time as PJMSettlement receives the Participant’s 
certification. 
 
Participants acknowledge and understand that the annual certification constitutes a representation 
upon which PJMSettlement will rely. Such representation is additionally made under the Tariff, 
filed with and accepted by FERC, and any inaccurate or incomplete statement may subject the 
Participant to action by FERC.  Failure to comply with any of the criteria or requirements listed 
herein or in the certification may result in suspension of a Participant’s transaction rights in the 
PJM Markets. 
 
Certain FTR Participants (those providing representations found in paragraph 3.b of the annual 
certification form set forth in Appendix 1 to this Attachment Q) are additionally required to 
submit to PJMSettlement (at the time they make their annual certification) a copy of their current 
governing risk control policies, procedures and controls applicable to their FTR trading 
activities, except that if no substantive changes have been made to such applicable policies, 
procedures and/or controls since their last submission, they may instead submit to 
PJMSettlement a certification stating that no substantive changes have been made.  
PJMSettlement will review such documentation to verify that it appears generally to conform to 
prudent risk management practices for entities trading in FTR-type markets.  Those FTR 
Participants subject to this provision shall make a one-time payment of $1,000.00 to 
PJMSettlement to cover administrative costs.  Thereafter, if such FTR Participant’s risk policies, 
procedures and controls applicable to its FTR trading activities change substantively, it shall 
submit such modified documentation, without charge, to PJMSettlement for review and 
verification at the time it makes its annual certification.  Such FTR Participant’s continued 
eligibility to participate in the PJM FTR markets is conditioned on PJMSettlement notifying such 
FTR Participant that its annual certification, including the submission of its risk policies, 
procedures and controls, has been accepted by PJMSettlement.  PJMSettlement may retain 
outside expertise to perform the review and verification function described in this paragraph, 
however, in all circumstances, PJMSettlement and any third-party it may retain will treat as 
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confidential the documentation provided by an FTR Participant under this paragraph, consistent 
with the applicable provisions of PJM’s Operating Agreement. 
 
An FTR Participant that makes the representation in paragraph 3.a of the annual certification 
understands that PJMSettlement, given the visibility it has over an FTR Participant’s overall 
market activity in performing billing and settlement functions, may at any time request that the 
FTR Participant provide additional information demonstrating that it is in fact eligible to make 
the representation in paragraph 3.a of the annual certification.  If such additional information is 
not provided or does not, in PJMSettlement’s judgment, demonstrate eligibility to make the 
representation in paragraph 3.a of the annual certification,  PJMSettlement will require the FTR 
Participant to instead make the representations required in paragraph 3.b of the annual 
certification, including representing that it has submitted a copy of its current governing risk 
control policies, procedures and controls applicable to its FTR trading activities.  If the FTR 
Participant cannot or does not make those representations as required in paragraph 3.b of the 
annual certification, then PJM will terminate the FTR Participant’s rights to purchase FTRs in 
the FTR market and, in its sole discretion, may terminate the FTR Participant’s rights to sell 
FTRs in the PJM FTR market. 
 
PJMSettlement shall also conduct a periodic compliance verification process to review and 
verify, as applicable, Participants’ risk management policies, practices, and procedures 
pertaining to the Participants’ activities in the PJM Markets.  Such review shall include 
verification that:   

1. The risk management framework is documented in a risk policy 
addressing market, credit and liquidity risks. 

2. The Participant maintains an organizational structure with clearly 
defined roles and responsibilities that clearly segregates trading and 
risk management functions. 

3. There is clarity of authority specifying the types of transactions into 
which traders are allowed to enter. 

4. The Participant has requirements that traders have adequate training 
relative to their authority in the systems and PJM Markets in which 
they transact. 

5. As appropriate, risk limits are in place to control risk exposures. 

6. Reporting is in place to ensure that risks and exceptions are adequately 
communicated throughout the organization. 

7. Processes are in place for qualified independent review of trading 
activities. 

8. As appropriate, there is periodic valuation or mark-to-market of risk 
positions. 

 
If principles or best practices relating to risk management in wholesale electric markets are 
published, as may be modified from time to time, by a third-party industry association, 
PJMSettlement may, following stakeholder discussion and with no less than six months prior 
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notice to stakeholders, apply such principles or best practices in determining the sufficiency of 
the Participant’s risk controls.   
 
PJMSettlement may select Participants for review on a random basis and/or based on identified 
risk factors such as, but not limited to, the PJM Markets in which the Participant is transacting, 
the magnitude of the Participant’s transactions in the PJM Markets, or the volume of the 
Participant’s open positions in the PJM Markets.  Those Participants notified by PJMSettlement 
that they have been selected for review shall, upon fourteen calendar days’ notice, provide a 
copy of their current governing risk control policies, procedures and controls applicable to their 
PJM Market activities and shall also provide such further information or documentation 
pertaining to the Participants' activities in the PJM Markets as PJMSettlement may reasonably 
request.  Participants selected for risk management verification through a random process and 
satisfactorily verified by PJMSettlement shall be excluded from such verification process based 
on a random selection for the subsequent two years.  PJMSettlement shall annually randomly 
select for review no more than 20% of the Participants in each member sector.  
 
Each selected Participant’s continued eligibility to participate in the PJM Markets is conditioned 
upon PJMSettlement notifying the Participant of successful completion of PJMSettlement’s 
verification of the Participant’s risk management policies, practices and procedures, as discussed 
herein.  However, if PJMSettlement notifies the Participant in writing that it could not 
successfully complete the verification process, PJMSettlement shall allow such Participant 
fourteen calendar days to provide sufficient evidence for verification prior to declaring the 
Participant as ineligible to continue to participate in PJM's markets, which declaration shall be in 
writing with an explanation of why PJMSettlement could not complete the verification.  If, prior 
to the expiration of such fourteen calendar days, the Participant demonstrates to PJMSettlement 
that it has filed with the Federal Energy Regulatory Commission an appeal of PJMSettlement’s 
risk management verification determination, then the Participant shall retain its transaction 
rights, pending the Commission’s determination on the Participant’s appeal.  PJMSettlement 
may retain outside expertise to perform the review and verification function described in this 
paragraph.  PJMSettlement and any third party it may retain will treat as confidential the 
documentation provided by a Participant under this paragraph, consistent with the applicable 
provisions of the Operating Agreement. If PJMSettlement retains such outside expertise, a 
Participant may direct in writing that PJMSettlement perform the risk management review and 
verification for such Participant instead of utilizing a third party, provided however, that 
employees and contract employees of PJMSettlement and PJM shall not be considered to be such 
outside expertise or third parties.   
 
Participants are solely responsible for the positions they take and the obligations they assume in 
PJM Markets.  PJMSettlement hereby disclaims any and all responsibility to any Participant or 
PJM Member associated with Participant’s submitting or failure to submit its annual certification 
or PJMSettlement’s review and verification of an FTR Participant’s risk policies, procedures and 
controls.  Such review and verification is limited to demonstrating basic compliance by an FTR 
Participant with the representation it makes under paragraph 3.b of its annual certification 
showing the existence of written policies, procedures and controls to limit its risk in PJM’s FTR 
markets and does not constitute an endorsement of the efficacy of such policies, procedures or 
controls. 
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C. Capitalization 
 
In addition to the annual certification requirements in Appendix 1 to this Attachment Q, a 
Participant must demonstrate that it meets the minimum financial requirements appropriate for 
the PJM Market(s) in which it transacts by satisfying either the minimum capitalization or the 
provision of Collateral requirements listed below: 
 
1. Minimum Capitalization 
 
FTR Participants must demonstrate a tangible net worth in excess of $1 million or tangible assets 
in excess of $10 million.  Other Participants must demonstrate a tangible net worth in excess of 
$500,000 or tangible assets in excess of $5 million. 

 
a. In either case, consideration of tangible assets and net worth shall exclude assets (net of 
any matching liabilities, assuming the result is a positive value) which PJMSettlement 
reasonably believes to be restricted, highly risky, or potentially unavailable to settle a claim in 
the event of default.  Examples include, but are not limited to, restricted assets and Affiliate 
assets, derivative assets, goodwill, and other intangible assets. 

 
b. Demonstration of “tangible” assets and net worth may be satisfied through presentation 
of an acceptable Corporate Guaranty, provided that both: 

 
(i) the Guarantor is an Affiliate company that satisfies the tangible net worth or 

tangible assets requirements herein, and; 
 

 (ii) the Corporate Guaranty is either unlimited or at least $500,000. 
 

If the Corporate Guaranty presented by the Participant to satisfy these 
capitalization requirements is limited in value, then the Participant’s resulting 
Unsecured Credit Allowance shall be the lesser of: 

 
(1) the applicable Unsecured Credit Allowance available to the Participant by 

the Corporate Guaranty pursuant to the creditworthiness provisions of this 
Attachment Q, or: 
 

(2) the face value of the Corporate Guaranty, reduced by $500,000 and further 
reduced by 10%.  (For example, a $10.5 million Corporate Guaranty 
would be reduced first by $500,000 to $10 million and then further 
reduced 10% more to $9 million.  The resulting $9 million would be the 
Participant’s Unsecured Credit Allowance available through the Corporate 
Guaranty). 
 

 In the event that a Participant provides Collateral in addition to a limited 
Corporate Guaranty to increase its available credit, the value of such 
Collateral shall be reduced by 10%.  This reduced value shall be 



 

Page 402 

considered the amount available to satisfy requirements of this Attachment 
Q. 
 

Demonstrations of capitalization must be presented in the form of audited 
financial statements for the Participant’s most recent fiscal year. 

 
2. Provision of Collateral 
 
If a Participant does not demonstrate compliance with its applicable minimum capitalization 
requirements above, it may still qualify to participate in PJM’s markets by posting additional 
Collateral, subject to the terms and conditions set forth herein. 

 
Any Collateral provided by a Participant unable to satisfy the minimum capitalization 
requirements above will be restricted in the following manner:  

(i) Collateral provided by FTR Participants shall be reduced by $500,000 and then 
further reduced by 10%.  This reduced amount shall be considered the amount 
available to satisfy requirements of this Attachment Q. 

(ii) Collateral provided by other Participants that engage in Virtual Transactions or 
Export Transactions shall be reduced by $200,000 and then further reduced by 
10%.  This reduced value shall be considered the amount available to satisfy 
requirements of this Attachment Q. 

(iii) Collateral provided by other Participants that do not engage in Virtual 
Transactions or Export Transactions shall be reduced by 10%, and this reduced 
value shall be considered the amount available to satisfy requirements of this 
Attachment Q. 

In the event a Participant that satisfies the Minimum Participation requirements through 
provision of Collateral also provides a Corporate Guaranty to increase its available credit, then 
the Participant’s resulting Unsecured Credit Allowance conveyed through such Corporate 
Guaranty shall be the lesser of: 

(1)  the applicable Unsecured Credit Allowance available to the Participant by the 
Corporate Guaranty pursuant to the creditworthiness provisions of this 
Attachment Q, or,  

(2)  the face value of the Corporate Guaranty, reduced by 10%.  

 
II.  UNSECURED CREDIT ALLOWANCE  
 
A Participant may request that PJM consider it for an Unsecured Credit Allowance pursuant to 
the provisions herein. 
 
A. Unsecured Credit Allowance Evaluation 
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PJMSettlement will perform a credit evaluation on each Participant that has requested an 
Unsecured Credit Allowance, both initially and at least annually thereafter.  In completing the 
credit evaluation, PJMSettlement will consider: 
 
1.  Rating Agency Reports 
 
In evaluating credit strength, PJMSettlement will review rating agency reports from Standard & 
Poor’s, Moody’s Investors Service, Fitch Ratings, or other nationally known rating agencies.  
The focus of the review will be on senior unsecured debt ratings; however, PJMSettlement will 
consider other ratings if senior unsecured debt ratings are not available.   
 
2. Financial Statements and Related Information 
 
Each Participant requesting an Unsecured Credit Allowance or seeking to satisfy the minimum 
capitalization requirements herein must submit audited annual financial statements as soon as 
they become available and no later than 120 days after its fiscal year end.  All financial and 
related information considered for an Unsecured Credit Allowance must be audited by an outside 
entity, and must be accompanied by an unqualified audit letter acceptable to PJMSettlement.  If 
financial statements are not provided within the timeframe required, the Participant may not be 
granted an Unsecured Credit Allowance and may have its officer certification revoked.  
 
The information should include, but not be limited to, the following: 
 
a. If publicly traded: 

i. Annual and quarterly reports on Form 10-K and Form 10-Q, respectively. 
ii. Form 8-K reports disclosing material changes, if any, immediately upon issuance. 

 
b. If privately held: 
 i. Management’s Discussion & Analysis 
 ii. Report of Independent Accountants 
 iii. Financial Statements, including: 

• Balance Sheet 
• Income Statement 
• Statement of Cash Flows 
• Statement of Stockholder’s Equity 

 iv. Notes to Financial Statements 
 
If the above information is available on the internet, the Participant may provide a letter stating 
where such statements may be located and retrieved by PJMSettlement.  For certain Participants, 
some of the above financial submittals may not be applicable, and alternate requirements may be 
specified by PJMSettlement. 
 
In its credit evaluation of cooperatives and municipalities, PJMSettlement may request additional 
information as part of the overall financial review process and may also consider qualitative 
factors in determining financial strength and creditworthiness.   
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3.  Material Changes 
 
Each Participant is responsible for informing PJMSettlement immediately, in writing, of any 
material change in its financial condition. However, PJMSettlement may also independently 
establish from available information that a Participant has experienced a material change in its 
financial condition without regard to whether such Participant has informed PJMSettlement of 
the same. 
 
For the purpose of this Attachment Q, a material change in financial condition may include, but 
not be limited to, any of the following: 
 

a. a downgrade of any debt rating by any rating agency; 
b. being placed on a credit watch with negative implications by any rating agency; 
c. a bankruptcy filing;  
d. insolvency; 
e. a report of a quarterly or annual loss or a decline in earnings of ten percent or 

more compared to the prior period; 
f. restatement of prior financial statements; 
g. the resignation of key officer(s);  
h. the filing of a lawsuit that could adversely impact any current or future financial 

results by ten percent or more; 
i. financial default in another organized wholesale electric market, futures exchange 

or clearing house; 
j. revocation of a license or other authority by any Federal or State regulatory 

agency; where such license or authority is necessary or important to the 
Participants continued business for example, FERC market-based rate authority, 
or State license to serve retail load; or 

k. a significant change in credit default spreads, market capitalization, or other 
market-based risk measurement criteria, such as a recent increase in Moody’s 
KMV Expected Default Frequency (EDFtm) that is noticeably greater than the 
increase in its peers’ EDFtm rates, or a collateral default swap (CDS) premium 
normally associated with an entity rated lower than investment grade. 

 
If PJMSettlement determines that  a material change in the financial condition of the Participant 
has occurred, it may reduce or eliminate any Unsecured Credit afforded to the Participant.  Such 
reduction or elimination may require the Participant to provide Collateral within two Business 
Days. If the Participant fails to provide the required Collateral, the Participant shall be in default 
under this Attachment Q.  
 
In the event that PJMSettlement determines that a material change in the financial condition of a 
Participant warrants a requirement to provide Collateral, PJMSettlement shall provide the 
Participant with a written explanation of why such determination was made.  However, under no 
circumstances shall the requirement that a Participant provide the requisite Collateral be deferred 
pending the issuance of such written explanation. 
 
B. Contesting an Unsecured Credit Evaluation 
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PJMSettlement will provide to a Participant, upon request, a written explanation for any change 
in Unsecured Credit or credit requirement within ten Business Days of receiving such request. 
 
If a Participant believes that either its level of Unsecured Credit or its credit requirement has 
been incorrectly determined, according to this Attachment Q, then the Participant may send a 
request for reconsideration in writing to PJMSettlement.  Such a request should include: 
 

• A citation to the applicable section(s) of this Attachment Q along with an explanation of 
how the respective provisions of this Attachment Q were not carried out in the 
determination as made. 

 
• A calculation of what the Participant believes should be the correct credit level or 

Collateral requirement, according to terms of this Attachment Q. 
 
PJMSettlement will reconsider the determination and will provide a written response as promptly 
as practical, but no more than ten Business Days after receipt of the request.  If the Participant 
still feels that the determination is incorrect, then the Participant may contest that determination.  
Such contest should be in written form, addressed to PJMSettlement, and should contain: 
 

• A complete copy of the Participant’s earlier request for reconsideration, including 
citations and calculations 
 

• A copy of PJMSettlement’s written response to its request for reconsideration 
 
• An explanation of why it believes that the determination still does not comply with this 

Attachment Q 
 
PJMSettlement will investigate and will respond to the Participant with a final determination on 
the matter as promptly as practical, but no more than twenty Business Days after receipt of the 
request. 
 
Neither requesting reconsideration nor contesting the determination following such request shall 
relieve or delay Participant's responsibility to comply with all provisions of this Attachment Q. 

 
C. Corporate Guaranty  
 
An irrevocable and unconditional Corporate Guaranty may be utilized to establish an Unsecured 
Credit Allowance for a Participant.  Such credit will be considered a transfer of Unsecured Credit 
from the Guarantor to the Participant, and  will not be considered a form of Collateral.  
 
PJMSettlement will post on its web site an acceptable form that should be utilized by a 
Participant choosing to establish its credit with a Corporate Guaranty.  If the Corporate Guaranty 
varies in any way from the PJMSettlement format, it must first be reviewed and approved by 
PJMSettlement before it may be applied to satisfy the Participant’s credit requirements.   
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The Corporate Guaranty must be signed by an officer of the Guarantor, and must demonstrate 
that it is duly authorized in a manner acceptable to PJMSettlement.  Such demonstration may 
include either a corporate seal on the Corporate Guaranty itself, or an accompanying executed 
and sealed secretary’s certificate from the Guarantor’s corporate secretary noting that the 
Guarantor was duly authorized to provide such Corporate Guaranty and that the person signing 
the Corporate Guaranty is duly authorized, or other manner acceptable to PJMSettlement.  
  
PJM will evaluate the creditworthiness of a Guarantor and will establish any Unsecured Credit 
granted through a Corporate Guaranty using the methodology and requirements established for 
Participants requesting an Unsecured Credit Allowance as described herein.  Foreign Guaranties 
and Canadian Guaranties shall be subject to additional requirements as established herein.  
If PJMSettlement determines that a material change in the financial condition of the Guarantor 
has occurred, or if the Corporate Guaranty comes within 30 days of expiring without renewal,  
PJMSettlement may reduce or eliminate any Unsecured Credit afforded to the Participant 
through the guaranty.  Such reduction or elimination may require the Participant to provide 
Collateral within two Business Days. If the Participant fails to provide the required Collateral, 
the Participant shall be in default under this  Attachment Q. 
All costs associated with obtaining and maintaining a Corporate Guaranty and meeting the 
Attachment Q provisions are the responsibility of the Participant.   
 
1. Foreign Guaranties 
 
A Foreign Guaranty is a Corporate Guaranty that is provided by an Affiliate entity that is 
domiciled in a country other than the United States or Canada. The entity providing a Foreign 
Guaranty on behalf of a Participant is a Foreign Guarantor.  A Participant may provide a Foreign 
Guaranty in satisfaction of part of its credit obligations or voluntary credit provision at 
PJMSettlement provided that all of the following conditions are met: 
 
PJMSettlement reserves the right to deny, reject, or terminate acceptance of any Foreign 
Guaranty at any time, including for material adverse circumstances or occurrences.  
 
a. A Foreign Guaranty: 

i. Must contain provisions equivalent to those contained in PJMSettlement’s 
standard form of Foreign Guaranty with any modifications subject to review and 
approval by PJMSettlement counsel. 

ii. Must be denominated in US currency. 
iii. Must be written and executed solely in English, including any duplicate originals. 
iv. Will not be accepted towards a Participant’s Unsecured Credit Allowance for 

more than the following limits, depending on the Foreign Guarantor's credit 
rating: 
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v. May not exceed 50% of the Participant’s total credit, if the Foreign Grantor is 
rated less than BBB+. 

 
b. A Foreign Guarantor: 

i. Must satisfy all provisions of this Attachment Q applicable to domestic 
Guarantors. 

ii. Must be an Affiliate of the Participant. 
iii. Must maintain an agent for acceptance of service of process in the United States; 

such agent shall be situated in the Commonwealth of Pennsylvania, absent legal 
constraint. 

iv. Must be rated by at least one Rating Agency acceptable to PJMSettlement; the 
credit strength of a Foreign Guarantor may not be determined based on an 
evaluation of its financials without an actual credit rating as well. 

v. Must have a senior unsecured (or equivalent, in PJMSettlement's sole discretion) 
rating of BBB (one notch above BBB-) or greater by any and all agencies that 
provide rating coverage of the entity. 

vi. Must provide financials in Generally Acceptable Accounting Principles (GAAP) 
format or other format acceptable to PJMSettlement with clear representation of 
net worth, intangible assets, and any other information PJMSettlement may 
require in order to determine the entity’s Unsecured Credit Allowance 

vii. Must provide a Secretary’s Certificate from the Participant’s corporate secretary 
certifying the adoption of Corporate Resolutions: 
1. Authorizing and approving the Guaranty; and 
2. Authorizing the Officers to execute and deliver the Guaranty on behalf of 

the Guarantor.   
viii. Must be domiciled in a country with a minimum long-term sovereign (or 

equivalent) rating of AA+/Aa1, with the following conditions: 
1. Sovereign ratings must be available from at least two rating agencies 

acceptable to PJMSettlement (e.g. S&P, Moody’s, Fitch, DBRS).  
2. Each agency’s sovereign rating for the domicile will be considered to be 

the lowest of: country ceiling, senior unsecured government debt, long-
term foreign currency sovereign rating, long-term local currency sovereign 
rating, or other equivalent measures, at PJMSettlement’s sole discretion.  

3. Whether ratings are available from two or three agencies, the lowest of the 
two or three will be used. 

ix. Must be domiciled in a country that recognizes and enforces judgments of US 
courts. 

 
x. Must demonstrate financial commitment to activity in the United States as 

evidenced by one of the following: 

Rating of Foreign Guarantor 

Maximum Accepted 
Guaranty if Country Rating is 

AAA 

Maximum Accepted 
Guaranty if Country 

Rating is AA+ 
A- and above USD50,000,000 USD30,000,000 

BBB+ USD30,000,000 USD20,000,000 
BBB USD10,000,000 USD10,000,000 

BBB- or below USD 0 USD 0 
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1. American Depository Receipts (ADR) are traded on the New York Stock 
Exchange, American Stock Exchange, or NASDAQ. 

2. Equity ownership worth over USD100,000,000 in the wholly-owned or 
majority owned subsidiaries in the United States. 

xi. Must satisfy all other applicable provisions of the PJM Tariff and/or Operating 
Agreement, including this Attachment Q. 

xii. Must pay for all expenses incurred by PJMSettlement related to reviewing and 
accepting a foreign guaranty beyond nominal in-house credit and legal review. 

xiii. Must, at its own cost, provide PJMSettlement with independent legal opinion 
from an attorney/solicitor of PJMSettlement’s choosing and licensed to practice 
law in the United States and/or Guarantor’s domicile, in form and substance 
acceptable to PJMSettlement in its sole discretion, confirming the enforceability 
of the Foreign Guaranty, the Guarantor’s legal authorization to grant the 
Guaranty, the conformance of the Guaranty, Guarantor, and Guarantor's domicile 
to all of these requirements, and such other matters as PJMSettlement may require 
in its sole discretion. 

 
2. Canadian Guaranties 
 
The entity providing a Canadian Guaranty on behalf of a Participant is a Canadian Guarantor.  A 
Participant may provide a Canadian Guaranty in satisfaction of part of its credit obligations or 
voluntary credit provision at PJMSettlement provided that all of the following conditions are 
met. 
 
PJMSettlement reserves the right to deny, reject, or terminate acceptance of any Canadian 
Guaranty at any time for reasonable cause, including adverse material circumstances. 
 
a. A Canadian Guaranty: 

i. Must contain provisions equivalent to those contained in PJMSettlement’s 
standard form of Foreign Guaranty with any modifications subject to review and 
approval by PJMSettlement counsel. 

ii. Must be denominated in US currency. 
iii. Must be written and executed solely in English, including any duplicate originals. 

 
b. A Canadian Guarantor: 

i. Must satisfy all provisions of this Attachment Q applicable to domestic 
Guarantors. 

ii. Must be an Affiliate of the Participant. 
iii. Must maintain an agent for acceptance of service of process in the United States; 

such agent shall be situated in the Commonwealth of Pennsylvania, absent legal 
constraint. 

iv. Must be rated by at least one Rating Agency acceptable to PJMSettlement; the 
credit strength of a Canadian Guarantor may not be determined based on an 
evaluation of its financials without an actual credit rating as well. 

v. Must provide financials in Generally Acceptable Accounting Principles (GAAP) 
format or other format acceptable to PJMSettlement with clear representation of 
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net worth, intangible assets, and any other information PJMSettlement may 
require in order to determine the entity's Unsecured Credit Allowance. 

vi. Must satisfy all other applicable provisions of the PJM Tariff and/or Operating 
Agreement, including this Attachment Q.  

 
D. Unsecured Credit Allowance Calculation 
 
PJMSettlement’s Unsecured Credit Allowance evaluation process will include calculating a 
Credit Score for each Participant.  The Credit Score will be utilized to determine a Participant’s 
Unsecured Credit Allowance.  
 
Where two or more entities, including Participants , are considered Affiliates, Unsecured Credit 
Allowances  will be established for each individual Participant, subject to an aggregate 
maximum amount for all Affiliates as provided for in section II.D.3 of this Attachment Q. 
 
In its credit evaluation of cooperatives and municipalities, PJMSettlement may request additional 
information as part of the overall financial review process and may also consider qualitative 
factors in determining financial strength and creditworthiness.   
 
1. Credit Score 
 
For Participants with credit ratings, a Credit Score will be assigned based on their senior 
unsecured credit rating and credit watch status as shown in the table below.  If an explicit senior 
unsecured rating is not available, PJMSettlement may impute an equivalent rating from other 
ratings that are available. For Participants without a credit rating, but who wish to be considered 
for an Unsecured Credit Allowance, a Credit Score will be generated from PJMSettlement’s 
review and analysis of various factors that are predictors of financial strength and 
creditworthiness.  PJMSettlement will consistently apply the measures it uses in determining 
Credit Scores. The credit scoring methodology details are included in a supplementary document 
available on OASIS. 
 

Rated Entities Credit Scores 
 

Rating Score 
Score Modifier 

Credit Watch 
Negative 

Credit Watch 
Positive 

AAA 100 -1.0 0.0 
AA+ 99 -1.0 0.0 
AA 99 -1.0 0.0 
AA- 98 -1.0 0.0 
A+ 97 -1.0 0.0 
A 96 -2.0 0.0 
A- 93 -3.0 1.0 

BBB+ 88 -4.0 2.0 
BBB 78 -4.0 2.0 
BBB- 65 -4.0 2.0 
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BB+ and below 0 0.0 0.0 
 
 
2. Unsecured Credit Allowance 
 
PJMSettlement will determine a Participant’s Unsecured Credit Allowance based on its Credit 
Score and the parameters in the table below.  The maximum Unsecured Credit Allowance is the 
lower of: 
 
a. A percentage of the Participant’s Tangible Net Worth, as stated in the table below, with 

the percentage based on the Participant’s credit score;  and 
 
b. A dollar cap based on the credit score, as stated in the table below: 
 

Credit Score Tangible Net Worth 
Factor 

Maximum 
Unsecured Credit 
Allowance 
 
($ Million) 

91-100 2.125 – 2.50% $50 
81-90 1.708 – 2.083% $42 
71-80 1.292 – 1.667% $33 
61-70 0.875 – 1.25% $7 
51-60 0.458 – 0.833% $0-$2 
50 and Under 0% $0 

 
 
If a Corporate Guaranty is utilized to establish an Unsecured Credit Allowance for a Participant, 
the value of a Corporate Guaranty will be the lesser of: 
 

• The limit imposed in the Corporate Guaranty; 
• The Unsecured Credit Allowance calculated for the Guarantor; and 
• A portion of the Unsecured Credit Allowance calculated for the Guarantor in the case of 

Affiliated Participants. 
 
PJMSettlement has the right at any time to modify any Unsecured Credit Allowance and/or 
require additional Collateral as may be deemed reasonably necessary to support current market 
activity.  Failure to remit the required amount of additional Collateral within two Business Days 
shall be deemed an event of default. 
 
PJMSettlement will maintain a posting of each Participant’s Unsecured Credit Allowance, along 
with certain other credit related parameters, on the PJM website in a secure, password-protected 
location.  Each Participant will be responsible for monitoring such information and recognizing 
changes that may occur.   
 
 



 

Page 411 

 
3. Unsecured Credit Limits For Affiliates 
 
If two or more Participants are Affiliates and each is being granted an Unsecured Credit 
Allowance , PJMSettlement will consider the overall creditworthiness of the Affiliates when 
determining the Unsecured Credit Allowances in order not to grant more Unsecured Credit than 
the overall corporation could support. 
 

Example: Participants A and B each have a $10.0 million Corporate Guaranty from their 
common parent, a holding company with an Unsecured Credit Allowance calculation of 
$12.0 million.  PJMSettlement may limit the Unsecured Credit Allowance for each 
Participant to $6.0 million, so the total Unsecured Credit Allowance does not exceed the 
corporate total of $12.0 million. 

 
PJMSettlement will work with the Affiliates to allocate the total Unsecured Credit Allowance 
among the Affiliates while assuring that no individual Participant, nor common guarantor, 
exceeds the Unsecured Credit Allowance appropriate for its credit strength.  The aggregate 
Unsecured Credit for a Participant, including Unsecured Credit Allowance granted based on its 
own creditworthiness and any Unsecured Credit Allowance conveyed through a Guaranty shall 
not exceed $50 million. The aggregate Unsecured Credit for a group of Affiliates shall not 
exceed $50 million.   A group of Affiliates subject to this cap shall request PJMSettlement to 
allocate the maximum Unsecured Credit amongst the group, assuring that no individual 
Participant or common guarantor, shall exceed the Unsecured Credit level appropriate for its 
credit strength and activity. 
 
III.  FORMS OF COLLATERAL 
 
In order to satisfy their PJM credit requirements Participants may provide Collateral in a 
PJMSettlement-approved form and amount pursuant to the guidelines herein.   
 
Collateral which is no longer required to be maintained under provisions of the Agreements shall 
be returned at the request of a Participant no later than two Business Days following 
determination by PJMSettlement within a commercially reasonable period of time that such 
Collateral is not required. 
 
Except when an event of default has occurred, a Participant may substitute an approved 
PJMSettlement form of Collateral for another PJMSettlement approved form of Collateral of 
equal value.   
 
A. Cash Deposit  
 
Cash provided by a Participant as Collateral will be held in a depository account by 
PJMSettlement.  Interest shall accrue to the benefit of the Participant, provided that 
PJMSettlement may require Participants to provide appropriate tax and other information in 
order to accrue such interest credits.   
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PJMSettlement may establish an array of investment options among which a Participant may 
choose to invest its cash deposited as Collateral.    The depository account shall be held in 
PJMSettlement’s name in a banking or financial institution acceptable to PJMSettlement.  Where 
practicable, PJMSettlement may establish a means for the Participant to communicate directly 
with the bank or financial institution to permit the Participant to direct certain activity in the 
PJMSettlement account in which its Collateral is held.  PJMSettlement will establish and publish 
procedural rules, identifying the investment options and respective discounts in Collateral value 
that will be taken to reflect any liquidation, market and/or credit risk presented by such 
investments.   
 
Cash Collateral may not be pledged or in any way encumbered or restricted from full and timely 
use by PJM in accordance with terms of the Agreements.   
 
PJMSettlement has the right to liquidate all or a portion of the Collateral account balance at its 
discretion to satisfy a Participant’s Total Net Obligation to PJMSettlement in the event of default 
under this Attachment Q or one or more of the Agreements.   
 
B. Letter Of Credit   
 
An unconditional, irrevocable standby letter of credit can be utilized to meet the Collateral 
requirement.  As stated below, the form, substance, and provider of the letter of credit must all be 
acceptable to PJMSettlement. 
 

• The letter of credit will only be accepted from U.S.-based financial institutions or U.S. 
branches of foreign financial institutions (“financial institutions”)  that have a minimum 
corporate debt rating of “A” by Standard & Poor’s or Fitch Ratings, or “A2” from 
Moody’s Investors Service, or an equivalent short term rating from one of these agencies.  
PJMSettlement will consider the lowest applicable rating to be the rating of the financial 
institution.  If the rating of a financial institution providing a letter of credit is lowered 
below A/A2 by any rating agency, then PJMSettlement may require the Participant to 
provide a letter of credit from another financial institution that is rated A/A2 or better, or 
to provide a cash deposit.  If a letter of credit is provided from a U.S. branch of a foreign 
institution, the U.S. branch must itself comply with the terms of this Attachment Q, 
including having its own acceptable credit rating. 

 
• The letter of credit shall state that it shall renew automatically for successive one-year 

periods, until terminated upon at least ninety (90) days prior written notice from the 
issuing financial institution.  If PJM or PJMSettlement receives notice from the issuing 
financial institution that the current letter of credit is being cancelled, the Participant will 
be required to provide evidence, acceptable to PJMSettlement, that such letter of credit 
will be replaced with appropriate Collateral, effective as of the cancellation date of the 
letter of credit, no later than thirty (30) days before the cancellation date of the letter of 
credit, and no later than ninety (90) days after the notice of cancellation.  Failure to do so 
will constitute a default under this Attachment Q and one of more of the Agreements.  
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• PJM will post on its web site an acceptable standard form of a letter of credit that should 
be utilized by a Participant choosing to submit a letter of credit to establish credit at PJM.  
If the letter of credit varies in any way from the standard format, it must first be reviewed 
and approved by PJMSettlement.  All costs associated with obtaining and maintaining a 
letter of credit and meeting the Attachment Q provisions are the responsibility of the 
Participant. 

 
• PJMSettlement may accept a letter of credit from a financial institution that does not meet 

the credit standards of this Attachment Q provided that the letter of credit has third-party 
support, in a form acceptable to PJMSettlement, from a financial institution that does 
meet the credit standards of this Attachment Q. 

 
C. PJM Administrative Charges 
 
Collateral held by PJMSettlement shall also secure obligations to PJM for PJM administrative 
charges, and may be liquidated to satisfy all such obligations in event of default. 
 
D. Collateral Held by PJM  
 
PJMSettlement’s credit requirements are applicable as of the effective date of the filing on May 
5, 2010 by PJM and PJMSettlement of amendments to Attachment Q.  Collateral submitted by 
Participants and held by PJM shall be held by PJM for the benefit of PJMSettlement. 
 
 
IV. CREDIT REQUIREMENTS FOR SCREENED TRANSACTIONS 
 
 
A. Virtual and Export Transaction Screening 
 
1. Credit for Virtual and Export Transactions 
 
Export Transactions and Virtual Transactions both utilize Credit Available for Virtual 
Transactions to support their credit requirements.   
 
PJMSettlement does not require a Market Participant to establish separate or additional credit for 
submitting Virtual or Export Transactions; however, once transactions are submitted and 
accepted by PJM, PJMSettlement may require credit supporting those transactions to be held 
until the transactions are completed and their financial impact incorporated into the Market 
Participant’s Obligations.  If a Market Participant chooses to establish additional Collateral 
and/or Unsecured Credit Allowance in order to increase its Credit Available for Virtual 
Transactions, the Market Participant’s Working Credit Limit for Virtual Transactions shall be 
increased in accordance with the definition thereof.  The Collateral and/or Unsecured Credit 
Allowance available to increase a Market Participant’s Credit Available for Virtual Transactions 
shall be the amount of Collateral and/or Unsecured Credit Allowance available after subtracting 
any credit required for Minimum Participation Requirements, FTR, RPM or other credit 
requirement determinants defined in this Attachment Q, as applicable. 
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If a Market Participant chooses to provide additional Collateral in order to increase its Credit 
Available for Virtual Transactions PJMSettlement may establish a reasonable timeframe, not to 
exceed three months, for which such Collateral must be maintained.  PJMSettlement will not 
impose such restriction on a deposit unless a Market Participant is notified prior to making the 
deposit.  Such restriction, if applied, shall be applied to all future deposits by all Market 
Participants engaging in Virtual Transactions. 
 
A Market Participant may increase its Credit Available for Virtual Transactions by providing 
additional Collateral to PJMSettlement.  PJMSettlement will make a good faith effort to make 
new Collateral available as Credit Available for Virtual Transactions as soon as practicable after 
confirmation of receipt.  In any event, however, Collateral received and confirmed by noon on a 
Business Day will be applied (as provided under this Attachment Q) to Credit Available for 
Virtual Transactions no later than 10:00 am on the following Business Day.  Receipt and 
acceptance of wired funds for cash deposit shall mean actual receipt by PJMSettlement’s bank, 
deposit into PJMSettlement’s customer deposit account, confirmation by PJMSettlement that 
such wire has been received and deposited, and entry into PJM’s credit system.  Receipt and 
acceptance of letters of credit shall mean receipt of the original letter of credit or amendment 
thereto, confirmation from PJMSettlement’s credit and legal staffs that such letter of credit or 
amendment thereto conforms to PJMSettlement’s requirements, which confirmation shall be 
made in a reasonable and practicable timeframe, and entry into PJM’s credit system.  To 
facilitate this process, bidders submitting additional Collateral for the purpose of increasing their 
Credit Available for Virtual Transactions are advised to submit such Collateral well in advance 
of the desired time, and to specifically notify PJMSettlement of such submission. 
 
A Market Participant wishing to submit Virtual or Export Transactions must allocate within 
PJM’s credit system the appropriate amount of Credit Available for Virtual Transactions to the 
virtual and export allocation sections within each customer account in which it wishes to submit 
such transactions.  
 
2. Virtual Transaction Screening  
 
All Virtual Transactions submitted to PJM shall be subject to a credit screen prior to acceptance 
in the Day-ahead Energy Market.  The credit screen is applied separately for each of a Market 
Participant’s customer accounts.  The credit screen process will automatically reject Virtual 
Transactions submitted by the Market Participant in a customer account if the Market 
Participant’s Credit Available for Virtual Transactions, allocated on a customer account basis, is 
exceeded by the Virtual Credit Exposure that is calculated based on the Market Participant’s 
Virtual Transactions submitted,  as described below. 
 
A Market Participant’s Virtual Credit Exposure will be calculated separately for each customer 
account on a daily basis for all Virtual Transactions submitted by the Market Participant for the 
next Operating Day using the following equation: 
 
Virtual Credit Exposure = INC and DEC Exposure + Up-to Congestion Exposure  
Where: 
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a. INC and DEC Exposure for each customer account is calculated as: 
 
 i. ((the total MWh bid or offered, whichever is greater, hourly at each node) x the Nodal 
Reference Price x 1 day) summed over all nodes and all hours; plus (b) ((the difference between 
the total bid MWh cleared and total offered MWh cleared hourly at each node) x Nodal 
Reference Price) summed over all nodes and all hours for the previous cleared Day-ahead 
Energy Market. 
 
b. Up-to Congestion Exposure for each customer account is calculated as: 
 

i. Total MWh bid hourly for each Up-to Congestion Transaction x (price bid – Up-to 
Congestion Reference Price) summed over all Up-to Congestion Transactions and all hours; 
plus (b) Total MWh cleared hourly for each Up-to Congestion Transaction x (cleared price – 
Up-to Congestion Reference Price) summed over all Up-to Congestion Transactions and all 
hours for the previous cleared Day-ahead Energy Market, provided that hours for which the 
calculation for an Up-to Congestion Transaction is negative, it shall be deemed to have a zero 
contribution to the sum. 
 

3. Export Transaction Screening 
 
Export Transactions in the Real-time Energy Market shall be subject to Export Transaction 
Screening.  Export Transaction Screening may be performed either for the duration of the entire 
Export Transaction, or  separately for each time interval comprising an Export Transaction.  PJM 
will deny or curtail all or a portion (based on the relevant time interval) of  an Export Transaction  
if that Export Transaction, or portion thereof, would otherwise cause the Market Participant's 
Export Credit Exposure to exceed its Credit Available for Export Transactions.  Export 
Transaction Screening shall be applied separately for each Operating Day and shall also be 
applied to each Export Transaction one or more times prior to the market clearing process for 
each relevant time interval.  Export Transaction Screening shall not apply to transactions 
established directly by and between PJM and a neighboring Balancing Authority for the purpose 
of maintaining reliability. 
 
A Market Participant’s credit exposure for an individual Export Transaction shall be the MWh 
volume of the Export Transaction for each relevant time interval multiplied by each  relevant 
Export Transaction Price Factor and summed over all relevant time intervals of the Export 
Transaction. 
 

 
 
B. RPM Auction and Price Responsive Demand Credit Requirements 
 
Settlement during any Delivery Year of cleared positions resulting or expected to result from any 
RPM Auction shall be included as appropriate in Peak Market Activity, and the provisions of this 
Attachment Q shall apply to any such activity and obligations arising therefrom.  In addition, the 
provisions of this section shall apply to any entity seeking to participate in any RPM Auction, to 
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address credit risks unique to such auctions.  The provisions of this section also shall apply under 
certain circumstances to PRD Providers that seek to commit Price Responsive Demand pursuant 
to the provisions of the Reliability Assurance Agreement. 
 
Credit requirements described herein for RPM Auctions and RPM bilateral transactions are 
applied separately for each customer account of a Market Participant.  Market Participants 
wishing to participate in an RPM Auction or enter into RPM bilateral transactions must designate 
the appropriate amount of credit to each account in which their offers are submitted.   
 
 
1. Applicability 
 
A Market Participant seeking to submit a Sell Offer in any RPM Auction based on any Capacity 
Resource for which there is a materially increased risk of nonperformance must satisfy the credit 
requirement specified herein before submitting such Sell Offer.  A PRD Provider seeking to 
commit Price Responsive Demand for which there is a materially increased risk of non-
performance must satisfy the credit requirement specified herein before it may commit the Price 
Responsive Demand.  Credit must be maintained until such risk of non-performance is 
substantially eliminated, but may be reduced commensurate with the reduction in such risk, as 
set forth in section IV.B.3.   
 
For purposes of this provision, a resource for which there is a materially increased risk of 
nonperformance shall mean:  (i) a Planned Generation Capacity Resource; (ii) a Planned 
Demand Resource or an Energy Efficiency Resource; (iii) a Qualifying Transmission Upgrade; 
(iv) an existing or Planned Generation Capacity Resource located outside the PJM Region that at 
the time it is submitted in a Sell Offer has not secured firm transmission service to the border of 
the PJM Region sufficient to satisfy the deliverability requirements of the Reliability Assurance 
Agreement; or (v) Price Responsive Demand to the extent the responsible PRD Provider has not 
registered PRD-eligible load at a PRD Substation level to satisfy its Nominal PRD Value 
commitment, in accordance with Schedule 6.1 of the Reliability Assurance Agreement. 
 
2. Reliability Pricing Model Auction and Price Responsive Demand Credit 

Requirement 
 
Except as provided for Credit-Limited Offers below, for any resource specified in section 
IV.B.1, other than Price Responsive Demand, the credit requirement shall be the RPM Auction 
Credit Rate, as provided in section IV.B.4, times the megawatts to be offered for sale from such 
resource in an RPM Auction.  For Qualified Transmission Upgrades, the credit requirements 
shall be based on the Locational Deliverability Area in which such upgrade was to increase the 
Capacity Emergency Transfer Limit.  However, the credit requirement for Planned Financed 
Generation Capacity Resources and Planned External Financed Generation Capacity Resources 
shall be one half of the product of the RPM Auction Credit Rate, as provided in section IV.B.4, 
times the megawatts to be offered for sale from such resource in a Reliability Pricing Model 
Auction.  The RPM Auction Credit Requirement for each Market Participant shall be determined 
on a customer account basis, separately for each customer account of a Market Participant, and 
shall be the sum of the credit requirements for all such resources to be offered by such Market 
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Participant in the auction or, as applicable, cleared by such Market Participant in the relevant 
auctions.  For Price Responsive Demand , the credit requirement shall be based on the Nominal 
PRD Value (stated in Unforced Capacity terms) times the Price Responsive Demand Credit Rate 
as set forth in section IV.B.5. 
 
Except for Credit-Limited Offers, the RPM Auction Credit requirement for a Market Participant 
will be reduced for any Delivery Year to the extent less than all of such Market Participant’s 
offers clear in the Base Residual Auction or any Incremental Auction for such Delivery Year. 
Such reduction shall be proportional to the quantity, in megawatts, that failed to clear in such 
Delivery Year. 
 
A Sell Offer based on a Planned Generation Capacity Resource, Planned Demand Resource, or 
Energy Efficiency Resource may be submitted as a Credit-Limited Offer.  A Market Participant 
electing this option shall specify a maximum amount of Unforced Capacity, in megawatts, and a 
maximum credit requirement, in dollars, applicable to the Sell Offer.  A Credit-Limited Offer 
shall clear the RPM Auction in which it is submitted (to the extent it otherwise would clear based 
on the other offer parameters and the system’s need for the offered capacity) only to the extent of 
the lesser of:  (i) the quantity of Unforced Capacity that is the quotient of the division of the 
specified maximum credit requirement by the Auction Credit Rate resulting from section 
IV.B.4.b.; and (ii) the maximum amount of Unforced Capacity specified in the Sell Offer.  For a 
Market Participant electing this alternative, the RPM Auction Credit requirement applicable prior 
to the posting of results of the auction shall be the maximum credit requirement specified in its 
Credit-Limited Offer, and the RPM Auction Credit requirement subsequent to posting of the 
results will be the Auction Credit Rate, as provided in section IV.B.4.b, c. or d., as applicable, 
times the amount of Unforced Capacity from such Sell Offer that cleared in the auction. The 
availability and operational details of Credit-Limited Offers shall be as described in the PJM 
Manuals. 
 
As set forth in section IV.B.4, a Market Participant's Auction Credit requirement shall be 
determined separately for each Delivery Year. 
 
 
3. Reduction in Credit Requirement 
 
As specified below, the RPM Auction Credit Rate may be reduced under certain circumstances 
after the auction has closed. 
 
The Price Responsive Demand credit requirement shall be reduced as and to the extent the PRD 
Provider registers PRD-eligible load at a PRD Substation level to satisfy its Nominal PRD Value 
commitment, in accordance with Schedule 6.1 of the Reliability Assurance Agreement.   
 
In addition, the RPM Auction Credit requirement for a Market Participant for any given Delivery 
Year shall be reduced periodically, provided the Market Participant successfully meets progress 
milestones that reduce the risk of non-performance, as follows:  
 



 

Page 418 

a. For Planned Demand Resources and Energy Efficiency Resources, the RPM Auction 
Credit requirement will be reduced in direct proportion to the megawatts of such Demand 
Resource that the Resource Provider qualifies as a Capacity Resource, in accordance with the 
procedures established under the Reliability Assurance Agreement. 
 
b. For Existing Generation Capacity Resources located outside the PJM Region that have 
not secured sufficient firm transmission to the border of the PJM Region prior to the auction in 
which such resource is first offered, the RPM Auction Credit requirement shall be reduced in 
direct proportion to the megawatts of firm transmission service secured by the Market Participant 
that qualify such resource under the deliverability requirements of the Reliability Assurance 
Agreement.   
 
c. For Planned Generation Capacity Resources located in the PJM Region, the RPM 
Auction Credit requirement shall be reduced as the Capacity Resource attains the milestones 
stated in the following table and as further described in the PJM Manuals.  
 

Milestones 
Increment of reduction 

from initial RPM Auction 
Credit requirement  

Effective Date of Interconnection Service Agreement 50% 
Financial Close 15% 
Full Notice to Proceed and Commencement of 
Construction (e.g., footers poured) 5% 

Main Power Generating Equipment Delivered 5% 
Commencement of Interconnection Service 25% 
 
To obtain a reduction in its RPM Auction Credit requirement, except for the Interconnection 
Service Agreement and Commencement of Interconnection Service milestones, the Capacity 
Market Seller must submit a sworn, notarized certification of a duly authorized independent 
engineer in a form acceptable to PJM, certifying that the engineer has personal knowledge, or 
has engaged in a diligent inquiry to determine, that the milestone has been achieved and that, 
based on its review of the relevant project information, the independent engineer is not aware of 
any information that could reasonably cause it to believe that the Capacity Resource will not be 
in-service by the beginning of the applicable Delivery Year.  The Capacity Market Seller shall, if 
requested by PJM, supply to PJM on a confidential basis all records and documents relating to 
the independent engineer’s certification.   
 
d. For Planned External Generation Capacity Resources, the RPM Auction Credit 
requirement shall be reduced as the Capacity Resource attains the milestones stated in the 
following table and as further described in the PJM Manuals; provided, however, that the total 
percentage reduction in the RPM Auction Credit requirement shall be no greater than the 
quotient of (a) the MWs of firm transmission service that the Capacity Market Seller has secured 
for the complete transmission path divided by (b) the MWs of firm transmission service required 



 

Page 419 

to  qualify such resource under the deliverability requirements of the Reliability Assurance 
Agreement. 
 

Credit Reduction Milestones for Planned External Generation Capacity Resources 

Milestones 
Increment of reduction from 
initial RPM Auction Credit 

requirement  
Effective Date of the equivalent of an Interconnection 
Service Agreement  50% 

Financial Close  15% 
Full Notice to Proceed and Commencement of 
Construction (e.g., footers poured)  5% 

Main Power Generating Equipment Delivered  5% 
Commencement of Interconnection Service  25% 
 
To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 
demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 
Generation Capacity Resources in subsection (c) above.   
 
e. For Planned Financed Generation Capacity Resources located in the PJM Region, the 
RPM Auction Credit requirement shall be reduced as the Capacity Resource attains the 
milestones stated in the following table and as further described in the PJM Manuals.  
  

Credit Reduction Milestones for Planned Financed Generation Capacity Resources 

Milestones 
Increment of reduction from 
initial RPM Auction Credit 

requirement  
Full Notice to Proceed 50% 
Commencement of Construction (e.g., footers poured) 15% 
Main Power Generating Equipment Delivered 10% 
Commencement of Interconnection Service 25% 
 
To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 
demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 
Generation Capacity Resources in subsection (c) above. 
 
f. For Planned External Financed Generation Capacity Resources, the RPM Credit Auction 
Requirement shall be reduced as the Capacity Resource attains the milestones stated in the 
following table and as further described in the PJM Manuals; provided, however, that the total 
percentage reduction in the RPM Auction Credit requirement, including the initial 50% reduction 
for being a Planned External Financed Generation Capacity Resources, shall be no greater than 
the quotient of (a) the MWs of firm transmission service that the Capacity Market Seller has 
secured for the complete transmission path divided by (b) the MWs of firm transmission service 



 

Page 420 

required to  qualify such resource under the deliverability requirements of the Reliability 
Assurance Agreement.  
 

Credit Reduction Milestones for Planned External Financed Generation Capacity  

Milestones 
Increment of reduction from 
initial RPM Auction Credit 

requirement  
Full Notice to Proceed  50% 
Commencement of Construction (e.g., footers poured)  15% 
Main Power Generating Equipment Delivered  10% 
Commencement of Interconnection Service  25% 
 
To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 
demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 
Generation Capacity Resources in subsection (c) above. 
 
 
g. For Qualifying Transmission Upgrades, the RPM Auction Credit requirement shall be 
reduced to 50% of the amount calculated under section IV.B.2 beginning as of the effective date 
of the latest associated Interconnection Service Agreement (or, when a project will have no such 
agreement, an Upgrade Construction Service Agreement), and shall be reduced to zero on the 
date the Qualifying Transmission Upgrade is placed in service.  In addition, a Qualifying 
Transmission Upgrade will be allowed a reduction in its RPM Auction Credit requirement equal 
to the amount of Collateral currently posted with PJM for the facility construction when the 
Qualifying Transmission Upgrade meets the following requirements:  the Upgrade Construction 
Service Agreement has been fully executed, the full estimated cost to complete as most recently 
determined or updated by PJM has been fully paid or collateralized, and all regulatory and other 
required approvals (except those that must await construction completion) have been obtained.  
Such reduction in RPM Auction Credit requirement may not be transferred across different 
projects. 
 
4. RPM Auction Credit Rate 
 
As set forth in the PJM Manuals, a separate Auction Credit Rate shall be calculated for each 
Delivery Year prior to each RPM Auction for such Delivery Year, as follows: 
 
a.  Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the 
Auction Credit Rate shall be: 
 

(i) For all Capacity Resources other than Capacity Performance Resources,  (the 
greater of (A) 0.3 times the Net Cost of New Entry for the PJM Region for such Delivery Year, 
in MW-day or (B) $20 per MW-day) times the number of days in such Delivery Year; and 
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(ii) For Capacity Performance Resources, the greater of ((A) 0.5 times the Net Cost of 
New Entry for the PJM Region for such Delivery Year or for the Relevant LDA, in MW-day or 
(B) $20 per MW-day) times the number of days in such Delivery Year. 

 
(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the number of days 
in the relevant season. 
 
b. Subsequent to the posting of the results from a Base Residual Auction, the Auction Credit 
Rate used for ongoing credit requirements for supply committed in such auction shall be: 
 

(i) For all Capacity Resources other than Capacity Performance Resources, (the 
greater of (A) $20/MW-day or (B) 0.2 times the Capacity Resource Clearing Price 
in such auction for the Locational Deliverability Area within which the resource is 
located) times the number of days in such Delivery Year; and 
 

(ii) For Capacity Performance Resources, the (greater of [(A) $20/MW-day or (B) 0.2 
times the Capacity Resource Clearing Price in such auction for the Locational 
Deliverability Area within which the resource is located) or (C) the lesser of (i) 
0.5 times the Net Cost of New Entry for the PJM Region for such Delivery Year 
or for the Relevant LDA, in $/MW-day or (ii) 1.5 times the Net Cost of New 
Entry (stated on an installed capacity basis) for the PJM Region for such Delivery 
year or for the Relevant LDA, in $/MW-day minus (the Capacity Resource 
Clearing Price in such auction for the Locational Deliverability Area within which 
the resource is located)] times the number of days in such Delivery Year). 

 
(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the 
number of days in the relevant season. 

 
c. For any resource not previously committed for a Delivery Year that seeks to participate in 
an Incremental Auction, the Auction Credit Rate shall be: 
 

(i) For all Capacity Resources other than Capacity Performance Resources,  (the greater 
of (A) 0.3 times the Net Cost of New Entry for the PJM Region for such Delivery Year, in MW-
day or (B) 0.24 times the Capacity Resource Clearing Price in the Base Residual Auction for 
such Delivery Year for the Locational Deliverability Area within which the resource is located or 
(C) $20 per MW-day) times the number of days in such Delivery Year; and 

 
(ii) For Capacity Performance Resources, the (greater of (A) 0.5 times Net Cost of 

New Entry for the PJM Region for such Delivery year or for the Relevant LDA or (B) $20/MW-
day) times the number of days in such Delivery Year. 
 
d. Subsequent to the posting of the results of an Incremental Auction, the Auction Credit 
Rate used for ongoing credit requirements for supply committed in such auction shall be: 
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(i) For Base Capacity Resources: (the greater of (A) $20/MW-day or (B) 0.2 times 
the Capacity Resource Clearing Price in such auction for the Locational 
Deliverability Area within which the resource is located) times the number of 
days in such Delivery Year, but no greater than the Auction Credit Rate 
previously established for such resource’s participation in such Incremental 
Auction pursuant to subsection (c) above) times the number of days in such 
Delivery Year; and 

 
(ii) For Capacity Performance Resources, the greater of [(A) $20/MW-day or (B) 0.2 

times the Capacity Resource Clearing Price in such auction for the Locational 
Deliverability Area within which the resource is located) or (C) the lesser of (i) 
0.5 times the Net Cost of New Entry for the PJM Region for such Delivery Year 
or for the Relevant LDA, in $/MW-day or (ii) 1.5 times the Net Cost of New 
Entry (stated on an installed capacity basis) for the PJM Region for such Delivery 
Year or for the Relevant LDA, in $/MW-day minus (the Capacity Resource 
Clearing Price in such auction for the Locational Deliverability Area within which 
the resource is located)] times the number of days in such Delivery Year).  

 
(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the 
number of days in the relevant season. 

 
e. For the purposes of this section IV.B.4, “Relevant LDA” means the Locational 
Deliverability Area in which the Capacity Performance Resource is located if a separate Variable 
Resource Requirement Curve has been established for that Locational Deliverability Area for the 
Base Residual Auction for such Delivery Year. 
 
5. Price Responsive Demand Credit Rate 
 
a. Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the 
Price Responsive Demand Credit Rate shall be (the greater of (i) 0.3 times the Net Cost of New 
Entry for the PJM Region for such Delivery Year, in MW-day or (ii) $20 per MW-day) times the 
number of days in such Delivery Year; 
 
b. Subsequent to the posting of the results from a Base Residual Auction, the Price 
Responsive Demand Credit Rate used for ongoing credit requirements for Price Responsive 
Demand registered prior to such auction shall be (the greater of (i) $20/MW-day or (ii) 0.2 times 
the Capacity Resource Clearing Price in such auction for the Locational Deliverability Area 
within which the PRD load is located) times the number of days in such Delivery Year times a 
final price uncertainty factor of 1.05; 
 
c. For any additional Price Responsive Demand that seeks to commit in a Third Incremental 
Auction in response to a qualifying change in the final LDA load forecast, the Price Responsive 
Demand Credit Rate shall be the same as the rate for Price Responsive Demand that had cleared 
in the Base Residual Auction; 
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d. Subsequent to the posting of the results of the Third Incremental Auction, the Price 
Responsive Demand Credit Rate used for ongoing credit requirements for all Price Responsive 
Demand, shall be (the greater of (i) $20/MW-day or (ii) 0.2 times the Final Zonal Capacity Price 
for the Locational Deliverability Area within which the Price Responsive Demand is located) 
times the number of days in such Delivery Year, but no greater than the Price Responsive 
Demand Credit Rate previously established under subsections (a), (b), or (c) of this section for 
such Delivery Year. 
 
6. RPM Seller Credit - Additional Form of Unsecured Credit for RPM 
 
In addition to the forms of credit specified elsewhere in this Attachment Q, RPM Seller Credit 
shall be available to Market  Participants, but solely for purposes of satisfying RPM Auction 
Credit requirements.  If a supplier has a history of being a net seller into PJM Markets, on 
average, over the past 12 months, then PJMSettlement will count as available Unsecured Credit 
twice the average of that Market Participant’s total net monthly PJMSettlement bills over the 
past 12 months.  This RPM Seller Credit shall be subject to the cap on available Unsecured 
Credit as established in section II.D.3.   
 
RPM Seller Credit is calculated as a single value for each Market Participant, not separately by 
account, and must be designated to specific customer accounts in order to be available to satisfy 
RPM Auction Credit requirements that are calculated in each such customer account. 
 
7.  Credit Responsibility for Traded Planned RPM Capacity Resources 
 
PJMSettlement may require that credit and financial responsibility for planned Capacity 
Resources that are traded remain with the original party (which for these purposes, means the 
party bearing credit responsibility for the planned Capacity Resource immediately prior to trade) 
unless the receiving party independently establishes consistent with this Attachment Q, that it has 
sufficient credit with PJMSettlement and agrees by providing written notice to PJMSettlement 
that it will fully assume the credit responsibility associated with the traded planned Capacity 
Resource. 
 
C. Financial Transmission Right Auctions 
 
Credit requirements described herein for FTR activity are applied separately for each customer 
account of a Market Participant.  FTR Participants must designate the appropriate amount of 
credit to each separate customer account in which any activity occurs or will occur. 
 
1. FTR Credit Limit. 
 
Participants must maintain their FTR Credit Limit at a level equal to or greater than their FTR 
Credit Requirement for each applicable account. FTR Credit Limits will be established only by a 
Participants providing Collateral and designating the available credit to specific accounts. 
 
2. FTR Credit Requirement. 
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For each Market Participant with FTR activity, PJMSettlement shall calculate an FTR Credit 
Requirement based on FTR cost less a discounted historical value.  FTR Credit Requirements 
shall be further adjusted by ARR credits available and by an amount based on portfolio 
diversification, if applicable.  The requirement will be based on individual monthly exposures 
which are then used to derive a total requirement. 
 
The FTR Credit Requirement shall be calculated by first adding for each month the FTR 
Monthly Credit Requirement Contribution for each submitted, accepted, and cleared FTR and 
then subtracting the prorated value of any ARRs held by the Market Participant for that month.  
The resulting twelve monthly subtotals represent the expected value of net payments between 
PJMSettlement and the Market Participant for FTR activity each month during the Planning 
Period.  Subject to later adjustment by an amount based on portfolio diversification, if 
applicable, the FTR Credit Requirement shall be the sum of the individual positive monthly 
subtotals, representing months in which net payments to PJMSettlement are expected. 
 
3. Rejection of FTR Bids. 
 
Bids submitted into an auction will be rejected if the Market Participant’s FTR Credit 
Requirement including such submitted bids would exceed the Market Participant’s FTR Credit 
Limit, or if the Market Participant fails to establish additional credit as required pursuant to 
provisions related to portfolio diversification. 
 
4. FTR Credit Collateral Returns. 
 
A Market Participant may request from PJMSettlement the return of any Collateral no longer 
required for the FTR auctions.  PJMSettlement is permitted to limit the frequency of such 
requested Collateral returns, provided that Collateral returns shall be made by PJMSettlement at 
least once per calendar quarter, if requested by a Market Participant. 
 
5. Credit Responsibility for Bilateral Transfers of FTRs. 
 
PJMSettlement may require that credit responsibility associated with an FTR bilaterally 
transferred to a new Market Participant remain with the original party (which for these purposes, 
means the party bearing credit responsibility for the FTR immediately prior to bilateral transfer) 
unless and until the receiving party independently establishes, consistent with this Attachment Q, 
sufficient credit with PJMSettlement and agrees through confirmation of the bilateral transfer in 
PJM’s FTR reporting toolthat it will meet in full the credit requirements associated with the 
transferred FTR. 
 
6. Portfolio Diversification. 
Portfolio diversification shall be calculated, and the appropriate provisions herein applied, 
separately for each customer account of a Market Participant, and separately for each month.   
 
Subsequent to calculating a tentative cleared solution for an FTR auction (or auction round), 
PJM shall determine the FTR Portfolio Auction Value for each customer account of a Market 
Participant, including the tentative cleared solution.  Any customer accounts with such FTR 
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Portfolio Auction Values that are negative in one or more months shall be deemed “FTR Flow 
Undiversified”. 
 
For customer accounts that are FTR Flow Undiversified in a month, PJMSettlement shall 
increment the FTR Credit Requirement by an amount equal to three times the absolute value of 
the FTR Portfolio Auction Value in that month, including the tentative cleared solution.  For 
portfolios that are FTR Flow Undiversified in months subsequent to the current planning year, 
these incremental amounts, calculated on a monthly basis, shall be reduced (but not below zero) 
by an amount up to 25% of the monthly value of ARR credits that are held by a Market 
Participant. Subsequent to the ARR allocation process preceding an annual FTR auction, such 
ARRs credits shall be reduced to zero for months associated with that ARR allocation process.  
PJMSettlement may recalculate such ARR credits at any time, but at a minimum shall do so 
subsequent to each annual FTR auction.  If a reduction in such ARR credits at any time increases  
a Market Participant’s FTR Credit Requirements beyond its credit available for FTR activity, the 
Market Participant must increase its credit to eliminate the shortfall in the applicable customer 
account(s). 
 
If the FTR Credit Requirement for any Market Participant’s customer account exceeds its credit 
available for FTRs as a result of these diversification requirements for the tentatively cleared 
portfolio of FTRs, PJMSettlement shall immediately issue a demand for additional credit, and 
such demand must be fulfilled before 4:00 p.m. on the Business Day following the demand.  If 
any Market Participant does not timely satisfy such demand, PJMSettlement, in coordination 
with PJM, shall cause the removal of that Market Participant's entire set of bids in that account 
for that FTR auction (or auction round) and a new cleared solution shall be calculated for the 
entire auction (or auction round).   
 
If necessary, PJM shall repeat the auction clearing calculation.  PJM shall repeat these portfolio 
diversification calculations subsequent to any such secondary clearing calculation, and 
PJMSettlement shall require affected Market Participants to establish additional credit.  
 
7. FTR Administrative Charge Credit Requirement 
 
In addition to any other credit requirements, PJMSettlement may apply a credit requirement to 
cover the maximum administrative fees that may be charged to a Market Participant for its bids 
and offers. 
 
8. Long-Term FTR Credit Recalculation 
 
Long-term FTR Credit Requirement calculations shall be updated annually for known history, 
consistent with updating of historical values used for FTR Credit Requirement calculations in the 
annual auctions. 

 
 
V. GENERAL OBLIGATIONS 
 
A. Peak Market Activity Credit Requirement 
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PJM shall calculate a Peak Market Activity credit requirement for each Participant.  Each 
Participant must maintain sufficient Unsecured Credit Allowance and/or Collateral, as 
applicable, and subject to the provisions herein, to satisfy its Peak Market Activity credit 
requirement. 
 
Peak Market Activity for Participants will be determined semi-annually, utilizing an initial Peak 
Market Activity, as explained below, calculated after the first complete billing week in the 
months of April and October.  Peak Market Activity shall be the greater of the initial Peak 
Market Activity, or the greatest amount invoiced for the Participant’s transaction activity for all 
PJM Markets and services in any rolling one, two, or three week period, ending within a 
respective semi-annual period.  However, Peak Market Activity shall not exceed the greatest 
amount invoiced for the Participant’s transaction activity for all PJM Markets and services in any 
rolling one, two or three week period in the prior 52 weeks.  
 
Peak Market Activity shall exclude FTR Net Activity, Virtual Transactions Net Activity, and 
Export Transactions Net Activity. 
 
The initial Peak Market Activity for Applicants will be determined by PJMSettlement based on a 
review of an estimate of their transactional activity for all PJM Markets and services over the 
next 52 weeks, which the Applicant shall provide to PJMSettlement.   
 
The initial Peak Market Activity for Market Participants and Transmission Customers, calculated 
at the beginning of each semi-annual period, shall be the three-week average of all non-zero 
invoice totals over the previous 52 weeks. This calculation shall be performed and applied within 
three Business Days following the day the invoice is issued for the first full billing week in the 
current semi-annual period.  
 
Prepayments shall not affect Peak Market Activity unless otherwise agreed to in writing pursuant 
to this Attachment Q. 
 
Peak Market Activity calculations shall take into account reductions of invoice values 
effectuated by early payments which are applied to reduce a Participant’s Peak Market Activity 
as contemplated by other terms of this Attachment Q; provided that the initial Peak Market 
Activity shall not be less than the average value calculated using the weeks for which no early 
payment was made.  
 
A Participant may reduce its Collateral requirement by agreeing in writing (in a form acceptable 
to PJMSettlement) to make additional payments, including prepayments, as and when necessary 
to ensure that such Participant’s Total Net Obligation at no time exceeds such reduced Collateral 
requirement. 
 
PJMSettlement may, at its discretion, adjust a Participant’s Peak Market Activity requirement if 
PJMSettlement determines that the Peak Market Activity is not representative of such 
Participant’s expected activity, as a consequence of known, measurable, and sustained changes.  
Such changes may include the loss (without replacement) of short-term load contracts, when 
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such contracts had terms of three months or more and were acquired through state-sponsored 
retail load programs, but shall not include short-term buying and selling activities. 
 
PJMSettlement may waive the credit requirements for a Participant that has no outstanding 
transactions and agrees in writing that it shall not, after the date of such agreement, incur 
obligations under any of the Agreements.  Such entity’s access to all electronic transaction 
systems administered by PJM shall be terminated. 
 
A Participant receiving unsecured credit may make early payments up to ten times in a rolling 
52-week period in order to reduce its Peak Market Activity for credit requirement purposes.  
Imputed Peak Market Activity reductions for credit purposes will be applied to the billing period 
for which the payment was received.  Payments used as the basis for such reductions must be 
received prior to issuance or posting of the invoice for the relevant billing period.  The imputed 
Peak Market Activity reduction attributed to any payment may not exceed the amount of 
Unsecured Credit for which the Participant is eligible. 
 
B. Working Credit Limit 
 
PJMSettlement will establish a Working Credit Limit for each Participant against which its Total 
Net Obligation will be monitored.  The Working Credit Limit is defined as 75% of the   
Collateral provided to PJMSettlement and/or 75% of the Unsecured Credit Allowance 
determined by PJMSettlement, as reduced by any applicable credit requirement determinants 
defined in this Attachment Q.  A Participant’s Total Net Obligation should not exceed its 
Working Credit Limit.  
 
Example: After a credit evaluation by PJMSettlement, a Participant that has satisfied the 
Minimum Participation Requirements with audited financials demonstrating a Tangible Net 
Worth greater than $1,000,000 is allowed an Unsecured Credit Allowance of $10.0 million.  The 
Participant will be assigned a Working Credit Limit of $7.5 million.  
 
If a Participant’s Total Net Obligation approaches its Working Credit Limit, PJMSettlement may 
require the Participant to make an advance payment or increase its Collateral in order to maintain 
its Total Net Obligation below its Working Credit Limit.  Except as explicitly provided herein, 
advance payments shall not serve to reduce the Participant’s Peak Market Activity for the 
purpose of calculating credit requirements. 

Example:  After 10 days, and with 5 days remaining before the bill is due to be paid, a 
Participant approaches its $4.0 million Working Credit Limit.  PJMSettlement may 
require a prepayment of $2.0 million in order that the Total Net Obligation will not 
exceed the Working Credit Limit.   

If a Participant exceeds its Working Credit Limit or is required to make advance payments more 
than ten times during a 52-week period, PJMSettlement may require Collateral in an amount as 
may be deemed reasonably necessary to support its Total Net Obligation. 

 
VI. CREDIT BREACH AND EVENTS OF DEFAULT 
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If PJMSettlement determines that a Participant is in Credit Breach of its requirements, including 
payment requirements, PJMSettlement may issue to the Participant a breach notice or Collateral 
Call.  A Participant will have two Business Days from notification of Credit Breach or issuance 
of a Collateral Call to remedy the Credit Breach or satisfy the Collateral Call in a manner 
deemed acceptable by PJMSettlement.  Failure to remedy the Credit Breach or satisfy such 
Collateral Call within such two Business Days will be considered an event of default.  If a 
Participant fails to meet the requirements of this Attachment Q but then remedies the Credit 
Breach or satisfies a Collateral Call within the two Business Day cure period, then the Participant 
shall be deemed to have complied with this Attachment Q. Any such two Business Day cure 
period will expire at 4:00 p.m. eastern prevailing time on the final day. 
 
Only one cure period shall apply to a single event giving rise to a Credit Breach or Credit Breach 
default. Application of Collateral towards a non-payment shall not be considered a satisfactory 
cure of such Credit Breach if the Participant fails to meet all requirements of this Attachment Q 
after such application. 
 
Failure to comply with this Attachment Q (except for the responsibility of a Participant to notify 
PJMSettlement of a material change) shall be considered an event of default.  Pursuant to section 
15.1.3(a) of the Operating Agreement and section I.7.3 of the PJM Tariff, non-compliance with 
this Attachment Q is an event of default under those respective Agreements.  In event of default 
under this Attachment Q or one or more of the Agreements, PJMSettlement, in coordination with 
PJM, will take such actions as may be required or permitted under the Agreements, including but 
not limited to the termination of the Participant’s ongoing Transmission Service and participation 
in PJM Markets.  PJMSettlement has the right to liquidate all or a portion of a Participant’s 
Collateral at its discretion to satisfy Total Net Obligations to PJMSettlement in the event of 
default under this Attachment Q or one or more of the Agreements. 
 
In event of breach or default by a Participant of any requirements of this Attachment Q, 
PJMSettlement may exercise any remedy or action allowed or prescribed by this Attachment Q 
immediately upon identification of the Breach or following a reasonable time after identification 
in order to properly investigate and to orderly exercise such remedy or action.  Delay in 
exercising any allowed or prescribed remedy or action shall not preclude PJMSettlement from 
exercising such remedy or action at a later time. 
 
PJMSettlement may hold a defaulting Participant’s Collateral for as long as such party’s 
positions exist and consistent with this Attachment Q, in order to protect PJM’s membership 
from default. 
 
No payments shall be due to a Participant, nor shall any payments be made to a Participant, 
while the Participant is in default or has been declared in Credit Breach of this Attachment Q or 
the Agreements, or while a Collateral Call is outstanding.  PJMSettlement may apply towards an 
ongoing default any amounts that are held or later become available or due to the defaulting 
Participant through PJM's markets and systems.  
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In order to cover Obligations, PJMSettlement may hold a Participant's Collateral through the end 
of the billing period which includes the 90th day following the last day a Participant had activity, 
open positions, or accruing obligations (other than reconciliations and true-ups), and until such 
Participant has satisfactorily paid any obligations invoiced through such period.  Obligations 
incurred or accrued through such period shall survive any withdrawal from PJM.  In event of 
non-payment by a Participant, PJMSettlement may apply any Collateral to such Participant's 
Obligations, even if Participant had previously announced and effected its withdrawal from PJM. 
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PJM MINIMUM PARTICIPATION CRITERIA  
OFFICER CERTIFICATION FORM 

 
 
 
 
 
I, ______________________________________________, a duly authorized officer of 
Participant, understanding that PJM Interconnection, L.L.C. and PJMSettlement, Inc. 
(“PJMSettlement”) are relying on this certification as evidence that Participant meets the 
minimum requirements set forth in Attachment Q to the PJM Open Access Transmission Tariff 
("PJM Tariff"), hereby certify that I have full authority to represent on behalf of Participant and 
further represent as follows, as evidenced by my initialing each representation in the space 
provided below:  
 

1.  All employees or agents transacting in markets or services provided pursuant to the PJM 
Tariff or PJM Amended and Restated Operating Agreement (“PJM Operating 
Agreement”) on behalf of the Participant have received appropriate1 training and are 
authorized to transact on behalf of Participant._________ 
 

2. Participant has written risk management policies, procedures, and controls, approved by 
Participant’s independent risk management function2 and applicable to transactions in the 
PJM Markets in which it participates and for which employees or agents transacting in 
markets or services provided pursuant to the PJM Tariff or PJM Operating Agreement 
have been trained, that provide an appropriate, comprehensive risk management 
framework that, at a minimum, clearly identifies and documents the range of risks to 
which Participant is exposed, including, but not limited to credit risks, liquidity risks and 
market risks.__________   

 
3. An FTR Participant must make either the following 3.a. or 3.b. additional representations, 

evidenced by the undersigned officer initialing either the one 3.a. representation or the six 
3.b. representations in the spaces provided below:  

 
3.a.  Participant transacts in PJM’s FTR markets with the sole intent to hedge 

congestion risk in connection with either obligations Participant has to serve load 
or rights Participant has to generate electricity in the PJM Region (“physical  

 
__________ 
1 As used in this representation, the term “appropriate” as used with respect to training means training that is (i) 
comparable to generally accepted practices in the energy trading industry, and (ii) commensurate and proportional in 
sophistication, scope and frequency to the volume of transactions and the nature and extent of the risk taken by the 
participant.   
2 As used in this representation, a Participant’s “independent risk management function” can include appropriate 
corporate persons or bodies that are independent of the Participant’s trading functions, such as a risk management 
committee, a risk officer, a Participant’s board or board committee, or a board or committee of the Participant’s 
parent company. 
 

Participant Name: ____________________________________________ ("Participant") 
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transactions”) and monitors all of the Participant’s FTR market activity to 
endeavor to ensure that its FTR positions, considering both the size and pathways 
of the positions, are either generally proportionate to or generally do not exceed 
the Participant’s physical transactions, and remain generally consistent with the 
Participant’s intention to hedge its physical transactions.__________ 

 
3.b. On no less than a weekly basis, Participant values its FTR positions and engages 

in a probabilistic assessment of the hypothetical risk of such positions using 
analytically based methodologies, predicated on the use of industry accepted 
valuation methodologies.__________ 

 
Such valuation and risk assessment functions are performed either by persons 
within Participant’s organization independent from those trading in PJM’s FTR 
markets or by an outside firm qualified and with expertise in this area of risk 
management.__________  
 
Having valued its FTR positions and quantified their hypothetical risks, 
Participant applies its written policies, procedures and controls to limit its risks 
using industry recognized practices, such as value-at-risk limitations, 
concentration limits, or other controls designed to prevent Participant from 
purposefully or unintentionally taking on risk that is not commensurate or 
proportional to Participant’s financial capability to manage such risk.__________ 
 
Exceptions to Participant’s written risk policies, procedures and controls 
applicable to Participant’s FTR positions are documented and explain a reasoned 
basis for the granting of any exception.__________    
 
Participant has provided to PJMSettlement, in accordance with section I.B of 
Attachment Q to the PJM Tariff, a copy of its current governing risk management 
policies, procedures and controls applicable to its FTR trading 
activities.__________    

 
 If the risk management policies, procedures and controls applicable to 

Participant’s FTR trading activities submitted to PJMSettlement were submitted 
prior to the current certification, Participant certifies that no substantive changes 
have been made to such policies, procedures and controls applicable to its FTR 
trading activities since such submission.__________ 

 
4. Participant has appropriate personnel resources, operating procedures and technical 

abilities to promptly and effectively respond to all PJM communications and 
directions.__________ 
 

5. Participant has demonstrated compliance with the Minimum Capitalization criteria set 
forth in Attachment Q of the PJM Open Access Transmission Tariff that are applicable to 
the PJM Market(s) in which Participant transacts, and is not aware of any change having 
occurred or being imminent that would invalidate such compliance.__________ 
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6. All Participants must certify and initial in at least one of the four sections below: 

 
a. I certify that Participant qualifies as an “appropriate person” as that term is defined 

under section 4(c)(3), or successor provision, of the Commodity Exchange Act or an 
“eligible contract participant” as that term is defined under section 1a(18), or 
successor provision, of the Commodity Exchange Act.  I certify that Participant will 
cease transacting in PJM’s Markets and notify PJMSettlement immediately if 
Participant no longer qualifies as an “appropriate person” or “eligible contract 
participant.”__________ 

 
If providing financial statements to support Participant’s certification of qualification 
as an “appropriate person:” 

 
I certify, to the best of my knowledge and belief, that the financial statements 
provided to PJMSettlement present fairly, pursuant to such disclosures in such 
financial statements, the financial position of Participant as of the date of those 
financial statements.  Further, I certify that Participant continues to maintain the 
minimum $1 million total net worth and/or $5 million total asset levels reflected 
in these financial statements as of the date of this certification.  I acknowledge 
that both PJM and PJMSettlement are relying upon my certification to maintain 
compliance with federal regulatory requirements.__________ 
 

If providing financial statements to support Participant’s certification of qualification 
as an “eligible contract participant:” 
 

I certify, to the best of my knowledge and belief, that the financial statements 
provided to PJMSettlement present fairly, pursuant to such disclosures in such 
financial statements, the financial position of Participant as of the date of those 
financial statements.  Further, I certify that Participant continues to maintain the 
minimum $1 million total net worth and/or $10 million total asset levels reflected 
in these financial statements as of the date of this certification.  I acknowledge 
that both PJM and PJMSettlement are relying upon my certification to maintain 
compliance with federal regulatory requirements.__________ 
 

b. I certify that Participant has provided an unlimited Corporate Guaranty in a form 
acceptable to PJM as described in section II.C of Attachment Q from an issuer that 
has at least $1 million of total net worth or $5 million of total assets per Participant 
for which the issuer has issued an unlimited Corporate Guaranty.  I certify that 
Participant will cease transacting PJM’s Markets and notify PJMSettlement 
immediately if issuer of the unlimited Corporate Guaranty for Participant no longer 
has at least $1 million of total net worth or $5 million of total assets per Participant 
for which the issuer has issued an unlimited Corporate Guaranty.__________ 

 
I certify that the issuer of the unlimited Corporate Guaranty to Participant continues 
to have at least $1 million of total net worth or $5 million of total assets per 
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Participant for which the issuer has issued an unlimited Corporate Guaranty.  I 
acknowledge that PJM and PJMSettlement are relying upon my certifications to 
maintain compliance with federal regulatory requirements.__________ 
 

c. I certify that Participant fulfills the eligibility requirements of the Commodity Futures 
Trading Commission exemption order (78 F.R. 19880 – April 2, 2013) by being in 
the business of at least one of the following in the PJM Region as indicated below 
(initial those applicable): 

 
1. Generating electric energy, including Participants that resell physical energy 

acquired from an entity generating electric energy:__________ 
 

2. Transmitting electric energy:__________ 
 

3. Distributing electric energy delivered under Point-to-Point or Network 
Integration Transmission Service, including scheduled import, export and 
wheel through transactions:__________ 
 

4. Other electric energy services that are necessary to support the reliable 
operation of the transmission system:__________ 

 
Description only if c(4) is initialed: 
 
______________________________________________________________ 

 
Further, I certify that Participant will cease transacting in the PJM Markets and notify 
PJMSettlement immediately if Participant no longer performs at least one of the 
functions noted above in the PJM Region.  I acknowledge that PJM and 
PJMSettlement are relying on my certification to maintain compliance with federal 
energy regulatory requirements.__________ 

 
d. I certify that Participant has provided a letter of credit of $5 million or more to 

PJMSettlement in a form acceptable to PJMSettlement as described in section III.B of 
Attachment Q that the Participant acknowledges cannot be utilized to meet its credit 
requirements to PJMSettlement.  I acknowledge that PJM and PJMSettlement are 
relying on the provision of this letter of credit and my certification to maintain 
compliance with federal regulatory requirements.__________ 

 
7. I acknowledge that I have read and understood the provisions of Attachment Q of the 

PJM Tariff applicable to Participant's business in the PJM Markets, including those 
provisions describing PJM’s minimum participation requirements and the enforcement 
actions available to PJMSettlement of a Participant not satisfying those requirements.  I 
acknowledge that the information provided herein is true and accurate to the best of my 
belief and knowledge after due investigation.  In addition, by signing this certification, I 
acknowledge the potential consequences of making incomplete or false statements in this 
Certification.__________ 
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Date: ____________________________  __________________________________ 
         (Signature) 
 
     Print Name: __________________________________ 
     Title:  __________________________________ 
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5.5A Capacity Resource Types 
 
(a) Capacity Performance Resources 
 
Capacity Performance Resources are Capacity Resources which, to the extent such resources 
cleared in a Reliability Pricing Model Auction or are otherwise committed as a Capacity 
Resource, are obligated to deliver energy during the relevant Delivery Year as scheduled and/or 
dispatched by the Office of Interconnection during the Performance Assessment Hours.  As 
further detailed in Section 10A of this Attachment, Capacity Performance Resources that fail to 
meet this obligation will be subject to a Non-Performance Charge, unless excused pursuant to 
Section 10A(d) of this Attachment.  Subject to 5.5A(a)(i), the following types of Capacity 
Resources are eligible to submit a Sell Offer as a Capacity Performance Resource: internal or 
external Generation Capacity Resources; Annual Demand Resources; Capacity Storage 
Resources; Annual Energy Efficiency Resources; and Qualifying Transmission Upgrades.  To 
the extent the underlying Capacity Resource is an external Generation Capacity Resource, such 
resource must meet, to the extent subsection (b) or (c) of this section is applicable to offers from 
such resource, meet the applicable requirements of such subsection, and if neither subsection (b) 
or (c) is applicable, then offers from such resource must the criteria for obtaining an exception to 
the Capacity Import Limit as contained in article 1 of the Reliability Assurance Agreement. 
 

(i) Process for Support and Review of Capacity Performance Resource Offers    
 

A. The Capacity Market Seller shall provide to the Office of the 
Interconnection and the Market Monitoring Unit, upon their request, all supporting data 
and information requested by either the Office of the Interconnection or the Market 
Monitoring Unit to evaluate whether the underlying Capacity Resource can meet the 
operational and performance requirements of Capacity Performance Resources.  The 
Capacity Market Seller shall have an ongoing obligation through the closing of the offer 
period for the RPM Auction to update the request to reflect any material changes. 

 
B. The Office of the Interconnection and the Market Monitoring Unit shall 

review any requested supporting data and information, and the Office of the 
Interconnection, considering advice and recommendation from the Market Monitoring 
Unit, shall reject a request for a resource to offer as a Capacity Performance Resource if 
the Capacity Market Seller does not demonstrate that it can reasonably be expected to 
meet its Capacity Performance obligations consistent with the resource’s offer by the 
relevant Delivery Year.  The Office of Interconnection shall provide its determination to 
reject eligibility of the resource as a Capacity Performance Resource, and notify the 
Market Monitoring Unit, by no later than sixty-five (65) days prior to the date on which 
the offer period for the applicable RPM Auction commences.  A Capacity Market Seller 
that is dissatisfied with any determination hereunder may seek any remedies available to 
it from FERC; provided, however, that the Office of the Interconnection will proceed 
with administration of the Tariff and market rules unless and until ordered to do 
otherwise by FERC.  

 
(b) Offers from External Generation Capacity Resources for the 2020/2021 Delivery Year 
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and Subsequent Delivery Years—General Rule 
 
For the 2020/2021 Delivery Year and any subsequent Delivery Year and for Capacity 
Performance Resource Sell Offers in any RPM Auction conducted for the 2018/2019 Delivery 
Year or 2019/2020 Delivery Year after May 9, 2017, unless excepted pursuant to subsection (c) 
below, a Capacity Market Seller may submit a Sell Offer for an external Generation Capacity 
Resource in an RPM Auction if the Capacity Market Seller demonstrates to PJM, by no later 
than five (5) business days prior to the commencement of the offer period for the relevant RPM 
Auction, that such resource meets all of the following requirements: 

(i)  The Capacity Market Seller has obtained a determination that the Pseudo-Tie 
required for its external Generation Capacity Resource is feasible, including (without limitation) 
that such Pseudo-Tie meets the following requirements: 

 
(A) meets the Electrical Distance requirements established in the PJM Manuals 

for Pseudo-Ties; 
 
(B) at least one generation resource that has a historic economic minimum offer 

lower than its historic economic maximum offer, located inside the metered boundaries of 
the PJM Region, has a minimum flow distribution impact at the level specified in the PJM 
Manuals on each eligible coordinated flowgate resulting from such Pseudo-Tie;  

 
(C) each external  entity with which PJM may be required to coordinate flowgates 

under an agreed congestion management process maintains a network model that 
produces results for such flowgates that are within two percent of the results produced by 
the PJM network model for such flowgates;   

 
(D) the Capacity Market Seller has secured written acknowledgement from the 

external Balancing Authority Areas that such Pseudo-Tie does not require tagging and 
that firm allocations associated with any coordinated flowgates applicable to the external 
Generation Capacity Resource under any agreed congestion management process then in 
effect between PJM and such Balancing Authority Area will be allocated to PJM.  

 
and the Capacity Market Seller has committed in writing that it will take all steps necessary to 
implement such Pseudo-Tie prior to the start of the relevant Delivery Year; 

 
(ii)  it has, for transmission outside PJM, obtained long-term firm point-to-point 

transmission service (evaluated for deliverability from the unit-specific physical location of the 
resource to PJM load pursuant to a study that is reviewed and approved by PJM in accordance 
with PJM deliverability criteria to ensure uniformity for internal and external resource 
deliverability requirements), with rollover rights for the term of the transmission service that is 
confirmed by the Balancing Authority for the Balancing Authority Area where such resource is 
geographically located; and, as to transmission within PJM, has obtained Network External 
Designated Transmission Service; and 

 
(iii) it is, by written commitment of the Capacity Market Seller, subject to the same 

obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff, 
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Attachment DD, section 6.6 to offer their capacity into RPM Auctions. 
 

A Capacity Market Seller that satisfies the above requirements with respect to an external 
Generation Capacity Resource Sell Offer submitted in an RPM Auction for a Delivery Year shall 
be required to demonstrate satisfaction of such requirements for any Sell Offer with respect to 
such resource submitted in an RPM Auction for any subsequent Delivery Year, including, 
without limitation, demonstration that the required external transmission service continues to 
satisfy PJM’s deliverability standards. 
 
(c) Offers from external Generation Capacity Resources for the 2020/2021 Delivery Year 
and Subsequent Delivery Years—Exception. 
 
A Capacity Market Seller of a Prior CIL Exception External Resource may continue to submit 
Sell Offers for such resource for any RPM Auction for any Delivery Year up to and including the 
2021/2022 Delivery Year (or, solely for any such resource that is (1) owned by a Load Serving 
Entity and used to self-supply (under arrangements initiated before June 1, 2016, with a duration 
of at least ten years) such entity’s PJM Region load or (2) the subject of a contract for energy or 
capacity or equivalent written agreement entered into on or before June 1, 2016 for a term of ten 
years or longer with a purchaser that is an internal PJM load customer, for any Delivery Year 
during the life of such resource for subparagraph (1) or for the term of the agreement under 
subparagraph (2)) so long as it continues to comply with all conditions on the grant of its 
exception to the Capacity Import Limit, subject to the following additional conditions:  
 

(i) for any Delivery Year, beginning with the 2017/2018 Delivery Year, for 
which such Prior CIL Exception External Resource has cleared an RPM Auction, PJM 
may in its sole judgment determine that the resource is not Operationally Deliverable for 
such Delivery Year because it does not satisfy the requirements of subsection (b).  If PJM 
determines a Prior CIL Exception External Resource is not Operationally Deliverable for 
a Delivery Year, it must notify the Capacity Market Seller of its determination by no later 
than October 1 immediately preceding such Delivery Year.  After receiving such notice, 
the Capacity Market Seller may elect to: 

 
 (A) take the necessary actions to make the Prior CIL Exception External 

Resource Operationally Deliverable, in PJM’s sole judgment, prior to the 
beginning of such Delivery Year, provided that PJM will, if transmission 
upgrades are required to make such resource Operationally Deliverable, 
facilitate the performance of transmission studies and otherwise cooperate with 
the external  Transmission Provider of the system on which such upgrades are 
required to identify the upgrades required to meet PJM’s deliverability standards;  

 
 
(B) be relieved of its capacity obligation for such Delivery Year, with no 

entitlement to any capacity revenues based on such resource, with no requirement 
to seek replacement for such capacity for such Delivery Year, with no penalty for 
non-performance or lack of commitment for such Delivery Year, and with no 
further must-offer obligation that would otherwise arise solely from clearing such 
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capacity for such Delivery Year; or 
 
(C) procure, by purchase or otherwise, replacement in a sufficient 

quantity to replace the capacity that would have been provided by the Prior CIL 
Exception External Resource but for PJM’s determination that such resource is 
not Operationally Deliverable.  

 
(ii) Such Capacity Market Seller’s continued ability to offer such resource 

under this exception is conditioned on external Transmission Providers continuing to 
honor the firm status of the Capacity Market Seller’s transmission service for all 
Delivery Years for which such seller offers such resource under the exceptions provided 
in this subsection (c). 

 
(iii) A Capacity Market Seller offering and clearing a Prior CIL Exception 

External Resource pursuant to this subsection (c) shall be relieved of its must-offer 
obligation that would otherwise arise solely from clearing such capacity.  Such relief of 
the must-offer obligation shall be for any Delivery Year after the last Delivery Year for 
which it is permitted to offer such resource under this subsection (c). 

 
(d) Base Capacity Resources 
 
For the 2018/2019 and 2019/2020 Delivery Years, following types of Capacity Resources 
eligible to submit a Sell Offer as a Base Capacity Resource: Generation Capacity Resources, 
Capacity Storage Resources, Annual Demand Resources, Base Capacity Demand Resources, and 
Base Capacity Energy Efficiency Resources.  Each resource that clears a RPM Auction as a Base 
Capacity Resource must provide energy output to PJM if called during Performance Assessment 
Hours occurring in the calendar months of June through September, including any necessary 
recall of such capacity and energy from service to areas outside the PJM Region. As further 
detailed in Section 10A of this Attachment, Base Capacity Resources that fail to meet this 
obligation will be subject to a Non-Performance Charge, unless excused pursuant to Section 
10A(d) of this section.   
 
(e) Seasonal Capacity Performance Resource 

For the 2020/2021 Delivery Year and subsequent Delivery Years, a Seasonal Capacity 
Performance Resource shall mean a Summer-Period Capacity Performance Resource or Winter-
Period Capacity Performance Resource, as defined below.  
 

i) Summer-Period Capacity Performance Resource 

For the 2020/2021 Delivery Year and subsequent Delivery Years, the following types of 
Capacity Resources are eligible to submit a Sell Offer as a Summer-Period Capacity 
Performance Resource: Summer Period Demand Resource, Summer-Period Energy 
Efficiency Resource, and Capacity Storage Resource, Intermittent Resource, or 
Environmentally-Limited Resource that has an average expected energy output during 
summer peak-hour periods consistently and measurably greater than its average expected 
energy output during winter peakhour periods.  To the extent such resource clears an 
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RPM Auction or is otherwise committed as a Summer-Period Capacity Performance 
Resource, it is obligated to deliver energy as scheduled and/or dispatched by the Office of 
Interconnection during Performance Assessment Hours occurring in the calendar months 
of June through October and the following May of the Delivery Year, and must satisfy 
the requirements of a Capacity Performance Resource for such period of time. As further 
detailed in section 10A of this Attachment, Summer-Period Capacity Performance 
Resources that fail to meet this obligation will be subject to a Non-Performance Charge, 
unless excused pursuant to section 10A(d) of this Attachment.   
 
ii) Winter-Period Capacity Performance Resource 
 
For the 2020/2021 Delivery Year and subsequent Delivery Years, the following types of 
Capacity Resources are eligible to submit a Sell Offer as a Winter-Period Capacity 
Performance Resource: Capacity Storage Resource, Intermittent Resource, and 
Environmentally-Limited Resource that has an average expected energy output during 
winter peak-hour periods consistently and measurably greater than its average expected 
energy output during summer peak-hour periods.  To the extent such resource clears an 
RPM Auction or is otherwise committed as a Winter-Period Capacity Performance 
Resource, it is obligated to deliver energy as scheduled and/or dispatched by the Office of 
Interconnection during Performance Assessment Hours occurring in the calendar months 
of November through April of the Delivery Year, and must satisfy the requirements of a 
Capacity Performance Resource for such period of time.  As further detailed in section 
10A of this Attachment, Winter-Period Capacity Performance Resources that fail to meet 
this obligation will be subject to a Non-Performance Charge, unless excused pursuant to 
section 10A(d) of this Attachment.  
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5.11 Posting of Information Relevant to the RPM Auctions 
 
 a) In accordance with the schedule provided in the PJM Manuals, PJM will post the 
following information for a Delivery Year prior to conducting the Base Residual Auction for 
such Delivery Year: 

 
i) The Preliminary PJM Region Peak Load Forecast (for the PJM Region, 

and allocated to each Zone); 
 

ii) The PJM Region Installed Reserve Margin, the Pool-wide average 
EFORd, the Forecast Pool Requirement, and all applicable Capacity Import Limits; 

 
iii) For the Delivery Years through May 31, 2018, the Demand Resource 

Factor; 
 
iv) The PJM Region Reliability Requirement, and the Variable Resource 

Requirement Curve for the PJM Region, including the details of any adjustments to account for 
Price Responsive Demand and any associated PRD Reservation Prices; 

 
v) The Locational Deliverability Area Reliability Requirement and the 

Variable Resource Requirement Curve for each Locational Deliverability Area for which a 
separate Variable Resource Requirement Curve has been established for such Base Residual 
Auction, including the details of any adjustments to account for Price Responsive Demand and 
any associated PRD Reservation Prices, and the CETO and CETL values for all Locational 
Deliverability Areas; 

 
vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the 

Minimum Annual Resource Requirement and the Minimum Extended Summer Resource 
Requirement for the PJM Region and for each Locational Deliverability Area for which PJM is 
required under section 5.10(a) of this Attachment DD to establish a separate VRR Curve for such 
Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and the 
Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability 
Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a 
separate VRR Curve for such Delivery Year.  For the 2018/2019 and 2019/2020 Delivery Years, 
the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints 
and the Base Capacity Resource Constraints for the PJM Region and for each Locational 
Deliverability Area for which the Office of the Interconnection is required under section 5.10(a) 
of this Attachment DD to establish a separate VRR Curve for such Delivery Year; 

 
vii) Any Transmission Upgrades that are expected to be in service for such 

Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies 
the project development milestones set forth in section 5.11A; 

 
viii) The bidding window time schedule for each auction to be conducted for 

such Delivery Year; and 
 



 

Page 442 

ix) The Net Energy and Ancillary Services Revenue Offset values for the 
PJM Region for use in the Variable Resource Requirement Curves for the PJM Region and each 
Locational Deliverability Area for which a separate Variable Resource Requirement Curve has 
been established for such Base Residual Auction. 

 
 b) In addition to the information required to be posted by subsection (a), PJM will 
post for a Delivery Year, at least sixty (60) days prior to conducting the Base Residual Auction 
for such Delivery Year, the aggregate megawatt quantity of, for the PJM Region, all Self-Supply 
Exemption requests under section 5.14(h), all Competitive Entry Exemption requests under 
section 5.14(h), and such exemptions granted in each such category, and to the extent PJM has 
made any such determination, notice that PJM has determined that one or more state-sponsored 
or state-mandated procurement processes is Competitive and Non-Discriminatory pursuant to 
section 5.14(h). 
 
 c) The information listed in (a) will be posted and applicable for the First, Second, 
Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent 
updated or adjusted as required by other provisions of this Tariff.   
 
 d) In accordance with the schedule provided in the PJM Manuals, PJM will post the 
Final PJM Region Peak Load Forecast and the allocation to each zone of the obligation resulting 
from such final forecast, following the completion of the final Incremental Auction (including 
any Conditional Incremental Auction) conducted for such Delivery Year;  
 
 e) In accordance with the schedule provided in the PJM Manuals, PJM will advise 
owners of Generation Capacity Resources of the updated EFORd values for such Generation 
Capacity Resources prior to the conduct of the Third Incremental Auction for such Delivery 
Year. 
 
 f) After conducting the Reliability Pricing Model Auctions, PJM will post the results 
of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA 
Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price 
equal to or less than the applicable Base Residual Auction clearing price.  The posted results 
shall include graphical supply curves that are (a) provided for the entire PJM Region, (b) 
provided for any Locational Deliverability Area for which there are four (4) or more suppliers, 
and (c) developed using a formulaic approach to smooth the curves using a statistical technique 
that fits a smooth curve to the underlying supply curve data while ensuring that the point of 
intersection between supply and demand curves is at the market clearing price.  At such time, 
PJM also shall post the aggregate megawatt quantity requested and granted in the Self-Supply 
and Competitive Entry Exemption categories in the EMAAC, MAAC and Rest of RTO 
LDAs/regions; the aggregate megawatt quantity cleared in the RPM Auction for Self-Supply and 
Competitive Entry Exemption categories; and the aggregate megawatt quantity of Self-Supply 
and Competitive Entry Exemptions requested and granted for any LDA other than  those 
specified in the preceding clause if the LDA has more than four new generation projects in the 
generation interconnection queue that could have offered into the applicable RPM Auction and 
the LDA had a separate VRR Curve posted for the applicable RPM Auction. 
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If PJM discovers an error in the initial posting of auction results for a particular Reliability 
Pricing Model Auction, it shall notify Market Participants of the error as soon as possible after it 
is found, but in no event later than 5:00 p.m. of the fifth Business Day following the initial 
publication of the results of the auction.  After this initial notification, if PJM determines it is 
necessary to post modified results, it shall provide notification of its intent to do so, together with 
all available supporting documentation, by no later than 5:00 p.m. of the seventh Business Day 
following the initial publication of the results of the auction.  Thereafter, PJM must post on its 
Web site any corrected auction results by no later than 5:00 p.m. of the tenth Business Day 
following the initial publication of the results of the auction. Should any of the above deadlines 
pass without the associated action on the part of the Office of the Interconnection, the originally 
posted results will be considered final. Notwithstanding the foregoing, the deadlines set forth 
above shall not apply if the referenced auction results are under publicly noticed review by the 
FERC.   
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6. MARKET POWER MITIGATION 
 
6.1 Applicability 
 
The provisions of the Market Monitoring Plan (in Attachment M and Attachment - M Appendix 
to this Tariff and this section 6) shall apply to the Reliability Pricing Model Auctions. 
 
6.2 Process 
 
 (a) [Reserved for Future Use] 
 
 (b) In accordance with the schedule specified in the PJM Manuals, following PJM’s 
conduct of a Base Residual Auction or Incremental Auction pursuant to section 5.12, but prior to 
the Office of the Interconnection’s final determination of clearing prices and charges pursuant to 
section 5.14, the Office of the Interconnection shall: (i) apply the Market Structure Test to any 
LDA having a Locational Price Adder greater than zero and to the entire PJM region; (ii) apply 
Market Seller Offer Caps, if required under this section 6; and (iii) recompute the optimization 
algorithm to clear the auction with the Market Seller Offer Caps in place.   
 
 (c) Within seven days after the deadline for submission of Sell Offers in a Base 
Residual Auction or Incremental Auction, the Office of the Interconnection shall file with FERC 
a report of any determination made pursuant to sections 5.14(h), 6.5(a)(ii), or 6.7(c) identified in 
such sections as subject to the procedures of this section.  Such report shall list each such 
determination, the information considered in making each such determination, and an 
explanation of each such determination.  Any entity that objects to any such determination may 
file a written objection with FERC no later than seven days after the filing of the report.  Any 
such objection must not merely allege that the determination was in error, and must provide 
support for the objection, demonstrating that the determination overlooked or failed to consider 
relevant evidence.  In the event that no objection is filed, the determination shall be final.  In the 
event that an objection is filed, FERC shall issue any decision modifying the determination no 
later than 60 days after the filing of such report; otherwise, the determination shall be final.  
Final auction results shall reflect any decision made by FERC regarding the report. 
 
6.3 Market Structure Test 
 
 (a) [Reserved for Future Use] 
 
 (b) Market Structure Test. 
 
A constrained LDA or the PJM Region shall fail the Market Structure Test, and mitigation shall 
be applied to all jointly pivotal suppliers (including all Affiliates of such suppliers, and all third-
party supply in the relevant LDA controlled by such suppliers by contract), if, as to the Sell 
Offers that comprise the incremental supply determined pursuant to section 6.3(c) that are based 
on Generation Capacity Resources, there are not more than three jointly pivotal suppliers.  The 
Office of the Interconnection shall apply the Market Structure Test.  The Office of the 
Interconnection shall confirm the results of the Market Structure Test with the Market 
Monitoring Unit. 
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 (c) Determination of Incremental Supply 
 
In applying the Market Structure Test, the Office of the Interconnection shall consider all (i) 
incremental supply (provided, however, that the Office of the Interconnection shall consider only 
such supply available from Generation Capacity Resources) available to solve the constraint 
applicable to a constrained LDA offered at less than or equal to 150% of the cost-based clearing 
price; or (ii) supply for the PJM Region, offered at less than or equal to 150% of the cost-based 
clearing price, provided that supply in this section includes only the lower of cost-based or 
market-based offers from Generation Capacity Resources.  Cost-based clearing prices are the 
prices resulting from the RPM auction algorithm using the lower of cost-based or price-based 
offers for all Capacity Resources. 
 
6.4 Market Seller Offer Caps 
 
 (a) The Market Seller Offer Cap, stated in dollars per MW/day of unforced capacity, 
applicable to price-quantity offers within the Base Offer Segment for an Existing Generation 
Capacity Resource shall be the Avoidable Cost Rate for such resource, less the Projected PJM 
Market Revenues for such resource, stated in dollars per MW/day of unforced capacity, 
provided, however, that the default Market Seller Offer Cap for any Capacity Performance 
Resource shall be the product of (the Net Cost of New Entry applicable for the Delivery Year 
and Locational Deliverability Area for which such Capacity Performance Resource is offered 
times the average of the Balancing Ratios in the three consecutive calendar years (during the 
Performance Assessment Intervals in such calendar years) that precede the Base Residual 
Auction for such Delivery Year), and provided further that the submission of a Sell Offer with an 
Offer Price at or below the revised Market Seller Offer Cap permitted under this proviso shall 
not, in and of itself, be deemed an exercise of market power in the RPM market.  
Notwithstanding the previous sentence, a Capacity Market Seller may seek and obtain a Market 
Seller Offer Cap for a Capacity Performance Resource that exceeds the revised Market Seller 
Offer Cap permitted under the prior sentence, if it supports and obtains approval of such 
alternative offer cap pursuant to the procedures and standards of subsection (b) of this section 
6.4.  A Capacity Market Seller may not use the Capacity Performance default Market Seller 
Offer Cap, and also seek to include any one or more categories of the Avoidable Cost Rate 
defined section 6.8.  The Market Seller Offer Cap for an Existing Generation Capacity Resource 
shall be the Opportunity Cost for such resource, if applicable, as determined in accordance with 
section 6.7.  Nothing herein shall preclude any Capacity Market Seller and the Market 
Monitoring Unit from agreeing to, nor require either such entity to agree to, an alternative market 
seller offer cap determined on a mutually agreeable basis.  Any such alternative offer cap shall 
be filed with the Commission for its approval. This provision is duplicated in section II.E.3 of 
Attachment M- Appendix. 
 
 (b) For each Existing Generation Capacity Resource, a potential Capacity Market 
Seller must provide to the Market Monitoring Unit and the Office of the Interconnection data and 
documentation required under section 6.7 to establish the level of the Market Seller Offer Cap 
applicable to each resource by no later than one hundred twenty (120) days prior to the 
commencement of the offer period for the applicable RPM Auction.  The Capacity Market Seller 
must promptly address any concerns identified by the Market Monitoring Unit regarding the data 
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and documentation provided, review the Market Seller Offer Cap proposed by the Market 
Monitoring Unit, and attempt to reach agreement with the Market Monitoring Unit on the level 
of the Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of 
the offer period for the applicable RPM Auction.  The Capacity Market Seller shall notify the 
Market Monitoring Unit in writing, with a copy to the Office of the Interconnection, whether an 
agreement with the Market Monitoring Unit has been reached or, if no agreement has been 
reached, specifying the level of Market Seller Offer Cap to which it commits by no later than 
eighty (80) days prior to the commencement of the offer period for the applicable RPM Auction. 
The Office of the Interconnection shall review the data submitted by the Capacity Market Seller, 
make a determination whether to accept or reject the requested unit-specific Market Seller Offer 
Cap, and notify the Capacity Market Seller and the Market Monitoring Unit of its determination 
in writing, by no later than sixty-five (65) days prior to the commencement of the offer period for 
the applicable RPM Auction.  If the Market Monitoring Unit does not provide its determination 
to the Capacity Market Seller and the Office of the Interconnection by the specified deadline, by 
no later than sixty-five (65) days prior to the commencement of the offer period for the 
applicable RPM Auction the Office of the Interconnection will make the determination of the 
level of the Market Seller Offer Cap, which shall be deemed to be final.  If the Capacity Market 
Seller does not notify the Market Monitoring Unit and the Office of the Interconnection of the 
Market Seller Offer Cap it desires to utilize by no later than eighty (80) days prior to the 
commencement of the offer period for the applicable RPM Auction, it shall be required to utilize 
a Market Seller Offer Cap determined using the applicable default Avoidable Cost Rate specified 
in section 6.7(c).   
 
 (c) Nothing in this section precludes the Capacity Market Seller from filing a petition 
with FERC seeking a determination of whether the Sell Offer complies with the requirements of 
the Tariff.   
  
 (d) For any Third Incremental Auction for Delivery Years through the 2017/2018 
Delivery Year, the Market Seller Offer Cap for an Existing Generation Capacity Resource shall 
be determined pursuant to subsection (a) of this Section 6.4, or if elected by the Capacity Market 
Seller, shall be equal to 1.1 times the Capacity Resource Clearing Price in the Base Residual 
Auction for the relevant LDA and Delivery Year.  For any Third Incremental Auction for the 
2018/2019 or 2019/2020 Delivery Years, the Market Seller Offer Cap for an Existing Generation 
Capacity Resource offering as a Base Capacity resource shall be determined pursuant to 
subsection (a) of this Section 6.4, or if elected by the Capacity Market Seller, shall be equal to 
1.1 times the Capacity Resource Clearing Price in the Base Residual Auction for the relevant 
LDA and Delivery Year.  For any Third Incremental Auction for the 2018/2019 Delivery Year or 
any subsequent Delivery Year, the Market Seller Offer Cap for an Existing Generation Capacity 
Resource offering as a Capacity Performance Resource shall be determined pursuant to 
subsection (a) of this Section 6.4, or if elected by the Capacity Market Seller, shall be equal to 
the greater of the Net Cost of New Entry for the relevant LDA and Delivery Year or 1.1 times 
the Capacity Resource Clearing Price in the Base Residual Auction for the relevant LDA and 
Delivery Year. 
 
6.5 Mitigation 
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The Office of the Interconnection shall apply market power mitigation measures in any Base 
Residual Auction or Incremental Auction for any LDA, Unconstrained LDA Group, or the PJM 
Region that fails the Market Structure Test.   
 
 (a) Mitigation for Generation Capacity Resources. 
 
  i) Existing Generation Capacity Resource 
 
Mitigation will be applied on a unit-specific basis and only if the Sell Offer of Unforced 
Capacity from an Existing Generation Capacity Resource: (1) is greater than the Market Seller 
Offer Cap applicable to such resource; and (2) would, absent mitigation, increase the Capacity 
Resource Clearing Price in the relevant auction.  If such conditions are met, such Sell Offer shall 
be set equal to the Market Seller Offer Cap. 
 
  ii) Planned Generation Capacity Resources 

 
(A) Sell Offers based on Planned Generation Capacity Resources 
(including External Planned Generation Capacity Resources) shall be 
presumed to be competitive and shall not be subject to market power 
mitigation in any Base Residual Auction or  Incremental Auction for 
which such resource qualifies as a Planned Generation Capacity Resource, 
but any such Sell Offer shall be rejected if it meets the criteria set forth in 
subsection (C) below, unless the Capacity Market Seller obtains approval 
from FERC for use of such offer prior to the close of the offer period for 
the applicable RPM Auction.   

 
(B) Sell Offers based on Planned Generation Capacity Resources 
(including Planned External Generation Capacity Resources) shall be 
deemed competitive and not be subject to mitigation if:  (1) collectively all 
such Sell Offers provide Unforced Capacity in an amount equal to or 
greater than two times the incremental quantity of new entry required to 
meet the LDA Reliability Requirement; and (2) at least two unaffiliated 
suppliers have submitted Sell Offers for Planned Generation Capacity 
Resources in such LDA.  Notwithstanding the foregoing, any Capacity 
Market Seller, together with Affiliates, whose Sell Offers based on 
Planned Generation Capacity Resources in that modeled LDA are pivotal, 
shall be subject to mitigation. 
 
(C) Where the two conditions stated in subsection (B) are not met, or 
the Sell Offer is pivotal, the Sell Offer shall be rejected if it exceeds 140 
percent of:  1) the average of location-adjusted Sell Offers for Planned 
Generation Capacity Resources from the same asset class as such Sell 
Offer, submitted (and not rejected) (Asset-Class New Plant Offers) for 
such Delivery Year; or 2) if there are no Asset-Class New Plant Offers for 
such Delivery Year, the average of Asset-Class New Plant Offers for all 
prior Delivery Years; or 3) if there are no Asset-Class New Plant Offers 
for any prior Delivery Year, the Net CONE applicable for such Delivery 
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Year in the LDA for which such Sell Offer was submitted.  For purposes 
of this section, asset classes shall be as stated in section 6.7(c) as effective 
for such Delivery Year, and Asset-Class New Plant Offers shall be 
location-adjusted by the ratio between the Net CONE effective for such 
Delivery Year for the LDA in which the Sell Offer subject to this section 
was submitted and the average, weighted by installed capacity, of the Net 
CONEs for all LDAs in which the units underlying such Asset Class New 
Plant Offers are located.  Following the conduct of the applicable auction 
and before the final determination of clearing prices, in accordance with 
Section 6.2(b) above, each Capacity Market Seller whose Sell Offer is so 
rejected shall be notified in writing by the Office of the Interconnection by 
no later than one (1) Business Day after the close of the offer period for 
the applicable RPM Auction and allowed an opportunity to submit a 
revised Sell Offer that does not exceed such threshold within one (1) 
Business Day of the Office of the Interconnection’s rejection of such Sell 
Offer.  If such revised Sell Offer is accepted by the Office of the 
Interconnection, the Office of the Interconnection then shall clear the 
auction with such revised Sell Offer in place.  Pursuant to Section II.F of 
Attachment M-Appendix, the Market Monitoring Unit shall notify in 
writing each Capacity Market Seller whose Sell Offer has been determined 
to be non-competitive and subject to mitigation, with a copy to the Office 
of the Interconnection, by no later than one (1) Business Day after the 
close of the offer period for the 
applicable RPM Auction. 

 
 (b) Mitigation for Demand Resources 
 
The Market Seller Offer Cap shall not be applied to Sell Offers of Demand Resources or Energy 
Efficiency Resources.  
 
6.6 Offer Requirement for Capacity Resources 
 
 (a) To avoid application of subsection (h), all of the installed capacity of all Existing 
Generation Capacity Resources located in the PJM Region shall be offered by the Capacity 
Market Seller that owns or controls all or part of such resource (which may include submission 
as Self-Supply) in all RPM Auctions for each Delivery Year, less any amount determined by the 
Office of the Interconnection to be eligible for an exception to this RPM must-offer requirement, 
where installed capacity is determined as of the date on which bidding commences for each RPM 
Auction pursuant to Section 5.6.6 of Attachment DD of the Tariff.  The Unforced Capacity of 
such resources is determined using the EFORd value that is submitted by the Capacity Market 
Seller in its Sell Offer, which shall not exceed the maximum EFORd for that resource as defined 
in Section 6.6(b).  If a resource should be included on the list of Existing Generation Capacity 
Resources subject to the RPM must-offer requirement that is maintained by the Market 
Monitoring Unit pursuant to Section II.C.1 of Attachment M – Appendix of the Tariff, but is 
omitted therefrom whether by mistake of the Market Monitoring Unit or failure of the Capacity 
Market Seller that owns or controls all or part of such resource to provide information about the 
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resource to the Market Monitoring Unit, this shall not excuse such resource from the RPM must-
offer requirement.  
 
 (b) For each Existing Generation Capacity Resource, a potential Capacity Market 
Seller must timely provide to the Market Monitoring Unit and the Office of the Interconnection 
all data and documentation required under section 6.6 to establish the maximum EFORd 
applicable to each resource in accordance with standards and procedures specified in the PJM 
Manuals.  The maximum EFORd that may be used in a Sell Offer for RPM Auctions held prior 
to the date on which the final EFORds used for a Delivery Year are posted, is the greater of (i) 
the average EFORd for the five consecutive years ending on the September 30 that last precedes 
the Base Residual Auction, or (ii) the EFORd for the 12 months ending on the September 30 that 
last precedes the Base Residual Auction. 
 
Notwithstanding the foregoing, a Capacity Market Seller may request an alternate maximum 
EFORd for Sell Offers submitted in such auctions if it has a documented, known reason that 
would result in an increase in its EFORd, by submitting a written request to the Market 
Monitoring Unit and Office of the Interconnection, along with data and documentation required 
to support the request for an alternate maximum EFORd, by no later one hundred twenty (120) 
days prior to the commencement of the offer period for the Base Residual Auction for the 
applicable Delivery Year.  The Capacity Market Seller must address any concerns identified by 
the Market Monitoring Unit and/or the Office of the Interconnection regarding the data and 
documentation provided and attempt to reach agreement with the Market Monitoring Unit on the 
level of the alternate maximum EFORd by no later than ninety (90) days prior to the 
commencement of the offer period for the Base Residual Auction for the applicable Delivery 
Year.  As further described in Section II.C of Attachment M-Appendix, the Market Monitoring 
Unit shall notify the Capacity Market Seller and the Office of the Interconnection in writing of 
its determination of the requested alternate maximum EFORd by no later than ninety (90) days 
prior to the commencement of the offer period for the Base Residual Auction for the applicable 
Delivery Year.  By no later than eighty (80) days prior to the commencement of the offer period 
for the Base Residual Auction for the applicable Delivery Year, the Capacity Market Seller shall 
notify the Office of the Interconnection and the Market Monitoring Unit in writing whether it 
agrees with the Market Monitoring Unit on the alternate maximum EFORd or, if no agreement 
has been reached, specifying the level of alternate maximum EFORd to which it commits.  If a 
Capacity Market Seller fails to request an alternate maximum EFORd prior to the specified 
deadlines, the maximum EFORd for the applicable RPM Auction shall be deemed to be the 
default EFORd calculated pursuant to this section. 
 
The maximum EFORd that may be used in a Sell Offer for Third Incremental Auctions, and for 
Conditional Incremental Auctions held after the date on which the final EFORd used for a 
Delivery Year is posted, is the EFORd for the 12 months ending on the September 30 that last 
precedes the submission of such offers. 
 
 (c) [Reserved for Future Use] 
 
 (d) In the event that a Capacity Market Seller and the Market Monitoring Unit cannot 
agree on the maximum level of the alternate EFORd that may be used in a Sell Offer for RPM 
Auctions held prior to the date on which the final EFORds used for a Delivery Year are posted, 
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the Office of the Interconnection shall make its own determination of the maximum level of the 
alternate EFORd based on the requirements of the Tariff and the PJM Manuals, per Section 5.8 
of Attachment DD, by no later than sixty-five (65) days prior to the commencement of the offer 
period for the Base Residual for the applicable Delivery Year, and shall notify the Capacity 
Market Seller and the Market Monitoring Unit in writing of such determination. 
 
 (e) Nothing in this section precludes the Capacity Market Seller from filing a petition 
with FERC seeking a determination of whether the EFORd complies with the requirements of 
the Tariff.   
 
 (f) Notwithstanding the foregoing, a Capacity Market Seller may submit an EFORd  
that it chooses for an RPM Auction held prior to the date on which the final EFORd used for a 
Delivery Year is posted, provided that (i) it has participated in good faith with the process 
described in this section 6.6 and in section II.C of Attachment M - Appendix, (ii) the offer is no 
higher than the level defined in any agreement reached by the Capacity Market Seller and the 
Market Monitoring Unit that resulted from the foregoing process, and (iii) the offer is accepted 
by the Office of the Interconnection subject to the criteria set forth in the Tariff and the PJM 
Manuals.   
 
  (g) A Capacity Market Seller that owns or controls an existing generation resource in 
the PJM Region that is capable of qualifying as an Existing Generation Capacity Resource as of 
the date on which bidding commences for an RPM Auction may not avoid the rule in subsection 
(a) or be removed from Capacity Resource status by failing to qualify as a Generation Capacity 
Resource, or by attempting to remove a unit previously qualified as a Generation Capacity 
Resource from classification as a Capacity Resource for that RPM Auction.  However, 
generation resource may qualify for an exception to the RPM must-offer requirement, as shown 
by appropriate documentation, if the Capacity Market Seller that owns or controls such resource 
demonstrates that it: (i) is reasonably expected to be physically unable to participate in the 
relevant Delivery Year; (ii) has a financially and physically firm commitment to an external sale 
of its capacity, or (iii) was interconnected to the Transmission System as an Energy Resource 
and not subsequently converted to a Capacity Resource. 
 
 In order to establish that a resource is reasonably expected to be physically unable to 
participate in the relevant auction as set forth in (i) above, the Capacity Market Seller must 
demonstrate that: 
 

A. It has a documented plan in place to retire the resource prior to or during the Delivery 
Year, and has submitted a notice of Deactivation to the Office of the Interconnection 
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of 
the Interconnection has requested the Capacity Market Seller to continue to operate the 
resource beyond its desired deactivation date in accordance with Section 113.2 of the 
PJM Tariff for the purpose of maintaining the reliability of the PJM Transmission System 
and the Capacity Market Seller has agreed to do so; 

 
B. Significant physical operational restrictions cause long term or permanent changes to the 

installed capacity value of the resource, or the resource is under major repair that will 
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extend into the applicable Delivery Year, that will result in the imposition of RPM 
performance penalties pursuant to Attachment DD of the PJM Tariff; 

 
C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g. – 

regarding potential environmental restrictions) specific to the resource and has received 
an order, decision, final rule, opinion or other final directive from the regulatory authority 
that will result in the retirement of the resource; or 

 
D. A resource considered an Existing Generating Capacity Resource because it cleared an 

RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction, but 
which is not yet in service, is unable to achieve full commercial operation prior to the 
Delivery Year of the relevant auction.  The Capacity Market Seller must submit to the 
Office of the Interconnection and the Market Monitoring Unit a written sworn, notarized 
statement of a corporate officer certifying that the resource will not be in full commercial 
operation prior to the referenced Delivery Year. 

In order to establish that a resource has a financially and physically firm commitment to 
an external sale of its capacity as set forth in (ii) above, the Capacity Market Seller must 
demonstrate that it has entered into a unit-specific bilateral transaction for service to load located 
outside the PJM Region, by a demonstration that such resource is identified on a unit-specific 
basis as a network resource under the transmission tariff for the control area applicable to such 
external load, or by an equivalent demonstration of a financially and physically firm commitment 
to an external sale.  The Capacity Market Seller additionally shall identify the megawatt amount, 
export zone, and time period (in days) of the export. 

A Capacity Market Seller that seeks to remove a Generation Capacity Resource from 
PJM Capacity Resource status and/or seeks approval for an exception to the RPM must-offer 
requirement, for any reason other than the reason specified in Paragraph A above, shall first 
submit such request in writing, along with all supporting data and documentation, to the Market 
Monitoring Unit for evaluation, notifying the Office of the Interconnection by copy of the same, 
by no later than one hundred twenty (120) days prior to the commencement of the offer period 
for the applicable RPM Auction.   
 

In order to obtain an exception to the RPM must-offer requirement for the reason 
specified in Paragraph A above, a Capacity Market Seller shall first submit a preliminary 
exception request in writing, along with supporting data and documentation indicating the 
reasons and conditions upon which the Capacity Market Seller is relying in its analysis of 
whether to retire such resource, to the Market Monitoring Unit for evaluation, notifying the 
Office of the Interconnection by copy of the same, by no later than (a) November 1, 2013 for the 
Base Residual Auction for the 2017/2018 Delivery Year, (b) the September 1 that last precedes 
the Base Residual Auction for the 2018/2019 and subsequent Delivery Years, and (c) two 
hundred forty (240) days prior to the commencement of the offer period for the applicable 
Incremental Auction.  By no later than five (5) Business Days after receipt of any such 
preliminary exception requests, the Office of the Interconnection will post on its website a 
summary of the number of megawatts of Generation Capacity Resources for which it has 
received notification of preliminary exception requests, on an aggregate basis by Zone and 
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Locational Deliverability Area that comprises a subset of a Zone, as specified in the PJM 
Manuals. 
 

Thereafter, as applicable, such Capacity Market Seller shall by no later than (a) the 
December 1 that last precedes the Base Residual Auction for the applicable Delivery Year, or (b) 
one hundred twenty (120) days prior to the commencement of the offer period for the applicable 
Incremental Auction, either (a) notify the Office of the Interconnection and the Market 
Monitoring Unit in writing that it is withdrawing its preliminary exception request and 
explaining the changes to its analysis of whether to retire such resource that support its decision 
to withdraw, or (b) demonstrate that it has met the requirements specified under Paragraph A 
above.  By no later than five (5) Business Days after receipt of such notification, the Office of 
the Interconnection will post on its website a revised summary of the number of megawatts of 
Generation Capacity Resources for which it has received requests for exceptions to the RPM 
must-offer requirement for the reason specified in Paragraph A above, on an aggregate basis by 
Zone and Locational Deliverability Area that comprises a subset of a Zone, as specified in the 
PJM Manuals. 

A Capacity Market Seller may only remove the Generation Capacity Resource from PJM 
Capacity Resource status if (i) the Market Monitoring Unit has determined that the Generation 
Capacity Resource meets the applicable criteria set forth in Sections 5.6.6 and 6.6 of Attachment 
DD and the Office of the Interconnection agrees with this determination, or (ii) the Commission 
has issued an order terminating the Capacity Resource status of the resource.  Nothing herein 
shall require a Market Seller to offer its resource into an RPM Auction prior to seeking to 
remove a resource from Capacity Resource status, subject to satisfaction of Section 6.6. 

If the Capacity Market Seller disagrees with the Market Monitoring Unit’s determination 
of its request to remove a resource from Capacity Resource status or its request for an exception 
to the RPM must-offer requirement, it must notify the Market Monitoring Unit in writing, with a 
copy to the Office of the Interconnection, of the same by no later than eighty (80) days prior to 
the commencement of the offer period for the applicable RPM Auction.  After the Market 
Monitoring Unit has made its determination of whether a resource has satisfied the RPM must-
offer requirement or meets one of the exceptions thereto and has notified the Capacity Market 
Seller and the Office of the Interconnection of the same pursuant to Section II.C.4 of Attachment 
M – Appendix, the Office of the Interconnection shall approve or deny the exception request.  
The exception request shall be deemed to be approved by the Office of the Interconnection, 
consistent with the determination of the Market Monitoring Unit, unless the Office of the 
Interconnection notifies the Capacity Market Seller and Market Monitoring Unit, by no later than 
sixty-five (65) days prior to the date on which the offer period for the applicable RPM Auction 
commences, that the exception request is denied. 

If the Market Monitoring Unit does not timely notify the Capacity Market Seller and the 
Office of the Interconnection of its determination of the request to remove a Generation Capacity 
Resource from Capacity Resource status or for an exception to the RPM must-offer requirement, 
the Office of the Interconnection shall make the determination whether the request shall be 
approved or denied, and will notify the Capacity Market Seller of its determination in writing, 
with a copy to the Market Monitoring Unit, by no later than sixty-five (65) days prior to the date 
on which the offer period for the applicable RPM Auction commences. 
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After the Market Monitoring Unit and the Office of the Interconnection have made their 
determinations of whether a resource meets the criteria to qualify for an exception to the RPM 
must-offer requirement, the Capacity Market Seller must notify the Market Monitoring Unit and 
the Office of the Interconnection whether it intends to exclude from its Sell Offer some or all of 
the subject capacity on the basis of an identified exception by no later than sixty-five (65) days 
prior to the date on which the offer period for the applicable RPM Auction commences.  PJM 
does not make determinations of whether withholding of capacity constitutes market power.  A 
Generation Capacity Resource that does not qualify for submission into an RPM Auction 
because it is not owned or controlled by the Capacity Market Seller for a full Delivery Year is 
not subject to the offer requirement hereunder; provided, however, that a Capacity Market Seller 
planning to transfer ownership or control of a Generation Capacity Resource during a Delivery 
Year pursuant to a sale or transfer agreement entered into after March 26, 2009 shall be required 
to satisfy the offer requirement hereunder for the entirety of such Delivery Year and may satisfy 
such requirement by providing for the assumption of this requirement by the transferee of 
ownership or control under such agreement.  
 

If a Capacity Market Seller doesn’t timely seek to remove a Generation Capacity 
Resource from Capacity Resource status or timely submit a request for an exception to the RPM 
must-offer requirement, the Generation Capacity Resource shall only be removed from Capacity 
Resource status, and may only be approved for an exception to the RPM must-offer requirement, 
upon the Capacity Market Seller requesting and receiving an order from FERC, prior to the close 
of the offer period for the applicable RPM Auction, directing the Office of the Interconnection to 
remove the resource from Capacity Resource status and/or granting an exception to the RPM 
must-offer requirement or a waiver of the RPM must-offer requirement as to such resource.   
 
 (h) Any existing generation resource located in the PJM Region that satisfies the 
criteria in the definition of Existing Generation Capacity Resource as of the date on which 
bidding commences for the Base Residual Auction for a Delivery Year, that is not offered into 
such Base Residual Auction, and that does not meet any of the exceptions stated in the prior 
subsection (g): (i) may not participate in any subsequent Incremental Auctions conducted for 
such Delivery Year; (ii) shall not receive any payments under section 5.14 for such Delivery 
Year for the capacity of such Generation Capacity Resources; and (iii) shall not be permitted to 
satisfy any LSE’s Unforced Capacity Obligation, or any entity’s obligation to obtain the 
commitment of Capacity Resources, for such Delivery Year.   
 
 All generation resources located in the PJM Region that satisfy the criteria in the 
definition of Existing Generation Capacity Resource as of the date on which bidding commences 
for an Incremental Auction for a particular Delivery Year, but that did not satisfy such criteria as 
of the date that on which bidding commenced in the Base Residual Auction for that Delivery 
Year, that is not offered into that Incremental Auction, and that does not meet any of the 
exceptions stated in the prior subsection (g): (i) may not participate in any subsequent 
Incremental Auctions conducted for such Delivery Year; (ii) shall not receive any payments 
under section 5.14 for such Delivery Year for the capacity of such Generation Capacity 
Resources; and (iii) shall not be permitted to satisfy any LSE’s Unforced Capacity Obligation, or 
any entity’s obligation to obtain the commitment of Capacity Resources, for such Delivery Year. 
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 All Existing Generation Capacity Resources that are offered into a Base Residual Auction 
or Incremental Auction for a particular Delivery Year but do not clear in such auction, that are 
not offered into each subsequent Incremental Auction, and that do not meet any of the exceptions 
stated in the prior subsection (g): (i) may not participate in any Incremental Auctions conducted 
for such Delivery Year subsequent to such failure to offer; (ii) shall not receive any payments 
under section 5.14 for such Delivery Year for the capacity of such Generation Capacity 
Resources; and (iii) shall not be permitted to satisfy any LSE’s Unforced Capacity Obligation, or 
any entity’s obligation to obtain the commitment of Capacity Resources, for such Delivery Year. 
 
 Any such Existing Generation Capacity Resources may also be subject to further action 
by the Market Monitoring Unit under the terms of Attachment M and Attachment M – Appendix. 
 
 (i) In addition to the remedies set forth in subsections (g) and (h) above, if the 
Market Monitoring Unit determines that one or more Capacity Market Sellers’ failure to offer 
part or all of one or more existing generation resources, for which the Office of the 
Interconnection has not approved an exception to the RPM must-offer requirement, into an RPM 
Auction as required by this Section 6.6 would result in an increase of greater than five percent in 
any Zonal Capacity Price determined through such auction, and the Office of the Interconnection 
agrees with that determination, the Office of the Interconnection shall apply to FERC for an 
order, on an expedited basis, directing such Capacity Market Seller to participate in the relevant 
RPM Auction, or for other appropriate relief, and PJM will postpone clearing the auction 
pending FERC’s decision on the matter.  If the Office of the Interconnection disagrees with the 
Market Monitoring Unit’s determination and does not apply to FERC for an order directing the 
Capacity Market Seller to participate in the auction or for other appropriate relief, the Market 
Monitoring Unit may exercise its powers to inform Commission staff of its concerns and to seek 
appropriate relief. 
 
6.6A Offer Requirement for Capacity Performance Resources 
 
 (a) For the 2018/2019 Delivery Year and subsequent Delivery Years, the installed 
capacity of every Generation Capacity Resource located in the PJM Region that is capable  (or 
that reasonably can become capable) of qualifying as a Capacity Performance Resource shall be 
offered as a Capacity Performance Resource by the Capacity Market Seller that owns or controls 
all or part of such resource (which may include submission as Self-Supply) in all RPM Auctions 
for each such Delivery Year, less any amount determined by the Office of the Interconnection to 
be eligible for an exception to the Capacity Performance Resource must-offer requirement, 
where installed capacity is determined as of the date on which bidding commences for each RPM 
Auction pursuant to Section 5.6.6 of Attachment DD of the Tariff. 
 
 (b) Determinations of EFORd and Unforced Capacity made under section 6.6 hereof 
as to a Generation Capacity Resource shall govern the offers required under this section as to the 
same Generation Capacity Resource.   
 
 (c) Exceptions to the requirement in subsection (a) shall be permitted only for a 
resource which the Capacity Market Seller demonstrates is reasonably expected to be  physically 
incapable of satisfying the requirements of a Capacity Performance Resource.  Intermittent 
Resources, Capacity Storage Resources, Demand Resources, and Energy Efficiency Resources 
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shall not be required to offer as a Capacity Performance Resource, but shall not be precluded 
from being offered as a Capacity Performance Resource at a level that demonstrably satisfies 
such requirements. Exceptions shall be determined using the same timeline and procedures as 
specified in section 6.6.  
 
 (d) A resource not exempted or excepted under subsection (c) hereof that is capable 
of qualifying as a Capacity Performance Resource and does not offer into an RPM Auction as a 
Capacity Performance Resource shall be subject to the same restrictions on subsequent offers, 
and other possible remedies, as specified in section 6.6. 
 
6.7 Data Submission 
 
 (a) Potential participants in any PJM Reliability Pricing Model Auction shall submit, 
together with supporting documentation for each item, to the Market Monitoring Unit and the 
Office of the Interconnection no later than one hundred twenty (120) days prior to the posted 
date for the conduct of such auction, a list of owned or controlled generation resources by PJM 
transmission zone for the specified Delivery Year, including the amount of gross capacity, the 
EFORd and the net (unforced) capacity.  A potential participant intending to offer any Capacity 
Performance Resource at or below the default Market Seller Offer Cap described in section 
6.4(a) must provide the associated offer cap and the MW to which the offer cap applies. 
 
 (b) Except as provided in subsection (c) below, potential participants in any PJM 
Reliability Pricing Model Auction in any LDA or Unconstrained LDA Group that request a unit 
specific Avoidable Cost Rate shall, in addition, submit the following data, together with 
supporting documentation for each item, to the Market Monitoring Unit no later than one 
hundred twenty (120) days prior to the commencement of the offer period for such auction: 
 
  i. If the Capacity Market Seller intends to submit a non-zero price in its Sell 
Offer in any such auction, the Capacity Market Seller shall submit a calculation of the Avoidable 
Cost Rate and Projected PJM Market Revenues, as defined in subsection (d) below, together with 
detailed supporting documentation. 
 
  ii. If the Capacity Market Seller intends to submit a Sell Offer based on 
opportunity cost, the Capacity Market Seller shall also submit a calculation of Opportunity Cost, 
as defined in subsection (d), with detailed supporting documentation. 
 
 (c) Potential auction participants identified in subsection (b) above need not submit 
the data specified in that subsection for any Generation Capacity Resource: 
 

i. that is in an Unconstrained LDA Group or, if this is the relevant market, 
the entire PJM Region, and is in a resource class identified in the table below as not likely to 
include the marginal price-setting resources in such auction; or 

 
ii. for which the potential participant commits that any Sell Offer it submits 

as to such resource shall not include any price above: (1) the applicable default level identified 
below for the relevant resource class, less (2) the Projected PJM Market Revenues for such 
resource, as determined in accordance with this Tariff. 
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Nothing herein precludes the Market Monitoring Unit from requesting additional information 
from any potential auction participant as deemed necessary by the Market Monitoring Unit, 
including, without limitation, additional cost data on resources in a class that is not otherwise 
expected to include the marginal price setting resource as outlined in section II.G of Attachment 
M-Appendix.  Any Sell Offer submitted in any auction that is inconsistent with any agreement or 
commitment made pursuant to this subsection shall be rejected, and the Capacity Market Seller 
shall be required to resubmit a Sell Offer that complies with such agreement or commitment 
within one (1) Business Day of the Office of the Interconnection’s rejection of such Sell Offer.  
If the Capacity Market Seller does not timely resubmit its Sell Offer, fails to request a unit-
specific Avoidable Cost Rate by the specified deadline, or if the Office of the Interconnection 
determines that the information provided by the Capacity Market Seller in support of the 
requested unit-specific Avoidable Cost Rate or Sell Offer is incomplete, the Capacity Market 
Seller shall be deemed to have submitted a Sell Offer that complies with the commitments made 
under this subsection, with a default offer for the applicable class of resource or nearest 
comparable class of resource determined under this subsection (c)(ii).  The obligation imposed 
under section 6.6(a) shall not be satisfied unless and until the Capacity Market Seller submits (or 
is deemed to have submitted) a Sell Offer that conforms to its commitments made pursuant to 
this subsection or subject to the procedures set forth in section 6.4 and section II.H of 
Attachment M - Appendix. 
 
The default retirement and mothball Avoidable Cost Rates (“ACR”) referenced in this subsection 
(c)(ii) are as set forth in the tables below  for  the 2013/2014 Delivery Year through the 
2016/2017 Delivery Year.     Capacity Market Sellers shall use the one-year mothball Avoidable 
Cost Rate shown below, unless such Capacity Market Seller satisfies the criteria set forth in 
section 6.7(e), in which case the Capacity Market Seller may use the retirement Avoidable Cost 
Rate.  PJM shall also publish on its Web site the number of Generation Capacity Resources and 
megawatts per LDA that use the retirement Avoidable Cost Rates.  A Capacity Market Seller 
may not use the default Market Seller Offer Cap contained in the ACR tables in this subsection, 
and also seek to include any one or more categories of the Avoidable Cost Rate defined section 
6.8. 
 

Maximum Avoidable Cost Rates by Technology Class 
 

Technology 

2013/14 
Mothball 
ACR 
($/MW-
Day) 

2013/14 
Retirement 
ACR 
($/MW-
Day) 

2014/15 
Mothball 
ACR 
($/MW-
Day) 

2014/15 
Retirement 
ACR 
($/MW-
Day) 

2015/16 
Mothball 
ACR 
($/MW-
Day) 

2015/16 
Retirement 
ACR 
($/MW-
Day) 

2016/2017 
Mothball 
ACR 
($/MW-
Day) 

2016/2017 
Retirement 
ACR 
($/MW-
Day) 

Nuclear N/A N/A N/A N/A N/A N/A N/A N/A 
Pumped 
Storage $23.64  $33.19  $24.56  $34.48  $25.56  $35.89  $24.05  $33.78  
Hydro $80.80  $105.67  $83.93  $109.76  $87.35  $114.24  $82.23  $107.55  
Sub-Critical 
Coal $193.98  $215.02  $201.49  $223.35  $209.71  $232.46  $197.43  $218.84  
Super Critical 
Coal $200.41  $219.21  $208.17  $227.70  $216.66  $236.99  $203.96  $223.10  
Waste Coal - 
Small $255.81  $309.83  $265.72  $321.83  $276.56  $334.96  $260.35  $315.34  
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Waste Coal – 
Large $94.61  $114.29  $98.27  $118.72  $102.28  $123.56  $96.29  $116.32  
Wind N/A N/A N/A N/A N/A N/A N/A N/A 
CC-2 on 1 
Frame F $35.18  $49.90  $36.54  $51.83  $38.03  $53.94  $35.81  $50.79  
CC-3 on 1 
Frame 
E/Siemens $39.06  $52.89  $40.57  $54.94  $42.23  $57.18  $39.75  $53.83  
CC–3 or 
More on 1 or 
More Frame 
F $30.46  $42.28  $31.64  $43.92  $32.93  $45.71  $30.99  $43.03  
CC-NUG 
Cogen. Frame 
B or E 
Technology $130.76  $175.71  $135.82  $182.52  $141.36  $189.97  $133.09  $178.83  
CT -  1st & 
2nd Gen. 
Aero  (P&W 
FT 4) $27.96  $37.19  $29.04  $38.63  $30.22  $40.21  $28.45  $37.85  
CT - 1st &  
Gen. Frame B $27.63  $36.87  $28.70  $38.30  $29.87  $39.86  $28.11  $37.52  
CT - 2nd 
Gen. Frame E $26.26  $35.14  $27.28  $36.50  $28.39  $37.99  $26.73  $35.77  
CT - 3rd Gen. 
Aero (GE LM 
6000) $63.57  $93.70  $66.03  $97.33  $68.72  $101.30  $64.70  $95.37  
CT - 3rd Gen. 
Aero (P&W 
FT - 8 
TwinPak) $33.34  $49.16  $34.63  $51.06  $36.04  $53.14  $33.93  $50.03  
CT -  3rd 
Gen. Frame F $26.96  $38.83  $28.00  $40.33  $29.14  $41.98  $27.43  $39.52  
Diesel $29.92  $37.98  $31.08  $39.45  $32.35  $41.06  $30.44  $38.66  
Oil and Gas 
Steam $74.20  $90.33  $77.07  $93.83  $80.21  $97.66  $75.51  $91.94  
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Commencing with the Base Residual Auction for the 2017/2018 Delivery Year, the Office of the 
Interconnection shall determine the default retirement and mothball Avoidable Cost Rates 
referenced in section (c)(ii) above, and post them on its website, by no later than one hundred 
fifty (150) days prior to the commencement of the offer period for each Base Residual Auction. 
To determine the applicable ACR rates, the Office of the Interconnection shall use the actual rate 
of change in the historical values from the Handy-Whitman Index of Public Utility Construction 
Costs or a comparable index approved by the Commission (“Handy-Whitman Index”) to the 
extent they are available to update the base values for the Delivery Year, and for future Delivery 
Years for which the updated Handy-Whitman Index values are not yet available the Office of the 
Interconnection shall update the base values for the Delivery Year using the most recent ten-
calendar-year annual average rate of change.  The ACR rates shall be expressed in dollar values 
for the applicable Delivery Year. 
 
Maximum Avoidable Cost Rates by Technology Class  
(Expressed in 2011 Dollars for the 2011/2012 Delivery Year) 
 

Technology 
 

Mothball ACR 
($/MW-Day) 
 

Retirement ACR 
($/MW-Day) 
 

Combustion Turbine -  Industrial Frame  $24.13  $33.04  
Coal Fired   $136.91    $157.83  
Combined Cycle $29.58  $40.69  
Combustion Turbine - Aero Derivative $26.13  $37.18  
Diesel $25.46  $32.33  
Hydro $68.78  $89.96  
Oil and Gas Steam $63.16  $76.90  
Pumped Storage $20.12  $28.26  

 
To determine the default retirement and mothball ACR values for the 2017/2018 Delivery Year, 
the Office of the Interconnection shall multiply the base default retirement and mothball ACR 
values in the table above by a factor equal to one plus the most recent annual average rate of 
change in the July Handy-Whitman Indices for the 2011 to 2013 calendar years to determine 
updated base default retirement and mothball ACR values. The updated base default retirement 
and mothball ACR values shall then be multiplied by a factor equal to one plus the most recent 
ten-calendar-year annual average rate of change in the applicable Handy-Whitman Index, taken 
to the fourth power, as calculated by the Office of the Interconnection and posted to its website.  
 
To determine the default retirement and mothball ACR values for the 2018/2019 and 2019/2020  
Delivery Years for Base Capacity Resources, the Office of the Interconnection shall multiply the 
updated base default retirement and mothball ACR values from the immediately preceding 
Delivery Year by a factor equal to one plus the most recent annual average rate of change in the 
July Handy-Whitman Index.  These values become the new adjusted base default retirement and 
mothball ACR values, as calculated by the Office of the Interconnection and posted to its 
website.  These resulting adjusted base values for the Delivery Year shall be multiplied by a 
factor equal to one plus the most recent ten-calendar-year annual average rate of change in the 
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applicable Handy-Whitman Index, taken to the fourth power, as calculated by the Office of the 
Interconnection and posted to its website.   
 
PJM shall also publish on its website the number of Generation Capacity Resources and 
megawatts per LDA that use the retirement Avoidable Cost Rates. 
 
After the Market Monitoring Unit conducts its annual review of the table of default Avoidable 
Cost Rates included in section 6.7(c) above in accordance with the procedure specified in section 
II.H of Attachment M – Appendix, it will provide updated values or notice of its determination 
that updated values are not needed to Office of the Interconnection. In the event that the Office 
of the Interconnection determines that the values should be updated, the Office of the 
Interconnection shall file its proposed values with the Commission by no later than October 30th 
prior to the commencement of the offer period for the first RPM Auction for which it proposes to 
apply the updated values.   
 
 (d) In order for costs to qualify for inclusion in the Market Seller Offer Cap, the 
Capacity Market Seller must provide to the Market Monitoring Unit and the Office of the 
Interconnection relevant unit-specific cost data concerning each data item specified as set forth 
in section 6 by no later than one hundred twenty (120) days prior to the commencement of the 
offer period for the applicable RPM Auction. If cost data is not available at the time of 
submission for the time periods specified in section 6.8, costs may be estimated for such period 
based on the most recent data available, with an explanation of and basis for the estimate used, as 
may be further specified in the PJM Manuals.  Based on the data and calculations submitted by 
the Capacity Market Sellers for each existing generation resource and the formulas specified 
below, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each such 
resource, and notify the Capacity Market Seller and the Office of the Interconnection in writing 
of its determination pursuant to section II.E of Attachment M-Appendix. 
 

i. Avoidable Cost Rate:  The Avoidable Cost Rate for an existing generation 
resource shall be determined using the formula below and applied to the unit’s Base Offer 
Segment. 

 
ii. Opportunity Cost:  Opportunity Cost shall be the documented price 

available to an existing generation resource in a market external to PJM.  In the event that the 
total MW of existing generation resources submitting opportunity cost offers in any auction for a 
Delivery Year exceeds the firm export capability of the PJM system for such Delivery Year, or 
the capability of external markets to import capacity in such year, the Office of the 
Interconnection will accept such offers on a competitive basis. PJM will construct a supply curve 
of opportunity cost offers, ordered by opportunity cost, and accept such offers to export starting 
with the highest opportunity cost, until the maximum level of such exports is reached.  The 
maximum level of such exports is the lesser of the Office of the Interconnection’s ability to 
permit firm exports or the ability of the importing area(s) to accept firm imports or imports of 
capacity, taking account of relevant export limitations by location.  If, as a result, an opportunity 
cost offer is not accepted from an existing generation resource, the Market Seller Offer Cap 
applicable to Sell Offers relying on such generation resource shall be the Avoidable Cost Rate  
less the Projected Market Revenues for such resource (as defined in Section 6.4).  The default 
Avoidable Cost Rate shall be the one year mothball Avoidable Cost Rate set forth in the tables in 
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section 6.7(c) above unless Capacity Market Seller satisfies the criteria delineated in section 
6.7(e) below. 

 
iii. Projected PJM Market Revenues:  Projected PJM Market Revenues are 

defined by section 6.8(d), for any Generation Capacity Resource to which the Avoidable Cost 
Rate is applied. 
 
 (e) In order for the retirement Avoidable Cost Rate set forth in the table in section 
6.7(c) to apply, by no later than one hundred twenty (120) days prior to the commencement of 
the offer period for the applicable RPM Auction, a Capacity Market Seller must submit to the 
Office of the Interconnection and the Market Monitoring Unit a written sworn, notarized 
statement of a corporate officer representing that the Capacity Market Seller will retire the 
Generation Capacity Resource if it does not receive during the relevant Delivery Year at least the 
applicable retirement Avoidable Cost Rate because it would be uneconomic to continue to 
operate the Generation Capacity Resource in the Delivery Year without the retirement Avoidable 
Cost Rate, and specifying the date the Generation Capacity Resource would otherwise be retired. 
 
 6.8 Avoidable Cost Definition 
 
 (a) Avoidable Cost Rate:   
 
The Avoidable Cost Rate for a Generation Capacity Resource that is the subject of a Sell Offer 
shall be determined using the following formula, expressed in dollars per MW-year: 
 

Avoidable Cost Rate = [Adjustment Factor * (AOML + AAE + AFAE + AME + 
AVE + ATFI + ACC + ACLE) + ARPIR + APIR + CPQR] 

 
Where: 

 
• Adjustment Factor equals 1.10 (to provide a margin of error for understatement 

of costs) plus an additional adjustment referencing the 10-year average Handy-
Whitman Index in order to account for expected inflation from the time interval 
between the submission of the Sell Offer and the commencement of the Delivery 
Year. 

 
• AOML (Avoidable Operations and Maintenance Labor) consists of the 

avoidable labor expenses related directly to operations and maintenance of the 
generating unit for the twelve months preceding the month in which the data 
must be provided. The categories of expenses included in AOML are those 
incurred for:  (a) on-site based labor engaged in operations and maintenance 
activities; (b) off-site based labor engaged in on-site operations and maintenance 
activities directly related to the generating unit; and (c) off-site based labor 
engaged in off-site operations and maintenance activities directly related to 
generating unit equipment removed from the generating unit site.  

 
• AAE (Avoidable Administrative Expenses) consists of the avoidable 

administrative expenses related directly to employees at the generating 
unit for twelve months preceding the month in which the data must be 
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provided.  The categories of expenses included in AAE are those incurred 
for: (a) employee expenses (except employee expenses included in 
AOML); (b) environmental fees; (c) safety and operator training; (d) 
office supplies; (e) communications; and (f) annual plant test, inspection 
and analysis. 
 

• AFAE (Avoidable Fuel Availability Expenses) consists of avoidable 
operating expenses related directly to fuel availability and delivery for the 
generating unit that can be demonstrated by the Capacity Market Seller 
based on data for the twelve months preceding the month in which the 
data must be provided , or on reasonable projections for the Delivery Year 
supported by executed contracts, published tariffs, or other data sufficient 
to demonstrate with reasonable certainty the level of costs that have been 
or shall be incurred for such purpose.  The categories of expenses included 
in AFAE are those incurred for: (a) firm gas pipeline transportation; (b) 
natural gas storage costs; (c) costs of gas balancing agreements; and (d) 
costs of gas park and loan services.  AFAE expenses are for firm fuel 
supply and apply solely for offers for a Capacity Performance Resource 

 
• AME (Avoidable Maintenance Expenses) consists of avoidable 

maintenance expenses (other than expenses included in AOML) related 
directly to the generating unit for the twelve months preceding the month 
in which the data must be provided. The categories of expenses included 
in AME are those incurred for: (a) chemical and materials consumed 
during maintenance of the generating unit; and (b) rented maintenance 
equipment used to maintain the generating unit. 

 
• AVE (Avoidable Variable Expenses) consists of avoidable variable 

expenses related directly to the generating unit incurred in the twelve 
months preceding the month in which the data must be provided.  The 
categories of expenses included in AVE are those incurred for: (a) water 
treatment chemicals and lubricants; (b) water, gas, and electric service (not 
for power generation); and (c) waste water treatment.  

 
• ATFI (Avoidable Taxes, Fees and Insurance) consists of avoidable 

expenses related directly to the generating unit incurred in the twelve 
months preceding the month in which the data must be provided. The 
categories of expenses included in AFTI are those incurred for: (a) 
insurance, (b) permits and licensing fees, (c) site security and utilities for 
maintaining security at the site; and (d) property taxes.   

 
• ACC (Avoidable Carrying Charges) consists of avoidable short-term 

carrying charges related directly to the generating unit in the twelve 
months preceding the month in which the data must be provided. 
Avoidable short-term carrying charges shall include short term carrying 
charges for maintaining reasonable levels of inventories of fuel and spare 
parts that result from short-term operational unit decisions as measured by 
industry best practice standards.  For the purpose of determining ACC, 
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short term is the time period in which a reasonable replacement of 
inventory for normal, expected operations can occur. 

 
• ACLE (Avoidable Corporate Level Expenses) consists of avoidable 

corporate level expenses directly related to the generating unit incurred in 
the twelve months preceding the month in which the data must be 
provided. Avoidable corporate level expenses shall include only such 
expenses that are directly linked to providing tangible services required for 
the operation of the generating unit proposed for Deactivation. The 
categories of avoidable expenses included in ACLE are those incurred for: 
(a) legal services, (b) environmental reporting; and (c) procurement 
expenses. 

 
• CPQR (Capacity Performance Quantifiable Risk) consists of the 

quantifiable and reasonably-supported costs of mitigating the risks of non-
performance associated with submission of a Capacity Performance 
Resource offer (or of a Base Capacity Resource offer for the 2018/19 or 
2019/20 Delivery Years), such as insurance expenses associated with 
resource non-performance risks.  CPQR shall be considered reasonably 
supported if it is based on actuarial practices generally used by the 
industry to model or value risk and if it is based on actuarial practices used 
by the Capacity Market Seller to model or value risk in other aspects of 
the Capacity Market Seller’s business. Such reasonable support shall also 
include an officer certification that the modeling and valuation of the 
CPQR was developed in accord with such practices. Provision of such 
reasonable support shall be sufficient to establish the CPQR. 

 
• APIR (Avoidable Project Investment Recovery Rate) = PI * CRF 

 
Where: 

 
• PI is the amount of project investment completed prior to June 1 of 

the Delivery Year, except for Mandatory Capital Expenditures 
(“CapEx”) for which the project investment must be completed 
during the Delivery Year, that is reasonably required to enable a 
Generation Capacity Resource that is the subject of a Sell Offer to 
continue operating or improve availability during Peak-Hour 
Periods during the Delivery Year. 

 
• CRF is the annual capital recovery factor from the following table, 

applied in accordance with the terms specified below. 
 
 

Age of Existing Units (Years) Remaining Life of Plant 
(Years) 

Levelized CRF 

1 to 5 30 0.107 
6 to 10 25 0.114 
11 to 15 20 0.125 
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16 to 20 15 0.146 
21 to 25 10 0.198 
25 Plus 5 0.363 
Mandatory CapEx 4 0.450 
40 Plus Alternative 1 1.100 

 
Unless otherwise stated, Age of Existing Unit shall be equal to the number of years since the 
Unit commenced commercial operation, up to and through the relevant Delivery Year.  
 
Remaining Life of Plant defines the amortization schedule (i.e., the maximum number of years 
over which the Project Investment may be included in the Avoidable Cost Rate.) 
 
Capital Expenditures and Project Investment 
 
For any given Project Investment, a Capacity Market Seller may make a one-time election to 
recover such investment using: (i) the highest CRF and associated recovery schedule to which it 
is entitled; or (ii) the next highest CRF and associated recovery schedule.  For these purposes, the 
CRF and recovery schedule for the 25 Plus category is the next highest CRF and recovery 
schedule for both the Mandatory CapEx and the 40 Plus Alternative categories.  The Capacity 
Market Seller using the above table must provide the Market Monitoring Unit with information, 
identifying and supporting such election, including but not limited to the age of the unit, the 
amount of the Project Investment, the purpose of the investment, evidence of corporate 
commitment (e.g., an SEC filing, a press release, or a letter from a duly authorized corporate 
officer indicating intent to make such investment), and detailed information concerning the 
governmental requirement (if applicable).  Absent other written notification, such election shall 
be deemed based on the CRF such Seller employs for the first Sell Offer reflecting recovery of 
any portion of such Project Investment.  
  
For any resource using the CRF and associated recovery schedule from the CRF table that set the 
Capacity Resource Clearing Price in any Delivery Year, such Capacity Market Seller must also 
provide to the Market Monitoring Unit, for informational purposes only, evidence of the actual 
expenditure of the Project Investment, when such information becomes available. 
 
If the project associated with a Project Investment that was included in a Sell Offer using a CRF 
and associated recovery schedule from the above table has not entered into commercial operation 
prior to the end of the relevant Delivery Year, and the resource’s Sell Offer sets the clearing 
price for the relevant LDA, the Capacity Market Seller shall be required to elect to either (i) pay 
a charge that is equal to the difference between the Capacity Resource Clearing Price for such 
LDA for the relevant Delivery Year and what the clearing price would have been absent the 
APIR component of the Avoidable Cost Rate, this difference to be multiplied by the cleared MW 
volume from such Resource (“rebate payment”); (ii) hold such rebate payment in escrow, to be 
released to the Capacity Market Seller in the event that the project enters into commercial 
operation during the subsequent Delivery Year or rebated to LSEs in the relevant LDA if the 
project has not entered into commercial operation during the subsequent Delivery Year; or (iii) 
make a reasonable investment in the amount of the PI in other Existing Generation Capacity 
Resources owned or controlled by the Capacity Market Seller or its Affiliates in the relevant 
LDA. The revenue from such rebate payments shall be allocated pro rata to LSEs in the relevant 
LDA(s) that were charged a Locational Reliability Charge for such Delivery Year, based on their 
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Daily Unforced Capacity Obligation in the relevant LDA(s).  If the Sell Offer from the 
Generation Capacity Resource did not set the Capacity Resource Clearing Price in the relevant 
LDA, no alternative investment or rebate payment is required.  If the difference between the 
Capacity Resource Clearing Price for such LDA for the relevant Delivery Year and what the 
clearing price would have been absent the APIR amount does not exceed the greater of $10 per 
MW-day or a 10% increase in the clearing price, no alternative investment or rebate payment is 
required. 
 
Mandatory CapEx Option 
 
The Mandatory CapEx CRF and recovery schedule is an option available, beginning in the third 
BRA (Delivery Year 2009-10), to a resource that must make a Project Investment to comply with 
a governmental requirement that would otherwise materially impact operating levels during the 
Delivery Year, where: (i) such resource is a coal, oil or gas-fired resource that began commercial 
operation no fewer than fifteen years prior to the start of the first Delivery Year for which such 
recovery is sought, and such Project Investment is equal to or exceeds $200/kW of capitalized 
project cost; or (ii) such resource is a coal-fired resource located in an LDA for which a separate 
VRR Curve has been established for the relevant Delivery Years, and began commercial 
operation at least 50 years prior to the conduct of the relevant BRA.  
 
A Capacity Market Seller that wishes to elect the Mandatory CapEx option for a Project 
Investment must do so beginning with the Base Residual Auction for the Delivery Year in which 
such project is expected to enter commercial operation.  A Sell Offer submitted in any Base 
Residual Auction for which the Mandatory CapEx option is selected may not exceed an offer 
price equivalent to 0.90 times the then-current Net CONE (on an unforced-equivalent basis).   
 
40 Plus Alternative Option 
 
The 40 Plus Alternative CRF and recovery schedule is an option available, beginning in the third 
BRA (Delivery Year 2009-10), for a resource that is a gas- or oil-fired resource that began 
commercial operation no less than 40 years prior to the conduct of the relevant BRA (excluding, 
however, any resource in any Delivery Year for which the resource is receiving a payment under 
Part V of the PJM Tariff.  Generation Capacity Resources electing this 40 Plus Alternative CRF 
shall be treated as At Risk Generation for purposes of the sensitivity runs in the RTEP process).  
Resources electing the 40 Plus Alternative option will be modeled in the RTEP process as “at-
risk” at the end of the one-year amortization period.  
 
A Capacity Market Seller that wishes to elect the 40 Plus Alternative option for a Project 
Investment must provide written notice of such election to the Office of the Interconnection no 
later than six months prior to the Base Residual Auction for which such election is sought; 
provided however that shorter notice may be provided if unforeseen circumstances give rise to 
the need to make such election and such seller gives notice as soon as practicable.   
 
The Office of the Interconnection shall give market participants reasonable notice of such 
election, subject to satisfaction of requirements under the PJM Operating Agreement for 
protection of confidential and commercially sensitive information. A Sell Offer submitted in any 
Base Residual Auction for which the 40 Plus Alternative option is selected may not exceed an 
offer price equivalent to the then-current Net CONE (on an unforced-equivalent basis). 
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Multi-Year Pricing Option 
 
A Seller submitting a Sell Offer with an APIR component that is based on a Project Investment 
of at least $450/kW may elect this Multi-Year Pricing Option by providing written notice to such 
effect the first time it submits a Sell Offer that includes an APIR component for such Project 
Investment.  Such option shall be available on the same terms, and under the same conditions, as 
are available to Planned Generation Capacity Resources under section 5.14(c) of this 
Attachment. 
 

• ARPIR (Avoidable Refunds of Project Investment Reimbursements) 
consists of avoidable refund amounts of Project Investment 
Reimbursements payable by a Generation Owner to PJM under Part V, 
Section 118 of this Tariff or avoidable refund amounts of project 
investment reimbursements payable by a Generation Owner to PJM under 
a Cost of Service Recovery Rate filed under Part V, Section 119 of the 
Tariff and approved by the Commission. 

 
 (b) For the purpose of determining an Avoidable Cost Rate, avoidable expenses are 
incremental expenses directly required to operate a Generation Capacity Resource that a 
Generation Owner would not incur if such generating unit did not operate in the Delivery Year or 
meet Availability criteria during Peak-Hour Periods during the Delivery Year.  
 
 (c) For the purpose of determining an Avoidable Cost Rate, avoidable expenses shall 
exclude variable costs recoverable under cost-based offers to sell energy from operating capacity 
on the PJM Interchange Energy Market under the Operating Agreement. 
 
 (d) Projected PJM Market Revenues for any Generation Capacity Resource to which 
the Avoidable Cost Rate is applied shall include all actual unit-specific revenues from PJM 
energy markets, ancillary services, and unit-specific bilateral contracts from such Generation 
Capacity Resource, net of energy and ancillary services market offers for such resource.  Net 
energy market revenues shall be based on the non-zero market-based offers of the Capacity 
Market Seller of such Generation Capacity Resource unless one of the following conditions is 
met, in which case the cost-based offer shall be used: (x) the market-based offer for the resource 
is zero, (y) the market-based offer for the resource is higher than its cost-based offer and such 
offer has been mitigated, or (z) the market-based offer for the resource is less than such Capacity 
Market Seller’s fuel and environmental costs for the resource which shall be determined either 
by directly summing the fuel and environmental costs if they are available, or by subtracting 
from the cost-based offer for the resource all costs developed pursuant to the Operating 
Agrement and PJM Manuals that are not fuel or environmental costs.   

 
The calculation of Projected PJM Market Revenues shall be equal to the rolling simple average 
of such net revenues as described above from the three most recent whole calendar years prior to 
the year in which the BRA is conducted.  
 
If a Generation Capacity Resource did not receive PJM market revenues during the entire 
relevant time period because the Generation Capacity Resource was not integrated into PJM 
during the full period, then the Projected PJM Market Revenues shall be calculated using only 
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those whole calendar years within the full period in which such Resource received PJM market 
revenues. 
 
If a Generation Capacity Resource did not receive PJM market revenues during the entire 
relevant time period because it was not in commercial operation during the entire period, or if 
data is not available to the Capacity Market Seller for the entire period, despite the good faith 
efforts of such seller to obtain such data, then the Projected PJM Market Revenues shall be 
calculated based upon net revenues received over the entire period by comparable units, to be 
developed by the MMU and the Capacity Market Seller. 
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14. Reserved. 
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ATTACHMENT DD-1 
 
Preface:  The provisions of this Attachment incorporate into the Tariff for ease of reference the 
provisions of Schedule 6 of the Reliability Assurance Agreement among Load Serving Entities 
in the PJM Region.  As a result, this Attachment will be modified, subject to FERC approval, so 
that the terms and conditions set forth herein remain consistent with the corresponding terms and 
conditions of Schedule 6 of the RAA.  Capitalized terms used herein that are not otherwise 
defined in Attachment DD or elsewhere in this Tariff have the meaning set forth in the RAA. 
 
PROCEDURES FOR DEMAND RESOURCES AND ENERGY EFFICIENCY 
 
 A. Parties can partially or wholly offset the amounts payable for the Locational 
Reliability Charge with Demand Resources that are operated under the direction of the Office of 
the Interconnection.  FRR Entities may reduce their capacity obligations with Demand Resources 
that are operated under the direction of the Office of the Interconnection and detailed in such 
entity’s FRR Capacity Plan.  Demand Resources qualifying under the criteria set forth below 
may be offered for sale or designated as Self-Supply in the Base Residual Auction, included in 
an FRR Capacity Plan, or offered for sale in any Incremental Auction, for any Delivery Year for 
which such resource qualifies.  Qualified Demand Resources generally fall in one of three 
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Legacy Direct Load Control 
(prior to June 1, 2016), as further specified in section G below and the PJM Manuals.  Qualified 
Demand Resources may be provided by a Curtailment Service Provider, notwithstanding that 
such Curtailment Service Provider is not a Party to this Agreement.  Such Curtailment Service 
Providers must satisfy the requirements hereof and the PJM Manuals. 
 
  1. A Party must formally notify, in accordance with the requirements of the 
PJM Manuals and section F hereof, as applicable, the Office of the Interconnection of the 
Demand Resource that it is placing under the direction of the Office of the Interconnection.  A 
Party must further notify the Office of the Interconnection whether the resource is a Limited 
Demand Resource, an Extended Summer Demand Resource, a Base Capacity Demand Resource, 
a Summer-Period Demand Resource or an Annual Demand Resource. 
 
  2. A Demand Resource must achieve its full load reduction within the 
following time period: 
 
  (a) For the 2014/2015 Delivery Year, Curtailment Service Providers may 
elect a notification time period from the Office of the Interconnection of 30, 60 or 120 minutes 
prior to their Demand Resources being required to fully respond to a Load Management Event. 
 
 (b) For the 2015/2016 Delivery Year and subsequent Delivery Years, a Demand 
Resource must be able to fully respond to a Load Management Event within 30 minutes of 
notification from the Office of the Interconnection.  This default 30 minute prior notification shall 
apply unless a Curtailment Service Provider obtains an exception from the Office of the 
Interconnection due to physical operational limitations that prevent the Demand Resource from 
reducing load within that timeframe.  In such case, the Curtailment Service Provider shall submit a 
request for an exception to the 30 minute prior notification requirement to the Office of the 
Interconnection, at the time the Registration Form for that resource is submitted in accordance 
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with Attachment K-Appendix of this Tariff.  The only alternative notification times that the 
Office of Interconnection will permit, upon approval of an exception request, are 60 minutes and 
120 minutes prior to a Load Management Event.  The Curtailment Service Provider shall 
indicate in writing, in the appropriate application, that it seeks an exception to permit a prior 
notification time of 60 minutes or 120 minutes, and the reason(s) for the requested exception.  A 
Curtailment Service Provider shall not submit a request for an exception to the default 30 minute 
notification period unless it has done its due diligence to confirm that the Demand Resource is 
physically incapable of responding within that timeframe based on one or more of the reasons set 
forth below and as may be further defined in the PJM Manuals and has obtained detailed data 
and documentation to support this determination.    
 
In order to establish that a Demand Resource is reasonably expected to be physically unable to 
reduce load in that timeframe, the Curtailment Service Provider that registered the resource must 
demonstrate that:  

 
1) The manufacturing processes for the Demand Resource require gradual reduction to avoid 

damaging major industrial equipment used in the manufacturing process, or damage to the product 
generated or feedstock used in the manufacturing process;  

 
2) Transfer of load to back-up generation requires time-intensive manual process taking more 

than 30 minutes;  
 

3) On-site safety concerns prevent location from implementing reduction plan in less than 30 
minutes; or, 

 
4) The Demand Resource is comprised of mass market residential customers or Small 

Commercial Customers which collectively cannot be notified of a Load Management Event within a 
30-minute timeframe due to unavoidable communications latency, in which case the requested 
notification time shall be no longer than 120 minutes.  

 
The Office of the Interconnection may request data and documentation from the Curtailment 
Service Provider and such Curtailment Service Provider shall provide to the Office of the 
Interconnection within three (3) Business Days of a request therefor, a copy of all of the data and 
documentation supporting the exception request. Failure to provide a timely response to such request 
shall cause the exception to terminate the following Operating Day. 

 
At its sole option and discretion, the Office of the Interconnection may review the data and 
documentation provided by the Curtailment Service Provider to determine if the Demand 
Resource has met one or more of the criteria above.  The Office of the Interconnection will notify 
the Curtailment Service Provider in writing of its determination by no later than ten (10) Business 
Days after receipt of the data and documentation.   

 
The Curtailment Service Provider shall provide written notification to the Office of the 
Interconnection of a material change to the facts that supported its exception request within three 
(3) Business Days of becoming aware of such material change in facts, and, if the Office of 
Interconnection determines that the physical limitation criteria above are no longer being met, the 
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Demand Resource shall be subject to the default notification period of 30 minutes  immediately 
upon such determination. 

 
  3. The initiation of load reduction, upon the request of the Office of the 
Interconnection, must be within the authority of the dispatchers of the Party.  No additional 
approvals should be required. 
 
  4. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered a pre-emergency or emergency action and must be implementable 
prior to a voltage reduction. 
 
  5. A Curtailment Service Provider intending to offer for sale or designate for 
self-supply, a Demand Resource in any RPM Auction, or intending to include a Demand 
Resource in any FRR Capacity Plan must demonstrate, to PJM’s satisfaction, that such resource 
shall have the capability to provide a reduction in demand, or otherwise control load, on or 
before the start of the Delivery Year for which such resource is committed.  As part of such 
demonstration, each such Curtailment Service Provider shall submit a Demand Resource Sell 
Offer Plan in accordance with the standards and procedures set forth in section A-1 of Schedule 
6, Schedule 8.1 (as to FRR Capacity Plans) and the PJM Manuals, no later than 15 Business 
Days prior to, as applicable, the RPM Auction in which such resource is to be offered, or the 
deadline for submission of the FRR Capacity Plan in which such resource is to be included.  PJM 
may verify the Curtailment Service Provider’s adherence to the Demand Resource Sell Offer 
Plan at any time.  A Curtailment Service Provider with a PJM-approved Demand Resource Sell 
Offer Plan will be permitted to offer up to the approved Demand Resource quantity into the 
subject RPM Auction or include such resource in its FRR Capacity Plan. 
 
  6. Selection of a Demand Resource in an RPM Auction results in 
commitment of capacity to the PJM Region.  Demand Resources that are so committed must be 
registered to participate in the Full Program Option or as a Capacity Only resource of the 
Emergency Load Response and Pre-Emergency Load Response Program and thus available for 
dispatch during PJM-declared pre-emergency events and emergency events. 
 

A-1. A Demand Resource Sell Offer Plan shall consist of a completed template 
document in the form posted on the PJM website, requiring the information set forth below and 
in the PJM Manuals, and a Demand Resource Officer Certification Form signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification.  The 
Demand Resource Sell Offer Plan must provide information that supports the Demand Resource 
Provider’s intended Demand Resource Sell Offers and demonstrates that the Demand Resources 
are being offered with the intention that the MW quantity that clears the auction is reasonably 
expected to be physically delivered through Demand Resource registrations for the relevant 
Delivery Year.  The Demand Resource Sell Offer Plan shall include all Existing Demand 
Resources and all Planned Demand Resources that the Demand Resource Provider intends to 
offer into an RPM Auction or include in an FRR Capacity Plan. 
 

1. Demand Resource Sell Offer Plan Template.  The Demand Resource Sell 
Offer Plan template, in the form provided on the PJM website, shall require the Demand 
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Resource Provider to provide the following information and such other information as specified 
in the PJM Manuals:    

 
(a) Summary Information. The completed template shall include the 

Demand Resource Provider’s company name, contact information, and the Nominated DR Value 
in ICAP MWs by Zone/sub-Zone that the Demand Resource Provider intends to offer, stated 
separately for Existing Demand Resources and Planned Demand Resources.  The total 
Nominated DR Value in MWs for each Zone/sub-Zone shall be the sum of the Nominated DR 
Value of Existing Demand Resources and the Nominated DR Value of Planned Demand 
Resources, and shall be the maximum MW amount the Provider intends to offer in the RPM 
Auction for the indicated Zone/sub-Zone, provided that nothing herein shall preclude the 
Demand Resource Provider from offering in the auction a lesser amount than the total 
Nominated DR Value shown in its Demand Resource Sell Offer Plan. 

 
(b) Existing Demand Resources.  The Demand Resource Provider 

shall identify all Existing Demand Resources by identifying end-use customer sites that are 
currently registered with PJM (even if not registered by such Demand Resource Provider) and 
that the Demand Resource Provider reasonably expects to have under a contract to reduce load 
based on PJM dispatch instructions by the start of the auction Delivery Year.   

 
(c) Planned Demand Resources.  The Demand Resource Provider shall 

provide the details of, and key assumptions underlying, the Planned Demand Resource quantities 
(i.e., all Demand Resource quantities in excess of Existing Demand Resource quantities) 
contained in the Demand Resource Sell Offer Plan, including: 

 
(i) key program attributes and assumptions used to develop the 
Planned Demand Resource quantities, including, but not limited to, 
discussion of:  

● method(s) of achieving load reduction at customer site(s);  
● equipment to be controlled or installed at customer site(s), if any;  
● plan and ability to acquire customers;  
● types of customer targeted;  
● support of market potential and market share for the target 

customer base, with adjustments for Existing Demand Resource 
customers within this market and the potential for other Demand 
Resource Providers targeting the same customers;  

● assumptions regarding regulatory approval of program(s), if 
applicable; and  

● Prior to June 1, 2016: if applicable, Legacy Direct Load Control 
(LDLC) program details such as: a description of the cycling 
control strategy, any assumptions regarding switch operability rate, 
and a list (and copy) of all load research studies used to develop 
the estimated nominated ICAP value per customer (i.e., the per-
participant impact). 
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(ii) Zone/sub-Zone information by end-use customer segment for all 
Nominated DR Values for which an end-use customer site is not 
identified, to include the number in each segment of end-use customers 
expected to be registered for the subject Delivery Year, the average Peak 
Load Contribution per end-use customer for such segment, and the 
average Nominated DR Value per customer for such segment.  End-use 
customer segments may include residential, commercial, small industrial, 
medium industrial, and large industrial, as identified and defined in the 
PJM Manuals, provided that nothing herein or in the Manuals shall 
preclude the Provider from identifying more specific customer segments 
within the commercial and industrial categories, if known.   

 
(iii) Information by end-use customer site to the extent required by 
subsection A-1(1)(c)(iv) or, if not required by such subsection, to the 
extent known at the time of the submittal of the Demand Resource Sell 
Offer Plan, to include: customer EDC account number (if known), 
customer name, customer premise address, Zone/sub-Zone in which the 
customer is located, end-use customer segment, current Peak Load 
Contribution value (or an estimate if actual value not known) and an 
estimate of expected Peak Load Contribution for the subject Delivery 
Year, and an estimated Nominated DR Value.   

 
(iv) End-use customer site-specific information shall be required for 
any Zones or sub-Zones identified by PJM pursuant to this subsection for 
the portion, if any, of a Demand Resource Provider’s intended offer in 
such Zones or sub-Zones that exceeds a Sell Offer threshold determined 
pursuant to this subsection, as any such excess quantity under such 
conditions should reflect Planned Demand Resources from end-use 
customer sites that the Provider has a high degree of certainty it will 
physically deliver for the subject Delivery Year.  In accordance with the 
procedures in subsection A-1(3) below, PJM shall identify, as requiring 
site-specific information, all Zones and sub-Zones that comprise any LDA 
group (from a list of LDA groups stated in the PJM Manuals) in which 
[the quantity of cleared Demand Resources from the most recent Base 
Residual Auction] plus [the quantity of Demand Resources included in 
FRR Capacity Plans for the Delivery Year addressed by the most recent 
Base Residual Auction] in any Zone or sub-Zone of such LDA group 
exceeds the greater of: 
   

● the maximum Demand Resources quantity registered with PJM  
for such Zone for any Delivery Year from the current (at time of 
plan submission) Delivery Year and the two preceding Delivery 
Years; and 

  
● the potential Demand Resource quantity for such Zone estimated 

by PJM based on an independent published assessment of demand 
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response potential that is reasonably applicable to such Zone, as 
identified in the PJM Manuals.  
 

For each such Zone and sub-Zone, the Sell Offer threshold for each 
Demand Resource Provider shall be the higher of: 
 

● the Demand Resource Provider’s maximum Demand Resource 
quantity registered with PJM for such Zone/sub-Zone over the 
current Delivery Year (at the time of plan submission) and two 
preceding Delivery Years; 
 

● the Demand Resource Provider’s maximum for any single 
Delivery Year of [such provider’s cleared Demand Resource 
quantity] plus [such provider’s quantity of Demand Resources 
included in FRR Capacity Plans] from the three forward Delivery 
Years addressed by the three most recent Base Residual Auctions 
for such Zone/sub-Zone; and 

 
● 10 MW. 

 
(d) Schedule.  The Demand Resource Provider shall provide an 

approximate timeline for procuring end-use customer sites as needed to physically deliver the 
total Nominated DR Value (for both Existing Demand Resources and Planned Demand 
Resources) by Zone/sub-Zone in the Demand Resource Sell Offer Plan.  The Demand Resource 
Provider must specify the cumulative number of customers and the cumulative Nominated DR 
Value associated with each end-use customer segment within each Zone/sub-Zone that the 
Demand Resource Provider expects (at the time of plan submission) to have under contract as of 
June 1 each year between the time of the auction and the subject Delivery Year. 
 

2. Demand Resource Officer Certification Form.  Each Demand Resource 
Sell Offer Plan must include a Demand Resource Officer Certification, signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification, in the form 
shown in the PJM Manuals, which form shall include the following certifications: 

 
(a) that the signing officer has reviewed the Demand Resource Sell Offer 

Plan and the information supplied to PJM in support of the Plan is true and correct as of the date 
of the certification; and 

 
(b) that the Demand Resource Provider is submitting the Plan with the 

reasonable expectation, based upon its analyses as of the date of the certification, to physically 
deliver all megawatts that clear the RPM Auction through Demand Resource registrations by the 
specified Delivery Year. 

 
As set forth in the form provided in the PJM manuals, the certification shall 

specify that it does not in any way abridge, expand, or otherwise modify the current provisions of 
the PJM Tariff, Operating Agreement and/or RAA, or the Demand Resource Provider’s rights 
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and obligations thereunder, including the Demand Resource Provider’s ability to adjust capacity 
obligations through participation in PJM incremental auctions and bilateral transactions.  

 
3. Procedures.  No later than December 1 prior to the Base Residual Auction 

for a Delivery Year, PJM shall post to the PJM website a list of Zones and sub-Zones, if any, for 
which end-use customer site-specific information shall be required under the conditions specified 
in subsection A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery Year.  Once 
so identified, a Zone or sub-Zone shall remain on the list for future Delivery Years until the 
threshold determined under subsection A-1(1)(c)(iv) above is not exceeded for three consecutive 
Delivery Years.  No later than 15 Business Days prior to the RPM Auction in which a Demand 
Resource Provider intends to offer a Demand Resource, the Demand Resource Provider shall 
submit to PJM a completed Demand Resource Sell Offer Plan template and a Demand Resource 
Officer Certification Form signed by a duly authorized officer of the Provider.  PJM will review 
all submitted DR Sell Offer Plans.  No later than 10 Business Days prior to the subject RPM 
Auction, PJM shall notify any Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same Delivery Year.  In such 
event, the MWs associated with such site(s) will not be approved for inclusion in a Sell Offer in 
an RPM Auction by any of the Demand Resource Providers, unless a Demand Resource Provider 
provides a letter of support from the end-use customer indicating that it is likely to execute a 
contract with that Demand Resource Provider for the relevant Delivery Year, or provides other 
comparable evidence of likely commitment.  Such letter of support or other supporting evidence 
must be provided to PJM no later than 7 Business Days prior to the subject RPM Auction.  If an 
end-use customer provides letters of support for the same site for the same Delivery Year to 
multiple Demand Resource Providers, the MWs associated with such end-use customer site shall 
not be approved as a Demand Resource for any of the Demand Resource Providers.  No later 
than 5 Business Days prior to the subject RPM Auction, PJM will notify each Demand Resource 
Provider of the approved Demand Resource quantity, by Zone/sub-Zone, that such Demand 
Resource Provider is permitted to offer into such RPM Auction. 
 
 B. The Unforced Capacity value of a Demand Resource will be determined as:   
 
for the Delivery Years through May 31, 2018, or for FRR Capacity Plans for Delivery Years 
through May 31, 2019, the product of the Nominated Value of the Demand Resource times the 
DR Factor, times the Forecast Pool Requirement, and for the 2018/2019 Delivery Year and 
subsequent Delivery Years, or for FRR Capacity Plans for the 2019/2020 Delivery Year and 
subsequent Delivery Years, the product of the Nominated Value of the Demand Resource times 
the Forecast Pool Requirement.  Nominated Values shall be determined and reviewed in 
accordance with sections I and J, respectively, and the PJM Manuals.  The DR Factor is a factor 
established by the PJM Board with the advice of the Members Committee to reflect the increase 
in the peak load carrying capability in the PJM Region due to Demand Resources.  Peak load 
carrying capability is defined to be the peak load that the PJM Region is able to serve at the loss 
of load expectation defined in the Reliability Principles and Standards.  The DR Factor is the 
increase in the peak load carrying capability in the PJM Region due to Demand Resources, 
divided by the total Nominated Value of Demand Resources in the PJM Region.  The DR Factor 
will be determined using an analytical program that uses a probabilistic approach to determine 
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reliability.  The determination of the DR Factor will consider the reliability of Demand 
Resources, the number of interruptions, and the total amount of load reduction. 
 
 C. Demand Resources offered and cleared in a Base Residual or Incremental Auction 
shall receive the corresponding Capacity Resource Clearing Price as determined in such auction, 
in accordance with Attachment DD of the PJM Tariff.  For Delivery Years beginning with the 
Delivery Year that commences on June 1, 2013, any Demand Resources located in a Zone with 
multiple LDAs shall receive the Capacity Resource Clearing Price applicable to the location of 
such resource within such Zone, as identified in such resource’s offer.  Further, the Curtailment 
Service Provider shall register its resource in the same location within the Zone as specified in its 
cleared sell offer, and shall be subject to deficiency charges under Attachment DD of this Tariff 
to the extent it fails to provide the resource in such location consistent with its cleared offer.  For 
either of the Delivery Year commencing on June 1, 2010 or commencing on June 1, 2012, if the 
location of a Demand Resource is not specified by a Seller in the Sell Offer on an individual 
LDA basis in a Zone with multiple LDAs, then Demand Resources cleared by such Seller will be 
paid a DR Weighted Zonal Resource Clearing Price, determined as follows: (i) for a Zone that 
includes non-overlapping LDAs, calculated as the weighted average of the Resource Clearing 
Prices for such LDAs,  weighted by the cleared Demand Resources registered by such Seller in 
each such LDA; or (ii) for a Zone that contains a smaller LDA within a larger LDA, calculated 
treating the smaller LDA and the remaining portion of the larger LDA as if they were separate 
LDAs, and weight-averaging in the same manner as (i) above.   
 
 D. The Party, Electric Distributor, or Curtailment Service Provider that establishes a 
contractual relationship (by contract or tariff rate) with a customer for load reductions is entitled 
to receive the compensation specified in section C for a committed Demand Resource, 
notwithstanding that such provider is not the customer’s energy supplier. 
 
 E. Any Party hereto shall demonstrate that its Demand Resources performed during 
periods when load management procedures were invoked by the Office of the Interconnection.  
The Office of the Interconnection shall adopt and maintain rules and procedures for verifying the 
performance of such resources, as set forth in section K hereof and the PJM Manuals.  In 
addition, committed Demand Resources that do not comply with the directions of the Office of 
the Interconnection to reduce load during an emergency shall be subject to the penalty charge set 
forth in Attachment DD to the PJM Tariff. 
 
 F. Parties may elect to place Demand Resources associated with Behind The Meter 
Generation under the direction of the Office of the Interconnection for a Delivery Year by 
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the Base 
Residual Auction for such Delivery Year.  This election shall remain in effect for the entirety of 
such Delivery Year.  In the event such an election is made, such Behind The Meter Generation 
will not be netted from load for the purposes of calculating the Daily Unforced Capacity 
Obligations under this Agreement. 
 
 G. PJM measures Demand Resources in the following ways: 
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Prior to June 1, 2016: Legacy Direct Load Control (LDLC) – Load management that is initiated 
directly by the Curtailment Service Provider’s market operations center or its agent, employing a 
communication signal to cycle equipment (typically water heaters or central air conditioners).  
DLC programs are qualified based on load research and customer subscription data.  Curtailment 
Service Providers may rely on the results of load research studies identified in the PJM Manuals 
to set the per-participant load reduction for LDLC programs.  Each Curtailment Service Provider 
relying on DLC load management must periodically update its LDLC switch operability rates, in 
accordance with the PJM Manuals. 
 
Firm Service Level (FSL) – Load management achieved by an end-use customer reducing its 
load to a pre-determined level (the Firm Service Level), upon notification from the Curtailment 
Service Provider’s market operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by an end-use customer reducing 
its load by a pre-determined amount (the Guaranteed Load Drop), upon notification from the 
Curtailment Service Provider’s market operations center or its agent. Typically, the load 
reduction is achieved through running customer-owned backup generators, or by shutting down 
process equipment. 
 
 H.  Each Curtailment Service Provider must satisfy (or contract with another LSE, 
Curtailment Service Provider, or electric distribution company to provide) the following 
requirements: 
 

● A point of contact with appropriate backup to ensure single call notification from 
PJM and timely execution of the notification process; 
 

● Supplemental status reports, detailing Demand Resources available, as requested 
by PJM; 

 
● Entry of customer-specific Demand Resource credit information, for planning and 

verification purposes, into the designated PJM electronic system.  
 
● Customer-specific compliance and verification information for each PJM-initiated 

Demand Resource event or Provider initiated test event, as well as aggregated 
Provider load drop data for Provider-initiated events, in accordance with 
established reporting guidelines. 

 
● Load drop estimates for all Demand Resource events and test events, prepared in 

accordance with the PJM Manuals. 
 
 I. The Nominated Value of each Demand Resource shall be determined consistent 
with the process for determination of the capacity obligation for the customer.  
 
The Nominated Value for a Firm Service Level customer will be based on the peak load 
contribution for the customer, as typically determined by the 5CP methodology utilized by the 
electric distribution company to determine ICAP obligation values.  The  Nominated Value  for 
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Annual Demand Resources with a Capacity Performance commitment shall equal the lessor of i) 
total peak load contribution for the customers on the registration minus the nominated summer 
Firm Service Level multiplied by the loss factor and ii) total Winter Peak Load for customers on 
the registration multiplied by Zonal Winter Weather Adjustment Factor minus winter Firm 
Service level and then the result is multiplied by the loss factor. The Nominated Value for 
Limited Demand Resources, Extended Summer Demand Resources, Base Capacity Demand 
Resources, Summer Period Demand Resources, and Annual Demand Resources without a 
Capacity Performance Commitment shall be total peak load contribution for the customers on the 
registration minus the nominated summer Firm Service Level multiplied by the loss factor. 
 
The Nominated Value for a Guaranteed Load Drop customer for Annual Demand Resources 
with a Capacity Performance commitment will be the lessor of the summer and winter 
guaranteed load drop amount, adjusted for system losses, as established by the customer’s 
contract with the Curtailment Service Provider. The Nominated Value for a Guaranteed Load 
Drop customer for Limited Demand Resources, Extended Summer Demand Resources, Base 
Capacity Demand Resources, Summer Period Demand Resources, and Annual Demand 
Resources without a Capacity Performance Commitment will be the summer guaranteed load 
drop amount, adjusted for system losses, as established by the customer’s contract with the 
Curtailment Service Provider. The maximum value nominated for any Demand Resoruce shall 
not exceed the customer’s Peak Load Contribution. 
 
Prior to June 1, 2016, the Nominated Value for a Legacy Direct Load Control program will be 
based on load research and customer subscription.  The maximum value of the program is equal 
to the approved per-participant load reduction multiplied by the number of active participants, 
adjusted for system losses. The per-participant impact is to be estimated at long-term average 
local weather conditions at the time of the summer peak.  
 
Customer-specific Demand Resource information (EDC account number, peak load contribution, 
Winter Peak Loaad, notification period, etc.) will be entered into the designated PJM electronic 
system to establish nominated values.  Additional data may be required, as defined in sections J 
and K and the PJM Manuals. 
 
 J. Nominated Values shall be reviewed based on documentation of customer-
specific data and Demand Resource information, to verify the amount of load management 
available and to set a maximum allowable Nominated Value.  Data is provided by both the zone 
EDC and the Curtailment Service Provider on templates supplied by PJM, and must include the 
EDC meter number or other unique customer identifier, Peak Load Contribution (5CP), Winter 
Peak Load, contract firm service level or guaranteed load drop values, applicable loss factor, 
zone/area location of the load drop, number of active participants, etc.  Such data must be 
uploaded and approved prior to the first day of the Delivery Year for such resource as a Demand 
Resource.  Curtailment Service Providers must provide this information concurrently to host 
EDCs. 
 
For Firm Service Level and Guaranteed Load Drop customers, the 5CP values, for the zone and 
affected customers, will be adjusted to reflect an “unrestricted” peak for a zone, based on 
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information provided by the Curtailment Service Provider.  Load drop levels shall be estimated 
in accordance with guidelines in the PJM Manuals. 
 
Prior to June 1, 2016, for Legacy Direct Load Control programs, the Curtailment Service 
Provider must provide information detailing the number of active participants in each program. 
Other information on approved LDLC programs will be provided by PJM. 
 
 K. Compliance is the process utilized to review Provider performance during PJM-
initiated Demand Resource events and Curtailment Service Provider initiated tests. Compliance 
will be established for each Provider on an event specific basis for the Curtailment Service 
Provider’s Demand Resources dispatched by the Office of the Interconnection during such event. 
PJM will establish and communicate reasonable deadlines for the timely submittal of event data 
to expedite compliance reviews.  Compliance reviews will be completed as soon after the event 
as possible, with the expectation that reviews of a single event will be completed within two 
months of the end of the month in which the event took place.  Curtailment Service Providers are 
responsible for the submittal of compliance information to PJM for each PJM-initiated event and 
Curtailment Service Provider initiated test during the compliance period.   
 
Compliance is measured for Market Participant Bonus Performance, as applicable, and Non-
Performance Charges.  Non-Performance Charges are assessed for the defined obligation period 
of each Demand Resource as defined in Article 1, subject to the following requirements:   
 
Prior to June 1, 2016, compliance for Legacy Direct Load Control programs will consider only 
the transmission of the control signal.  Curtailment Service Providers are required to report the 
time period (during the Demand Resource event) that the control signal was actually sent.   
 
Compliance is checked on an individual customer basis for Firm Service Level, by comparing 
actual load during the event to the firm service level.  Current load for a statistical sample of end-
use customers may be used for compliance for residential non-interval metered registrations in 
accordance with the PJM Manuals and subject to PJM approval. Curtailment Service Providers 
must submit actual customer load levels (for the event period) for the compliance report.  
Compliance for FSL will be based on: 

 
Summer (June through October and the following May of a Delivery Year)- End use 
customer’s current Delivery Year peak load contribution (“PLC”) minus the metered load 
(“Load”) multiplied by the loss factor (“LF”). The calculation is represented by: 

 
(PLC) - (Load *LF) 
 

Winter (November through April of a Delivery Year)– End use customer’s Winter 
Peak Load (“WPL”) multiplied by Zonal Winter Weather Adjustment Factor 
(“ZWWAF”) multiplied by LF, minus the metered load (“Load”) multiplied by the LF.  
The calculation is represented by: 

 
(WPL * ZWWAF * LF) – (Load * LF) 
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Compliance is checked on an individual customer basis for Guaranteed Load Drop.  Current load 
for a statistical sample of end-use customers may be used for compliance for residential non-
interval metered registrations in accordance with the PJM Manuals and subject to PJM approval.  
Guaranteed Load Drop compliance will be based on: 
 

(i) the lesser of (a) comparison load used to best represent what the load would have 
been if PJM did not declare a Load Management Event or the CSP did not initiate 
a test as outlined in the PJM Manuals, minus the Load and then multiplied by the 
LF, or (b) For a summer event, the PLC minus the Load multiplied by the LF.  A 
summer load reduction will only be recognized for capacity compliance if the 
Load multiplied by the LF is less than the PLC. For a non-summer event, the 
WPL multiplied the ZWWAF multiplied by LF,  minus the Load multiplied by 
the LF. A non-summer load reduction will only be recognized for capacity 
compliance if the Load multiplied by the LF is less than the WPL multiplied by 
the ZWWAF multiplied by LF. 

  

(ii) Curtailment Service Providers must submit actual loads and comparison loads for 
all hours during the day of the Load Management Event or the Load Management 
performance test, and for all hours during any other days as required by the Office 
of the Interconnection to calculate the load reduction.  Comparison loads must be 
developed from the guidelines in the PJM Manuals, and note which method was 
employed. 

(iii) Methodologies for establishing comparison load for Guaranteed Load Drop end-
use customers are described in greater detail in Manual M-19, PJM Manual for 
Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines. 

 
Compliance is averaged over the Load Management Event for non-interval metered LDLC 
programs, prior to June 1, 2016.  Compliance is averaged over the Load Management Event for 
Demand Resource without a Capacity Performance commitment or on an hourly basis for 
Demand Resources with a Capacity Performance commitment, for each FSL and GLD customer 
dispatched by the Office of the Interconnection, for at least 30 minutes of the clock hour (i.e., 
“partial dispatch compliance hour”).  The registered capacity commitment for the partial dispatch 
compliance hour will be prorated based on the number of minutes dispatched during the clock 
hour and as defined in the Manuals.  Curtailment Service Provider may submit 1 minute load 
data for use in capacity compliance calculations for partial dispatch compliance hours subject to 
PJM approval and in accordance with the PJM Manuals where: (a) metering meets all Tariff and 
Manual requirements, (b) 1 minute load data shall be submitted to PJM for all locations on the 
registration, and (c) 1 minute load data measures energy consumption over the minute. 
 
For all Delivery Years: 
   
 
Demand Resources may not reduce their load below zero (i.e., export energy into the system). 
No compliance credit will be given for an incremental load drop below zero.  Compliance will be 
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totaled over all FSL and GLD customers and LDLC programs (prior to June 1, 2016) to 
determine a net compliance position for the event for each Provider by Zone, for all Demand 
Resources committed by such Provider and dispatched by the Office of the Interconnection in the 
zone.  Deficiencies shall be as further determined in accordance with section 11 of Schedule DD 
to the PJM Tariff. 
 
 L. Energy Efficiency Resources 
 
  1. An Energy Efficiency Resource is a project, including installation of more 
efficient devices or equipment or implementation of more efficient processes or systems, 
exceeding then-current building codes, appliance standards, or other relevant standards, designed 
to achieve a continuous (during peak summer and winter periods as described herein) reduction 
in electric energy consumption at the End-Use Customer's retail site that is not reflected in the 
peak load forecast prepared for the Delivery Year for which the Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, without any 
requirement of notice, dispatch, or operator intervention. 
 
  2. An Energy Efficiency Resource may be offered as a Capacity Resource in 
the Base Residual or Incremental Auctions for any Delivery Year beginning on or after June 1, 
2011.  No later than 30 days prior to the auction in which the resource is to be offered, the 
Capacity Market Seller shall submit to the Office of the Interconnection a notice of intent to offer 
the resource into such auction and a measurement and verification plan.  The notice of intent 
shall include all pertinent project design data, including but not limited to the peak-load 
contribution of affected customers, a full description of the equipment, device, system or process 
intended to achieve the load reduction, the load reduction pattern, the project location, the project 
development timeline, and any other relevant data. Such notice also shall state the seller’s 
proposed Nominated Energy Efficiency Value.   
 
• For Delivery Years through May 31, 2018 for all Energy Efficiency Resources not 
committed as a Capacity Performance Resource, the seller’s proposed Nominated Energy 
Efficiency Value shall be the expected average load reduction between the hour ending 15:00 
EPT and the hour ending 18:00 EPT during all days from June 1 through August 31, inclusive, of 
such Delivery Year that is not a weekend or federal holiday; 
 
• For the 2018/2019 and 2019/2020 Delivery Years, the seller’s proposed Nominated 
Energy Efficiency Value for any Base Capacity Energy Efficiency Resource shall be the 
expected average load reduction between the hour ending 15:00 EPT and the hour ending 18:00 
EPT during all days from June 1 through August 31, inclusive, of such Delivery Year that is not 
a weekend or federal holiday; and 
 
 
• For the 2018/2019 Delivery Year and subsequent Delivery Years and for any Annual 
Energy Efficiency Resource committed as a Capacity Performance Resource for the 2016/2017 
and 2017/2018 Delivery Years, the seller’s proposed Nominated Energy Efficiency Value for 
any Annual Energy Efficiency Resources, shall be the expected average load reduction, for all 
days from June 1 through August 31, inclusive, of such Delivery Year that is not a weekend or 
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federal holiday, between the hour ending 15:00 EPT and the hour ending 18:00 EPT.  In 
addition, the expected average load reduction for all days from January 1 through February 28, 
inclusive, of such Delivery Year that is not a weekend or federal holiday, between the hour 
ending 8:00 EPT and the hour ending 9:00 EPT and between the hour ending 19:00 EPT and the 
hour ending 20:00 EPT shall not be less than the Nominated Energy Efficiency Value; and 
 
• For the 2020/2021 Delivery Year and subsequent Delivery Years, the seller’s proposed 
Nominated Energy Efficiency Value for any Summer-Period Energy Efficiency Resource shall 
be the expected average load reduction between the hour ending 15:00 EPT and the hour ending 
18:00 EPT during all days from June 1 through August 31, inclusive, of such Delivery Year that 
is not a weekend or federal holiday. 
 
The measurement and verification plan shall describe the methods and procedures, consistent 
with the PJM Manuals, for determining the amount of the load reduction and confirming that 
such reduction is achieved.  The Office of the Interconnection shall determine, upon review of 
such notice, the Nominated Energy Efficiency Value that may be offered in the Reliability 
Pricing Model Auction. 
 
  3.  An Energy Efficiency Resource may be offered with a price offer or as 
Self-Supply.  If an Energy Efficiency Resource clears the auction, it shall receive the applicable 
Capacity Resource Clearing Price, subject to section 5 below.  A Capacity Market Seller offering 
an Energy Efficiency Resource must comply with all applicable credit requirements as set forth 
in Attachment Q to the PJM Tariff.  For Delivery Years through May 31, 2018, or for FRR 
Capacity Plans for Delivery Years through May 31, 2019, the Unforced Capacity value of an 
Energy Efficiency Resource offered into an RPM Auction shall be the Nominated Energy 
Efficiency value times the DR Factor and the Forecast Pool Requirement.  For the 2018/2019 
Delivery Year and subsequent Delivery Years, or for FRR Capacity Plans for the 2019/2020 
Delivery Year and subsequent Delivery Years, the Unforced Capacity value of an Energy 
Efficiency Resource offered into an RPM Auction shall be the Nominated Energy Efficiency 
Value times the Forecast Pool Requirement. 
 
  4. An Energy Efficiency Resource that clears an auction for a Delivery Year 
may be offered in auctions for up to three additional consecutive Delivery Years, but shall not be 
assured of clearing in any such auction; provided, however, an Energy Efficiency Resource may 
not be offered for any Delivery Year in which any part of the peak season is beyond the expected 
life of the equipment, device, system, or process providing the expected load reduction; and 
provided further that a Capacity Market Seller that offers and clears an Energy Efficiency 
Resource in a BRA may elect a New Entry Price Adjustment on the same terms as set forth in 
section 5.14(c) of this Attachment DD. 
 
  5. For every Energy Efficiency Resource clearing an RPM Auction for a 
Delivery Year, the Capacity Market Seller shall submit to the Office of the Interconnection, by 
no later than 30 days prior to each Auction an updated project status and measurement and 
verification plan subject to the criteria set forth in the PJM Manuals.    
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  6. For every Energy Efficiency Resource clearing an RPM Auction for a 
Delivery Year, the Capacity Market Seller shall submit to the Office of the Interconnection, by 
no later than the start of such Delivery Year, an updated project status and detailed measurement 
and verification data meeting the standards for precision and accuracy set forth in the PJM 
Manuals.  The final value of the Energy Efficiency Resource during such Delivery Year shall be 
as determined by the Office of the Interconnection based on the submitted data.   
 
  7. The Office of the Interconnection may audit, at the Capacity Market 
Seller’s expense, any Energy Efficiency Resource committed to the PJM Region. The audit may 
be conducted any time including the Performance Hours of the Delivery Year. 
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6.0 Schedule Of Work. 
 
6.1 Standard Option.   
 
The Transmission Owner shall use Reasonable Efforts to design, engineer, procure, construct 
and install the Direct Assignment Facilities or Customer-Funded Upgrades, identified in 
Appendix I to this Upgrade CSA, in accordance with the Schedule and Scope of Work. 
 
 6.1.1 Negotiated Contract Option. 
 
As an alternative to the Standard Option set forth in Section 6.1 of this Appendix III, the 
Transmission Owner and the New Service Customer may mutually agree to a Negotiated 
Contract Option for the Transmission Owner’s design, procurement, construction and installation 
of the Customer-Funded Upgrades. Under the Negotiated Contract Option, the Upgrade 
Customer and the Transmission Owner may agree to terms different from those included in the 
Standard Option of Section 6.1 above and the corresponding standard terms set forth in the 
applicable provisions of Part VI of the Tariff and this Appendix III. Under the Negotiated 
Contract Option, negotiated terms may include the work schedule applicable to the Transmission 
Owner’s construction activities and changes to same; payment provisions, including the schedule 
of payments; incentives, penalties and/or liquidated damages related to timely completion of 
construction; use of third party contractors; and responsibility for Costs, but only as between the 
Upgrade Customer and the Transmission Owner that are parties to this Upgrade CSA; no other 
New Service Customer’s responsibility for Costs may be affected (Section 217 of the Tariff). No 
other terms of the Tariff or this Appendix III shall be subject to modification under the 
Negotiated Contract Option. The terms and conditions of the Tariff that may be negotiated 
pursuant to the Negotiated Contract Option shall not be affected by use of the Negotiated 
Contract Option except as and to the extent that they are modified by the parties’ agreement 
pursuant to such option. All terms agreed upon pursuant to the Negotiated Contract Option shall 
be stated in full in an appendix to this Upgrade CSA.  
 
6.2 Option to Build. 
 
 6.2.1 Option.   
  
In the event that the New Service Customer and the affected Transmission Owner are unable to 
agree on terms for the construction of facilities required to accommodate the customer’s New 
Service Request by such date as is reasonable in the light of the schedule for construction of such 
facilities, as set forth in the Facilities Study, or if mutually agreed by the New Service Customer 
and the affected Transmission Owner, the New Service Customer shall have the right, but not the 
obligation (“Option to Build”), to design, procure, construct and install all or any portion of the 
Direct Assignment Facilities and/or Customer-Funded Upgrades.  In order to exercise this 
Option to Build, the New Service Customer must provide Transmission Provider and the 
Transmission Owner with written notice of its election to exercise the option and indicate its 
election to exercise the option in this Upgrade CSA. 
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6.2.2 General Conditions Applicable to Option.   
 
In addition to the other terms and conditions applicable to the construction of facilities under this 
Appendix III, the Option to Build is subject to the following conditions: 

 
(a) The New Service Customer must obtain or arrange to obtain all necessary permits 

and authorizations for the construction and installation of the Direct Assignment Facilities or 
Customer-Funded Upgrades that it is building, provided, however, that when the Transmission 
Owner’s assistance is required, the Transmission Owner shall assist the New Service Customer 
in obtaining such necessary permits or authorizations with efforts similar in nature and extent to 
those that the Transmission Owner typically undertakes in acquiring permits and authorizations 
for construction of facilities on its own behalf; 

 
(b) The New Service Customer must obtain all necessary land rights for the 

construction and installation of the Direct Assignment Facilities or Customer-Funded Upgrades 
that it is building, provided, however, that upon New Service Customer’s reasonable request, the 
Transmission Owner shall assist the New Service Customer in acquiring such land rights with 
efforts similar in nature and extent to those that the Transmission Owner typically undertakes in 
acquiring land rights for construction of facilities on its own behalf;  

 
(c) Notwithstanding anything stated herein, each Transmission Owner shall have the 

exclusive right and obligation to perform the line attachments (tie-in work), and to calibrate 
remote terminal units and relay settings, required for the interconnection to such Transmission 
Owner’s existing facilities of any Direct Assignment Facilities or Customer-Funded Upgrades 
that the New Service Customer builds; and 

 
(d) The Direct Assignment Facilities or Customer-Funded Upgrades built by the New 

Service Customer shall be successfully inspected, tested and energized pursuant to Sections 19 
and 20 of this Appendix III. 
 
 6.2.3  Additional Conditions Regarding Network Facilities.   
 
To the extent that the New Service Customer utilizes the Option to Build for design, 
procurement, construction and/or installation of (a) any Merchant Network Upgrades, (b) Local 
Upgrades or Network Upgrades to Transmission System facilities that are in existence or under 
construction by or on behalf of the Transmission Owner on the date that the New Service 
Customer solicits bids under Section 6.2.7 below, or (c) Direct Assignment Facilities or 
Customer-Funded Upgrades that are to be located on land or in right-of-way owned or controlled 
by the Transmission Owner, and in addition to the other terms and conditions applicable to the 
design, procurement, construction and/or installation of facilities under this Appendix III, all 
work shall comply with the following further conditions: 
 

(i) All work performed by or on behalf of the New Service Customer shall be 
conducted by contractors, and using equipment manufacturers or vendors, that are listed on the 
Transmission Owner’s List of Approved Contractors; 
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(ii) The Transmission Owner shall have full site control of, and reasonable access to, 
its property at all times for purposes of tagging or operation, maintenance, repair or construction 
of modifications to, its existing facilities and/or for performing all tie-ins of Direct Assignment 
Facilities or Customer-Funded Upgrades built by or for the New Service Customer; and for 
acceptance testing of any equipment that will be owned and/or operated by the Transmission 
Owner; 

 
(iii) The Transmission Owner shall have the right to have a reasonable number of 

appropriate representatives present for all work done on its property/facilities or regarding the 
Direct Assignment Facilities or Customer-Funded Upgrades, and the right to stop, or to order 
corrective measures with respect to, any such work that reasonably could be expected to have an 
adverse effect on reliability, safety or security of persons or of property of the Transmission 
Owner or any portion of the Transmission System, provided that, unless circumstances do not 
reasonably permit such consultations, the Transmission Owner shall consult with the New 
Service Customer and with Transmission Provider before directing that work be stopped or 
ordering any corrective measures; 

 
(iv) The New Service Customer and its contractors, employees and agents shall 

comply with the Transmission Owner’s safety, security and work rules, environmental guidelines 
and training requirements applicable to the area(s) where construction activity is occurring and 
shall provide all reasonably required documentation to the Transmission Owner, provided that 
the Transmission Owner previously has provided its safety, security and work rules and training 
requirements applicable to work on its facilities to Transmission Provider and the New Service 
Customer within 20 Business Days after a request therefore made by New Service Customer 
following its receipt of the Facilities Study; 

 
(v) The New Service Customer shall be responsible for controlling the performance 

of its contractors, employees and agents; and  
 
(vi) All activities performed by or on behalf of the New Service Customer pursuant to 

its exercise of the Option to Build shall be subject to compliance with Applicable Laws and 
Regulations, including those governing union staffing and bargaining unit obligations, and 
Applicable Standards. 
 
 6.2.4 Administration of Conditions.   
 
To the extent that a Transmission Owner exercises any discretion in the application of any of the 
conditions stated in Sections 6.2.2 and 6.2.3 of this Appendix III, it shall apply each such 
condition in a manner that is reasonable and not unduly discriminatory and it shall not 
unreasonably withhold, condition, or delay any approval or authorization that the New Service 
Customer may require for the purpose of complying with any of those conditions. 
 
 6.2.5  Approved Contractors. 
 

(a) Each Transmission Owner shall develop and shall provide to Transmission 
Provider a List of Approved Contractors. Each Transmission Owner shall include on its List of 
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Approved Contractors no fewer than three contractors and no fewer than three manufacturers or 
vendors of major transmission-related equipment, unless a Transmission Owner demonstrates to 
Transmission Provider’s reasonable satisfaction that it is feasible only to include a lesser number 
of construction contractors, or manufacturers or vendors, on its List of Approved Contractors. 
Transmission Provider shall publish each Transmission Owner’s List of Approved Contractors in 
a PJM Manual and shall make such manual available on its internet website. 

 
(b) Upon request of a New Service Customer, a Transmission Owner shall add to its 

List of Approved Contractors (1) any design or construction contractor regarding which the New 
Service Customer provides such information as the Transmission Owner may reasonably require 
which demonstrates to the Transmission Owner’s reasonable satisfaction that the candidate 
contractor is qualified to design, or to install and/or construct new facilities or upgrades or 
modifications to existing facilities on the Transmission Owner’s system, or (2) any manufacturer 
or vendor of major transmission-related equipment (e.g., high-voltage transformers, transmission 
line, circuit breakers) regarding which the New Service Customer provides such information as 
the Transmission Owner may reasonably require which demonstrates to the Transmission 
Owner’s reasonable satisfaction that the candidate entity’s major transmission-related equipment 
is acceptable for installation and use on the Transmission Owner’s system. No Transmission 
Owner shall unreasonably withhold, condition, or delay its acceptance of a contractor, 
manufacturer, or vendor proposed for addition to its List of Approved Contractors. 
 
 6.2.6 Construction by Multiple New Service Customers:  
 
In the event that there are multiple New Service Customers that wish to exercise an Option to 
Build with respect to facilities of the types described in Section 6.2.3 to this Appendix III, the 
Transmission Provider shall determine how to allocate the construction responsibility among 
them unless they reach agreement among themselves on how to proceed. 
 
 6.2.7 Option Procedures  
 

(a) Within 10 days after notifying Transmission Provider and the  Transmission 
Owner of its election to exercise the Option to Build, New Service Customer shall solicit bids 
from one or more Approved Contractors named on the Transmission Owner’s List of Approved 
Contractors to procure equipment for, and/or to design, construct and/or install, the Direct 
Assignment Facilities or Customer-Funded Upgrades that the New Service Customer seeks to 
build under the Option to Build on terms (i) that will meet the New Service Customer’s proposed 
schedule; (ii) that, if the New Service Customer seeks to have an Approved Contractor construct 
or install Direct Assignment Facilities or Customer-Funded Upgrades, will satisfy all of the 
conditions on construction specified in Sections 6.2..2 and 6.2.3 of this Appendix III; and (iii) 
that will satisfy the obligations of a Constructing Entity (other than those relating to 
responsibility for the costs of facilities) under this Upgrade CSA.   

 
(b) Any additional costs arising from the bidding process or from the final bid of the 

successful Approved Contractor shall be the sole responsibility of the New Service Customer.   
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(c) Upon receipt of a qualifying bid acceptable to it, the New Service Customer shall 
contract with the Approved Contractor that submitted the qualifying bid.  Such contract shall 
meet the standards stated in paragraph (a) of this section. 

 
(d) In the absence of a qualifying bid acceptable to the New Service Customer in 

response to its solicitation, the Transmission Owner(s) shall be responsible for the design, 
procurement, construction and installation of the Direct Assignment Facilities or Customer-
Funded Upgrades in accordance with the Standard Option described in Section 6.2.1 of this 
Appendix III. 
 
 6.2.8 New Service Customer Drawings.   
 
New Service Customer shall submit to the Transmission Owner and Transmission Provider 
initial drawings, certified by a professional engineer, of the Direct Assignment Facilities or 
Customer-Funded Upgrades that New Service Customer arranges to build under the Option to 
Build. The Transmission Owner and Transmission Provider shall review the drawings to assess 
the consistency of New Service Customer’s design of the pertinent Direct Assignment Facilities 
or Customer-Funded Upgrades with Applicable Standards and the Facilities Study. After 
consulting with the Transmission Owner, Transmission Provider shall provide comments on such 
drawings to New Service Customer within sixty days after its receipt thereof, after which time 
any drawings not subject to comment shall be deemed to be approved.  All drawings provided 
hereunder shall be deemed to be Confidential Information. 
 
 6.2.9 Effect of Review.   
 
Transmission Owner's and Transmission Provider’s reviews of New Service Customer's initial 
drawings of the Direct Assignment Facilities and/or Customer-Funded Upgrades that the New 
Service Customer is building shall not be construed as confirming, endorsing or providing a 
warranty as to the fitness, safety, durability or reliability of such facilities or the design thereof.  
At its sole cost and expense, New Service Customer shall make such changes to the design of the 
pertinent Direct Assignment Facilities and/or Customer-Funded Upgrades as may reasonably be 
required by Transmission Provider, in consultation with the Transmission Owner, to ensure that 
the Direct Assignment Facilities or Customer-Funded Upgrades that New Service Customer is 
building meet Applicable Standards and conform with the Facilities Study. 
 
6.3 Revisions to Schedule and Scope of Work.   
 
The Schedule and Scope of Work shall be revised as required in accordance with Transmission 
Provider’s scope change process for projects set forth in the PJM Manuals, or otherwise by 
mutual agreement of the Transmission Provider and Transmission Owner, which agreement shall 
not be unreasonably withheld, conditioned or delayed. 
 
6.4 Suspension.   
 
The following provision applies to New Service Requests which have entered the New Services 
Queue prior to February 1, 2011:  
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New Service Customer shall have the right, upon written notice to Transmission Provider and 
Transmission Owner, to suspend at any time all work by the Transmission Owner associated 
with the construction and installation of the Direct Assignment Facilities and/or Customer-
Funded Upgrades, identified in Appendix I to this Upgrade CSA, required under this Upgrade 
CSA, with the condition that, notwithstanding such suspension, the Transmission System shall 
be left in a safe and reliable condition in accordance with Good Utility Practice and 
Transmission Provider’s safety and reliability criteria. This suspension right permits the New 
Service Customer to request one or more suspensions of work for a cumulative period of up to 
three years for each request. New Service Customer’s notice of suspension shall include an 
estimated duration of the suspension and other information related to the suspension. 
 
The following provision applies to New Service Requests which have entered the New Services 
Queue on or after February 1, 2011:  
 
New Service Customer shall have the right, upon written notice to Transmission Provider and 
Transmission Owner, to suspend at any time all work by the Transmission Owner associated 
with the construction and installation of the Direct Assignment Facilities and/or Customer-
Funded Upgrades, identified in Appendix I to this Upgrade CSA, required under this Upgrade 
CSA, with the condition that, notwithstanding such suspension, the Transmission System shall 
be left in a safe and reliable condition in accordance with Good Utility Practice and 
Transmission Provider’s safety and reliability criteria. This suspension right permits the New 
Service Customer to request one or more suspensions of work for a cumulative period of up to (i) 
three years for a request for which the Transmission Provider determines that such suspension 
would not be deemed a Material Modification, or (ii) one year for a request for which the 
Transmission Provider determines that such suspension would be deemed a Material 
Modification.  New Service Customer’s notice of suspension shall include an estimated duration 
of the suspension and other information related to the suspension. 
 
 6.4.1 Costs.   
 
In the event of a suspension under this section, New Service Customer shall be responsible for 
all reasonable and necessary Cancellation Costs which the Transmission Owner or Transmission 
Provider:  (i) has incurred pursuant to this Upgrade CSA prior to the suspension; and (ii) incurs 
in suspending such work, including any costs incurred to perform such work as may be necessary 
to ensure the safety of persons and property and the integrity of the Transmission System during 
such suspension and, if applicable, any costs incurred in connection with the cancellation or 
suspension of material, equipment and/or labor contracts which Transmission Owner or 
Transmission Provider cannot reasonably avoid; provided, however, that prior to canceling or 
suspending any such material, equipment or labor contract, the Transmission Owner or 
Transmission Provider, as the case may be, shall obtain New Service Customer’s authorization to 
do so.  Upon the request of the New Service Customer, the Transmission Owner shall provide an 
estimate of the Cancellation Costs.  Transmission Provider shall invoice New Service Customer 
for Cancellation Costs for which the customer is liable under this section.  Transmission Owner 
and Transmission Provider shall use due diligence to minimize Cancellation Costs in the event of 
a suspension of work. 
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 6.4.2 Duration of Suspension.   
 
If the Transmission Owner suspends work on the Direct Assignment Facilities and/or Customer-
Funded Upgrades required under this Upgrade CSA pursuant to this Section 6.4.2, and the New 
Service Customer has not requested Transmission Provider and the Transmission Owner to 
recommence the work required under the applicable agreement(s) on or before the expiration of 
the time period allowed under this Section 6.4 following commencement of such suspension, 
then this Upgrade CSA shall terminate.  The suspension time period shall begin on the date of 
the New Service Customer’s written notice of suspension to Transmission Provider and 
Transmission Owner. 
 



 
 
 
 
 
 

Section(s) of the  
PJM Operating Agreement  

 
(Clean Format) 
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1. DEFINITIONS 
 
Unless the context otherwise specifies or requires, capitalized terms used in this Agreement shall 
have the respective meanings assigned herein or in the Schedules hereto, or in the PJM Tariff or 
RAA if not otherwise defined in this Agreement, for all purposes of this Agreement (such 
definitions to be equally applicable to both the singular and the plural forms of the terms 
defined).  Unless otherwise specified, all references herein to Sections, Schedules, Exhibits or 
Appendices are to Sections, Schedules, Exhibits or Appendices of this Agreement.  As used in 
this Agreement: 
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Definitions C - D 
 
Capacity Resource: 
 
“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Catastrophic Force Majeure: 
 
“Catastrophic Force Majeure” shall not include any act of God, labor disturbance, act of the 
public enemy, war, insurrection, riot, fire, storm or flood, explosion, or Curtailment, order, 
regulation or restriction imposed by governmental, military or lawfully established civilian 
authorities, unless as a consequence of any such action, event, or combination of events, either 
(i) all, or substantially all, of the Transmission System is unavailable, or (ii) all, or substantially 
all, of the interstate natural gas pipeline network, interstate rail, interstate highway or federal 
waterway transportation network serving the PJM Region is unavailable.  The Office of the 
Interconnection shall determine whether an event of Catastrophic Force Majeure has occurred for 
purposes of this Agreement, the PJM Tariff, and the Reliability Assurance Agreement, based on 
an examination of available evidence.  The Office of the Interconnection’s determination is 
subject to review by the Commission. 
 
Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc. 
 
Cold/Warm/Hot Start-up Time: 
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 
engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup. 
 
Cold Weather Alert: 
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“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions. 
 
Compliance Monitoring and Enforcement Program:  
 
“Compliance Monitoring and Enforcement Program” shall mean the program to be used by the 
NERC and the Regional Entities to monitor, assess and enforce compliance with the NERC 
Reliability Standards.  As part of a Compliance Monitoring and Enforcement Program, NERC 
and the Regional Entities may, among other things, conduct investigations, determine fault and 
assess monetary penalties. 
 
Congestion Price: 
 
“Congestion Price” shall mean the congestion component of the 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 Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Consolidated Transmission Owners Agreement: 
 
“Consolidated Transmission Owners Agreement” shall mean the agreement dated as of 
December 15, 2005, by and among the Transmission Owners and by and between the 
Transmission Owners and PJM Interconnection, L.L.C. 
 
Control Area: 
 
“Control Area” shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common automatic generation 
control scheme is applied in order to: 
 
(a) match the power output of the generators within the electric power system(s) and energy 
purchased from entities outside the electric power system(s), with the load within the electric 
power system(s); 
 
(b) maintain scheduled interchange with other Control Areas, within the limits of Good 
Utility Practice; 
 
(c) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and each Applicable Regional 
Entity;  
 
(d) maintain power flows on transmission facilities within appropriate limits to preserve 
reliability; and 
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(e) provide sufficient generating capacity to maintain operating reserves in accordance with 
Good Utility Practice. 
 
Control Zone: 
 
“Control Zone” shall mean one Zone or multiple contiguous Zones, as designated in the PJM 
Manuals. 
 
Coordinated External Transaction: 
 
“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13 and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Coordinated Transaction Scheduling: 
 
“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Counterparty: 
“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right and not 
as an agent, to an agreement or transaction with Market Participants or other entities, including the 
agreements and transactions with customers regarding transmission service and other transactions 
under the PJM Tariff and this Operating Agreement.  PJMSettlement shall not be a counterparty to (i) 
any bilateral transactions between Members, or (ii) any Member’s self-supply of energy to serve its 
load, or (iii) any Member’s self-schedule of energy reported to the extent that energy serves that 
Member’s own load.   

 
Credit Breach: 
 
“Credit Breach” is the status of a Participant that does not currently meet the requirements of 
Tariff, Attachment Q or other provisions of the Agreements. 
 
CTS Enabled Interface: 
 
“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”), designated in Schedule A to the Joint Operating Agreement 
Among and Between New York Independent System Operator Inc. and PJM Interconnection, 
L.L.C. (PJM Rate Schedule FERC No. 45). 
 
CTS Interface Bid: 



 

Page 494 

 
“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
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, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand. 
 
Day-ahead Congestion Price: 
 
“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market. 
 
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 
Operating Agreement, Schedule 1, section 1.10, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Loss Price: 
 
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 
 
Day-ahead Prices: 
 
“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market. 
 
Day-ahead Scheduling Reserves: 
 
“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 
ReliabilityFirst Corporation and SERC. 
 
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 
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Operating Agreement, Schedule 1, section 1.10, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Scheduling Reserves Requirement: 
 
“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 
Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement. 
 
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. 
 
Day-ahead System Energy Price: 
 
“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market. 
 
Decrement Bid: 
 
“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market. 
 
Default Allocation Assessment: 
 
“Default Allocation Assessment” shall mean the assessment determined pursuant to Operating 
Agreement, section 15.2.2. 
 
Demand Bid: 
 
“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.   
 
Demand Bid Limit: 
 
“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-
Appendix.    
 
Demand Bid Screening: 
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“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit,  and rejected if they would exceed that limit, as determined 
pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix. 
 
Demand Resource: 
 
“Demand Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Designated Entity: 
 
“Designated Entity” shall mean an entity, including an existing Transmission Owner or 
Nonincumbent Developer, designated by the Office of the Interconnection with the responsibility 
to construct, own, operate, maintain, and finance Immediate-need Reliability Projects, Short-term 
Projects, Long-lead Projects, or Economic-based Enhancements or Expansions pursuant to 
Operating Agreement, Schedule 6, section 1.5.8. 

Direct Load Control: 
 
“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions.  
 
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. 
 
Dynamic Schedule: 
 
“Dynamic Schedule” shall have the same meaning set forth in the NERC Glossary of Terms 
Used in NERC Reliability Standards. 
 
Dynamic Transfer: 
 
“Dynamic Transfer” shall mean a Pseudo-Tie or Dynamic Schedule. 
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Definitions E - F 
 
Economic-based Enhancement or Expansion: 
 
“Economic-based Enhancement or Expansion” shall mean an enhancement or expansion 
described in Section 1.5.7(b) (i) – (iii) of Schedule 6 of the Operating Agreement that is designed 
to relieve transmission constraints that have an economic impact. 
 
Economic Load Response Participant: 
 
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies 
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff, 
Attachment K-Appendix to participate in the PJM Interchange Energy Market and/or Ancillary 
Services markets through reductions in demand. 
 
Economic Maximum: 
 
“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM 
market systems by a Market Participant, that a unit can achieve while following economic 
dispatch. 
 
Economic Minimum: 
 
“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM 
market systems by a Market Participant, that a unit can achieve while following economic 
dispatch. 
 
Effective Date: 
 
“Effective Date” shall mean August 1, 1997, or such later date that FERC permits the Operating 
Agreement to go into effect. 
 
Effective FTR Holder: 
 
“Effective FTR Holder” shall mean: 
 

(i) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or 
electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with 
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common 
ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or 
indirectly, the management or policies of the FTR Holder; or  

 
(ii) For an FTR Holder that is a publicly traded company including a wholly owned 
subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate, 
subsidiary or parent of the FTR Holder, any other PJM Member has over 10% common 
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ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to 
influence, directly or indirectly, the management or policies of the FTR Holder; or  

 
(iii)  an FTR Holder together with any other PJM Member, including also any Affiliate, 
subsidiary or parent of such other PJM Member, with which it shares common ownership, 
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a 
joint venture). 

 
Electric Distributor: 
 
“Electric Distributor” shall mean a Member that:  1) owns or leases with rights equivalent to 
ownership electric distribution facilities that are used to provide electric distribution service to 
electric load within the PJM Region; or 2) is a generation and transmission cooperative or a joint 
municipal agency that has a member that owns electric distribution facilities used to provide 
electric distribution service to electric load within the PJM Region. 
 
Emergency: 
 
“Emergency” shall mean:  (i) an abnormal system condition requiring manual or automatic 
action to maintain system frequency, or to prevent loss of firm load, equipment damage, or 
tripping of system elements that could adversely affect the reliability of an electric system or the 
safety of persons or property; or (ii) a fuel shortage requiring departure from normal operating 
procedures in order to minimize the use of such scarce fuel; or (iii) a condition that requires 
implementation of emergency procedures as defined in the PJM Manuals. 
 
Emergency Load Response Program: 

“Emergency Load Response Program” shall mean the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during emergency conditions, and is described in Operating Agreement, 
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix.  

 
End-Use Customer: 
 
“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PJM 
Region.  A Member that is a retail end-user that owns generation may qualify as an End-Use 
customer if:  (1) the average physical unforced capacity owned by the Member and its affiliates 
in the PJM region over the five Planning Periods immediately preceding the relevant Planning 
Period does not exceed the average PJM capacity obligation for the Member and its affiliates 
over the same time period; or (2) the average energy produced by the Member and its affiliates 
within the PJM region over the five Planning Periods immediately preceding the relevant 
Planning Period does not exceed the average energy consumed by that Member and its affiliates 
within the PJM region over the same time period.  The foregoing notwithstanding, taking retail 
service may not be sufficient to qualify a Member as an End-Use Customer. 
 
Energy Market Opportunity Cost: 
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“Energy Market Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of available run hours 
due to limitations imposed on the unit by Applicable Laws and Regulations and (b) the 
forecasted future hourly Locational Marginal Price at which the generating unit could run while 
not violating such limitations.  Energy Market Opportunity Cost therefore is the value associated 
with a specific generating unit’s lost opportunity to produce energy during a higher valued period 
of time occurring within the same compliance period, which compliance period is determined by 
the applicable regulatory authority and is reflected in the rules set forth in PJM Manual 15.  
Energy Market Opportunity Costs shall be limited to those resources which are specifically 
delineated in Schedule 2 of the Operating Agreement. 
 
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 
Ancillary Services markets as a Market Seller. 
 
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. 
 
Extended Primary Reserve Requirement: 
 
“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a 
Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under emergency 
conditions necessary to address operational uncertainty.  The Extended Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals.  
 
Extended Synchronized Reserve Requirement: 
 
“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve 
Requirement in a Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under 
emergency conditions necessary to address operational uncertainty. The Extended Synchronized 
Reserve Requirement is calculated in accordance with the PJM Manuals. 
 
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. 
 
External Resource: 
 
“External Resource” shall mean a generation resource located outside the metered boundaries of 
the PJM Region. 
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FERC: 
 
“FERC” shall mean the Federal Energy Regulatory Commission or any successor federal 
agency, commission or department exercising jurisdiction over the Operating Agreement. 
 
Finance Committee: 
 
“Finance Committee” shall mean the body formed pursuant to Operating Agreement, section 
7.5.1. 
 
Financial Transmission Right: 
 
“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2, and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Obligation: 
 
“Financial Transmission Right Obligation” shall mean a right to receive Transmission 
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the 
parallel provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Option: 
 
“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Form 715 Planning Criteria: 
 
“Form 715 Planning Criteria” shall mean individual Transmission Owner FERC-filed planning 
criteria as described in Operating Agreement, Schedule 6, section 1.2(e) and filed with FERC 
Form No. 715 and posted on the PJM website. 
 
FTR Holder: 
 
“FTR Holder” shall mean the PJM Member that has acquired and possesses an FTR. 
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Definitions M - N 
 
Maintenance Adder:   
 
“Maintenance Adder” shall mean an adder that may be included to account for variable operation 
and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 
calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 
expenses incurred as a result of electric production. 
 
Market Buyer:  
 
“Market Buyer” shall mean a Member that has met reasonable creditworthiness standards 
established by the Office of the Interconnection and that is otherwise able to make purchases in 
the PJM Interchange Energy Market. 
 
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. 
 
Market Participant: 
 
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 
Participant, or all three, except when such term is used in Attachment M of the Tariff, in which 
case Market Participant shall mean an entity that generates, transmits, distributes, purchases, or 
sells electricity, ancillary services, or any other product or service provided under the PJM Tariff 
or Operating Agreement within, into, out of, or through the PJM Region, but it shall not include 
an Authorized Government Agency that consumes energy for its own use but does not purchase 
or sell energy at wholesale. 
 
Market Seller: 
 
“Market Seller” shall mean a Member that has met reasonable creditworthiness standards 
established by the Office of the Interconnection and that is otherwise able to make sales in the 
PJM Interchange Energy Market. 
 
Maximum Emergency: 
 
“Maximum Emergency” shall mean the designation of all 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. 
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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. 
 
Maximum Daily Starts: 
 
“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 
started in an Operating Day under normal operating conditions. 
 
Maximum Generation Emergency Alert:  
 
“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 
Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 
customers, and regulators that a Maximum Generation Emergency may be declared, for any 
Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 
Market, for all or any part of such Operating Day. 
 
Maximum Run Time: 
 
“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 
the course of an Operating Day, as measured by PJM’s State Estimator. 
 
Maximum Weekly Starts: 
 
“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 
be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 
operating conditions. 
 
Member: 
 
“Member” shall mean an entity that satisfies the requirements of Operating Agreement, section 
11.6 and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) has 
executed an Additional Member Agreement in the form set forth in Schedule 4 hereof. 
 
Members Committee: 
 
“Members Committee” shall mean the committee specified in Operating Agreement, section 8, 
composed of representatives of all the Members. 
 
Minimum Generation Emergency:  
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“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. 
 
Minimum Down Time: 
 
For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 
the minimum number of hours under normal operating conditions between unit shutdown and 
unit startup, calculated as the shortest time difference between the unit’s generator breaker 
opening and after the unit’s generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 
units, “Minimum Down Time” shall mean the minimum number of hours between the last 
generator breaker opening and after first combustion turbine generator breaker closure, which is 
typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 
 
Minimum Run Time: 
 
For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 
minimum number of hours a unit must run, in real-time operations, from the time after generator 
breaker closure, which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 
State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 
after the first combustion turbine generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 
breaker opening as measured by PJM’s State Estimator. 
 
MISO: 
 
“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 
thereto. 
 
Multi-Driver Project: 
 
“Multi-Driver Project” shall mean a transmission enhancement or expansion that addresses more 
than one of the following:  reliability violations, economic constraints or State Agreement 
Approach initiatives. 
 
NERC: 
 
“NERC” shall mean the North American Electric Reliability Corporation, or any successor 
thereto. 
 
NERC Functional Model: 
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“NERC Functional Model” shall be the set of functions that must be performed to ensure the 
reliability of the electric bulk power system.  The NERC Reliability Standards establish the 
requirements of the responsible entities that perform the functions defined in the Functional 
Model.   
 
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. 
 
NERC Reliability Standards: 
 
“NERC Reliability Standards” shall mean those standards that have been developed by NERC 
and approved by FERC to ensure the reliability of the electric bulk power system. 
 
NERC Rules of Procedure:“NERC Rules of Procedure” shall be the rules and procedures 
developed by NERC and approved by the FERC.  These rules include the process by which a 
responsible entity, who is to perform a set of functions to ensure the reliability of the electric 
bulk power system, must register as the Registered Entity. 
 
Net Benefits Test: 
 
“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 
price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 
resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 
Schedule 1, section 3.3A.4.  
 
Network Resource: 
 
“Network Resource” shall have the meaning specified in the PJM Tariff. 
 
Network Service User: 
 
“Network Service User” shall mean an entity using Network Transmission Service. 
 
Network Transmission Service:  
 
“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner. 
 
New York ISO or NYISO: 
 
“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 
any successor thereto. 



 

Page 505 

 
No-load Cost:  
 
“No-load Cost” shall mean the hourly cost required to create the starting point of a 
monotonically increasing incremental offer curve for a generating unit. 
 
Non-Disclosure Agreement: 
 
“Non-Disclosure Agreement” shall mean an agreement between an Authorized Person and the 
Office of the Interconnection, pursuant to Section 18 of this Agreement, the form of which is 
appended to this Agreement as Schedule 10, wherein the Authorized Person is given access to 
otherwise restricted confidential information, for the benefit of their respective Authorized 
Commission. 
 
Nonincumbent Developer: 
 
“Nonincumbent Developer” shall mean:  (1) a transmission developer that does not have an 
existing Zone in the PJM Region as set forth in Attachment J of the PJM Tariff; or (2) a 
Transmission Owner that proposes a transmission project outside of its existing Zone in the PJM 
Region as set forth in Attachment J of the PJM Tariff. 
 
Non-Regulatory Opportunity Cost: 
 
 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of starts or available 
run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 
to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 
supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  
(b) the forecasted future hourly Locational Marginal Price at which the generating unit could run 
while not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 
associated with a specific generating unit’s lost opportunity to produce energy during a higher 
valued period of time occurring within the same period of time in which the unit is bound by the 
referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 
Opportunity Costs shall be limited to those resources which are specifically delineated in 
Schedule 2 of the Operating Agreement.  
 
Non-Retail Behind The Meter Generation: 
 
“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, and electric distribution companies to serve 
load.  
 
Non-Synchronized Reserve: 
 
“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 
resources that can be converted fully into energy within ten minutes of a request from the Office of 
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the Interconnection dispatcher, and is provided by equipment that is not electrically synchronized to 
the Transmission System. 
 
Non-Synchronized Reserve Event: 
 
“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 
generation resources able and assigned to provide Non-Synchronized Reserve in one or more 
specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output by 
the amount of assigned Non-Synchronized Reserve capability. 
 
Non-Variable Loads: 
 
“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 
section 1.5A.6,  of this Scheduleand the parallel provisions of Tariff, Attachment K-Appendix. 
 
Normal Maximum Generation: 
 
“Normal Maximum Generation” shall mean the highest output level of a generating resource 
under normal operating conditions. 
 
Normal Minimum Generation: 
 
“Normal Minimum Generation” shall mean the lowest output level of a generating resource 
under normal operating conditions. 
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Definitions O - P 
 
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. 
 
Office of the Interconnection: 
 
“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, L.L.C. 
subject to the supervision and oversight of the PJM Board, acting pursuant to the Operating Agreement.  
 
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. 
 
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. 
 
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. 
 
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. 
 
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. 
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Operating Reserve: 
 
“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for 
a specified period of an Operating Day to ensure the reliable operation of the PJM Region, as 
specified in the PJM Manuals. 
 
Original PJM Agreement: 
 
“Original PJM Agreement” shall mean that certain agreement between certain of the Members, 
originally dated September 26, 1956, and as amended and supplemented up to and including 
December 31, 1996, relating to the coordinated operation of their electric supply systems and the 
interchange of electric capacity and energy among their systems. 
 
Other Supplier: 
 
“Other Supplier” shall mean a Member that:  (i) is engaged in buying, selling or transmitting 
electric energy, capacity, ancillatry services, financial transmission rights or other services 
available under PJM’s governing documents in or through the Interconnection or has a good faith 
intent to do so, and; (ii) does not qualify for the Generation Owner, Electric Distributor, 
Transmission Owner or End-Use Customer sectors. 
 
PJM Board: 
 
“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to the Operating 
Agreement, except when such term is being used in Tariff, Attachment M, in which case PJM 
Board shall mean the Board of Managers of PJM or its designated representative, exclusive of 
any members of PJM Management. 
 
PJM Control Area: 
 
“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control Area. 
 
PJM Dispute Resolution Procedures: 
 
“PJM Dispute Resolution Procedures” shall mean the procedures for the resolution of disputes 
set forth in Operating Agreement, Schedule 5. 
 
PJM Governing Agreements: 
 
“PJM Governing Agreements” shall mean the PJM Open Access Transmission Tariff, the 
Operating Agreement, the Consolidated Transmission Owners Agreement, the Reliability 
Assurance Agreement, or any other applicable agreement approved by the FERC and intended to 
govern the relationship by and among PJM and any of its Members. 
 
PJM Interchange: 
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“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to 
the Operating 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. 
 
PJM Interchange Energy Market: 
 
“PJM Interchange Energy Market” shall mean the regional competitive market administered by 
the Office of the Interconnection for the purchase and sale of spot electric energy at wholesale in 
interstate commerce and related services established pursuant to Operating Agreement, Schedule 
1, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
PJM Interchange Export: 
 
“PJM Interchange Export” shall mean the following, as determined in accordance with the 
Schedules to the Operating 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. 
 
PJM Interchange Import: 
 
“PJM Interchange Import” shall mean the following, as determined in accordance with the 
Schedules to the Operating 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. 
 
PJM Manuals:  
 
“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the 
Office of the Interconnection for the operation, planning, and accounting requirements of the 
PJM Region and the PJM Interchange Energy Market. 
 
PJM Market Monitor: 
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“PJM Market Monitor” shall mean the Market Monitoring Unit established under Attachment M 
to the PJM Tariff. 
 
PJM Mid-Atlantic Region: 
 
“PJM Mid-Atlantic Region” shall mean the aggregate of the Transmission Facilities of Atlantic 
City Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light 
Company, Jersey Central Power and Light Company, Mid-Atlantic Interstate Transmission, 
LLC, PECO Energy Company, PPL Electric Utilities Corporation, Potomac Electric Power 
Company, Public Service Electric and Gas Company, and Rockland Electric Company. 
 
PJM Open Access Same-time Information System: 
 
“PJM 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. 
 
PJM Region: 
 
“PJM Region” shall mean the aggregate of the Zones within PJM as set forth in Attachment J to 
the PJM Tariff. 
 
PJMSettlement:  
 
“PJMSettlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor), 
established by PJM as set forth in Section 3.3 of the Operating Agreement.   
 
PJM South Region: 
 
“PJM South Region” shall mean the Transmission Facilities of Virginia Electric and Power 
Company. 
 
PJM Tariff:  
 
“PJM Tariff” or “Tariff” shall mean that certain “PJM Open Access Transmission Tariff”, 
including any schedules, appendices, or exhibits attached thereto, on file with FERC and as 
amended from time to time thereafter. 
 
PJM West Region: 
 
“PJM West Region” shall mean the Zones of Allegheny Power; Commonwealth Edison 
Company (including Commonwealth Edison Co. of Indiana); AEP East Operating Companies; 
The Dayton Power and Light Company; the Duquesne Light Company; American Transmission 
Systems, Incorporated; Duke Energy Ohio, Inc. and Duke Energy Kentucky, Inc. 
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Planning Period: 
 
“Planning Period” shall initially mean the 12 months beginning June 1 and extending through 
May 31 of the following year, or such other period established under the procedures of, as 
applicable, the Reliability Assurance Agreement. 
 
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. 
 
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. 
 
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 Tariff, Part II. 
 
PRD Curve: 
 
“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Provider: 
 
“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Reservation Price: 
 
 “PRD Reservation Price” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
PRD Substation:   
 
“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Pre-Emergency Load Response Program: 
 
“Pre-Emergency Load Response Program” shall be the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during pre-emergency conditions, and is described in Section 8 of Schedule 1 
of the Operating Agreement and the parallel provisions of Section 8 of Attachment K-Appendix 
of the Tariff.  
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President: 
 
“President” shall have the meaning specified in Operating Agreement, section 9.2. 
 
Price Responsive Demand: 
 
“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Primary Reserve: 
 
“Primary Reserve” shall mean the total reserve capability of generation resources that can be 
converted fully into energy or Demand Resources whose demand can be reduced within ten 
minutes of a request from the Office of the Interconnection dispatcher, and is comprised of both 
Synchronized Reserve and Non-Synchronized Reserve. 
 
Primary Reserve Alert: 
 
“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated 
shortage of Operating Reserve capacity for a future critical period. 
 
Primary Reserve Requirement: 
 
“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Primary Reserve, absent any increase to account for 
additional reserves scheduled to address operational uncertainty.  The Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals. 
 
Prohibited Securities: 
 
“Prohibited Securities” shall mean the Securities of a Member, Eligible Customer, or 
Nonincumbent Developer, or their Affiliates, if: 
 
(1) the primary business purpose of the Member or Eligible Customer, or their Affiliates, is to 
buy, sell or schedule energy, power, capacity, ancillary services or transmission services as 
indicated by an industry code within the “Electric Power Generation, Transmission, and 
Distribution” industry group under the North American Industry Classification System 
(“NAICS”) or otherwise determined by the Office of the Interconnection; 
  
(2) the Nonincumbent Developer has been pre-qualified as eligible to be a Designated Entity 
pursuant to Operating Agreement, Schedule 6; 
 
(3) the total (gross) financial settlements regarding the use of transmission capacity of the 
Transmission System and/or transactions in the centralized markets that the Office of the 
Interconnection administers under the Tariff and the Operating Agreement for all Members or 
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Eligible Customers affiliated with the publicly traded company during its most recently 
completed fiscal year is equal to or greater than 0.5% of its gross revenues for the same time 
period; or 
 
(4) the total (gross) financial settlements regarding the use of transmission capacity of the 
Transmission System and/or transactions in the centralized markets that the Office of the 
Interconnection administers under the Tariff and the Operating Agreement for all Members or 
Eligible Customers affiliated with the publicly traded company during the prior calendar year is 
equal to or greater than 3% of the total transactions for which PJMSettlement is a Counterparty 
pursuant to Operating Agreement, section 3.3 for the same time period. 
 
The Office of the Interconnection shall compile and maintain a list of the Prohibited Securities 
publicly traded and post this list for all employees and distribute the list to the Board Members. 
 
Proportional Multi-Driver Project: 
 
“Proportional Multi-Driver Project” shall mean a Multi-Driver Project that is planned as 
described in Operating Agreement, Schedule 6, section 1.5.10(h). 
 
Pseudo-Tie: 
 
“Pseudo-Tie shall have the same meaning set forth in the NERC Glossary of Terms Used in 
NERC Reliability Standards. 
 
Public Policy Objectives: 
 
“Public Policy Objectives” shall refer to Public Policy Requirements, as well as public policy 
initiatives of state or federal entities that have not been codified into law or regulation but which 
nonetheless may have important impacts on long term planning considerations. 
 
Public Policy Requirements: 
 
“Public Policy Requirements” shall refer to policies pursued by:  (a) state or federal entities, 
where such policies are reflected in duly enacted statutes or regulations, including but not limited 
to, state renewable portfolio standards and requirements under Environmental Protection Agency 
regulations; and (b) local governmental entities such as a municipal or county government, 
where such policies are reflected in duly enacted laws or regulations passed by the local 
governmental entity. 
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Definitions S – T 
 

 
Sector Votes: 
 
“Sector Votes” shall mean the affirmative and negative votes of each sector of a Senior Standing 
Committee, as specified in Operating Agreement, section 8.4. 
 
Securities: 
 
“Securities” shall mean negotiable or non-negotiable investment or financing instruments that 
can be sold and bought.  Securities include bonds, stocks, debentures, notes and options. 
 
Senior Standing Committees: 
 
“Senior Standing Committees” shall mean the Members Committee, and the Markets, and 
Reliability Committee, as established in Operating Agreement, sections 8.1 and 8.6.  
 
SERC: 
 
“SERC” or “Southeastern Electric Reliability Council” shall mean the reliability council under 
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January 
14, 1970, or any successor thereto. 
 
Short-term Project: 
 
“Short-term Project” shall mean a transmission enhancement or expansion with an in-service 
date of more than three years but no more than five years from the year in which, pursuant to 
Operating Agreement, Schedule 6 section 1.5.8(c), the Office of the Interconnection posts the 
violations, system conditions, or Public Policy Requirements to be addressed by the 
enhancement or expansion.  
 
Special Member: 
 
“Special Member” shall mean an entity that satisfies the requirements of  Operating Agreement, 
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, or 
the special membership provisions established under the Emergency Load Response and Pre-
Emergency Load Response Programs. 
 
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. 
 
Spot Market Energy: 
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“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJM 
Interchange Energy Market at System Energy Prices determined as specified in Operating 
Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Standing Committees: 
 
“Standing Committees” shall mean the Members Committee, the committees established and 
maintained under Operating Agreement, section 8.6, and such other committees as the Members 
Committee may establish and maintain from time to time. 
 
State: 
 
“State” shall mean the District of Columbia and any State or Commonwealth of the United 
States. 
 
State Certification: 
 
“State Certification” shall mean the Certification of an Authorized Commission, pursuant to 
Operating Agreement, section 18, the form of which is appended to the Operating Agreement as 
Schedule 10A, wherein the Authorized Commission identifies all Authorized Persons employed 
or retained by such Authorized Commission, a copy of which shall be filed with FERC. 
 
State Consumer Advocate: 
 
“State Consumer Advocate” shall mean a legislatively created office from any State, all or any 
part of the territory of which is within the PJM Region, and the District of Columbia established, 
inter alia, for the purpose of representing the interests of energy consumers before the utility 
regulatory commissions of such states and the District of Columbia and the FERC. 
 
State Estimator: 
 
“State Estimator” shall mean the computer model of power flows specified in Operating 
Agreement, Schedule 1, section 2.3, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Station Power: 
 
“Station Power” shall mean energy used for operating the electric equipment on the site of a 
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 compressors at a compressed air energy storage facility; (iv) used for charging an 
Energy Storage Resource or a Capacity Storage Resource; or (v) used in association with 
restoration or black start service. 
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Sub-meter: 
 
“Sub-meter” shall mean a metering point for electricity consumption that does not include all 
electricity consumption for the end-use customer as defined by the electric distribution company 
account number.  PJM shall only accept sub-meter load data from end-use customers for 
measurement and verification of Regulation service as set forth in the Economic Load Response 
rules and PJM Manuals. 
 
Subregional RTEP Project: 
 
“Subregional RTEP Project” shall mean a transmission expansion or enhancement rated below 
230 kV which is required for compliance with the following PJM criteria:  system reliability, 
operational performance or economic criteria, pursuant to a determination by the Office of the 
Interconnection. 
 
Supplemental Project: 
 
“Supplemental Project” shall mean a transmission expansion or enhancement that is not required 
for compliance with the following PJM criteria:  system reliability, operational performance or 
economic criteria, pursuant to a determination by the Office of the Interconnection and is not a 
state public policy project pursuant to Operating Agreement, Schedule 6, section 1.5.9(a)(ii).  
Any system upgrades required to maintain the reliability of the system that are driven by a 
Supplemental Project are considered part of that Supplemental Project and are the responsibility 
of the entity sponsoring that Supplemental Project. 
 
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. 
 
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 in one or more specified Reserve Zones or Reserve Sub-zones, within ten 
minutes, to increase the energy output or reduce load by the amount of assigned or self-
scheduled Synchronized Reserve capability. 
 
Synchronized Reserve Requirement: 
 
“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for 
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additional reserves scheduled to address operational uncertainty.  The Synchronized Reserve 
Requirement is calculated in accordance with the PJM Manuals. 
 
System: 
 
“System” shall mean the interconnected electric supply system of a Member and its 
interconnected subsidiaries exclusive of facilities which it may own or control outside of the 
PJM Region.  Each Member may include in its system the electric supply systems of any party or 
parties other than Members which are within the PJM Region, provided its interconnection 
agreements with such other party or parties do not conflict with such inclusion. 
 
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 from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2, 
and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Target Allocation: 
 
“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in 
Operating Agreement, Schedule 1, section 5.2.3, and the parallel provisions of Tariff, 
Attachment K-Appendix or the allocation of Auction Revenue Rights Credits as set forth in 
Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Third Party Request: 
 
“Third Party Request” shall mean any request or demand by any entity upon an Authorized 
Person or an Authorized Commission for release or disclosure of confidential information 
provided to the Authorized Person or Authorized Commission by the Office of the 
Interconnection or PJM Market Monitor.  A Third Party Request shall include, but shall not be 
limited to, any subpoena, discovery request, or other request for confidential information made 
by any: (i) federal, state, or local governmental subdivision, department, official, agency or 
court, or (ii) arbitration panel, business, company, entity or individual. 
 
Tie Line: 
 
“Tie Line” shall have the same meaning provided in the Open Access Transmission Tariff. 
 
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 
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transmission losses, which shall be calculated and allocated as specified in Operating Agreement, 
Schedule 1, section 5.1, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Transmission Congestion Credit: 
 
“Transmission Congestion Credit” shall mean the allocated share of total Transmission 
Congestion Charges credited to each FTR Holder, calculated and allocated as specified in 
Section 5.2. 
 
Transmission Customer: 
 
“Transmission Customer” shall have the meaning set forth in the PJM Tariff. 
 
Transmission Facilities: 
 
“Transmission Facilities” shall mean facilities that:  (i) are within the PJM Region; (ii) meet the 
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have 
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (iii) 
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated 
with the PJM Region transmission system and integrated into the planning and operation of the 
PJM Region to serve all of the power and transmission customers within the PJM Region. 
 
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. 
 
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. 
 
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. 
 
Transmission Loss Charge: 
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“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 
from a generation resource to load as specified in Operating Agreement, Schedule 1, section 5, 
and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Transmission Owner: 
 
“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to 
ownership Transmission Facilities and is a signatory to the PJM Transmission Owners 
Agreement.  Taking transmission service shall not be sufficient to qualify a Member as a 
Transmission Owner. 
 
Transmission Owner Upgrade: 
 
“Transmission Owner Upgrade” shall mean an upgrade to a Transmission Owner’s own 
transmission facilities, which is an improvement to, addition to, or replacement of a part of, an 
existing facility and is not an entirely new transmission facility. 
 
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 Operating Agreement, Schedule 1, and the parallel provisions of Tariff, Attachment 
K-Appendix, or the PJM Manuals. 
 
Turn Down Ratio: 
 
“Turn Down Ratio” shall mean the ratio of a generating unit’s economic maximum megawatts to 
its economic minimum megawatts. 
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14B.1 Billing Procedure:   
 
PJMSettlement shall issue bills and billing statements pursuant to the provisions in this section 14B 
on behalf of itself and as agent for the Office of the Interconnection, as applicable.  Payment of bills 
pursuant to this section 14B shall be made for the benefit of PJMSettlement and the Office of the 
Interconnection, as applicable.   
 
(a)  Monthly Bills.   By the fifth Business Day of each month, PJM Settlement, in its own name 
and as agent for the Office of the Interconnection, as applicable, shall issue a bill to Members and 
other entities for monthly activity and detailing the charges and credits for all services furnished 
under this Agreement, the PJM Tariff and any service or rate schedule during the preceding 
month (“billing month”), excluding amounts billed pursuant to weekly bills for activity during 
the preceding month.   
 
(b)  Weekly Bills.  By 5:00 p.m. Eastern Prevailing Time each Tuesday (or Wednesday in the 
event that a Tuesday is a holiday), PJMSettlement, in its own name and as agent for the Office of 
the Interconnection, as applicable, will issue a weekly bill to Members and other entities for all 
activity for certain services furnished under this Agreement, the PJM Tariff and any service or 
rate schedule for the days of the billing month during the week ending the prior Wednesday.  The 
services for which such weekly bills shall be issued are set forth in PJM Manual 29.   
 
(c)  Billing Statement.  PJMSettlement, in its own name and as agent for the Office of the 
Interconnection, as applicable, shall provide Members and other entities with billing statements at 
the time of issuance of the monthly and weekly bills, reflecting, in the form and manner set forth 
in PJM Manuals, the Member’s or other entity’s activity during the billing month and amounts 
due, net of activity previously billed.  
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14B.2 Payments:   
 
(a)  Monthly Bills.  Net amounts due to PJMSettlement, in its own name or as agent for the LLC, as 
applicable, pursuant to a monthly bill shall be due and payable by the Member or other entity no 
later than noon Eastern Prevailing Time on the due date of the first weekly bill issued for activity 
in the month that the monthly bill is issued. It is possible, due to the timing of holidays, that the 
billing and payment cycle for monthly bills stated here would call for payment of a monthly bill 
on a Friday that occurs less than three Business Days after the issuance of the bill by PJM.  
Where this occurs, the payment period of the monthly bill will be extended such that payment 
will be due when payment for the second weekly bill is due. 
 
(b)  Weekly Bills.  Net amounts due to PJMSettlement, in its own name or as agent for the LLC, as 
applicable, pursuant to a weekly bill shall be due and payable by the Member or other entity no 
later than noon Eastern Prevailing Time on the third Business Day following the issuance of the 
weekly bill.  Weekly bills issued after 5:00 p.m. Eastern Prevailing Time shall be considered to 
be issued the following Business Day.  
 
 (i)  Municipal Electric Systems. 
 

Recognizing that municipal electric systems may, at times, face unique circumstances 
that could temporarily prevent their ability to make payments on a weekly bill issued 
pursuant to Section 14B.1 when due, the LLC may allow a municipal electric system to 
make arrangements with PJM whereby PJM would extend trade credit to the municipal 
electric system sufficient to enable it to make payment on a weekly bill  provided that the 
following conditions are met: 
 

(a) the LLC determines, in its sole discretion, that it has sufficient excess working 
capital available to complete financial settlement with other market participants; 
 
(b) the municipal electric system reimburses PJM for the actual cost of such 
working capital; 
 
(c) the municipal electric system provides PJM with a binding representation that 
it has all legal right and authority to enter into the arrangement with PJM; 
 
(d) PJMSettlement will continue to issue weekly bills to the municipal electric 
system in accordance with Section 14B.1 above and the municipal electric system 
will make payment as due under the weekly bills using the proceeds it obtains 
under its arrangement with PJM.  Reimbursement of these amounts, including 
PJM’s actual costs of working capital, shall be due from the municipal electric 
system at the time payment is due for the invoice issued under Section 14B.2(a); 
 
(e) the aggregate of all financed amounts and accrued obligations shall not exceed 
the Working Credit Limit available to the municipal electric system; 
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(f) the municipal electric system provides the LLC with at least one week of 
notice (though PJM may waive this provision), and; 
 
(g) the accumulated duration of such postponed payments shall not exceed three 
months in a rolling twelve-month period. 

 
PJM may terminate this payment option at any time it determines its excess working 
capital is no longer sufficient to allow further or continued extension financing.  In such 
cases, PJM shall attempt to give five Business Days, but not less than three Business 
Days notice to the affected municipal electric system, and may call for immediate 
reimbursement of any outstanding amounts owed by the municipal electric system.   

 
(c)  Form of Payments.  All payments tendered in satisfaction of a Member’s or other entity’s 
obligations to PJMSettlement or the LLC shall be made in the form of immediately available 
funds payable to PJMSettlement, or by wire transfer to a bank named by PJMSettlement.   
 
(d)  Payments by PJMSettlement.  Unless delayed by unforeseen events, payments made by 
PJMSettlement, in its own name or as agent for the LLC, for amounts due to Members and other 
entities shall be paid no later than 5:00 p.m. Eastern Prevailing Time on the Business Day 
following the payment due date for net amounts owed to PJMSettlement, in its own name or as 
agent for the LLC, as specified above.   
 
(e)  Payment Calendar.  A comprehensive billing and settlement calendar will be posted on the 
LLC’s website prior to March 31 for the upcoming June – May annual period to communicate 
the schedule of holidays for settlement and billing purposes. 
 
(f)  Late Payments.  In the event that a Member, or other entity, is delinquent in paying the 
amount set forth in its weekly or monthly bill two or more times within any rolling twelve (12) 
month period, PJMSettlement, in its own name or s agent for the LLC, may assess, in addition to 
the interest on each late payment as provided for in Section 7.2 of this Tariff, a late payment 
charge for a second and any subsequent failure to pay on time during such twelve (12) month 
period (a “Late Payment Charge”).  The applicable Late Payment Charge will be assessed in an 
amount equal to the greater of:  (i) two percent (2%) of the total amount set forth in the monthly 
or weekly bill that the Transmission Customer or other entity has been late in paying, or (ii) 
$1,000; up to a maximum of $100,000 per late bill payment.  For the sole purpose of application 
of this Section 7.1A(f), weekly and monthly bills that are due on the same date shall be 
considered to be one bill; moreover, the term “on time” shall mean payment received on the date 
due; and “delinquent” shall mean any payment received on a day subsequent to the date due. 
 
Late Payment Charges that are collected pursuant to this Section 7.1A(f) shall be credited to 
PJMSettlement administrative costs and will be included in any applicable stated rate refund 
calculations as contemplated under Schedule 9 of this Tariff.
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15.1 Failure to Meet Obligations. 
 
15.1.1 Termination of Market Buyer Rights. 
 
The Office of the Interconnection shall terminate a Market Buyer’s right to make purchases from 
the PJM Interchange Energy Market, the PJM Capacity Credit Market or any other market 
operated by PJM if it determines that the Market Buyer does not continue to meet the obligations 
set forth in this Agreement, including but not limited to the obligation to be in compliance with 
PJM’s creditworthiness requirements and the obligation to make timely payment, provided that 
the Office of the Interconnection has notified the Market Buyer of any such deficiency and 
afforded the Market Buyer a reasonable opportunity to cure pursuant to Section 15.1.3.  The 
Office of the Interconnection shall reinstate a Market Buyer’s right to make purchases from the 
PJM Interchange Energy Market and PJM Capacity Credit Market upon demonstration by the 
Market Buyer that it has come into compliance with the obligations set forth in this Agreement. 
 
15.1.2 Termination of Market Seller Rights. 
 
The Office of the Interconnection shall not accept offers from a Market Seller that has not 
complied with the prices, terms, or operating characteristics of any of its prior scheduled 
transactions in the PJM Interchange Energy Market, unless such Market Seller has taken 
appropriate measures to the satisfaction of the Office of the Interconnection to ensure future 
compliance. 
 
15.1.2A  Close Out and Liquidation of Member Financial Transmission   Rights  
 
The Office of the Interconnection shall close out and liquidate all of a Member’s current and 
forward Financial Transmission Rights positions if it determines the Member (i) no longer meets 
PJM’s creditworthiness requirements, or (ii) fails to make timely payment when due under the 
PJM Operating Agreement or PJM Tariff, in each case following any opportunity given to cure 
the deficiency.  Financial Transmission Rights shall be closed out and liquidated pursuant to 
Schedule 1, Section 7.3.9 of the PJM Operating Agreement and the Appendix to Attachment K, 
Section 7.3.9 of the PJM Tariff. 
 
15.1.2A(1):  Allocation of Costs and Proceeds Resulting from Liquidation 
 
The liquidation of the defaulting Member’s Financial Transmission Rights portfolio shall result 
in a final liquidated settlement amount.  The final liquidated settlement amount may be 
aggregated with any other amounts owed by the defaulting Member to the Office of the 
Interconnection and may be set off by the Office of the Interconnection against any amounts 
owed by the Office of the Interconnection to the defaulting Member for purposes of determining 
the proper Default Allocation Assessment pursuant to the provisions of Section 15.2.2.   Any 
payments made to a party purchasing some or all of a liquidated portfolio shall be net of that 
party’s charge resulting from a Default Allocation Assessment.     
 
15.1.3 Payment of Bills. 
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A Member shall make full and timely payment, in accordance with the terms specified by the 
Office of the Interconnection, of all bills rendered in connection with or arising under or from 
this Agreement, any service or rate schedule, any tariff, or any services performed by the Office 
of the Interconnection or transactions with PJMSettlement, notwithstanding any disputed 
amount, but any such payment shall not be deemed a waiver of any right with respect to such 
dispute.  Any Member that fails to make full and timely payment to PJMSettlement (of amounts 
owed either directly to PJMSettlement or PJMSettlement as agent for the LLC) or otherwise fails 
to meet its financial or other obligations to a Member,  PJMSettlement, or the LLC under this 
Agreement, shall, in addition to any requirement set forth in Section 15.1 and upon expiration of 
the 2-day period specified below be in default.   
 
15.1.4  Breach Notification and Remedy 
 
If the Office of the Interconnection concludes, upon its own initiative or the recommendation of 
or complaint by the Members Committee or any Member, that a Member is in breach of any 
obligation under this Agreement, including, but not limited to, the obligation to make timely 
payment and the obligation to meet PJM’s creditworthiness standards and to otherwise comply 
with PJM’s credit policies, the Office of the Interconnection shall so notify such Member.  The 
notified Member may remedy such asserted breach by:  (i) paying all amounts assertedly due, 
along with interest on such amounts calculated in accordance with the methodology specified for 
interest on refunds in FERC’s regulations at 18 C.F.R. § 35.19a(a)(2)(iii); and (ii) demonstration 
to the satisfaction of the Office of the Interconnection that the Member has taken appropriate 
measures to meet any other obligation of which it was deemed to be in breach; provided, 
however, that any such payment or demonstration may be subject to a reservation of rights, if 
any, to subject such matter to the PJM Dispute Resolution Procedures; and provided, further, that 
any such determination by the Office of the Interconnection may be subject to review by the PJM 
Board upon request of the Member involved or the Office of the Interconnection.   
 
15.1.5 Default Notification and Remedy 
 
If a Member has not remedied a breach by the 2nd Business Day following receipt of the Office 
of the Interconnection’s notice, or receipt of the PJM Board’s decision on review, if applicable, 
then the Member shall be in default and, in addition to such other remedies as may be available 
to the LLC or PJMSettlement: 
 

i) A defaulting Market Participant shall be precluded from buying or selling in the 
PJM Interchange Energy Market, the PJM Capacity Credit Market, or any other 
market operated by PJM until the default is remedied as set forth above; 

 
ii) A defaulting Member shall not be entitled to participate in the activities of any 

committee or other body established by the Members Committee or the Office of 
the Interconnection; and 

 
iii) A defaulting Member shall not be entitled to vote on the Members Committee or 

any other committee or other body established pursuant to this Agreement. 
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iv) PJM shall notify all other members of the default. 
 
15.1.6 Reinstatement of Member Following Default and Remedy 
 
a. A Member that has been declared in default, solely of PJM’s creditworthiness standards, 
or fails to otherwise comply with PJM’s credit policies once within any 12 month period may be 
reinstated in full after remedying such default. 
 
b. A Member that has been declared in default of this Agreement for failing to: (i) make 
timely payments when due once during any prior 12 month period, or (ii) adhere to PJM’s 
creditworthiness standards and credit policies, twice during any prior 12 month period, may be 
subject to the following restrictions: 
 

a) Loss of stakeholder privileges, including voting privileges, for 12 months 
following such default; and 

 
b) Loss of the allowance of unsecured credit for 12 months following such default 

 
c. A Member that has been declared in default of this Agreement for failing to:  (i) make 
timely payments when due twice during any prior 12 month period, or (ii) adhere to PJM’s 
creditworthiness standards and credit policies, three times during any prior 12 month period, 
shall, except as provided for below, not be eligible to be reinstated as a Member to this 
Agreement and its membership rights pursuant to this Agreement shall be terminated in 
accordance with Section 4.1(c) of this Agreement, notwithstanding whether such default has 
been remedied.  Furthermore: 
 

a)  PJMSettlement shall close out and liquidate all of the Member’s current and 
forward positions in accordance with the provisions of this Agreement; and  

 
b)  A Member terminated in accordance with these provisions shall be precluded 

from seeking future membership under this Agreement; 
 
d. A Member may appeal a determination made pursuant to the foregoing procedures 
utilizing PJM’s dispute resolution procedure as set forth in Schedule 5 of this Agreement, 
(provided, however, that a Member’s decision to utilize these procedures shall not operate to stay 
the ability of PJM to exercise any and all of its rights under this Agreement and the PJM Tariff)  
and may be reinstated provided that the Member can demonstrate the following: 
 

a) that it has otherwise consistently complied with its obligations under this 
Agreement and the PJM Tariff; and 

 
b) the failure to comply was not material; and 
 
c) the failure to comply was due in large part to conditions that were not in the 

common course of business.
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18.17 Confidentiality. 
 
18.17.1 Party Access. 
 
(a) No Member shall have a right hereunder to receive or review any documents, data or 
other information of another Member, including documents, data or other information provided 
to the Office of the Interconnection, to the extent such documents, data or information have been 
designated as confidential pursuant to the procedures adopted by the Office of the 
Interconnection and/or the PJM Market Monitor or to the extent that they have been designated 
as confidential by such other Member; provided, however, a Member may receive and review 
any composite documents, data and other information that may be developed based on such 
confidential documents, data or information if the composite does not disclose any individual 
Member’s confidential data or information. 
 
(b) Except as may be provided in this Agreement or in the PJM Open Access Transmission 
Tariff, the Office of the Interconnection shall not disclose to its Members or to third parties, any 
documents, data, or other information of a Member or entity applying for Membership, to the 
extent such documents, data, or other information has been designated confidential pursuant to 
the procedures adopted by the Office of the Interconnection or by such Member or entity 
applying for membership; provided that nothing contained herein shall prohibit the Office of the 
Interconnection from providing any such confidential information to its agents, representatives, 
or contractors to the extent that such person or entity is bound by an obligation to maintain such 
confidentiality; provided further that nothing contained herein shall prohibit the Office of the 
Interconnection from providing Member confidential information to the NERC, any Applicable 
Regional Entity, or to any reliability coordinator, to the extent that (i) the Office of the 
Interconnection determines in its reasonable discretion that the exchange of such information is 
required to enhance and/or maintain reliability within the Members’ Applicable Regional 
Entities and their neighboring Regional Entities, or within the region of any reliability 
coordinator, (ii) such entity is bound by a written agreement to maintain such confidentiality, and 
(iii) the Office of the Interconnection has notified the affected party of its intention to release 
such information no less than five Business Days prior to the release.  The Office of the 
Interconnection, its designated agents, representatives, and contractors shall maintain as 
confidential the electronic tag (“e-Tag”) data of an e-Tag Author or Balancing Authority 
(defined as those terms are used in FERC Order No. 771) to the same extent as Member data 
under this Section 18.17.  Nothing contained herein shall prohibit the Office of the 
Interconnection or its designated agents, representatives, or contractors from providing to 
another Regional Transmission Organization (“RTO”) or Independent System Operator (“ISO”), 
upon their request, the e-Tags of an e-Tag Author or Balancing Authority for intra-PJM Region 
transactions and interchange transactions scheduled to flow into, out of or through the PJM 
Region, to the extent such RTO or ISO has requested such information as part of its investigation 
of possible market violations or market design flaws, and to the extent that such RTO or ISO is 
bound by a tariff provision requiring that the e-Tag data be maintained as confidential or, in the 
absence of a tariff requirement governing confidentiality, a written agreement with the Office of 
the Interconnection consistent with FERC Order No. 771 and any clarifying orders and 
implementing regulations.  The Office of the Interconnection shall collect and use confidential 
information only in connection with its authority under this Agreement and the Open Access 
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Transmission Tariff and the retention of such information shall be in accordance with the Office 
of the Interconnection’s data retention policies. 
 
(c) Nothing contained herein shall prevent the Office of the Interconnection from releasing a 
Member’s confidential data or information to a third party provided that the Member has 
delivered to the Office of the Interconnection and/or the PJM Market Monitor specific, written 
authorization for such release setting forth the data or information to be released, to whom such 
release is authorized, and the period of time for which such release shall be authorized.  The 
Office of the Interconnection shall limit the release of a Member’s confidential data or 
information to that specific authorization received from the Member.  Nothing herein shall 
prohibit a Member from withdrawing such authorization upon written notice to the Office of the 
Interconnection, who shall cease such release as soon as practicable after receipt of such 
withdrawal notice. 
 
(d) Reciprocal provisions to Sections 18.17.1, 18.17.2, 18.17.3, 18.17.4 and 18.17.5 hereof, 
delineating the confidentiality requirements of PJM’s Market Monitoring Unit, are set forth in 
Attachment M – Appendix, section I. 
 
(e) Notwithstanding anything to the contrary in this Agreement or in the PJM Tariff, to allow 
the tracking of Market Participants’ non-aggregated bids and offers over time as required by 
FERC Order No. 719, the Office of the Interconnection shall post on its Web site the non-
aggregated bid data and Offer Data submitted by Market Participants (for participation on the 
PJM Interchange Energy Market) approximately four months after the bid or offer was submitted 
to the Office of the Interconnection.  However, to protect the confidential, market sensitive 
and/or proprietary bidding strategies of Market Participants as well as the identity of Market 
Participants from being discernible from the published data, the posted information will not 
reveal the (a) name of the resource, (b) characteristics of a specific resource, (c) identity of the 
load, (d) name of the individual or entity submitting the data,  (e) identity of the resource owner, 
or (f) location of the resource at a level lower than its Zone.  The Office of the Interconnection 
also reserves the right to take any other precautionary measures that it deems appropriate to 
preserve the confidential, market sensitive and/or proprietary bidding strategies of Market 
Participants to the extent not specifically set forth herein. 
 
(f) To the extent permitted pursuant to 18 C.F.R. §38.2 (or successor provisions), nothing 
contained herein shall prohibit the Office of the Interconnection from sharing non-public, 
operational information with an interstate natural gas pipeline operator for the purpose of 
promoting reliable service or operational planning.  Further, the Office of the Interconnection 
shall be permitted to share non-public, operational information with natural gas local distribution 
companies and/or intrastate natural gas pipeline operators, as appropriate, for the purpose of 
promoting reliable service or operational planning, provided that such party has acknowledged, 
in writing, that it shall not disclose, or use anyone as a conduit for disclosure of, non-public, 
operational information received from the Office of Interconnection to a third party or in an 
unduly discriminatory or preferential manner or to the detriment of any natural gas and/or 
electric market.  Such non-public, operational information received from natural gas local 
distribution companies and/or intrastate natural gas pipeline operators pursuant to this section 
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will be subject to the confidentiality provisions set forth in this Section 18.17 of the Operating 
Agreement. 
 
18.17.2 Required Disclosure. 
 
(a) Notwithstanding anything in the foregoing Section to the contrary, and subject to the 
provisions of Section 18.17.3, if the Office of the Interconnection is required by applicable law, 
order, or in the course of administrative or judicial proceedings, to disclose to third parties, 
information that is otherwise required to be maintained in confidence pursuant to this 
Agreement, the Office of the Interconnection or its designated agents, representatives, or 
contractors may make disclosure of such information; provided, however, that as soon as the 
Office of the Interconnection learns of the disclosure requirement and prior to it or its designated 
agents, representatives, or contractors making disclosure, the Office of the Interconnection shall 
notify the affected Member or Members of the requirement and the terms thereof and the 
affected Member or Members may direct, at their sole discretion and cost, any challenge to or 
defense against the disclosure requirement.  The Office of the Interconnection shall cooperate 
with such affected Members to the maximum extent practicable to minimize the disclosure of the 
information consistent with applicable law.  The Office of the Interconnection shall cooperate 
with the affected Members to obtain proprietary or confidential treatment of such information by 
the person to whom such information is disclosed prior to any such disclosure. 
 
(b) Nothing in this Section 18.17 shall prohibit or otherwise limit the Office of the 
Interconnection’s use of information covered herein if such information was:  (i) previously 
known to the Office of the Interconnection without an obligation of confidentiality; (ii) 
independently developed by or for the Office of the Interconnection using non-confidential 
information; (iii) acquired by the Office of the Interconnection from a third party which is not, to 
the Office of the Interconnection’s knowledge, under an obligation of confidence with respect to 
such information; (iv) which is or becomes publicly available other than through a manner 
inconsistent with this Section 18.17. 
 
(c) The Office of the Interconnection shall impose on any contractors retained to provide 
technical support or otherwise to assist with the implementation or administration of this 
Agreement or of the Open Access Transmission Tariff a contractual duty of confidentiality 
consistent with this Agreement.  A Member shall not be obligated to provide confidential or 
proprietary information to any contractor that does not assume such a duty of confidentiality, and 
the Office of the Interconnection shall not provide any such information to any such contractor 
without the express written permission of the Member providing the information. 
 
18.17.3 Disclosure to FERC and CFTC. 
 
(a) Notwithstanding anything in this Section to the contrary, if the FERC, the Commodity 
Futures Trading Commission (“CFTC”), or the staff of those commissions, during the course of 
an investigation or otherwise, requests information from the Office of the Interconnection that is 
otherwise required to be maintained in confidence pursuant to this Agreement, the Office of the 
Interconnection shall provide the requested information to the FERC, CFTC or their respective 
staff, within the time provided for in the request for information.  In providing the information to 
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the FERC or its staff, the Office of the Interconnection may request, consistent with 18 C.F.R. §§ 
1b.20 and 388.112, or to the CFTC or its staff, the Office of the Interconnection may request, 
consistent with 17 C.F.R. §§ 11.3 and 145.9, that the information be treated as confidential and 
non-public by the respective commission and its staff and that the information be withheld from 
public disclosure.  The Office of the Interconnection shall promptly notify any affected 
Member(s) if the Office of the Interconnection receives from the FERC, CFTC or their staff 
written notice that the commission has decided to release publicly, or has asked for comment on 
whether such commission should release publicly, confidential information previously provided 
to a commission by the Office of the Interconnection.  
 
(b) Section 18.17.3(a) shall not apply to requests for production of information under Subpart 
D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in proceedings before 
FERC and its administrative law judges.  In all such proceedings, the Office of the 
Interconnection shall follow the procedures in Section 18.17.2.   
 
(c) Pursuant to the FERC Order No. 760, as codified under 18 C.F.R. § 35.28(g)(4), to the 
extent that the Office of the Interconnection already collects such data described in Order No. 
760, the Office of the Interconnection shall electronically deliver to the FERC, on an ongoing 
basis and in a form and manner consistent with its own collection of data and in a form and 
manner acceptable to the FERC, data related to the markets that the Office of the Interconnection 
administers.  Section 18.17.3(a) shall not apply to data supplied to the FERC under this 
subsection (c) to satisfy the FERC Order No. 760 requirements. 
 
(d) Pursuant to the FERC Order No. 771 and any clarifying orders, as codified under 18 
C.F.R. § 366.2(d), the Office of the Interconnection shall ensure that FERC is included as an 
addressee on all e-Tags for transactions that sink within the PJM Region.   
 
18.17.4 Disclosure to Authorized Commissions. 
 
(a) Notwithstanding anything in this section to the contrary, the Office of the Interconnection 
shall disclose confidential information, otherwise required to be maintained in confidence 
pursuant to this Agreement, to an Authorized Commission under the following conditions: 
 

(i) The Authorized Commission has provided the FERC with a properly-
executed Certification in the form attached hereto as Schedule 10A.  Upon 
receipt of the Authorized Commission’s Certification, the FERC shall 
provide public notice of the Authorized Commission’s filing pursuant to 
18 C.F.R. § 385.2009.  If any interested party disputes the accuracy and 
adequacy of the representations contained in the Authorized 
Commission’s Certification, that party may file a protest with the 
Commission within 14 days of the date of such notice, pursuant to 18 
C.F.R. § 385.211.  The Authorized Commission may file a response to any 
such protest within seven days.  Each party shall bear its own costs in 
connection with such a FERC protest proceeding.  If there are material 
changes in law that affect the accuracy and adequacy of the 
representations in the Certification filed with the Commission, the 
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Authorized Commission shall, within thirty (30) days, submit an amended 
Certification identifying such changes.  Any such amended Certification 
shall be subject to the same procedures for comment and review by the 
Commission as set forth above in this paragraph.   

 
The Office of the Interconnection may not disclose data to an Authorized 
Commission during the Commission’s consideration of the Certification 
and any filed protests.  If the Commission does not act upon an Authorized 
Commission’s Certification within 90 days of the date of filing, the 
Certification shall be deemed approved and the Authorized Commission 
shall be permitted to receive confidential information pursuant to this 
section.  In the event that an interested party protests the Authorized 
Commission’s Certification and the Commission approves the 
Certification, that party may not challenge any Information Request made 
by the Authorized Commission on the grounds that the Authorized 
Commission is unable to protect the confidentiality of the information 
requested, in the absence of a showing of changed circumstances. 

 
(ii) Any confidential information provided to an Authorized Commission 

pursuant to this section shall not be further disclosed by the recipient 
Authorized Commission except by order of the Commission. 

 
(iii) The Office of the Interconnection shall be expressly entitled to rely upon 

such Authorized Commission Certifications in providing confidential 
information to the Authorized Commission, and shall in no event be liable, 
or subject to damages or claims of any kind or nature hereunder, due to the 
ineffectiveness or inaccuracy of such Authorized Commission 
Certifications. 

 
(iv) The Authorized Commission may provide confidential information 

obtained from the Office of the Interconnection to such of its employees, 
attorneys and contractors as needed to examine or handle that information 
in the course and scope of their work on behalf of the Authorized 
Commission, provided that (a) the Authorized Commission has internal 
procedures in place, pursuant to the Certification, to ensure that each 
person receiving such information agrees to protect the confidentiality of 
such information (such employees, attorneys or contractors to be defined 
hereinafter as “Authorized Persons”); (b) the Authorized Commission 
provides, pursuant to the Certification, a list of such Authorized Persons to 
the Office of the Interconnection and the PJM Market Monitor and 
updates such list, as necessary, every ninety (90) days; and (c) any third-
party contractors provided access to confidential information sign a non-
disclosure agreement in the form attached hereto as Schedule 10 before 
being provided access to any such confidential information.   
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(v) The Office of the Interconnection shall maintain a schedule of all 
Authorized Persons and the Authorized Commissions they represent, 
which shall be made publicly available on its website, or by written 
request.  Such schedule shall be compiled by the Office of the 
Interconnection, based on information provided by any Authorized 
Commission.  The Office of the Interconnection shall update the schedule 
promptly upon receipt of information from an Authorized Commission, 
but shall have no obligation to verify or corroborate any such information, 
and shall not be liable or otherwise responsible for any inaccuracies in the 
schedule due to incomplete or erroneous information conveyed to and 
relied upon by the Office of the Interconnection in the compilation and/or 
maintenance of the schedule. 

 
(b) The Office of the Interconnection may, in the course of discussions with an Authorized 
Person, orally disclose information otherwise required to be maintained in confidence, without 
the need for a prior Information Request. Such oral disclosures shall provide enough information 
to enable the Authorized Person or the Authorized Commission with which that Authorized 
Person is associated to determine whether additional Information Requests are appropriate.  The 
Office of the Interconnection will not make any written or electronic disclosures of confidential 
information to the Authorized Person pursuant to this Section 18.17.4(b).  In any such 
discussions, the Office of the Interconnection shall ensure that the individual or individuals 
receiving such confidential information are Authorized Persons as defined herein, orally 
designate confidential information that is disclosed, and refrain from identifying any specific 
Affected Member whose information is disclosed.  The Office of the Interconnection shall also 
be authorized to assist Authorized Persons in interpreting confidential information that is 
disclosed. The Office of the Interconnection shall provide any Affected Member with oral notice 
of any oral disclosure immediately, but not later than one (1) Business Day after the oral 
disclosure.  Such oral notice to the Affected Member shall include the substance of the oral 
disclosure, but shall not reveal any confidential information of any other Member and must be 
received by the Affected Member before the name of the Affected Member is released to the 
Authorized Person; provided however, disclosure of the identity of the Affected Party must be 
made to the Authorized Commission with which the Authorized Person is associated within two 
(2) Business Days of the initial oral disclosure. 
 
(c) As regards Information Requests: 
 

(i) Information Requests to the Office of the Interconnection and/or PJM 
Market Monitor by an Authorized Commission shall be in writing, which 
shall include electronic communications, addressed to the Office of the 
Interconnection, and shall: (a) describe the information sought in sufficient 
detail to allow a response to the Information Request; (b) provide a 
general description of the purpose of the Information Request; (c) state the 
time period for which confidential information is requested; and (d) re-
affirm that only Authorized Persons shall have access to the confidential 
information requested.  The Office of the Interconnection shall provide an 
Affected Member with written notice, which shall include electronic 
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communication, of an Information Request by an Authorized Commission 
as soon as possible, but not later than two (2) Business Days after the 
receipt of the Information Request. 

 
(ii) Subject to the provisions of section (c)(iii), the Office of the 

Interconnection shall supply confidential information to the Authorized 
Commission in response to any Information Request within five (5) 
Business Days of the receipt of the Information Request, to the extent that 
the requested confidential information can be made available within such 
period; provided however, that in no event shall confidential information 
be released prior to the end of the fourth (4th) Business Day without the 
express consent of the Affected Member.  To the extent that the Office of 
the Interconnection cannot reasonably prepare and deliver the requested 
confidential information within such five (5) day period, it shall, within 
such period, provide the Authorized Commission with a written schedule 
for the provision of such remaining confidential information.  Upon 
providing confidential information to the Authorized Commission, the 
Office of the Interconnection shall either provide a copy of the 
confidential information to the Affected Member(s), or provide a listing of 
the confidential information disclosed; provided, however, that the Office 
of the Interconnection shall not reveal any Member’s confidential 
information to any other Member. 

 
(iii) Notwithstanding section (c)(ii), above, should the Office of the 

Interconnection or an Affected Member object to an Information Request 
or any portion thereof, any of them may, within four (4) Business Days 
following the Office of the Interconnection’s receipt of the Information 
Request, request, in writing, a conference with the Authorized 
Commission to resolve differences concerning the scope or timing of the 
Information Request; provided, however, nothing herein shall require the 
Authorized Commission to participate in any conference.  Any party to the 
conference may seek assistance from FERC staff in resolution of the 
dispute or terminate the conference process at any time.  Should such 
conference be refused or terminated by any participant or should such 
conference not resolve the dispute, then the Office of the Interconnection 
or the Affected Member may file a complaint with the Commission 
pursuant to Rule 206 objecting to the Information Request within ten (10) 
Business Days following receipt of written notice from any conference 
participant terminating such conference.  Any complaints filed at FERC 
objecting to a particular Information Request shall be designated by the 
party as a “fast track” complaint and each party shall bear its own costs in 
connection with such FERC proceeding. The grounds for such a complaint 
shall be limited to the following: (a) the Authorized Commission is no 
longer able to preserve the confidentiality of the requested information due 
to changed circumstances relating to the Authorized Commission’s ability 
to protect confidential information arising since the filing of or rejection of 
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a protest directed to the Authorized Commission’s Certification; (b) 
complying with the Information Request would be unduly burdensome to 
the complainant, and the complainant has made a good faith effort to 
negotiate limitations in the scope of the requested information; or (c) other 
exceptional circumstances exist such that complying with the Information 
Request would result in harm to the complainant.  There shall be a 
presumption that “exceptional circumstances,” as used in the prior 
sentence, does not include circumstances in which an Authorized 
Commission has requested wholesale market data (or PJM Market 
Monitor workpapers that support or explain conclusions or analyses) 
generated in the ordinary course and scope of the operations of the Office 
of the Interconnection and/or the PJM Market Monitor.  There shall be a 
presumption that circumstances in which an Authorized Commission has 
requested personnel files, internal emails and internal company memos, 
analyses and related work product constitute “exceptional circumstances” 
as used in the prior sentence.  If no complaint challenging the Information 
Request is filed within the ten (10) day period defined above, the Office of 
the Interconnection shall utilize its best efforts to respond to the 
Information Request promptly.  If a complaint is filed, and the 
Commission does not act on that complaint within ninety (90) days, the 
complaint shall be deemed denied and the Office of Interconnection shall 
use its best efforts to respond to the Information Request promptly.   

 
(iv) Any Authorized Commission may initiate appropriate legal action at 

FERC within ten (10) Business Days following receipt of information 
designated as “Confidential,” challenging such designation.  Any 
complaints filed at FERC objecting to the designation of information as 
“Confidential” shall be designated by the party as a “fast track” complaint 
and each party shall bear its own costs in connection with such FERC 
proceeding.  The party filing such a complaint shall be required to prove 
that the material disclosed does not merit “Confidential” status because it 
is publicly available from other sources or contains no trade secret or other 
sensitive commercial information (with “publicly available” not being 
deemed to include unauthorized disclosures of otherwise confidential 
data). 

 
(d) In the event of any breach of confidentiality of information disclosed pursuant to an 
Information Request by an Authorized Commission or Authorized Person: 
 

(i) The Authorized Commission or Authorized Person shall promptly notify 
the Office of the Interconnection, who shall, in turn, promptly notify any 
Affected Member of any inadvertent or intentional release, or possible 
release, of confidential information provided pursuant to this section. 

 
(ii) The Office of the Interconnection shall terminate the right of such 

Authorized Commission to receive confidential information under this 
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section upon written notice to such Authorized Commission unless: (i) 
there was no harm or damage suffered by the Affected Member; or (ii) 
similar good cause is shown.  Any appeal of the Office of the 
Interconnection’s and/or the PJM Market Monitor’s actions under this 
section shall be to FERC.  An Authorized Commission shall be entitled to 
reestablish its certification as set forth in Section 18.17.4(a) by submitting 
a filing with the Commission showing that it has taken appropriate 
corrective action.  If the Commission does not act upon an Authorized 
Commission's re-certification filing with sixty (60) days of the date of the 
filing, the re-certification shall be deemed approved and the Authorized 
Commission shall be permitted to receive confidential information 
pursuant to this section. 

 
(iii) The Office of the Interconnection and/or the Affected Member shall have 

the right to seek and obtain at least the following types of relief: (a) an 
order from FERC requiring any breach to cease and preventing any future 
breaches; (b) temporary, preliminary, and/or permanent injunctive relief 
with respect to any breach; and (c) the immediate return of all confidential 
information to the Office of the Interconnection. 

 
(iv) No Authorized Person or Authorized Commission shall have 

responsibility or liability whatsoever under this section for any and all 
liabilities, losses, damages, demands, fines, monetary judgments, 
penalties, costs and expenses caused by, resulting from, or arising out of 
or in connection with the release of confidential information to persons not 
authorized to receive it, provided that such Authorized Person is an agent, 
servant, employee or member of an Authorized Commission at the time of 
such unauthorized release.  Nothing in this Section (d)(iv) is intended to 
limit the liability of any person who is not an agent, servant, employee or 
member of an Authorized Commission at the time of such unauthorized 
release for any and all economic losses, damages, demands, fines, 
monetary judgments, penalties, costs and expenses caused by, resulting 
from, or arising out of or in connection with such unauthorized release. 

 
(v) Any dispute or conflict requesting the relief in section (d)(ii) or (d)(iii)(a) 

above, shall be submitted to FERC for hearing and resolution.  Any 
dispute or conflict requesting the relief in section (d)(iii)(c) above may be 
submitted to FERC or any court of competent jurisdiction for hearing and 
resolution. 

 
18.17.5 Disclosure to New York ISO and New York  ISO Market Advisor 

Concerning Facilities in PSE&G Zone.  
 
(a) Subject to the requirements of section 18.17.5(b), the Office of the Interconnection may 
release confidential information of Public Service Electric & Gas Company (“PSE&G”), 
Consolidated Edison Company of New York (“ConEd”), and their affiliates, and the confidential 
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information of any Member regarding generation and/or transmission facilities located within the 
PSE&G Zone to the New York Independent System Operator, Inc. (“New York ISO”), the 
market monitoring unit of the New York ISO and the New York ISO Market Advisor to the 
limited extent that the Office of the Interconnection or its Market Monitoring Unit determines 
necessary to carry out the responsibilities of the Office of the Interconnection, the New York ISO 
and the market monitoring units of the Office of the Interconnection and the New York ISO 
under FERC Opinion No. 476 (see Consolidated Edison Company v. Public Service Electric and 
Gas Company, et al., 108 FERC ¶ 61,120, at P 215 (2004)) to conduct joint investigations to 
ensure that gaming, abuse of market power, or similar activities do not take place with regard to 
power transfers under the contracts that are the subject of FERC Opinion No. 476. 
 
(b) The Office of the Interconnection may release a Member’s confidential information 
pursuant to section 18.17.5(a) to the New York ISO, the market monitoring unit of the New York 
ISO and the New York ISO Market Advisor only if the New York ISO, the market monitoring 
unit of the New York ISO and the New York ISO Market Advisor are subject to obligations 
limiting the disclosure of such information that are equivalent to or greater than the limitations 
on disclosure specified in this section 18.17.  Information received from the New York ISO, the 
market monitoring unit of the New York ISO, or the New York ISO Market Advisor under 
section 18.17.5(a) that is designated as confidential shall be protected from disclosure in 
accordance with this section 18.17. 
 
18.17.6 Disclosure of EMS Data to Transmission Owners on PJM EMS Terminal 
 
(a) While the Office of the Interconnection has overall power system reliability in the Office 
of the Interconnection region, Transmission Owners within the Office of the Interconnection 
region perform certain reliability functions with respect to their individual Transmission 
Facilities and distribution systems.  In order to facilitate reliable operations between the Office of 
the Interconnection and the Transmission Owners, the Office of the Interconnection may, 
without written authorization from any Member, install a read-only terminal in any Transmission 
Owner’s secure control room facility, with access to Office of the Interconnection’s Energy 
Management System (EMS) and its associated data transmission and generation data under the 
terms and conditions set forth in this section 18.17.6.   
 
(b) The data and information produced by the Office of the Interconnection’s EMS are 
confidential and/or commercially sensitive because it will display the real-time status of electric 
transmission lines and generation facilities, the disclosure of which could impact the market and 
the commercial interests of its participants.  In addition, the responsive information will contain 
detailed information about real-time grid conditions, transmission lines, power flows, and 
outages, which may fall within the definition of Critical Energy Infrastructure Information 
(CEII) as set forth in 18 CFR § 388.112.  The Office of the Interconnection shall not release any 
generator cost, price or other market information without written authorization pursuant to 
section § 18.17.1 (c) supra unless otherwise provided for under this Agreement.  The only 
generator information that will be made available on the read-only PJM EMS terminal is real-
time MW/MVAR output and Minimum/Maximum MW Range. 
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(c) The confidential or CEII information provided to the Transmission Owner on a read-only 
PJM EMS terminal shall only be held in the secure control room facility of the Transmission 
Owner.  Such data shall be used for informational and operational purposes within the control 
room by Transmission Function employees as defined in the FERC’s rules and regulations, 18 
C.F.R. § 358.3 (j).  No “screen-scraping” or other data transfer of information from the read-only 
terminal to other Transmission Owner systems or databases shall be permitted.  No storage of 
information from the read-only terminal shall be permitted.  The data shall be held confidential 
within the transmission function environment and not be disclosed to other personnel within the 
Transmission Owners’ company, subsidiaries, marketing organizations, energy affiliates or 
independent third parties.  The Transmission Owner may use the confidential or CEII 
information only for the purpose of performing Transmission Owner’s reliability function and 
shall not otherwise use the confidential information for its own benefit or for the benefit of any 
other person.   
 
(d) In the event of any breach: 
 

(i) The Transmission Owners shall promptly notify the Office of the 
Interconnection, which shall, in turn, promptly notify FERC and any 
Affected Member(s) of any inadvertent or intentional release, or possible 
release, of confidential or CEII information disclosed as provided above. 

 
(ii) The Office of the Interconnection shall terminate all rights of the 

Transmission Owner to receive confidential or CEII information as 
provided in this section 18.17.6; provided, however, that the Office of the 
Interconnection may restore a Transmission Owners’ status after 
consulting with the Affected Member(s) and to the extent that: (a) the 
Office of the Interconnection determines that the disclosure was not due to 
the intentional, reckless or negligent action or omission of the Authorized 
Person; (b) there were no harm or damages suffered by the Affected 
Member(s); or (c) similar good cause shown. Any appeal of the Office of 
the Interconnection’s actions under this section shall be to FERC. 

 
(iii) The Office of the Interconnection and/or the Affected Member(s) shall 

have the right to seek and obtain at least the following types of relief: (a) 
an order from FERC requiring any breach to cease and preventing any 
future breaches; (b) temporary, preliminary, and/or permanent injunctive 
relief and/or damages with respect to any breach; and (c) the immediate 
return of all confidential or CEII information to the Office of the 
Interconnection. 

 
(iv) Any dispute or conflict requesting the relief in section (d)(ii) or (d)(iii)(a) 

above, shall be submitted to FERC for hearing and resolution.  Any 
dispute or conflict requesting the relief in section (d)(iii)(b) and (c) above 
may be submitted to FERC or any court of competent jurisdiction for 
hearing and resolution. 
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18.17.7 Disclosure of Generator Data to Transmission Owners 
 
(a) In order to facilitate reliable operations between the Office of the Interconnection and the 
Transmission Owners, the Office of the Interconnection may, without written authorization from 
any Member, provide to each Transmission Owner upon the Transmission Owner’s request the 
following confidential generator information for any generator that: (1) is or will be modeled 
within the Transmission Owner’s energy management system; or (2) is providing Black Start 
Service to the Transmission Owner: 
 

(i) real-time unit status; 
 
(ii) real-time megawatt output; 
 
(iii) real-time megavolt amperes reactive (“MVAR”); 
 
(iv) the start date, start time, stop date, and stop time for the unit’s scheduled 

outages; and 
 
(v) the unit’s reactive capability curve. 

 
 The Office of the Interconnection will provide such data only where it possesses such 
data.  The Office of the Interconnection shall provide this confidential information only to 
transmission function employees, as transmission function employee is defined in section 18 
C.F.R. § 358 of the FERC rules and regulations. 
 
(b) A Transmission Owner may only use the generator data provided under section 
18.17.7(a) above for the purpose of executing the Transmission Owner’s reliability function and 
transmission function, as transmission function is defined in section 18 C.F.R. § 358 of the 
FERC rules and regulations, and shall not otherwise use the confidential information for its own 
benefit or the benefit of any other person.  A Transmission Owner may disclose the generator 
data obtained under section 18.17.7(a) above only to the Transmission Owner’s transmission 
function employees whose access to such data is necessary to perform the Transmission Owner’s 
transmission functions.  Transmission Owners shall not disclose the generator data obtained 
under section 18.17.7(a) above to any person, including marketing function employees as 
defined in section 18 C.F.R. § 358 of the FERC rules and regulations, except as permitted under 
this section 18.17.7 of this Agreement.   
 
(c) Each Transmission Owner shall protect and keep confidential all the information it 
receives from the Office of the Interconnection pursuant to this section 18.17.7.  It may, copy, 
post, distribute, disclose or disseminate the data obtained pursuant to section 18.17.7(a) above 
only in the following manner.  Each Transmission Owner may make a limited number of copies 
of written or electronic materials to enable the Transmission Owner to adequately use the 
information obtained pursuant to section 18.17.7(a) above within the terms and conditions of this 
section of this Agreement.  If the Transmission Owner prints or electronically conveys any 
information in obtained pursuant to section 18.17.7(a) above, it shall protect each copy in 
accordance with this section 18.17.7 and mark each copy as “Confidential Information.”   
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(d) The Transmission Owner shall destroy all information obtained under section 18.17.7(a) 
above upon the completion of the use of such information for the purpose of performing 
Transmission Owner’s transmission functions, as transmission functions is defined in section 18 
C.F.R. § 358 of the FERC rules and regulations.  
 
(e) A Transmission Owner shall be responsible for the breach of this section 18.17.7 by any 
of its employees or representatives.  In the event of any breach by the Transmission Owner of 
this section 18.17.7 by any of its employees or representatives, section 18.17.6(d) shall apply to 
the release of the confidential information.
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1.5A Economic Load Response Participant. 
 
As used in this section 1.5A, the term “end-use customer” refers to an individual location or 
aggregation of locations that consume electricity as identified by a unique electric distribution 
company account number. 
 
1.5A.1 Qualification. 
 
A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment 
Service Provider that has the ability to cause a reduction in demand as metered on an electric 
distribution company account basis (or for non-interval metered residential Direct Load Control 
customers, as metered on a statistical sample of electric distribution company accounts utilizing 
current data, as described in the PJM Manuals)or has an On-Site Generator that enables demand 
reduction may become an Economic Load Response Participant by complying with the 
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other 
applicable federal, state and local regulatory entities together with this section 1.5A including, 
but not limited to, section 1.5A.3.  A Member or Special Member may aggregate multiple 
individual end-use customer sites to qualify as an Economic Load Response Participant, subject 
to the requirements of Section 1.5A.10. 
 
1.5A.2 Special Member. 
 
Entities that are not Members and desire to participate solely in the Real-time Energy Market by 
reducing demand may become a Special Member by paying an annual membership fee of $500 
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed 
$5,000 in a calendar year.  For entities that become Special Members pursuant to this section, the 
following obligations are waived:  (1) the $1,500 membership application fee set forth in section 
1.4.3 of this Agreement; (ii) liability under section 15.2 of this Agreement for Member defaults; 
(iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control center 
coverage.  In addition, such Members shall not have voting privileges in committees or sector 
designations, and shall not be permitted to form user groups.  On January 1 of a calendar year, a 
Special Member under this section, at its sole election, may become a Member rather than a 
Special Member subject to all rules governing being a Member, including regular application and 
membership fee requirements. 
 
1.5A.3 Registration. 
 
1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services 
Market, Economic Load Response Participants must complete either the Economic Load 
Response or Economic Load Response Regulation Only Registration Form posted on the Office 
of the Interconnection’s website and submit such form to the Office of the Interconnection for 
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set 
forth in the PJM Manuals.  Notwithstanding the below sub-provisions, Economic Load Response 
Regulation Only registrations and Economic Load Response residential customer registrations 
not participating in the Day-ahead Energy Market will not require the identification of the 
relevant Load Serving Entity, nor will such relevant Load Serving Entity be notified of such 
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registration or requested to verify such registration.  All other below sub-provisions apply 
equally to Economic Load Response Regulation Only registrations , and Economic Load 
Response residential customer registrations not participating in the Day-ahead Energy Market,as 
well as Economic Load Response registrations. 
 
 a. For end-use customers of an electric distribution company that distributed more 
than 4 million MWh in the previous fiscal year: 
 

i. After confirming that an entity has met all of the qualifications to be an Economic 
Load Response Participant, the Office of the Interconnection shall notify the relevant 
electric distribution company or Load Serving Entity, as determined based upon the type 
of registration submitted (i.e., either an Economic Load Response registration, Economic 
Load Response residential customer registrations not participating in the Day-ahead 
Energy Market, or an Economic Load Response Regulation Only registration), of an 
Economic Load Response Participant’s registration and request verification as to whether 
the load that may be reduced is subject to another contractual obligation or to laws or 
regulations of the Relevant Electric Retail Regulatory Authority that prohibit or condition 
the end-use customer’s participation in PJM’s Economic Load Response Program.  The 
relevant electric distribution company or Load Serving Entity shall have ten Business 
Days to respond.  A relevant electric distribution company or Load Serving Entity which 
seeks to assert that the laws or regulations of the Relevant Electric Retail Regulatory 
Authority prohibit or condition (which condition the electric distribution company or 
Load Serving Entity asserts has not been satisfied) the end-use customer's participation in 
PJM’s Economic Load Response program shall provide to PJM, within the referenced ten 
Business Day review period, either:  (a) an order, resolution or ordinance of the Relevant 
Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer's 
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal 
counsel attesting to the existence of a regulation or law prohibiting or conditioning the 
end-use customer's participation, or (c) an opinion of the state Attorney General, on 
behalf of the Relevant Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law prohibiting or conditioning the end-use customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution company or 
Load Serving Entity within the referenced ten Business Day review period, the Office of 
the Interconnection shall assume that the load to be reduced is not subject to other 
contractual obligations or to laws or regulations of the Relevant Electric Retail 
Regulatory Authority that prohibit or condition the end-use customer’s participation in 
PJM’s Economic Load Response Program, and the Office of the Interconnection shall 
accept the registration, provided it meets the requirements of this section 1.5A. 

 
 b. For end-use customers of an electric distribution company that distributed 4 
million MWh or less in the previous fiscal year: 
 

i. After confirming that an entity has met all of the qualifications to be an Economic 
Load Response Participant, the Office of the Interconnection shall notify the relevant 
electric distribution company or Load Serving Entity, as determined based upon the type 
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of registration submitted (i.e., either an Economic Load Response registration , Economic 
Load Response residential customer registrations not participating in the Day-ahead 
Energy Market, or an Economic Load Response Regulation Only registration), of an 
Economic Load Response Participant’s registration and request verification as to whether 
the load that may be reduced is permitted to participate in PJM’s Economic Load 
Response Program.  The relevant electric distribution company or Load Serving Entity 
shall have ten Business Days to respond.  If the relevant electric distribution company or 
Load Serving Entity verifies that the load that may be reduced is permitted or 
conditionally permitted (which condition the electric distribution company or Load 
Serving Entity asserts has  been satisfied) to participate in the Economic Load Response 
Program, then the electric distribution company or the Load Serving Entity must provide 
to the Office of the Interconnection within the referenced ten Business Day review period 
evidence from the Relevant Electric Retail Regulatory Authority permitting or 
conditionally permitting the Economic Load Response Participant to participate in the 
Economic Load Response Program.  Evidence from the Relevant Electric Retail 
Regulatory Authority permitting the Economic Load Response Participant to participate 
in the Economic Load Response Program shall be in the form of either: (a) an order, 
resolution or ordinance of the Relevant Electric Retail Regulatory Authority permitting or 
conditionally permitting the end-use customer's participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the existence of 
a regulation or law permitting or conditionally permitting the end-use customer's 
participation, or (c) an opinion of the state Attorney General, on behalf of the Relevant 
Electric Retail Regulatory Authority, attesting to the existence of a regulation or law 
permitting or conditionally permitting the end-use customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution company or 
Load Serving Entity within the referenced ten Business Day review period, the Office of 
the Interconnection shall reject the registration.  If it is able to do so in compliance with 
section 1.5A hereof, including section 1.5A.3, the Economic Load Response Participant 
may submit a new registration for consideration if a prior registration has been rejected 
pursuant to this subsection.  

 
2. In the event that the end-use customer is subject to another contractual obligation, special 
settlement terms may be employed to accommodate such contractual obligation.  The Office of 
the Interconnection shall notify the end-use customer or appropriate Curtailment Service 
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic 
Load Response Participant has or has not met the requirements of this section 1.5A.  An end-use 
customer that desires not to be simultaneously registered to reduce demand under the Emergency 
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
day advance notice to the Office of the Interconnection, may switch its registration for reducing 
demand, if it has been registered to reduce load for 15 consecutive days under its current 
registration. 
 
1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009 
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1. For end-use customers of an electric distribution company that distributed more than 4 
million MWh in the previous fiscal year: 
 
 a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale 
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC ¶ 61,059 
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority 
law or regulation prohibiting or conditioning (which condition the electric distribution company 
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in 
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s 
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be 
deemed to be terminated upon an electric distribution company or Load Serving Entity 
submitting to the Office of the Interconnection either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s 
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law prohibiting or conditioning the end-use 
customer’s participation, or (c) an opinion of the state Attorney General, on behalf of the 
Relevant Electric Retail Regulatory Authority, attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer’s participation. 
 

i. For registrations terminated pursuant to this section, all Economic Load Response 
Participant activity incurred prior to the termination date of the registration shall be 
settled by PJMSettlement in accordance with the terms and conditions contained in the 
PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 
2. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
 
 a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing 
Economic Load Response Participant’s registration submitted to the Office of the 
Interconnection prior to August 28, 2009, will be deemed to be terminated unless an electric 
distribution company or Load Serving Entity verifies that the existing registration is permitted or 
conditionally permitted (which condition the electric distribution company or Load Serving 
Entity asserts has been satisfied) to participate in the Economic Load Response Program and 
provides evidence to the Office of the Interconnection documenting that the permission or 
conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail 
Regulatory Authority.  If the electric distribution company or Load Serving Entity verifies that 
the existing registration is permitted or conditionally permitted (which condition the electric 
distribution company or Load Serving Entity asserts has been satisfied) to participate in the 
Economic Load Response Program, then, within ten Business Days of verifying such permission 
or conditional permission, the electric distribution company or Load Serving Entity must provide 
to the Office of the Interconnection evidence from the Relevant Electric Retail Regulatory 
Authority permitting or conditionally permitting the Economic Load Response Participant to 
participate in the Economic Load Response Program.  Evidence from the Relevant Electric 
Retail Regulatory Authority permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program shall be in the form of either: 
(a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
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permitting or conditionally permitting the end-use customer’s participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s participation, or 
(c) an opinion of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law permitting or conditionally permitting 
the end-use customer’s participation. 
 

i. For registrations terminated pursuant to this section, all Economic Load Response 
Participant activity incurred prior to the termination date of the registration shall 
be settled by PJMSettlement in accordance with the terms and conditions 
contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 
3. All registrations submitted to the Office of the Interconnection on or after August 28, 
2009, including requests to extend existing registrations, will be processed by the Office of the 
Interconnection in accordance with the provisions of section 1.5A, including section 1.5A.3. 
 
1.5A.3. 02 Economic Load Response Regulation Only Registrations. 
 
An Economic Load Response Regulation Only registration allows end-use customer 
participation in the Regulation market only, and may be submitted by a Curtailment Service 
Provider that is different than the Curtailment Service Provider that submits an Emergency Load 
Response Program registration, Pre-Emergency Load Response Program registration or 
Economic Load Response registration for the same end-use customer. An end-use customer that 
is registered as Economic Load Response Regulation Only shall not be permitted to register 
and/or participate in any other Ancillary Service markets at the same time, but may have a 
second, simultaneously existing Economic Load Response registration to participate in the PJM 
Interchange Energy Market as set forth in the PJM Manuals. 
 
1.5A.4 Metering and Electronic Dispatch Signal. 
 
a) The Curtailment Service Provider is responsible for ensuring that end-use customers have 
metering equipment that provides integrated hourly kWh values on an electric distribution 
company account basis. For non-interval metered residential customers not participating in the 
pilot program under section 1.5A.7, the Curtailment Service Provider must ensure that a 
representative sample of residential customers has metering equipment that provides integrated 
hourly kWh values on an electric distribution company account basis, as set forth in the PJM 
Manuals.  The metering equipment shall either meet the electric distribution company 
requirements for accuracy, or have a maximum error of two percent over the full range of the 
metering equipment (including potential transformers and current transformers) and the metering 
equipment and associated data shall meet the requirements set forth herein and in the PJM 
Manuals.  End-use customer reductions in demand must be metered by recording integrated 
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and 
comparing actual metered load to its Customer Baseline Load, calculated pursuant to section 
3.3A of this Schedule, or on an alternative metering basis approved by the Office of the 
Interconnection and agreed upon by all relevant parties, including any Curtailment Service 
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Provider, electric distribution company and end-use customer.  To qualify for compensation for 
such load reductions that are not metered directly by the Office of the Interconnection, hourly 
data reflecting meter readings for each day during which the load reduction occurred and all 
associated days to determine the reduction must be submitted to the Office of the Interconnection 
in accordance with the PJM Manuals within 60 days of the load reduction. 
 
Curtailment Service Providers that have end-use customers that will participate in the Regulation 
market may be permitted to use Sub-metered load data instead of load data at the electric 
distribution company account number level for Regulation measurement and verification as set 
forth in the PJM Manuals and subject to the following:  
 

a. Curtailment Service Providers, must clearly identify for the Office of the 
Interconnection all electrical devices that will provide Regulation and identify all 
other devices used for similar processes within the same Location that will not 
provide Regulation.  The Location must contribute to management of frequency 
control on the PJM electric grid or PJM shall deny use of Sub-metered load data 
for the Location. 

 
b. If the registration to participate in the Regulation market contains an aggregation 

of Locations, the relevant Curtailment Service Provider will provide the Office of 
the Interconnection with load data for each Location’s Sub-meter through an 
after-the-fact load data submission process.   
 

c. The Office of the Interconnection may conduct random, unannounced audits of all  
Locations that are registered to participate in the Regulation market to ensure that 
devices that are registered by the Curtailment Service Providers as providing  
Regulation service are not otherwise being offset by a change in usage of other 
devices within the same Location. 

 
d. The Office of the Interconnection may suspend the Regulation market activity of 

Economic Load Response Participants, including Curtailment Service Providers, 
that do not comply with the Economic Load Response and Regulation market 
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the 
matter to the Independent Market Monitor and/or the Federal Energy Regulatory 
Commission Office of Enforcement.  

 
b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that 
Economic Load Response Participants maintain, the capability to receive and act upon an 
electronic dispatch signal from the Office of the Interconnection in accordance with any 
standards and specifications contained in the PJM Manuals. 
 
1.5A.5 On-Site Generators. 
 
An Economic Load Response Participant that intends to use an On-Site Generator for the 
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent 
to the Office of the Interconnection in writing that it holds all necessary environmental permits 
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applicable to the operation of the On-Site Generator.  Unless notified otherwise, the Office of the 
Interconnection shall deem such representation applies to each time the On-Site Generator is 
used to reduce demand to enable participation in the PJM Interchange Energy Market and that 
the On-Site Generator is being operated in compliance with all applicable permits, including any 
emissions, run-time limits or other operational constraints that may be imposed by such permits. 
 
1.5A.6  Variable-Load Customers. 
 
The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days 
provided by the Market Participant in the registration process; provided, however, that any 
alternative means of making such determination when 60 days of data is not available shall be 
subject to review and approval by the Office of the Interconnection and provided further that 60 
days of hourly load data shall not be required on an individual customer basis for non-interval 
metered residential or Small Commercial Customers that provide Economic Load Response 
through a direct load control program under which an electric distribution company, Load 
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any 
action by such customer to reduce load.  Non-Variable Loads shall be those for which the 
Customer Baseline Load calculation and adjustment methods prescribed by sections 3.3A.2 and 
3.3A.3 result in a relative root mean square hourly error of twenty percent or less compared to 
the actual hourly loads based on the hourly load data provided in the registration process and 
using statistical methods prescribed in the PJM Manuals.  All other loads shall be Variable 
Loads. 
 
1.5A.7 Non-Hourly Metered Customer Pilot. 
 
Non-hourly metered customers may participate in the PJM Interchange Energy Market as  
Economic Load Response Participants on a pilot basis under the following circumstances.  The 
Curtailment Service Provider or PJM must propose an alternate method for measuring hourly 
demand reductions.  The Office of the Interconnection shall approve alternate measurement 
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection 
(“Pilot Period”).  Demand reductions by non-hourly metered customers using alternate 
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of 
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program 
and the PJM Interchange Energy Market or Synchronized Reserve market.  With the sole 
exception of the requirement for hourly metering as set forth in Section 1.5A.4 of this Schedule, 
non-hourly metered customers that qualify as Economic Load Response Participants pursuant to 
this section 1.5A.7 shall be subject to the rules and procedures for participation by Economic 
Load Response Participants in the PJM Interchange Energy Market, including, without 
limitation, the Net Benefits Test and the requirement for dispatch by the Office of the 
Interconnection.  Following completion of a Pilot Period, the alternate method shall be evaluated 
by the Office of the Interconnection to determine whether such alternate method should be 
included in the PJM Manuals as an accepted measurement mechanism for demand reductions in 
the PJM Interchange Energy Market.  
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1.5A.8 Batch Load Demand Resource Provision of Synchronized Reserve or Day-ahead 
Scheduling Reserves. 
 
(a) A Batch Load Demand Resource may provide Synchronized Reserve or Day-ahead 
Scheduling Reserves in the PJM Interchange Energy Market provided it has pre-qualified by 
providing the Office of the Interconnection with documentation acceptable to the Office of the 
Interconnection that shows six months of one minute incremental load history of the Batch Load 
Demand Resource, or in the event such history is unavailable, other such information or data 
acceptable to the Office of the Interconnection to demonstrate that the resource meets the 
definition of “Batch Load Demand Resource” pursuant to section 1.3.1A.001 of this Schedule.  
This requirement is a one-time pre-qualification requirement for a Batch Load Demand 
Resource. 
 
(b) Batch Load Demand Resources may provide up to 20 percent of the total system-wide 
PJM Synchronized Reserve requirement in any hour, or up to 20 percent of the total system-wide 
Day-ahead Scheduling Reserves requirement in any hour; provided, however, that in the event 
the Office of the Interconnection determines in its sole discretion that satisfying 20 percent of 
either such requirement from Batch Load Demand Resources is causing or may cause a 
reliability degradation, the Office of the Interconnection may reduce the percentage of either 
such requirement that may be satisfied by Batch Load Demand Resources in any hour to as low 
as 10 percent.  This reduction will be effective seven days after the posting of the reduction on 
the PJM website.  Notwithstanding anything to the contrary in this Agreement, as soon as 
practicable, the Office of the Interconnection unilaterally shall make a filing under section 205 of 
the Federal Power Act to revise the rules for Batch Load Demand Resources so as to continue 
such reduction.  The reduction shall remain in effect until the Commission acts upon the Office 
of the Interconnection’s filing and thereafter if approved or accepted by the Commission.  
 
(c) A Batch Load Demand Resource that is consuming energy at the start of a Synchronized 
Reserve Event, or, if committed to provide Day-ahead Scheduling Reserves, at the time of a 
dispatch instruction from the Office of the Interconnection to reduce load, shall respond to the 
Office of the Interconnection’s calling of a Synchronized Reserve Event, or to such instruction to 
reduce load, by reducing load as quickly as it is capable and by keeping its consumption at or 
near zero megawatts for the entire length of the Synchronized Reserve Event following the 
reduction, or, in the case of Day-ahead Scheduling Reserves, until a dispatch instruction that load 
reductions are no longer required.  A Batch Load Demand Resource that has reduced its 
consumption of energy for its production processes to minimal or zero megawatts before the start 
of a Synchronized Reserve Event (or, in the case of Day-ahead Scheduling Reserves, before a 
dispatch instruction to reduce load) shall respond to the Office of the Interconnection’s calling of 
a Synchronized Reserve Event (or such instruction to reduce load) by reducing any load that is 
present at the time the Synchronized Reserve Event is called (or at the time of such instruction to 
reduce load) as quickly as it is capable, delaying the restart of its production processes, and 
keeping its consumption at or near zero megawatts for the entire length of the Synchronized 
Reserve Event following any such reduction (or, in the case of Day-ahead Scheduling Reserves, 
until a dispatch instruction that load reductions are no longer required).  Failure to respond as 
described in this section shall be considered non-compliance with the Office of the 
Interconnection’s dispatch instruction associated with a Synchronized Reserve Event, or as 
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applicable, associated with an instruction to a resource committed to provide Day-ahead 
Scheduling Reserves to reduce load. 
 
1.5A.9 Day-ahead and Real-time Energy Market Participation. 
 
Economic Load Response Participants shall be compensated under section 3.3A.5 and 3.3A.6 
only if they participate in the Day-ahead or Real-time Energy Markets as a dispatchable 
resource. 
 
1.5A.10 Aggregation for Economic Load Response Registrations. 
 
The purpose for aggregation is to allow the participation of End-Use Customers in the Energy 
Market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis or can provide less than 0.1 
megawatt of demand response in the Day-Ahead Scheduling Reserve, Synchronized Reserve or 
Regulation  markets when they currently have no alternative opportunity to participate on an 
individual basis. Aggregations pursuant to Section 1.5A.1 shall be subject to the following 
requirements: 
 

i. All End-Use Customers in an aggregation shall be specifically identified; 
 
ii. All End-Use Customers in an aggregation shall be served by the same electric 

distribution company or Load Serving Entity where the electric distribution 
company is the Load Serving Entity for all End-Use Customers in the 
aggregation.  Residential customers that are part of an aggregate that does not 
participate in the Day- Ahead Energy Market do not need to share the same Load 
Serving Entity.  If the aggregation will provide Synchronized Reserves, all 
customers in the aggregation must also be part of the same Synchronized Reserve 
sub-zone; 

 
iii. All End-Use Customers in an aggregation that settle at Transmission Zone, 

existing load aggregate,  or node prices shall be located in the same Transmission 
Zone, existing load aggregate or at the same node, respectively;  

 
iv.  A single CBL for the aggregation shall be used to determine settlements pursuant 

to Sections 3.3A.5 and 3.3A.6;  
 
v. If the aggregation will only provide energy to the market then only one End-Use 

Customer within the aggregation shall have the ability to reduce more than 0.099 
megawatt of load unless the Curtailment Service Provider, Load Serving Entity 
and PJM approve. If the aggregation will provide an Ancillary Service to the 
market then only one End-Use Customer within the aggregation shall have the 
ability to reduce more than 0.099 megawatt of load unless the Curtailment Service 
Provider, Load Serving Entity and PJM approve; 
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vi. Each End-Use Customer site must meet the requirements for market participation 
by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for energy or the 0.1 megawatt minimum load reduction requirement 
for Ancillary Services; and 

 
vii. An End-Use Customer’s participation in the Energy and Ancillary Services 

markets shall be administered under one economic registration. 
 

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations 
The purpose for aggregation is to allow the participation of end-use customers in the Regulation 
market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis. Aggregations pursuant to Section 
1.5A.1 shall be subject to the following requirements: 
 

i. All end-use customers in an aggregation shall be specifically identified; 
ii. All end-use customers in the aggregation must be served by the same electric 

distribution company and must also be part of the same Transmission Zone; and  
iii. Each end-use customer site must meet the requirements for market participation 

by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for Regulation service. 

 
 
1.5A.11 Reporting 
 
(a) PJM will post on its website a report of demand response activity, and will provide a 
summary thereof to the PJM Markets and Reliability Committee on an annual basis. 
 
(b) As PJM receives evidence from the electric distribution companies or Load Serving 
Entities pursuant to section 1.5A.3, PJM will post on its website a list of those Relevant Electric 
Retail Regulatory Authorities that the electric distribution companies or Load Serving Entities 
assert prohibit or condition retail participation in PJM’s Economic Load Response Program 
together with a corresponding reference to the Relevant Electric Retail Regulatory Authority 
evidence that is provided to PJM by the electric distribution companies or Load Serving Entities.
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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 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 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. 
 
(a) In performing 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 each Applicable Regional Entity, (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 
PJM 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 
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 
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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 and 
PJMSettlement 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 interruption of load, Price Responsive Demand, Demand Resources, 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.  Market 
Participants that request additional information or communications system access or connections 
beyond those which are required by the Office of the Interconnection for reliability in the 
operation of the LLC or the Office of the Interconnection, including but not limited to PJMnet or 
Internet SCADA connections, shall be solely responsible for the cost of such additional access 
and connections and for purchasing, leasing, installing and maintaining any associated facilities 
and equipment, which shall remain the property of the Market Participant. 
 
(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 and PJMSettlement 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. 
 
(f) 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 
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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, 
however, no Market Participant shall be required to take any action that is inconsistent with 
Good Utility Practice or applicable law. 
 
(g) 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 PJM Manuals. 
 
 (h) 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 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 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, and as may be further described in the PJM Manuals, 
for the scheduling and completion of transactions in the PJM Interchange Energy Market and the 
maintenance of the reliable operation of the PJM Region, and shall be sufficient to enable (i) a 
Market Seller or an Economic Load Response Participant to perform all 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.  
 
(a) 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 (taking into account any reductions to such requirements in accordance with PRD 
Curves properly submitted by PRD Providers), 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 
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the Joint Operating Agreement between the Midwest Independent Transmission System 
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), the Joint 
Operating Agreement Among and Between New York Independent System Operator Inc. and 
PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 45), 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 PJM 
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 in an hour, shall be calculated by the Office of 
the Interconnection, and collected by PJMSettlement, and the revenues therefrom shall be 
disbursed by PJMSettlement 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.  PJMSettlement shall not be a contracting party with respect to such self-
scheduled or self-supplied transactions. 
 
1.7.9 Delivery to an External Market Buyer. 
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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 PJM 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. 
 
(a) Bilateral Transactions. 
 

(i) 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 InSchedule and ExSchedule tools.   

 
(ii) 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 PJM 
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 or 
be construed to define PJMSettlement as a contracting party to any 
bilateral transactions between Market Participants. 

 
(iii)  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)  All payments and related charges for the energy associated with a bilateral 

contract shall be arranged between the parties to the bilateral contract and 
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shall not be billed or settled by the Office of the Interconnection or 
PJMSettlement.   The LLC, PJMSettlement, and the Members will not 
assume financial responsibility for the failure of a party to perform 
obligations owed to the other party under 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, 

PJMSettlement, 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 
PJMSettlement by the seller under the bilateral contract, as determined by 
the Office of the Interconnection. Upon any default in obligations to the 
LLC or PJMSettlement by a Market Participant, the Office of the 
Interconnection shall (i) not accept any new InSchedule or ExSchedule 
reporting by the Market Participant and (ii) terminate all of the Market 
Participant’s InSchedules and ExSchedules 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 
InSchedules and ExSchedules associated with bilateral contracts between 
buyer and seller previously reported to the Office of the Interconnection.  
PJMSettlement 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 PJMSettlement 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 Dynamic Transfers pursuant to Section 1.12 and that are curtailed or interrupted for any 
reason (except for curtailments or interruptions through 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 from the 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. 
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(d) A Market Seller may self-supply Station Power for its generation facility in accordance 
with the  following provisions: 
 

(i) 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 of a 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. 

 
(ii) 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.  In the 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 II of 
the PJM 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 
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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. 
 
(a)  The Office of the Interconnection, with the assistance of the Members’ dispatchers as it 
may request, shall be responsible for monitoring the operation of the PJM 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 Entity 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 and PJMSettlement 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 in a Control Zone solely to address capacity deficiencies in another 
Control Zone.  This subsection shall be implemented consistent with the North American 
Electric Reliability Council and applicable reliability council standards. 
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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, and for additional 
services they request from the LLC, PJMSettlement or the Office of the Interconnection that are 
not required for the operation of the LLC or 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 PJM 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 conform and comply with this Agreement, NERC operating policies, and 
Applicable Regional Entity 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 
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 of the 
Interconnection Control Center, and each Market Participant hereby consents to such recording. 
 
1.7.17 Operating Reserves. 
 
(a) 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 
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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 in the PJM Manuals.  Reserve levels are probabilistically determined based on the 
season’s historical load forecasting error and forced outage rates. 
 
(c) 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 II.B of Attachment M - Appendix.  A nuclear generation 
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. 
 
(d) PJMSettlement shall be the Counterparty to the purchases and sales of Operating Reserve 
in the PJM Interchange Energy Market. 
 
1.7.18 Regulation. 
 
(a) 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 PJM 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.  
 
(c) The Regulation range of a generation unit or demand resource shall be at least twice the 
amount of Regulation assigned as described in the PJM Manuals. 
 
(d) A resource capable of automatic energy dispatch that is also providing Regulation shall 
have its energy dispatch range reduced by at least twice the amount of the Regulation provided 
with consideration of the Regulation limits of that resource, as specified in the PJM Manuals. 
 
(e) Qualified Regulation must satisfy the measurement and 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 
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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. 
 
(a) Synchronized Reserve can be supplied from non-emergency generation resources and/or 
Demand Resources located within the metered boundaries of the PJM Region.  All on-line non-
emergency generation resources providing energy are deemed to be available to provide Tier 1 
Synchronized Reserve and Tier 2 Synchronized Reserve to the Office of the Interconnection, as 
applicable to the capacity resource’s capability to provide these services.  During periods for 
which the Office of the Interconnection has issued a Primary Reserve Warning, Voltage 
Reduction Warning or Manual Load Dump Warning as described in Section 2.5(d) below, all 
other non-emergency generation capacity resources available to provide energy shall have 
submitted offers for Tier 2 Synchronized Reserves. 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, the Operating 
Agreement and PJM Tariff. 
 
(b) The Office of the Interconnection shall obtain and maintain for each Reserve Zone and 
Reserve Sub-zone an amount of Primary and Synchronized Reserve equal to the respective 
Primary and Synchronized Reserve objectives for such Reserve Zone and Reserve Sub-zone, as 
specified in the PJM Manuals.  The Office of the Interconnection shall create additional Reserve 
Zones or Reserve Sub-zones to maintain the required amount of reserves in a specific geographic 
area of the PJM Region as needed for system reliability.  Such needs may arise due to planned 
and unplanned system events that limit the Office of the Interconnection’s ability to deliver 
reserves to specific geographic area of the PJM Region where reserves are required.   
 
(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. 
 
1.7.19A.01 Non-Synchronized Reserve. 
 
(a) Non-Synchronized Reserve shall be supplied from generation resources located within 
the metered boundaries of the PJM Region.  Resources, the entire output of which has been 
designated as emergency energy, and resources that aren’t available to provide energy, are not 
eligible to provide Non-Synchronized Reserve.  All other non-emergency generation capacity 
resources available to provide energy shall also be available to provide Non-Synchronized 
Reserve, as applicable to the capacity resource’s capability to provide these services.  Generating 
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Market Buyers and Market Sellers offering Non-Synchronized Reserve shall comply with 
applicable standards and requirements for Non-Synchronized Reserve capability and dispatch 
specified in the PJM Manuals, the Operating Agreement and PJM Tariff. 
 
(b) The Office of the Interconnection shall obtain and maintain for each Reserve Zone and 
Reserve Sub-zone an amount of Non-Synchronized Reserve such that the sum of the 
Synchronized Reserve and Non-Synchronized Reserve meets the Primary Reserve objective for 
such Reserve Zone and Reserve Sub-zone, as specified in the PJM Manuals.  The Office of the 
Interconnection shall create additional Reserve Zones or Reserve Sub-zones to maintain the 
required amount of reserves in a specific geographic area of the PJM Region as needed for 
system reliability.  Such needs may arise due to planned and unplanned system events that limit 
the Office of the Interconnection’s ability to deliver reserves to specific geographic area of the 
PJM Region where reserves are required.   
 
(c) The Non-Synchronized Reserve capability of a generation resource shall be the increase 
in energy output achievable by the generation resource within a continuous 10-minute period 
provided that the resource is not synchronized to the system at the initiation of the response. 
 
(d)    The Non-Synchronized Reserve capability of a generation resource shall generally be 
determined based on the startup and notification time, economic minimum and ramp rate of such 
resource submitted in the Real-time Energy Market for the Operating Day.  If the Generating 
Market Buyer or Market Seller offering the Non-Synchronized Reserve can demonstrate to the 
Office of the Interconnection that the Non-Synchronized Reserve capability of a generation 
resource exceeds its calculated value based on market offer data, the Generating Market Buyer or 
Market Seller and the Office of the Interconnection may agree on a different capability to be 
used. 

 
(e)      All Non-Synchronized Reserve offers shall be for $0.00/MWh. 
 
1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and Day-
ahead Scheduling Reserves. 
 
(a) In addition to transactions in the Regulation market, Synchronized Reserve market, Non- 
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, 
Non-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, Non-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 
Markets Gateway tools. 
 
(b) For purposes of clarity, with respect to all bilateral contracts for the physical transfer of 
Regulation, Synchronized Reserve, Non-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 
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further transactions associated with such products or further sale of such Regulation, 
Synchronized Reserve, Non-Synchronized Reserve or Day-ahead Scheduling Reserves in the 
markets for Regulation, Synchronized Reserve, Non-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, Non-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, Non-
Synchronized Reserve or Day-ahead Scheduling Reserves, or otherwise be construed to define 
PJMSettlement as a contracting party to any bilateral transactions between Market Participants. 
 
(c) Market Participants that are parties to bilateral contracts for the purchase and sale and 
physical transfer of Regulation, Synchronized Reserve, Non-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, Non-Synchronized Reserve or Day-ahead Scheduling 
Reserves of the buyer pursuant to such bilateral contracts.   
 
(d) All payments and related charges for the Regulation, Synchronized Reserve, Non-
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, PJMSettlement, 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, 
PJMSettlement, and the Members for the costs of any purchases by the seller under the bilateral 
contract in the markets for Regulation, Synchronized Reserve, Non-Synchronized Reserve or 
Day-ahead Scheduling Reserves used to meet the bilateral contract seller’s obligation to deliver 
Regulation, Synchronized Reserve, Non-Synchronized Reserve or Day-ahead Scheduling 
Reserves under the bilateral contract and for which payment is not made to PJMSettlement by 
the seller under the bilateral contract, as determined by the Office of the Interconnection.  Upon 
any default in obligations to the LLC or PJMSettlement by a Market Participant, the Office of 
the Interconnection shall (i) not accept any new Markets Gateway reporting by the Market 
Participant and (ii) terminate all of the Market Participant’s reporting of Markets Gateway 
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 Markets Gateway schedules associated with bilateral contracts 
between buyer and seller previously reported to the Office of the Interconnection. 
 
(f) Market Participants shall purchase Regulation, Synchronized Reserve, Non-Synchronized 
Reserve or Day-ahead Scheduling Reserves from PJM’s markets for Regulation, Synchronized 
Reserve, Non-Synchronized Reserve  or Day-ahead Scheduling Reserves, in quantities sufficient 
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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, Non-Synchronized Reserve or Day-ahead 
Scheduling Reserves to or from a Market Participant.  
 
1.7.20 Communication and Operating Requirements. 
 
(a) 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, and as may be further described in the PJM Manuals. 
 
(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 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 PJM 
Manuals.  
 
(c) 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 
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 
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desire to purchase; respond to other Office of the Interconnection directives such as those 
required during Emergency operation. 
 
(f) 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.  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 PJM Manuals. 
 
(g) PRD Providers shall be responsible for automation and supervisory control equipment 
that satisfy the criteria set forth in the RAA to ensure automated reductions to their Price 
Responsive Demand in response to price in accordance with their PRD Curves submitted to the 
Office of the Interconnection. 
 
(h) Market Participants engaging in Coordinated External Transactions shall provide to the 
Office of the Interconnection the information required to be specified in a CTS Interface Bid, in 
accordance with the procedures of Section 1.13 of this Schedule 1 of this Agreement. 
 
 



 

Page 564 

1.8 Selection, Scheduling and Dispatch Procedure Adjustment Process. 
 
1.8.1 PJM Dispute Resolution Agreement. 
 
Subject to the condition specified below, any Member adversely affected by a decision of the 
Office of the Interconnection with respect to the operation of the PJM Interchange Energy 
Market, including the qualification of an entity to participate in that market as a buyer or seller, 
may seek such relief as may be appropriate under the PJM Dispute Resolution Procedures on the 
grounds that such decision does not have an adequate basis in fact or does not conform to the 
requirements of this Agreement. 
 
1.8.2 Market or Control Area Hourly Operational Disputes. 
 
(a) Market Participants shall comply with all determinations of the Office of the 
Interconnection on the selection, scheduling or dispatch of resources in the PJM Interchange 
Energy Market, or to meet the operational requirements of the PJM Region.  Complaints arising 
from or relating to such determinations shall be brought to the attention of the Office of the 
Interconnection not later than the end of the fifth Business Day after the end of the Operating 
Day to which the selection or scheduling relates, or in which the scheduling or dispatch took 
place, and shall include, if practicable, a proposed resolution of the complaint.  Upon receiving 
notification of the dispute, the Office of the Interconnection and the Market Participant raising 
the dispute shall exert their best efforts to obtain and retain all data and other information relating 
to the matter in dispute, and to notify other Market Participants that are likely to be affected by 
the proposed resolution.  Subject to confidentiality or other non-disclosure requirements, 
representatives of the Office of the Interconnection, the Market Participant raising the dispute, 
and other interested Market Participants, shall meet within three Business Days of the foregoing 
notification, or at such other or further times as the Office of the Interconnection and the Market 
Participants may agree, to review the relevant facts, and to seek agreement on a resolution of the 
dispute. 
 
(b) If the Office of the Interconnection determines that the matter in dispute discloses a 
defect in operating policies, practices or procedures subject to the discretion of the Office of the 
Interconnection, the Office of the Interconnection shall implement such changes as it deems 
appropriate and shall so notify the Members Committee.  Alternatively, the Office of the 
Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 
 
(c) If  either  the  Office of  the Interconnection, the Market Participant raising the dispute, or 
another affected Market Participant believes that the matter in dispute has not been adequately 
resolved, or discloses a need for changes in standards or policies established in or pursuant to the 
Operating Agreement, any of the foregoing parties may make a written request for review of the 
matter by the Members Committee, and shall include with the request the forwarding party’s 
recommendation and such data or information (subject to confidentiality or other non-disclosure 
requirements) as would enable the Members Committee to assess the matter and the 
recommendation.  The Members Committee shall take such action on the recommendation as it 
shall deem appropriate. 
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(d) Subject to the right of a Market Participant to obtain correction of accounting or billing 
errors, the LLC or a Market Participant shall not be entitled to actual, compensatory, 
consequential or punitive damages, opportunity costs, or other form of reimbursement from the 
LLC or any other Market Participant for any loss, liability or claim, including any claim for lost 
profits, incurred as a result of a mistake, error or other fault by the Office of the Interconnection 
in the selection, scheduling or dispatch of resources. 
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1.9 Prescheduling.   
 
The following procedures and principles shall govern the prescheduling activities necessary to 
plan for the reliable operation of the PJM Region and for the efficient operation of the PJM 
Interchange Energy Market. 
 
1.9.1 Outage Scheduling.  
 
The Office of the Interconnection shall be responsible for coordinating and approving requests 
for outages of generation and transmission facilities as necessary for the reliable operation of the 
PJM Region, in accordance with the PJM Manuals.  The Office of the Interconnection shall 
maintain records of outages and outage requests of these facilities. 
 
1.9.2  Planned Outages. 
 
(a) A Generator Planned Outage shall be included in Generator Planned Outage schedules 
established prior to the scheduled start date for the outage, in accordance with standards and 
procedures specified in the PJM Manuals. 
 
(b) The Office of the Interconnection shall conduct Generator Planned Outage scheduling for 
Generation Capacity Resources in accordance with the Reliability Assurance Agreement and the 
PJM Manuals and in consultation with the Market Sellers owning or controlling the output of 
such resources.  A Market Seller shall not be expected to submit offers for the sale of energy or 
other services, or to satisfy delivery obligations, from all or part of a generation resource 
undergoing an approved Generator Planned Outage.  If the Office of the Interconnection 
determines that approval of a Generator Planned Outage would significantly affect the reliable 
operation of the PJM Region, the Office of the Interconnection may withhold approval or 
withdraw a prior approval.  Approval of a Generator Planned Outage of a Generation Capacity 
Resource shall be withheld or withdrawn only as necessary to ensure the adequacy of reserves or 
the reliability of the PJM Region in connection with anticipated implementation or avoidance of 
Emergency procedures.  The Market Seller shall provide the Office of the Interconnection with 
an estimate of the amount of time it needs to return to service any Generation Capacity Resource 
on Generator Planned Outage that is already underway.  If the Office of the Interconnection 
withholds or withdraws its approval of a Generator Planned Outage, it shall coordinate with the 
Market Seller owning or controlling the resource to reschedule the Generator Planned Outage at 
the earliest practical time.  The Office of the Interconnection shall if possible propose alternative 
schedules with the intent of minimizing the economic impact on the Market Seller of a Generator 
Planned Outage.  
 
(c) The Office of the Interconnection shall conduct Transmission Planned Outage scheduling 
in accordance with procedures specified in the Consolidated Transmission Owners Agreement 
and the PJM Manuals, and in accordance with the following procedures:  
 

(i) Transmission Owners shall use reasonable efforts to submit Transmission Planned 
Outage schedules one year in advance but by no later than the first of the month 
six months in advance of the requested start date for all outages that are expected 
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to exceed five working days duration, with regular (at least monthly) updates as 
new information becomes available. 

 
(ii) If notice of a Transmission Planned Outage is not provided in accordance with the 

requirements in subsection (i) above, and if such outage is determined by the 
Office of the Interconnection to have the potential to cause significant system 
impacts, including but not limited to reliability impacts and transmission system 
congestion, then the Office of the Interconnection may require the Transmission 
Owner to implement an alternative outage schedule to reduce or avoid such 
impacts.  The Office of the Interconnection may, however, if requested by the 
Transmission Owner, dispatch generation or reductions in demand in order to 
avoid implementing an alternative outage schedule for its Transmission Facilities 
to extent consistent with its obligations under the Operating Agreement or PJM 
Tariff and provided the Office of the Interconnection determines that such 
dispatch would not adversely affect reliability in the PJM Region or otherwise not 
be in accordance with Good Utility Practices.  A Transmission Owner that makes 
such a dispatch request pursuant to this section shall be responsible for all 
generation and other costs resulting from its request that would not have been 
incurred had the Office of the Interconnection implemented an alternative outage 
schedule to reduce or avoid reliability and congestion impacts.  The Office of the 
Interconnection may, at the Transmission Owner’s consent, directly assign to the 
Transmission Owner all generation and other costs resulting from the Office of 
the Interconnection’s dispatch of generation or reductions in demand arising from 
outages associated with RTEP upgrades not submitted consistent with the 
timelines set forth in the Tariff and the PJM Operating Agreement and where such 
outage is required to meet the reliability-based in-service date of the RTEP 
upgrade project.   

 
(iii) Transmission Owners shall submit notice of all Transmission Planned Outages to 

the Office of the Interconnection by the first day of the month preceding the 
month the outage will commence, with updates as new information becomes 
available. 

 
(iv) If notice of a Transmission Planned Outage is not provided by the first day of the 

month preceding the month the outage will commence, and if such outage is 
determined by the Office of the Interconnection to have the potential to cause 
significant system impacts, including but not limited to reliability impacts and 
transmission system congestion, then the Office of the Interconnection may 
require the Transmission Owner to implement an alternative outage schedule to 
reduce or avoid such impacts.  The Office of the Interconnection shall perform 
this analysis and notify the Transmission Owner in a timely manner if it will 
require rescheduling of the outage.  The Office of the Interconnection may, 
however, if requested by the Transmission Owner, dispatch generation or 
reductions in demand in order to avoid implementing an alternative outage 
schedule for its Transmission Facilities to extent consistent with its obligations 
under the Operating Agreement or PJM Tariff and provided the Office of the 
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Interconnection determines that such dispatch would not adversely affect 
reliability in the PJM Region or otherwise not be in accordance with Good Utility 
Practices.  A Transmission Owner that makes such a dispatch request pursuant to 
this section shall be responsible for all generation and other costs resulting from 
its request that would not have been incurred had the Office of the 
Interconnection implemented an alternative outage schedule to reduce or avoid 
reliability and congestion impacts.  The Office of the Interconnection may, at the 
Transmission Owner’s consent, directly assign to the Transmission Owner all 
generation and other costs resulting from the Office of the Interconnection’s 
dispatch of generation or reductions in demand arising from outages associated 
with RTEP upgrades not submitted consistent with the timelines set forth in the 
Tariff and the PJM Operating Agreement and where such outage is required to 
meet the reliability-based in-service date of the RTEP upgrade project.  

 
(v) The Office of the Interconnection reserves the right to approve, deny, or 

reschedule any outage deemed necessary to ensure reliable system operations on a 
case by case basis regardless of duration or date of submission. 

 
(vi) The Office of the Interconnection shall post notice of Transmission Planned 

Outages on OASIS upon receipt of such notice from the Transmission Owner; 
provided, however, that the Office of the Interconnection shall not post on OASIS 
notice of any component of a  Transmission Planned Outage to the extent such 
component shall directly reveal a generator outage.  In such cases, the 
Transmission Owner, in addition to providing notice to the Office of the 
Interconnection as required above, concurrently shall inform the affected 
Generation Owner of such outage, limiting such communication to that necessary 
to describe the outage and to coordinate with the Generation Owner on matters of 
safety to persons, facilities, and equipment.  The Transmission Owner shall not 
notify any other Market Participant of such outage and shall arrange any other 
necessary coordination through the Office of the Interconnection. 

 
 In addition, if the Office of the Interconnection determines that transmission maintenance 
schedules proposed by one or more Members would significantly affect the efficient and reliable 
operation of the PJM Region, the Office of the Interconnection may establish alternative 
schedules, but such alternative shall minimize the economic impact on the Member or Members 
whose maintenance schedules the Office of the Interconnection proposes to modify. 
 
(d) The Office of the Interconnection shall coordinate resolution of outage or other planning 
conflicts that may give rise to unreliable system conditions. The Members shall comply with all 
maintenance schedules established by the Office of the Interconnection. 
 
1.9.3 Generator Maintenance Outages. 
 
(a)  A Generator Maintenance Outage may only be scheduled if approved by the Office of the 
Interconnection prior to the requested start date for the outage, in accordance with subsection (b) 
hereof and the standards and procedures specified in the PJM Manuals. 
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(b) The Office of the Interconnection shall schedule Generator Maintenance Outages for 
Generation Capacity Resources in accordance with the procedures specified in the PJM Manuals 
and in consultation with the Market Seller owning or controlling the output of such resources.  
The Office of the Interconnection shall approve requests for Generator Maintenance Outages for 
such a Generation Capacity Resource unless the outage would threaten the adequacy of reserves 
in, or the reliability of, the PJM Region.  A Market Participant shall not be expected to submit 
offers for the sale of energy or other services, or to satisfy delivery obligations, from a generation 
resource undergoing an approved full or partial Generator Maintenance Outage.  If the Office of 
the Interconnection determines that approval of a Generator Maintenance Outage would 
significantly affect the reliable operation of the PJM Region, the Office of the Interconnection 
may withhold approval,  withdraw a prior approval, or rescind a prior approval of a Generator 
Maintenance Outage that is already underway.  Approval of a Generator Maintenance Outage of 
a Generation Capacity Resource shall be withheld or withdrawn only as necessary to ensure the 
adequacy of reserves or the reliability of the PJM Region in connection with anticipated 
implementation or avoidance of Emergency procedures. In addition, if the Office of the 
Interconnection determines that it must rescind its approval of a Generator Maintenance Outage 
that is already underway in order to preserve the reliable operation of the PJM Region, the Office 
of the Interconnection will provide the Market Seller of the Generation Capacity Resource at 
least 72 hours’ notice thereof. The Market Seller shall be required to make the Generation 
Capacity Resource available for normal operation within 72 hours of such notice.  If the 
generator is not made available for normal operation by 72 hours after the notice of the rescission 
of the approval of the Generator Maintenance Outage, for the remaining time the resource 
continues on the outage it shall be deemed to have experienced a Generator Forced Outage.  If 
the Office of the Interconnection withholds, withdraws or rescinds approval of a Generator 
Maintenance Outage, it shall coordinate with the Market Seller owning or controlling the 
resource to reschedule the Generator Maintenance Outage at the earliest practical time. The 
Office of the Interconnection shall, if possible, propose alternative schedules with the intent of 
minimizing the economic impact on the Market Seller of a Generator Maintenance Outage. 
 
1.9.4 Forced Outages. 
 
(a) Each Market Seller that owns or controls a pool-scheduled resource, or Generation 
Capacity Resource whether or not pool-scheduled, shall:  (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any such 
resource as promptly as possible; (ii) provide the Office of the Interconnection with the expected 
date and time that the resource will be made available; and (iii) make a record of the events and 
circumstances giving rise to the Generator Forced Outage.  A Market Seller shall not be expected 
to submit offers for the sale of energy or other services, or satisfy delivery obligations, from a 
generation resource undergoing a Generator Forced Outage.  A Generation Capacity Resource 
committed to PJM loads through an RPM Auction, FRR Capacity Plan, or by designation as a 
replacement resource under Attachment DD of the PJM Tariff, that does not deliver all or part of 
its scheduled energy shall be deemed to have experienced a Generator Forced Outage with 
respect to such undelivered energy, in accordance with standards and procedures for full and 
partial Generator Forced Outages specified in the Reliability Assurance Agreement, and the PJM 
Manuals. 
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(b) The Office of the Interconnection shall receive notification of Forced Transmission 
Outages, and information on the return to service, of Transmission Facilities in the PJM Region 
in accordance with standards and procedures specified in, as applicable, the Consolidated 
Transmission Owners Agreement and the PJM Manuals.  
 
1.9.4A Transmission Outage Acceleration. 
 
(a) Planned Transmission Outages and Forced Transmission Outages otherwise scheduled 
pursuant to sections 1.9.2 and 1.9.4 respectively of this Schedule may be accelerated or 
rescheduled at the request of a Generation Owner or other Market Participant in accordance with 
the terms and conditions of this section 1.9.4A and the PJM Manuals. 
 
(b) Transmission Outages Requiring Coordination With A Specific Generation Owner. 
 

(i) Receipt of Acceleration Request.  Prior to a scheduled Planned 
Transmission Outage associated with the interconnection of a generating 
unit to the Transmission System, the affected Generation Owner may 
request that the outage be accelerated or rescheduled.  Such Acceleration 
Request shall be submitted to the Office of the Interconnection in 
accordance with the procedures set forth in the PJM Manuals. 

 
(ii) Determination to Accommodate Acceleration Request.  Upon receipt of an 

Acceleration Request, the Office of the Interconnection shall notify the 
affected Transmission Owner of such Acceleration Request.  The affected 
Transmission Owner shall determine, in its sole discretion, whether to 
accelerate or reschedule a transmission outage.  In making this 
determination, the affected Transmission Owner shall follow Good Utility 
Practice, applicable Occupational Safety and Health Administration 
standards, and applicable company safety standards, and shall consider 
any requirements contained in pertinent collective bargaining agreements.  
In the event that the affected Transmission Owner determines to accelerate 
or reschedule a transmission outage, it shall provide the Office of the 
Interconnection, within the time set forth in the PJM Manuals, an estimate 
of the cost to accelerate or reschedule the transmission outage and the 
revised schedule for the transmission outage (“Acceleration Estimate”).  

 
(iii) Provision of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that the Generation Owner has met reasonable 
creditworthiness standards established by the Office of the 
Interconnection, the Office of the Interconnection shall provide the 
Generation Owner with the Acceleration Estimate.  In the event that the 
Generation Owner does not meet the creditworthiness standard, the Office 
of the Interconnection shall not provide the Acceleration Estimate and the 
transmission outage shall not be accelerated or rescheduled.  Upon receipt 
of the Acceleration Estimate, the Generation Owner, within the time 
period specified in the PJM Manuals, shall notify the Office of the 
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Interconnection as to whether it desires to accelerate or reschedule the 
transmission outage pursuant to the terms of the Acceleration Estimate.   

 
(iv) Cost Responsibility.  In the event the Generation Owner notifies the Office 

of the Interconnection that it desires to proceed with the acceleration or 
rescheduling of the transmission outage pursuant to section 1.9.4A(a)(iii), 
the Generation Owner shall be solely responsible for actual costs incurred 
by the affected Transmission Owner for the acceleration or rescheduling 
of the transmission outage.  The Generation Owner’s cost responsibility is 
not relieved, if, despite the good faith efforts of the Transmission Owner, 
the amount of costs set forth in the Acceleration Estimate is exceeded by 
less than 20 percent, or the Transmission Owner is unable successfully to 
complete the outage pursuant to the revised schedule set forth in the 
Acceleration Estimate.  Prior to incurring costs exceeding 120 percent of 
the cost estimate set forth in the Acceleration Estimate, the affected 
Transmission Owner shall advise the Office of the Interconnection of such 
increase, and the Office of the Interconnection then shall notify the 
Generation Owner. After receipt of such notification, within the time 
period set forth in the PJM Manuals, the Generation Owner shall inform 
the Office of the Interconnection whether it desires to continue with the 
revised transmission outage schedule and pay the additional costs.  The 
Office of the Interconnection shall notify the affected Transmission Owner 
of the Generation Owner’s decision.  In the event the Generation Owner 
desires not to proceed, the transmission outage shall occur according to 
normal work practices and the Generation Owner shall be responsible for 
all incurred costs and committed costs and obligations of the affected 
Transmission Owner for the acceleration or rescheduling of the 
transmission outage as of the date that the affected Transmission Owner 
notified the Office of the Interconnection of the increase in costs. 

 
(c) Transmission Outages That Could Cause Congestion Revenue Inadequacy. 
 

(i) Posting of Transmission Outage.  In the event that the Office of the 
Interconnection determines that a Planned Transmission Outage or Forced 
Transmission Outage could exceed five days and could cause congestion 
revenue inadequacy in excess of $500,000, the Office of the 
Interconnection shall post a notice of such transmission outage on its 
internet site. Within the time period and pursuant to the procedures set 
forth in the PJM Manuals, any Market Participant may request that such 
transmission outage be accelerated or rescheduled. 

 
(ii) Determination to Accelerate or Reschedule Transmission Outage.  Upon 

receipt of the Acceleration Request(s) pursuant to section 1.9.4A(b)(i), the 
Office of the Interconnection shall notify the affected Transmission Owner 
of such request(s).  The affected Transmission Owner shall determine in 
its sole discretion whether to accelerate or reschedule the transmission 
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outage.  In making this determination, the affected Transmission Owner 
shall follow Good Utility Practice, applicable Occupational Safety and 
Health Administration standards, and applicable company safety standards 
and shall consider any requirements contained in pertinent collective 
bargaining agreements.  If the affected Transmission Owner determines to 
accelerate or reschedule the transmission outage, it shall provide the 
Office of the Interconnection, within the time set forth in the PJM 
Manuals, an Acceleration Estimate.  In the event that Market Participants 
submit requests which would require different schedules for a 
transmission outage, the Office of the Interconnection, in consultation 
with the affected Transmission Owner, shall determine the most effective 
option, which will be included in the Acceleration Estimate. 

 
(iii) Notification of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that Market Participants requesting acceleration 
or rescheduling of transmission outages have met reasonable 
creditworthiness standards established by the Office of the 
Interconnection, the Office of the Interconnection shall provide the Market 
Participants with the Acceleration Estimate and the number of Market 
Participants requesting acceleration or rescheduling of the transmission 
outage that meet the creditworthiness standards.  After receipt of the 
Acceleration Request, within the time period set forth in the PJM 
Manuals, each requesting Market Participant meeting the creditworthiness 
standards shall notify the Office of the Interconnection whether it desires 
to accelerate or reschedule the transmission outage as set forth in the 
Acceleration Estimate, and if it desires to accelerate or reschedule the 
transmission outage, the amount it is willing to pay for such acceleration 
or rescheduling. 

 
(iv) Evaluation of Acceleration Requests.  Upon receipt of Market 

Participant(s) notifications pursuant to subsection 1.9.4A(b)(iii), the Office 
of the Interconnection shall determine, based on the amount Market 
Participants collectively are willing to pay for accelerating or rescheduling 
of the transmission outage, whether the transmission outage should be 
accelerated or rescheduled.  The transmission outage shall be accelerated 
or rescheduled if the amount that the Market Participants collectively are 
willing to pay for accelerating or rescheduling a transmission outage 
exceeds the Acceleration Estimate by the following margins: (a) for 
outages to equipment outside a substation, two times the Acceleration 
Estimate; and (b) for outages to equipment inside a substation, five times 
the Acceleration Estimate.  These margins are designed to provide a 
reasonable degree of certainty that the actual costs of accelerating or 
rescheduling the transmission outage will not exceed the amount the 
Market Participants are willing to pay.  In all events, transmission outages 
will be accelerated or rescheduled pursuant to requests made under section 
1.9.4A(c) only when the requested acceleration or rescheduling would 
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reduce the amount of congestion revenue inadequacy resulting from the 
outage as determined by the Office of the Interconnection. 

 
(v) Cost Responsibility.  Each Market Participant which notifies the Office of 

the Interconnection pursuant to section 1.9.4A(b)(iii) that it is willing to 
pay for the acceleration or rescheduling of a transmission outage shall be 
responsible for the actual costs of such acceleration or rescheduling on a 
pro-rata basis based on the amount it specified it was willing to pay for the 
acceleration or rescheduling.  Market Participants’ cost responsibility is 
not relieved, if, despite the good faith efforts of the Transmission Owner, 
the amount of costs set forth in the Acceleration Estimate is exceeded by 
less than 20 percent, or the Transmission Owner is unable successfully to 
complete a transmission outage pursuant to the revised schedule set forth 
in the Acceleration Estimate.  Prior to incurring costs exceeding 120 
percent of the cost estimate set forth in the Acceleration Estimate, the 
affected Transmission Owner shall advise the Office of the 
Interconnection of such increase, and the Office of the Interconnection 
then shall notify the affected Market Participants of such increase.  Within 
the time period set forth in the PJM Manuals, each affected Market 
Participant shall inform the Office of the Interconnection whether it 
desires to continue with the revised transmission outage schedule and pay 
the additional costs.  The Office of the Interconnection then shall notify 
the affected Transmission Owner of each affected Market Participant’s 
decision.  In the event that, because one or more Market Participants 
determine not to proceed, there would be insufficient funds to pay for the 
full cost of accelerating or rescheduling a transmission outage, the 
transmission outage shall not continue to be accelerated or rescheduled 
and shall occur according to normal work practices.  In such instance, the 
Market Participants shall be responsible on a pro-rata basis for all incurred 
costs and committed costs and obligations of the affected Transmission 
Owner as of the date the affected Transmission Owner notified the Office 
of the Interconnection of the increase in costs. 

 
(d) Posting Revised Transmission Outages.  The Office of the Interconnection shall post on 
its internet site all revised transmission outage schedules resulting from implementation of this 
section 1.9.4A, pursuant to the procedures in the PJM Manuals, and simultaneously shall notify 
affected Market Participants or Generation Owners that submitted Acceleration Requests of the 
Transmission Owner’s agreement to accelerate or reschedule the outage. 
 
1.9.5 Market Participant Responsibilities.  
 
Each Market Participant making a bilateral sale covering a period greater than the following 
Operating Day from a generating resource located within the PJM Region for delivery outside 
the PJM Region shall furnish to the Office of the Interconnection, in the form and manner 
specified in the PJM Manuals, information regarding the source of the energy, the load sink, the 
energy schedule, and the amount of energy being delivered. 



 

Page 574 

 
1.9.6 Internal Market Buyer Responsibilities. 
 
Each Internal Market Buyer making a bilateral purchase covering a period greater than the 
following Operating Day shall furnish to the Office of the Interconnection, in the form and 
manner specified in the PJM Manuals, information regarding the source of the energy, the load 
sink, the energy schedule, and the amount of energy being delivered.  Each Internal Market 
Buyer shall provide the Office of the Interconnection with details of any load management 
agreements with customers that allow the Office of the Interconnection to reduce load under 
specified circumstances. 
 
1.9.7 Market Seller Responsibilities. 
 
(a) Not less than 30 days before a Market Seller’s initial offer to sell energy from a given 
generation resource on the PJM Interchange Energy Market, the Market Seller shall furnish to 
the Office of the Interconnection the information specified in the Offer Data for new generation 
resources. 
 
(b) Market Sellers authorized to request market-based Start-up Costs and No-load Costs may 
choose to submit such  costs in their market-based offers on either a market or a cost basis.  
Market Sellers must elect to submit both Start-up Costs and No-load Costs on either a market 
basis or a cost basis for their market-based offers and any such election shall be submitted on or 
before March 31 for the period of April 1 through September 30, and on or before September 30 
for the period October 1 through March 31.  The election of market-based or cost-based Start-up 
Costs and No-load Costs shall remain in effect without change throughout the applicable periods.  
Market Sellers may only submit cost-based Start-Up Costs and No-Load Costs for their cost-
based offers.  
 

(i) If a Market Seller chooses to submit market-based Start-up Costs and No-
load Costs for their market-based offers, such Market Seller, in its Offer 
Data, shall submit the level of such costs to the Office of the 
Interconnection for each generating unit as to which the Market Seller 
intends to request such costs.    Market Sellers may submit cost-based or 
market-based Start-up Costs and No-load Costs for their market-based 
offers.  The Office of the Interconnection shall reject any request for Start-
up Costs and No-load Costs in a Market Seller’s Offer Data for its market-
based offer that does not conform to the Market Seller’s specification on 
file with the Office of the Interconnection. 

 
(ii) If a Market Seller chooses to submit cost-based Start-up Costs and No-

load Costs, such fees must  be calculated as specified in the PJM Manuals, 
and in particular the cost development guidelines specified in PJM Manual 
15, and the Market Seller may change both cost-based fees hourly and 
must change both fees as the associated costs change, but no more 
frequently than daily.  Market-based Start-up Costs and No-load Costs do 
not need to be calculated pursuant to the cost development guidelines 
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specified in PJM Manual 15.  The Office of the Interconnection shall 
reject any request for Start-up Costs and No-load Costs in a Market 
Seller’s Offer Data for its cost-based offer that does not conform to the 
Market Seller’s specification on file with the Office of the 
Interconnection. 

 
1.9.8 Transmission Owner Responsibilities. 
 
All Transmission Owners shall regularly update and verify facility ratings, subject to review and 
approval by PJM, in accordance with the following procedures and the procedures in the PJM 
Manuals: 
 
(a) Each Transmission Owner shall verify to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection all of its transmission facility ratings 
two months prior to the beginning of the summer season (i.e., on April 1) and two months prior 
to the beginning of the winter season (i.e., on October 1) each calendar year, and shall provide 
detailed data justifying such transmission facility ratings when directed by the Office of the 
Interconnection. 
 
(b) In addition to the seasonal verification of all ratings, each Transmission Owner shall 
submit to the Operations Planning Department (or successor Department) of the Office of the 
Interconnection updates to its transmission facility ratings as soon as such Transmission Owner 
is aware of any changes. Such Transmission Owner shall provide the Office of the 
Interconnection with detailed data justifying all such transmission facility ratings changes. 
 
(c) All Transmission Owners shall submit to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection formal documentation of any 
procedure for changing facility ratings under specific conditions, including:  the detailed 
conditions under which such procedures will apply, detailed explanations of such procedures, 
and detailed calculations justifying such pre-established changes to facility ratings. Such 
procedures must be updated twice each year consistent with the provisions of this Section. 
 
1.9.9 Office of the Interconnection Responsibilities.   
 
(a) The Office of the Interconnection shall perform seasonal operating studies to assess the 
forecasted adequacy of generating reserves and of the transmission system, in accordance with 
the procedures specified in the PJM Manuals. 
 
(b) The Office of the Interconnection shall maintain and update tables setting forth Operating 
Reserve and other reserve objectives as specified in the PJM Manuals and as consistent with the 
Reliability Assurance Agreement.  
 
(c) The Office of the Interconnection shall receive and process requests for firm and 
non-firm transmission service in accordance with procedures specified in the PJM Tariff. 
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(d) The Office of the Interconnection shall maintain such data and information relating to 
generation and transmission facilities in the PJM Region as may be necessary or appropriate to 
conduct the scheduling and dispatch of the PJM Interchange Energy Market and PJM Region. 
 
(e) The Office of the Interconnection shall maintain an historical database of all transmission 
facility ratings, and shall review, and may modify or reject, any submitted change or any 
submitted procedure for pre-established transmission facility rating changes.  Any dispute 
between a Transmission Owner and the Office of the Interconnection concerning transmission 
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 
5 to the Operating Agreement; provided, however, that the rating level determined by the Office 
of the Interconnection shall govern and be effective during the pendency of any such dispute. 
 
(f) The Office of the Interconnection shall coordinate with other interconnected Control 
Area as necessary to manage, alleviate or end an Emergency. 
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1.10 Scheduling. 
 
1.10.1 General. 
 
(a) The Office of the Interconnection shall administer scheduling processes to implement a 
Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be the 
Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market and 
the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party to 
bilateral transactions between Market Participants or with respect to a Generating Market 
Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 
Buyer’s Equivalent Load.  
 
(b) The Day-ahead Energy Market shall enable Market Participants to purchase and sell 
energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 
Transmission Customers to reserve transmission service with Transmission Congestion Charges 
and Transmission Loss Charges based on locational differences in Day-ahead Prices.  Up-to 
Congestion Transactions submitted in the Day-ahead Energy Market shall not require 
transmission service and Transmission Customers shall not reserve transmission service for such Up-
to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 
Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 
obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 
Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 
 
(c) In the Real-time Energy Market, Market Participants that deviate from the amounts of 
energy purchases or sales, or Transmission Customers that deviate from the transmission uses, 
scheduled in the Day-ahead Energy Market shall be obligated to purchase or sell energy, or pay 
Transmission Congestion Charges and Transmission Loss Charges, for the amount of the 
deviations at the applicable Real-time Prices or price differences, unless otherwise specified by 
this Schedule. 
 
(d) The following scheduling procedures and principles shall govern the commitment of 
resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 
extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 
the day-ahead and hourly scheduling process, through which the Office of the Interconnection 
determines the Day-ahead Energy Market and determines, based on changing forecasts of 
conditions and actions by Market Participants and system constraints, a plan to serve the hourly 
energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 
External Market Buyers in the least costly manner, subject to maintaining the reliability of the 
PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 
subject to the procedures of Section 1.13 of this Schedule 1 of this Agreement.  Scheduling shall 
be conducted as specified in Section 1.10.1A below, subject to the following condition.  If the 
Office of the Interconnection’s forecast for the next seven days projects a likelihood of 
Emergency conditions, the Office of the Interconnection may commit, for all or part of such 
seven day period, to the use of generation resources with notification or start-up times greater 
than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 
the Market Sellers’ offers for such units for such periods and the specifications in the PJM 
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Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 
an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 
hours of operation for the duration of any portion of such commitment that exceeds the 
maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 
Weather Alerts, consistent with Sections 3.2.3 and 6.6 hereof. 
 
1.10.1A   Day-ahead Energy Market Scheduling.  
 
The following actions shall occur not later than 10:30 a.m. on the day before the Operating Day 
for which transactions are being scheduled, or such other deadline as may be specified by the 
Office of the Interconnection in order to comply with the practical requirements and the 
economic and efficiency objectives of the scheduling process specified in this Schedule. 
 
(a) Each Market Participant may submit to the Office of the Interconnection specifications of 
the amount and location of its customer loads and/or energy purchases to be included in the Day-
ahead Energy Market for each hour of the next Operating Day, such specifications to comply 
with the requirements set forth in the PJM Manuals.  Each Market Buyer shall inform the Office 
of the Interconnection of the prices, if any, at which it desires not to include its load in the Day-
ahead Energy Market rather than pay the Day-ahead Price.  PRD Providers that have committed 
Price Responsive Demand in accordance with the Reliability Assurance Agreement shall submit 
to the Office of the Interconnection, in accordance with procedures specified in the PJM 
Manuals, any desired updates to their previously submitted PRD Curves, provided that such 
updates are consistent with their Price Responsive Demand commitments, and provided further 
that PRD Providers that are not Load Serving Entities for the Price Responsive Demand at issue 
may only submit PRD Curves for the Real-time Energy Market.  Price Responsive Demand that 
has been committed in accordance with the Reliability Assurance Agreement shall be presumed 
available for the next Operating Day in accordance with the most recently submitted PRD Curve 
unless the PRD Curve is updated to indicate otherwise.  PRD Providers may also submit PRD 
Curves for any Price Responsive Demand that is not committed in accordance with the 
Reliability Assurance Agreement; provided that PRD Providers that are not Load Serving 
Entities for the Price Responsive Demand at issue may only submit PRD Curves for the Real-
time Energy Market.  All PRD Curves shall be on a PRD Substation basis, and shall specify the 
maximum time period required to implement load reductions.    
 
(b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  
(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 
Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such 
self-scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 
intent not to reduce output. 
 
(c) All Market Participants shall submit to the Office of the Interconnection schedules for 
any energy exports, energy imports, and wheel through transactions involving use of generation 
or Transmission Facilities as specified below, and shall inform the Office of the Interconnection 
if the transaction is to be scheduled in the Day-ahead Energy Market.  Any Market Participant 
that elects to schedule an export, import or wheel through transaction in the Day-ahead Energy 
Market may specify the price (such price not to exceed the maximum price that may be specified 
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in the PJM Manuals), if any, at which the export, import or wheel through transaction will be 
wholly or partially curtailed.  The foregoing price specification shall apply to the applicable 
interface pricing point.  Any Market Participant that elects not to schedule its export, import or 
wheel through transaction in the Day-ahead Energy Market shall inform the Office of the 
Interconnection if the parties to the transaction are not willing to incur Transmission Congestion 
and Loss Charges in the Real-time Energy Market in order to complete any such scheduled  
transaction.  Scheduling of such transactions shall be conducted in accordance with the 
specifications in the PJM Manuals and the following requirements: 
 

i) Market Participants shall submit schedules for all energy purchases for 
delivery within the PJM Region, whether from resources inside or outside 
the PJM Region; 

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

the PJM Region from resources within the PJM Region that are not 
Dynamic Transfers to such entities pursuant to Section 1.12; and 

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

through transactions, Market Participants shall submit confirmations of 
each scheduled transaction from each other party to the transaction in 
addition to the party submitting the schedule, or the adjacent Control Area. 

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

of Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the 
same megawatt quantity of energy at a sink where such transaction specifies the maximum 
difference between the Locational Marginal Prices at the source and sink.  The Office of 
Interconnection will schedule these transactions only to the extent this difference in Locational 
Marginal Prices is within the maximum amount specified by the Market Participant.  A Virtual 
Transaction of this type is referred to as an “Up-to Congestion Transaction.”  Such Up-to 
Congestion Transactions may be wholly or partially scheduled depending on the price difference 
between the source and sink locations in the Day-ahead Energy Market.  The maximum 
difference between the source and sink prices that a participant may specify shall be limited to 
+/- $50/MWh.  The foregoing price specification shall apply to the price difference between the 
specified source and sink in the day-ahead scheduling process only.  An accepted Up-to 
Congestion Transaction results in scheduled injection at a specified source and scheduled 
withdrawal of the same megawatt quantity at a specified sink in the Day-ahead Energy Market.  
The source-sink paths on which an Up-to Congestion Transaction may be submitted are limited 
to those paths posted on the PJM internet site and determined by the Office of the 
Interconnection using the following criteria: 

 
Step 1: Start with the historic set of eligible nodes that were available as sources and 
sinks for interchange transactions on the PJM OASIS.   
 
Step 2: Remove from the list of nodes described in Step 1 all load buses below 69 kV. 
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Step 3: Remove from the resulting set of nodes from Step 2 all generator buses at which 
no generators of 100 megawatts or more are connected. 
 
Step 4: Remove from the results of Step 3 all electrically equivalent nodes. 
 

(d) Market Sellers wishing to sell into the Day-ahead Energy Market shall submit offers for 
the supply of energy (including energy from hydropower units), demand reductions, Regulation, 
Operating Reserves or other services for the following Operating Day.  Offers shall be submitted 
to the Office of the Interconnection in the form specified by the Office of the Interconnection and 
shall contain the information specified in the Office of the Interconnection’s Offer Data 
specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and the PJM 
Manuals, as applicable.  Market Sellers owning or controlling the output of a Generation 
Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, offered and 
cleared in a Base Residual Auction or Incremental Auction, or designated as replacement 
capacity, as specified in Attachment DD of the PJM Tariff, and that has not been rendered 
unavailable by a Generator Planned Outage, a Generator Maintenance Outage, or a Generator 
Forced Outage are subject to a Day-ahead Energy Market must-offer requirement and a Real-
time Energy Market must-offer requirement and pursuant thereto shall submit offers for the 
available capacity of such Generation Capacity Resource, including any portion that is 
self-scheduled by the Generating Market Buyer.  Such offers shall be based on the ICAP 
equivalent of the Market Seller’s cleared UCAP capacity commitment, provided, however, 
where the underlying resource is a Capacity Storage Resource or an Intermittent Resource, the 
Market Seller shall satisfy the Day-ahead Energy Market must-offer requirement and the Real-
time Energy Market must-offer requirement by either self-scheduling or offering the unit as a 
dispatchable resource, in accordance with the PJM Manuals, where the hourly self-scheduled 
values for such Capacity Storage Resources and Intermittent Resources may vary hour to hour 
from the capacity commitment.  Any offer not designated as a Maximum Emergency offer shall 
be considered available for scheduling and dispatch under both Emergency and non-Emergency 
conditions.  Offers may only be designated as Maximum Emergency offers to the extent that the 
Generation Capacity Resource falls into at least one of the following categories:   
 

i)   Environmental limits.  If the resource has a limit on its run hours imposed 
by a federal, state, or other governmental agency that will significantly 
limit its availability, on either a temporary or long-term basis.  This 
includes a resource that is limited to operating only during declared PJM 
capacity emergencies by a governmental authority. 

 
ii) Fuel limits.  If physical events beyond the control of the resource owner 

result in the temporary interruption of fuel supply and there is limited on-
site fuel storage.  A fuel supplier’s exercise of a contractual right to 
interrupt supply or delivery under an interruptible service agreement shall 
not qualify as an event beyond the control of the resource owner. 

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

physical conditions at the resource significantly limit its availability.  
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iv) Temporary megawatt additions.  If a resource can provide additional 
megawatts on a temporary basis by oil topping, boiler over-pressure, or 
similar techniques, and such megawatts are not ordinarily otherwise 
available. 

 
The submission of offers for resource increments that have not cleared in a Base Residual 
Auction or an Incremental Auction, were not committed in an FRR Capacity Plan, and were not 
designated as replacement capacity under Attachment DD of the PJM Tariff shall be optional, 
but any such offers must contain the information specified in the Office of the Interconnection’s 
Offer Data specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and 
the PJM Manuals, as applicable.  Energy offered from generation resources that have not cleared 
a Base Residual Auction or an Incremental Auction, were not committed in an FRR Capacity 
Plan, and were not designated as replacement capacity under Attachment DD of the PJM Tariff 
shall not be supplied from resources that are included in or otherwise committed to supply the 
Operating Reserves of a Control Area outside the PJM Region.   
 
The foregoing offers:  
 

i) Shall specify the Generation Capacity Resource or Demand Resource and 
energy or demand reduction amount, respectively, for each hour in the 
offer period, and the minimum run time for generation resources and 
minimum down time for Demand Resources;  

 
ii) Shall specify the amounts and prices for the entire Operating Day for each 

resource component offered by the Market Seller to the Office of the 
Interconnection; 

 
iii) If based on energy from a specific generation resource, may specify 

start-up and no-load fees equal to the specification of such fees for such 
resource on file with the Office of the Interconnection, if based on 
reductions in demand from a Demand Resource may specify shutdown 
costs; 

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

proposes to supply a resource increment, including any curtailment rate 
specified in a bilateral contract for the output of the resource, or any 
cancellation fees; 

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

on acceptance by the deadline specified in this Schedule, with a second 
schedule applicable if accepted after the foregoing deadline; 

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

the Interconnection for scheduling and dispatch in accordance with the 
terms of the offer, which offer shall remain open through the Operating 
Day for which the offer is submitted; 
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vii) Shall be final as to the price or prices at which the Market Seller proposes 

to supply energy or other services to the PJM Interchange Energy Market, 
such price or prices being guaranteed by the Market Seller for the period 
extending through the end of the following Operating Day;  

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

generation resources, except (1) when a Market Seller’s cost-based offer is 
above $1,000/megawatt-hour and less than or equal to $2,000/megawatt-
hour, then its market-based offer must be less than or equal to the cost-
based offer; and (2) when a Market Seller’s cost-based offer is greater than 
$2,000/megawatt-hour, then its market-based offer must be less than or 
equal to $2,000/megawatt-hour;  

 
ix) Shall not exceed an energy offer price of $1,000/megawatt-hour, plus the 

applicable Reserve Penalty Factor for the Primary Reserve Requirement, 
minus $1.00, for all Economic Load Response Resources; 

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

and Pre-Emergency Load Response participants with: 
 

a) a 30 minute lead time, pursuant to Section A.2 of Attachment DD-
1 of the Tariff and the parallel provision of Schedule 6 of the RAA, 
$1,000/megawatt-hour, plus the applicable Reserve Penalty Factor 
for the Primary Reserve Requirement, minus $1.00; 

 
b) an approved 60 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provision of 
Schedule 6 of the RAA, $1,000/megawatt-hour, plus [the 
applicable Reserve Penalty Factor for the Primary Reserve 
Requirement divided by 2]; and 

 
c) an approved 120 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provisions of 
Schedule 6 of the RAA, $1,100/megawatt-hour. 

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

hydropower units scheduled by the Office of the Interconnection pursuant 
to the hydro optimization tool in the Day-ahead Energy Market. 
 

(e) A Market Seller that wishes to make a resource available to sell Regulation service shall 
submit an offer for Regulation that shall specify the megawatt of Regulation being offered, 
which must equal or exceed 0.1 megawatts, the Regulation Zone for which such regulation is 
offered, the price of the capability offer in dollars per MW, the price of the performance offer in 
Dollars per change in MW, and such other information specified by the Office of the 
Interconnection as may be necessary to evaluate the offer and the resource’s opportunity costs.  
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The total of the performance offer multiplied by the historical average mileage used in the 
market clearing plus the capability offer shall not exceed $100 per MWh in the case of 
Regulation offered for all Regulation Zones.  In addition to any market-based offer for 
Regulation, the Market Seller also shall submit a cost-based offer.  A cost-based offer must be in 
the form specified in the PJM Manuals and consist of the following components as well as any 
other components specified in the PJM Manuals: 
 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 
rate increase resulting from operating the unit at lower megawatt output 
incurred from the provision of Regulation shall apply to the capability 
offer; 

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

regulation resource incurred from the provision of Regulation shall apply 
to the performance offer; and 

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

the capability offer. 
 
Qualified Regulation capability must satisfy the measurement and verification tests specified in 
the PJM Manuals. 
 
(f) Each Market Seller owning or controlling the output of a Generation Capacity Resource 
committed to service of PJM loads under the Reliability Pricing Model or Fixed Resource 
Requirement Alternative shall submit a forecast of the availability of each such Generation 
Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-binding 
forecast of the price at which it expects to offer a generation resource increment to the Office of 
the Interconnection over the next seven days, and (ii) shall submit a binding offer for energy, 
along with start-up and no-load fees, if any, for the next seven days or part thereof, for any 
generation resource with minimum notification or start-up requirement greater than 24 hours.  
Such resources committed by the Office of the Interconnection will not receive Operating 
Reserve Credits nor otherwise be made whole for its hours of operation for the duration of any 
portion of such commitment that exceeds the maximum start-up and notification times for such 
resources during Hot Weather Alerts and Cold Weather Alerts, consistent with Sections 3.2.3 
and 6.6 hereof. 
 
(g) Each offer by a Market Seller of a Generation Capacity Resource shall remain in effect 
for subsequent Operating Days until superseded or canceled. 
 
(h) The Office of the Interconnection shall post the total hourly loads scheduled in the Day-
ahead Energy Market, as well as, its estimate of the combined hourly load of the Market Buyers 
for the next four days, and peak load forecasts for an additional three days. 
 
(i) Except for Economic Load Response Participants, all Market Participants may submit 
Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual Transactions 
must comply with the requirements set forth in the PJM Manuals and must specify amount, 
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location and price, if any, at which the Market Participant desires to purchase or sell energy in 
the Day-ahead Energy Market.  The Office of the Interconnection may require that a market 
participant shall not submit in excess of a defined number of bid/offer segments in the Day-
ahead Energy Market, as specified in the PJM Manuals, when the Office of the Interconnection 
determines that such limit is required to avoid or mitigate significant system performance 
problems related to bid/offer volume. Notice of the need to impose such limit shall be provided 
prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  For purposes 
of this provision, a bid/offer segment is each pairing of price and megawatt quantity submitted as 
part of an Increment Offer or Decrement Bid.  For purposes of applying this provision to an Up-
to Congestion Transaction, a bid/offer segment shall refer to the pairing of a source and sink 
designation, as well as price and megawatt quantity, that comprise each Up-to Congestion 
Transaction. 
 
(j) A Market Seller that wishes to make a generation resource or Demand Resource available 
to sell Synchronized Reserve shall submit an offer for Synchronized Reserve that shall specify 
the megawatts of Synchronized Reserve being offered, which must equal or exceed 0.1 
megawatts, the price of the offer in dollars per megawatt hour, and such other information 
specified by the Office of the Interconnection as may be necessary to evaluate the offer and the 
energy used by the generation resource to provide the Synchronized Reserve and the generation 
resource’s unit specific opportunity costs.  The price of the offer shall not exceed the variable 
operating and maintenance costs for providing Synchronized Reserve plus seven dollars and fifty 
cents. 
 
(k) An Economic Load Response Participant that wishes to participate in the Day-ahead 
Energy Market by reducing demand shall submit an offer to reduce demand to the Office of the 
Interconnection.  The offer must equal or exceed 0.1 megawatts, and the offer shall specify:  (i) 
the amount of the offered curtailment in minimum increments of .1 megawatts: (ii) the Day-
ahead Locational Marginal Price above which the end-use customer will reduce load, subject to 
section 1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, start-up 
costs associated with reducing load, including direct labor and equipment costs, opportunity 
costs, and/or a minimum of number of contiguous hours for which the load reduction must be 
committed.  Economic Load Response Participants submitting offers to reduce demand in the 
Day-ahead Energy Market may establish an incremental offer curve, provided that such offer 
curve shall be limited to ten price pairs (in MWs). 
 
(l) Market Sellers owning or controlling the output of a Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or that offered and cleared in a 
Base Residual Auction or Incremental Auction, may submit demand reduction bids for the 
available load reduction capability of the Demand Resource.  The submission of demand 
reduction bids for Demand Resource increments that were not committed in an FRR Capacity 
Plan, or that have not cleared in a Base Residual Auction or Incremental Auction, shall be 
optional, but any such bids must contain the information required to be included in such bids, as 
specified in the PJM Economic Load Response Program.  A Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 
Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 
Energy Market as specified in the Economic Load Response Program; provided, however, that in 
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the event of an Emergency PJM shall require Demand Resources to reduce load, notwithstanding 
that the Zonal LMP at the time such Emergency is declared is below the price identified in the 
demand reduction bid.   
 
(m) Market Sellers providing Day-ahead Scheduling Reserves Resources shall submit in the 
Day-ahead Scheduling Reserves Market:  1) a price offer in dollars per megawatt hour; and 2) 
such other information specified by the Office of the Interconnection as may be necessary to 
determine any relevant opportunity costs for the resource(s).  The foregoing notwithstanding, to 
qualify to submit  Day-ahead Scheduling Reserves pursuant to this section, the Day-ahead 
Scheduling Reserves Resources shall submit energy offers in the Day-ahead Energy Market 
including start-up and shut-down costs for generation resource and Demand Resources, 
respectively, and all generation resources that are capable of providing Day-ahead Scheduling 
Reserves that a particular resource can provide that service.  The MW quantity of Day-ahead 
Scheduling Reserves that a particular resource can provide in a given hour will be determined 
based on the energy Offer Data submitted in the Day-ahead Energy Market, as detailed in the 
PJM Manuals. 
 
1.10.1B Demand Bid Scheduling and Screening 
 
(a) The Office of the Interconnection shall apply Demand Bid Screening to all Demand Bids 
submitted in the Day-ahead Energy Market for each Load Serving Entity, separately by Zone.  
Using Demand Bid Screening, the Office of the Interconnection will automatically reject a Load 
Serving Entity’s Demand Bids in any future Operating Day for which the Load Serving Entity 
submits bids if the total megawatt volume of such bids would exceed the Load Serving Entity’s 
Demand Bid Limit for any hour in such Operating Day, unless the Office of the Interconnection 
permits an exception pursuant to subsection (d) below. 
   
(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand Bid 
Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 
submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  
The Demand Bid Limit is calculated using the following equation:    
 
Demand Bid Limit =  greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 
Demand Reference Point + 10MW) 
 
Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 
Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 
in each Zone for any hour over the most recently available seven Operating Days for 
which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 
applicable Zone that is calculated on a daily basis. 

 
(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand Bid 
Screening may change its Demand Bids to reduce its total megawatt volume to a level that does 
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not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules related 
to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   
 
(d)  PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid Limit 
when circumstances exist that will cause, or are reasonably expected to cause, a Load Serving 
Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. Examples of 
such circumstances include, but are not limited to, changes in load commitments due to state 
sponsored auctions, mergers and acquisitions between PJM Members, and sales and divestitures 
between PJM Members.  A Load Serving Entity may submit a written exception request to the 
Office of Interconnection for a higher Demand Bid Limit for an affected Operating Day.  Such 
request must include a detailed explanation of the circumstances at issue and supporting 
documentation that justify the Load Serving Entity’s expectation that its actual load will exceed 
its Demand Bid Limit. 
 
1.10.2 Pool-scheduled Resources. 
 
Pool-scheduled resources are those resources for which Market Participants submitted offers to 
sell energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead 
Energy Market, which the Office of the Interconnection scheduled in the Day-ahead Energy 
Market as well as generators committed by the Office of the Interconnection subsequent to the 
Day-ahead Energy Market.  Such resources shall be committed to provide energy in the real-time 
dispatch unless the schedules for such units are revised pursuant to Sections 1.10.9 or 1.11.  
Pool-scheduled resources shall be governed by the following principles and procedures. 
 
(a) Pool-scheduled resources shall be selected by the Office of the Interconnection on the 
basis of the prices offered for energy and demand reductions and related services, whether the 
resource is expected to be needed to maintain system reliability during the Operating Day, 
start-up, no-load and cancellation fees, and the specified operating characteristics, offered by 
Market Sellers to the Office of the Interconnection by the offer deadline specified in Section 
1.10.1A.  Hydropower units can only be pool-scheduled if they are pumped storage units and 
scheduled by the Office of the Interconnection pursuant to the hydro optimization tool in the 
Day-ahead Energy Market. 
 
(b) A resource that is scheduled by a Market Participant to support a bilateral sale, or that is 
self-scheduled by a Generating Market Buyer, shall not be selected by the Office of the 
Interconnection as a pool-scheduled resource except in an Emergency. 
 
(c) Market Sellers offering energy from hydropower or other facilities with fuel or 
environmental limitations may submit data to the Office of the Interconnection that is sufficient 
to enable the Office of the Interconnection to determine the available operating hours of such 
facilities. 
 
(d) The Market Seller of a resource selected as a pool-scheduled resource shall receive 
payments or credits for energy, demand reductions or related services, or for start-up and no-load 
fees, from the Office of the Interconnection on behalf of the Market Buyers in accordance with 
Section 3 of this Schedule 1.  Alternatively, the Market Seller shall receive, in lieu of start-up 
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and no-load fees, its actual costs incurred, if any, up to a cap of the resource’s start-up cost, if the 
Office of the Interconnection cancels its selection of the resource as a pool-scheduled resource 
and so notifies the Market Seller before the resource is synchronized. 
 
(e) Market Participants shall make available their pool-scheduled resources to the Office of 
the Interconnection for coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone. 
 
(f) Economic Load Response Participants offering to reduce demand shall specify: (i) the 
amount of the offered curtailment, which offer must equal or exceed 0.1 megawatts, in minimum 
increments of .1 megawatts; (ii) the real-time Locational Marginal Price above which the end-use 
customer will reduce load; and (iii) at the Economic Load Response Participant’s option, shut-
down costs associated with reducing load, including direct labor and equipment costs, 
opportunity costs, and/or a minimum number of contiguous hours for which the load reduction 
must be committed.  Economic Load Response Participants submitting offers to reduce demand 
in the Real-time Energy Market may establish an incremental offer curve, provided that such 
offer curve shall be limited to ten price pairs (in MWs).  Economic Load Response Participants 
offering to reduce demand shall also indicate the hours that the demand reduction is not 
available. 
 
1.10.3 Self-scheduled Resources. 
 
Self-scheduled resources shall be governed by the following principles and procedures. 
 
(a) Each Generating Market Buyer shall use all reasonable efforts, consistent with Good 
Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 
 
(b) The offered prices of resources that are self-scheduled, or otherwise not following the 
dispatch orders of the Office of the Interconnection, shall not be considered by the Office of the 
Interconnection in determining Locational Marginal Prices. 
 
(c) Market Participants shall make available their self-scheduled resources to the Office of 
the Interconnection for coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone, by submitting an offer as to such resources. 
 
(d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market that 
does not deliver the energy in the Real-time Energy Market, shall replace the energy not 
delivered with energy from the Real-time Energy Market and shall pay for such energy at the 
applicable Real-time Price. 
 
(e) Hydropower units, excluding pumped storage units, may only be self-scheduled. 
 
1.10.4 Capacity Resources. 
 
(a) A Generation Capacity Resource committed to service of PJM loads under the Reliability 
Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-scheduled 
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resource shall be made available for scheduling and dispatch at the direction of the Office of the 
Interconnection.  Such a Generation Capacity Resource that does not deliver energy as scheduled 
shall be deemed to have experienced a Generator Forced Outage to the extent of such energy not 
delivered.  A Market Participant offering such Generation Capacity Resource in the Day-ahead 
Energy Market shall replace the energy not delivered with energy from the Real-time Energy 
Market and shall pay for such energy at the applicable Real-time Price. 
 
(b) Energy from a Generation Capacity Resource committed to service of PJM loads under 
the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 
scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 
may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 
with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 
not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 
must be made available upon request to the Office of the Interconnection for scheduling and 
dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 
Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 
applicable Real-time Price for energy delivered. 
 
(c) A resource that has been self-scheduled shall not receive payments or credits for start-up 
or no-load fees. 
 
1.10.5 External Resources.   
 
(a) External Resources may submit offers to the PJM Interchange Energy Market, in 
accordance with the day-ahead and real-time scheduling processes specified above.  An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below shall 
be compensated on the same basis as other pool-scheduled resources. External Resources that are 
not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 
basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 
Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 
resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 
resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 
such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 
PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 
 
(b) Offers for External Resources from an aggregation of two or more generating units shall 
so indicate, and shall specify, in accordance with the Offer Data requirements specified by the 
Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; (iii) a minimum 
dispatch level; (iv) a maximum dispatch level; and (v) unless such information has previously 
been made available to the Office of the Interconnection, sufficient information, as specified in 
the PJM Manuals, to enable the Office of the Interconnection to model the flow into the PJM 
Region of any energy from the External Resources scheduled in accordance with the Offer Data.   
 
(c) Offers for External Resources on a resource-specific basis shall specify the resource 
being offered, along with the information specified in the Offer Data as applicable.   
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1.10.6 External Market Buyers. 
 
(a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the Office of 
the Interconnection shall be delivered on a block loaded basis to the bus or buses at the electrical 
boundaries of the PJM Region, or in such area with respect to an External Market Buyer’s load 
within such area not served by Network Service, at which the energy is delivered to or for the 
External Market Buyer.  External Market Buyers shall be charged (which charge may be positive 
or negative) at either the Day-ahead Prices or Real-time Prices, whichever is applicable, for 
energy at the foregoing bus or buses. 
 
(b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 
Interchange Energy Market shall conform to the ramping and other applicable requirements of 
the interconnection agreement between the PJM Region and the Control Area to which, whether 
as an intermediate or final point of delivery, the purchased energy will initially be delivered. 
 
(c) The Office of the Interconnection shall curtail deliveries to an External Market Buyer if 
necessary to maintain appropriate reserve levels for a Control Zone as defined in the PJM 
Manuals, or to avoid shedding load in such Control Zone. 
 
1.10.6A Transmission Loading Relief Customers. 
 
(a) An entity that desires to elect to pay Transmission Congestion Charges in order to 
continue its energy schedules during an Operating Day over contract paths outside the PJM 
Region in the event that PJM initiates Transmission Loading Relief that otherwise would cause 
PJM to request security coordinators to curtail such Member’s energy schedules shall: 
 

(i) enter its election on OASIS by 10:30 a.m. of the day before the Operating 
Day, in accordance with procedures established by PJM, which election 
shall be applicable for the entire Operating Day; and 

 
(ii) if PJM initiates Transmission Loading Relief, provide to PJM, at such 

time and in accordance with procedures established by PJM, the hourly 
integrated energy schedules that impacted the PJM Region (as indicated 
from the NERC Interchange Distribution Calculator) during the 
Transmission Loading Relief. 

 
(b) If an entity has made the election specified in Section (a), then PJM shall not request 
security coordinators to curtail such entity’s energy transactions, except as may be necessary to 
respond to Emergencies. 
 
(c) In order to make elections under this Section 1.10.6A, an entity must (i) have met the 
creditworthiness standards established by the Office of the Interconnection or provided a letter of 
credit or other form of security acceptable to the Office of the Interconnection, and (ii) have 
executed either the Agreement, a Service Agreement under the PJM Tariff, or other agreement 
committing to pay all Transmission Congestion Charges incurred under this Section. 
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1.10.7 Bilateral Transactions.   
 
Bilateral transactions as to which the parties have notified the Office of the Interconnection by 
the deadline specified in Section 1.10.1A that they elect not to be included in the Day-ahead 
Energy Market and that they are not willing to incur Transmission Congestion Charges in the 
Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary to 
reduce or alleviate transmission congestion.  Bilateral transactions that were not included in the 
Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 
transactions that were accepted in the Day-ahead Energy Market shall continue to be 
implemented during periods of congestion, except as may be necessary to respond to 
Emergencies. 
 
1.10.8 Office of the Interconnection Responsibilities. 
 
(a) The Office of the Interconnection shall use its best efforts to determine (i) the least-cost 
means of satisfying the projected hourly requirements for energy, Operating Reserves, and other 
ancillary services of the Market Buyers, including the reliability requirements of the PJM 
Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 
Operating Reserve and other ancillary service requirements for any portion of the load forecast 
of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-
ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 
take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 
Market and PJM Region energy requirements, giving due consideration to the energy 
requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 
properly submitted by Load Serving Entities for the Price Responsive Demand loads they serve; 
(ii) the offers submitted by Market Sellers; (iii) the availability of limited energy resources; (iv) 
the capacity, location, and other relevant characteristics of self-scheduled resources; (v) the 
objectives of each Control Zone for Operating Reserves, as specified in the PJM Manuals; (vi) 
the requirements of each Regulation Zone for Regulation and other ancillary services, as 
specified in the PJM Manuals; (vii) the benefits of avoiding or minimizing transmission 
constraint control operations, as specified in the PJM Manuals; and (viii) such other factors as 
the Office of the Interconnection reasonably concludes are relevant to the foregoing 
determination, including, without limitation, transmission constraints on external coordinated 
flowgates to the extent provided by section 1.7.6.  The Office of the Interconnection shall 
develop a Day-ahead Energy Market based on the foregoing determination, and shall determine 
the Day-ahead Prices resulting from such schedule.  The Office of the Interconnection shall 
report the planned schedule for a hydropower resource to the operator of that resource as 
necessary for plant safety and security, and legal limitations on pond elevations. 
 
(b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each Operating Day, 
or such other deadline as may be specified by the Office of the Interconnection in the PJM 
Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead Energy 
Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 
Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 
and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 
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this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 
Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 
extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 
otherwise interferes with the ability of the Office of the Interconnection to obtain Market 
Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  
Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 
data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 
the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 
as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 
Members as soon as practicable.  
 
(c) Following posting of the information specified in Section 1.10.8(b), and absent 
extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 
of the Interconnection shall revise its schedule of generation resources to reflect updated 
projections of load, conditions affecting electric system operations in the PJM Region, the 
availability of and constraints on limited energy and other resources, transmission constraints, 
and other relevant factors.   
 
(d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 
PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 
Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 
PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 
scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 
negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 
pursuant to Section 3.3A of this Schedule.  Notwithstanding the foregoing, if the Office of the 
Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 p.m. on the day 
before the affected Operating Day due to extraordinary circumstances as described in subsection 
(b) above, no settlements shall be made for the Day-ahead Energy Market, no scheduled 
megawatt quantities shall be established, and no Day-ahead Prices shall be established for that 
Operating Day.  Rather, for purposes of settlements for such Operating Day, the Office of the 
Interconnection shall utilize a scheduled megawatt quantity and price of zero and all settlements, 
including Financial Transmission Right Target Allocations, will be based on the real-time 
quantities and prices as determined pursuant to Sections 2.4 and 2.5 hereof. 
 
(e) If the Office of the Interconnection discovers an error in prices and/or cleared quantities 
in the Day-ahead Energy Market, Real-time Energy Market, Ancillary Services Markets or Day 
Ahead Scheduling Reserve Market after it has posted the results for these markets on its Web 
site, the Office of the Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 12:00 p.m. of the second Business Day 
following the Operating Day for the Ancillary Services Markets and Real-time Energy Market, 
and no later than 5:00 p.m. of the second Business Day following the initial publication of the 
results for the Day-ahead Scheduling Reserve Market and Day-ahead Energy Market.  After this 
initial notification, if the Office of the Interconnection determines it is necessary to post modified 
results, it shall provide notification of its intent to do so, together with all available supporting 
documentation, by no later than 5:00 p.m. of the fifth Business Day following the Operating Day 
for the Ancillary Services Markets and Real-time Energy Market, and no later than 5:00 p.m. of 
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the fifth Business Day following the initial publication of the results in the Day-ahead 
Scheduling Reserve Market and the Day-ahead Energy Market.  Thereafter, the Office of the 
Interconnection must post on its Web site the corrected results by no later than 5:00 p.m. of the 
tenth calendar day following the Operating Day for the Ancillary Services Markets, Day-ahead 
Energy Market and Real-time Energy Market, and no later than 5:00 p.m. of the tenth calendar 
day following the initial publication of the results in the Day-ahead Scheduling Reserve Market. 
Should any of the above deadlines pass without the associated action on the part of the Office of 
the Interconnection, the originally posted results will be considered final.  Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced market results are under 
publicly noticed review by the FERC. 
 
(f) Consistent with Section 18.17.1 of the PJM Operating Agreement, and notwithstanding 
anything to the contrary in the Operating Agreement or in the PJM Tariff, to allow the tracking 
of Market Participants’ non-aggregated bids and offers over time as required by FERC Order No. 
719, the Office of the Interconnection shall post on its Web site the non-aggregated bid data and 
Offer Data submitted by Market Participants (for participation in the PJM Interchange Energy 
Market) approximately four months after the bid or offer was submitted to the Office of the 
Interconnection.   
 
1.10.9 Hourly Scheduling. 
 
(a) Following the initial posting by the Office of the Interconnection of the Locational 
Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right of the 
Office of the Interconnection to schedule and dispatch pool-scheduled resources and to direct 
that schedules be changed in an Emergency, and absent extraordinary circumstances preventing 
the clearing of the Day-ahead Energy Market, a generation rebidding period shall exist.  
Typically the rebidding period shall be from the time the Office of the Interconnection posts the 
results of the Day-ahead Energy Market until 2:15 p.m. on the day before each Operating Day.  
However, should the clearing of the Day-ahead Energy Market be significantly delayed, the 
Office of the Interconnection may establish a revised rebidding period.  During the rebidding 
period, Market Participants may submit revisions to generation Offer Data for any generation 
resource that was not selected as a pool-scheduled resource in the Day-ahead Energy Market.  
Adjustments to the Day-ahead Energy Market shall be settled at the applicable Real-time Prices, 
and shall not affect the obligation to pay or receive payment for the quantities of energy 
scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices.  
 
(b) A Market Participant may adjust the schedule of a resource under its dispatch control on 
an hour-to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, provided 
that the Office of the Interconnection is notified not later than 60 minutes prior to the hour in 
which the adjustment is to take effect, as follows: 
 

i) A Generating Market Buyer may self-schedule any of its resource  
increments, including hydropower resources, not previously designated as 
self-scheduled and not selected as a pool-scheduled resource in the Day-
ahead Energy Market; 
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ii) A Market Participant may request the scheduling of a non-firm bilateral 
transaction; or 

 
iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 
 
iv) A Generating Market Buyer may remove from service a resource 

increment, including a hydropower resource, that it had previously 
designated as self-scheduled, provided that the Office of the 
Interconnection shall have the option to schedule energy from any such 
resource increment that is a Capacity Resource at the price offered in the 
scheduling process, with no obligation to pay any start-up fee. 

 
(c)       With respect to a pool-scheduled resource that is included in the Day-ahead Energy 
Market, a Market Seller may not change or otherwise modify its offer to sell energy. 
 
(d) An External Market Buyer may refuse delivery of some or all of the energy it requested 
to purchase in the Day-ahead Energy Market by notifying the Office of the Interconnection of 
the adjustment in deliveries not later than 60 minutes prior to the hour in which the adjustment is 
to take effect, but any such adjustment shall not affect the obligation of the External Market 
Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy Market at the 
applicable Day-ahead Prices.  
 
(e) The Office of the Interconnection shall provide External Market Buyers and External 
Market Sellers and parties to bilateral transactions with any revisions to their schedules resulting 
from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The Office of the 
Interconnection may also commit additional resources after such time as system conditions 
require.  For each hour in the Operating Day, as soon as practicable after the deadlines specified 
in the foregoing subsection of this Section 1.10, the Office of the Interconnection shall provide 
External Market Buyers and External Market Sellers and parties to bilateral transactions with any 
revisions to their schedules for the hour.   
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2.5 Calculation of Real-time Prices. 
 
(a) The Office of the Interconnection shall determine the least costly means of obtaining 
energy to serve the next increment of load (taking account of any applicable and available load 
reductions indicated on PRD Curves properly submitted by any PRD Provider) at each bus in the 
PJM Region represented in the State Estimator and each Interface Pricing Point between PJM 
and an adjacent Control Area, based on the system conditions described by the most recent 
power flow solution produced by the State Estimator program and utilized in the PJM security-
constrained economic dispatch algorithm and the energy offers that are the basis for the Day-
ahead Energy Market, or that are determined to be eligible for consideration under Section 2.4 in 
connection with the real-time dispatch, as applicable.  This calculation shall be made by applying 
a real-time joint optimization of energy and reserves, given actual system conditions, a set of 
energy offers, a set of reserve offers, a set of Reserve Penalty Factors, and any binding 
transmission constraints that may exist.  In performing this calculation, the Office of the 
Interconnection shall calculate the cost of serving an increment of load at each bus from each 
resource associated with an eligible energy offer as the sum of the following components of 
Locational Marginal Price:  (1) System Energy Price, which is the price at which the Market 
Seller has offered to supply an additional increment of energy from a generation resource or 
decrease an increment of energy being consumed by a Demand Resource, (2) Congestion 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 the resource on transmission line 
loadings, and (3) Loss 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. The real-time Locational Marginal Prices at 
a bus shall be determined through the joint optimization program based on the lowest marginal 
cost to serve the next increment of load at the bus taking into account the applicable reserve 
requirements, unit resource constraints, transmission constraints, and marginal loss impact.   
 
(b) If all reserve requirements in every modeled Reserve Zone and Reserve Sub-zone can be 
met at prices less than or equal to the applicable Reserve Penalty Factor for those reserve 
requirements, real-time Locational Marginal Prices shall be calculated as described in Section 
2.5(a) above and no Reserve Penalty Factor(s) shall apply beyond the normal lost opportunity 
costs incurred by the reserve requirements.  When a reserve requirement cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor(s) associated with a Reserve Zone or 
Reserve Sub-zone, the real-time Locational Marginal Prices shall be calculated by incorporating 
the applicable Reserve Penalty Factor(s) for the deficient reserve requirement as the lost 
opportunity cost impact of the deficient reserve requirement, and the components of Locational 
Marginal Prices referenced in Section 2.5(a) above shall be calculated as described below. 

(c)    The Office of the Interconnection shall issue day-ahead alerts to PJM Members of the 
possible need to use emergency procedures during the following Operating Day.  Such 
emergency procedures may be required to alleviate real-time emergency conditions such as a 
transmission emergency or potential reserve shortage.  The alerts issued by the Office of the 
Interconnection may include, but are not limited to, the Maximum Generation Emergency Alert, 
Primary Reserve Alert and/or Voltage Reduction Alert.   These alerts shall be issued to keep all 
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affected system personnel informed of the forecasted status of the PJM bulk power system. The 
Office of the Interconnection shall notify PJM Members of all alerts and the cancellation thereof 
via the methods described in the PJM Manuals.  The alerts shall be issued as soon as practicable 
to allow PJM Members sufficient time to prepare for such operating conditions.  The day-ahead 
alerts issued by the Office of the Interconnection are for informational purposes only and by 
themselves will not impact price calculation during the Operating Day. 

 

(d) The Office of the Interconnection shall issue a warning of impending operating reserve 
shortage and other emergency conditions in real-time to inform members of actual capacity 
shortages or contingencies that may jeopardize the reliable operation of the PJM bulk power 
system. Such warnings will generally precede any associated action taken to address the shortage 
conditions.   The Office of the Interconnection shall notify PJM Members of the issuance and 
cancellation of emergency procedures via the methods described in the PJM Manuals. The 
warnings that the Office of the Interconnection may issue include, but are not limited to, the 
Primary Reserve Warning, Voltage Reduction Warning, and Manual Load Dump Warning.   

The purpose of the Primary Reserve Warning is to warn members that the available Primary 
Reserve may be less than the Primary Reserve Requirement.  If the Primary Reserve shortage 
condition was forecasted in both security-constrained economic dispatch solutions as described 
in Section 2.2(d) above, the applicable Reserve Penalty Factor is incorporated into the 
Synchronized Reserve Market Clearing Price, Non-Synchronized Reserve Market Clearing Price 
and Locational Marginal Price as applicable.  

The purpose of the Voltage Reduction Warning is to warn PJM Members that the available 
Synchronized Reserve may be less than the Synchronized Reserve Requirement and that a 
voltage reduction may be required.  Following the Voltage Reduction Warning, the Office of the 
Interconnection may issue a Voltage Reduction Action during which it directs PJM Members to 
initiate a voltage reduction.  If the Office of the Interconnection issues a Voltage Reduction 
Action for the Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary 
Reserve Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement 
are incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Voltage Reduction Action has been 
terminated.  

The purpose of the Manual Load Dump Warning is to warn members that dumping load may be 
necessary to maintain reliability.  Following the Manual Load Dump Warning, the Office of the 
Interconnection may commence a Manual Load Dump Action during which it directs PJM 
Members to initiate a manual load dump pursuant to the procedures described in the PJM 
Manuals.  If the Office of the Interconnection issues a Manual Load Dump Action for the 
Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary Reserve 
Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement are 
incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
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Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Manual Load Dump Action has been 
terminated.  

Shortage pricing will be terminated in a Reserve Zone or Reserve Sub-Zone when demand and 
reserve requirements can be fully satisfied with generation and demand response resources and 
any Voltage Reduction Action and/or Manual Load Dump Action taken for that Reserve Zone or 
Reserve Sub-Zone has also been terminated.   
 
(e) During the Operating Day, the calculation set forth in (a) shall be performed every five 
minutes, using the Office of the Interconnection’s Locational Marginal Price program, producing 
a set of Real-time Prices based on system conditions during the preceding interval.  The prices 
produced at five-minute intervals during an hour will be integrated to determine the Real-time 
Prices for that hour.  
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2.6A Interface Prices. 
 
PJM shall from time to time, as appropriate, define and revise Interface Pricing Points for 
purposes of calculating LMPs for energy exports to or energy imports from external balancing 
authority areas.  Such Interface Pricing Points may represent external balancing authority areas, 
aggregates of external balancing authority areas, or portions of any external balancing authority 
area.  Subject to the terms of this Section 2.6A, PJM may define Interface Pricing Points and 
interface pricing methods for a sub-area of a balancing authority area different from the pricing 
points and interface pricing methods applicable to the adjacent balancing authority area where 
the sub-area is located, and no action of the balancing authority area or any entity whose 
transactions do not source and/or sink within the sub-area shall affect the pricing points or 
interface pricing methods established for such sub-area. Definitions of Interface Pricing Points 
and price calculation methodologies may vary, depending on such factors as whether an external 
balancing authority area operates an organized electric market with locational pricing, whether 
the external balancing authority has entered an interregional congestion management agreement 
with PJM, and the availability of data from the external balancing authority area on such relevant 
items as unit costs, run status, and output.  PJM shall negotiate in good faith with any external 
balancing authority that seeks to enter into an interregional congestion management agreement 
with PJM, and will file such agreement, upon execution, with the Commission.  In the event PJM 
and an external balancing authority do not reach a mutually acceptable agreement, the external 
balancing authority may request, and PJM shall file with the Commission within 90 days after 
such request, an unexecuted congestion management agreement for such balancing authority. 
Nothing herein precludes PJM from entering into agreements with External Resource owners for 
the Dynamic Transfer of such resources, as contemplated by section 1.12 of this Schedule, at 
prices determined in accordance with such agreements.  Acceptable pricing point definitions and 
pricing methodologies include, but are not limited to, the following:  
 
(a) External Balancing Authority Areas that are Part of Larger Centrally Dispatched 
Organizations.  PJM shall determine a set of nodes external to the PJM system representing an 
external balancing authority area or set of balancing authority areas via flow analysis, utilizing 
standard power flow analysis tools, of the impact of transactions from the balancing authority 
area or areas on the transmission facilities connecting PJM with such external area(s).  PJM shall 
then weight the contribution of each identified node to the calculation of the interface price. For 
each Interface Pricing Point, a set of Tie Lines will be defined and each node in the interface 
definition will be assigned to a Tie Line.  PJM shall utilize the sensitivity of the Tie Lines to an 
injection at each external pricing point to weight the node associated with that Tie Line in the 
Interface Pricing Point calculation, as more fully described in the PJM Manuals. 
 
(b) External Areas that are Not Part of Larger Centrally Dispatched Organizations.  PJM may 
define pricing points aggregating multiple directly or non-directly connected external balancing 
authority areas that are not part of larger centrally dispatched organizations.  Prices at such points 
representing aggregated balancing authority areas shall be determined as described in subsection 
(a) above; provided, however, that PJM shall define Interface Pricing Points corresponding to 
individual, directly connected balancing authority areas, and establish alternative pricing 
methodologies for use as to such areas, to the extent that necessary supporting data is provided 
from the external area, as follows: 
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(1) PJM will define an Interface Pricing Point corresponding to a directly connected 
individual external balancing authority area or sub-area within a directly connected 
balancing authority area and determine prices in accordance with High-Low Pricing, as 
defined in section (A) below, if the balancing authority area or sub-area within the 
balancing authority area provides the data described in section (B) below. 

 
(A) Under High-Low Pricing, the price for imports of energy to PJM from the 
external balancing authority area shall equal the LMP calculated by PJM at the 
generator bus in such area with an output greater than 0 MW that has the lowest 
price in such area; and the price for exports of energy from PJM to the external 
balancing authority area shall equal the price at the generator bus in such area 
with an output greater than 0 MW that has the highest price in such area, updated 
every 5 minutes in the real time market and calculated for each hour in the Day-
Ahead market, to the extent and for the periods that the information described 
below is provided. 

 
(B)   Such pricing point and pricing methodology shall be provided only to the 
extent the external balancing authority area or sub-area provides or causes to be 
provided to PJM real-time telemetered load, generation and similar data for such 
area or sub-area demonstrating that the transaction receiving such pricing sources, 
or sinks as appropriate, in such area or sub-area.  Such data shall be of the type 
and in the form specified in the PJM Manuals.  If such data is provided, any 
transaction, regardless of participant, sourcing or sinking in such area will be 
priced in accordance with section (A) above.  During any hour in which any entity 
makes any purchases from other external areas outside of such area or sub-area 
(other than delivery of external designated Network Resources or such other 
exceptions specifically documented for such area or sub-area in the PJM 
Manuals) at the same time that energy sales into PJM are being made, or 
purchases energy from PJM for delivery into such area or sub-area while sales 
from such area to other external areas are simultaneously implemented (subject to 
any exceptions specifically documented for such area or sub-area in the PJM 
Manuals), pricing will revert to the applicable import or export pricing point that 
would otherwise be assigned to such external area or sub-area.   

 
(2) PJM will define an Interface Pricing Point corresponding to an individual external 
balancing authority area or sub-area within a directly connected balancing authority area 
and determine prices in accordance with Marginal Cost Proxy Pricing, as defined in 
section (A) below, if the balancing authority area or sub-area within a directly connected 
balancing authority area provides, in addition to the data specified in section (1)(B) 
above, the data described in section (B) below, provided, however, that such pricing 
methodology shall terminate, and pricing shall be governed by the methodology 
described in subsection (a) or (b)(1) above, as applicable, on January 31, 2010 for any 
external balancing authority area that has not executed an interregional congestion 
management agreement with the Office of the Interconnection prior to January 31, 2010. 
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(A) Under Marginal Cost Proxy Pricing, PJM shall compare the individual bus 
LMP for each generator in the PJM model in the directly connected balancing 
authority area or sub-area having a telemetered output greater than zero MW to 
the marginal cost for that generator. 

 
In real time, during each 5-minute calculation of LMPs for the PJM Region, PJM 
shall calculate the energy price for imports to PJM from such area or sub-area as 
the lowest LMP of any generator bus in such area or sub-area with an output 
greater than 0 MW that has an LMP less than its marginal cost for such 5-minute 
interval.  If no generator with an output greater than 0 MW has an LMP less than 
its marginal cost, then the import price shall be the average of the bus LMPs for 
the set of generators in such area with an output greater than 0 MW that PJM 
determines to be the marginal units in that area for that 5-minute interval.  PJM 
shall determine the set of marginal units in the external area by summing the 
output of the units serving load in that area in ascending order of the units’ 
marginal costs until such sum equals the real time load in such external area.  
Units in the external area with marginal costs at or above that of the last unit 
included in the sum shall be the marginal units for that area for that interval. 

 
PJM similarly shall calculate the energy price for exports from PJM to such area 
or sub-area as the highest LMP of any generator bus in such area or sub-area with 
an output greater than 0 MW that has an LMP greater than its marginal cost for 
such 5-minute interval.   If no generator with an output greater than 0 MW has an 
LMP greater than its marginal cost, then the export price shall be the  average of 
the bus LMPs for the set of generators with an output greater than 0 MW that PJM 
determines to be the marginal units in such area for that 5-minute interval, as 
described above.  
 
Locational interface prices in the Day-ahead Energy Market shall be calculated in 
the same manner as set forth above for the Real-time Energy Market, except that 
such prices will be determined on an hourly basis, utilizing information regarding 
whether each unit in such area is scheduled to run for each hour of the following 
day, provided as specified in subsection (B) below. 
 
(B)   Such pricing point and pricing methodology shall be provided only to the 
extent the external balancing authority area or sub-area provides or causes to be 
provided to PJM (i) unit-specific, real time telemetered output data for each unit 
in the PJM network model in such area or sub-area; (ii) unit-specific marginal 
cost data for each unit in the PJM network model in such area or sub-area, 
prepared in accordance with the PJM Manuals and subject to the same review of 
the PJM Independent Market Monitor as any such cost data for internal PJM 
units; and (iii) a day-ahead indication for each unit in such area or sub-area as to 
whether that unit is scheduled to run for each hour of the following day. During 
any hour in which any entity makes any purchases from other external areas 
outside of such area or sub-area (other than delivery of external designated 
Network Resources or such other exceptions specifically documented for such 
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area or sub-area in the PJM Manuals) at the same time that energy sales into PJM 
are being made, or purchases energy from PJM for delivery into such area or sub-
area while sales from such area to other external areas are simultaneously 
implemented (subject to any exceptions specifically documented for such area or 
sub-area in the PJM Manuals), pricing will revert to the applicable import or 
export pricing point that would otherwise be assigned to such external area or 
sub-area. 
 
(C) PJM shall post the individual generator bus LMPs in the directly 
connected external control areas for informational purposes; provided, however, 
that no settlement shall take place at such external bus LMPs, and such nodes 
shall not be available for the submission of Virtual Transactions in the PJM Day-
ahead Energy Market. 

 
(3) All data provided to PJM by balancing and/or reliability authorities hereunder will 
be used only for the purpose of implementing the interface pricing set forth herein, will 
be treated confidentially by PJM, and will be afforded the same treatment provided to 
Member confidential data under the PJM Operating Agreement. 
 
(4) PJM reserves the right to audit the data supplied to PJM hereunder by giving 
written notice to the relevant balancing/reliability authority/market operator no more than 
three months following provision of such data, and at least ten (10) Business Days in 
advance of the date that PJM wishes to initiate such audit, with completion of the audit 
occurring within sixty (60) days of such notice.  Each party shall be responsible for its 
own expenses related to any such audit. 
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3.2 Market Buyers. 
 
3.2.1 Spot Market Energy Charges. 
 
(a) The Office of the Interconnection shall calculate System Energy Prices in the form of 
Day-ahead System Energy Prices and Real-time System Energy Prices for the PJM Region, in 
accordance with Section 2 of this Schedule. 
 
(b) Market Buyers shall be charged for all load (net of Behind The Meter Generation 
expected to be operating, but not to be less than zero) scheduled to be served from the PJM 
Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead System Energy 
Price. 
 
(c) Generating Market Buyers shall be paid for all energy scheduled to be delivered to the 
PJM Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead System 
Energy Price. 
 
(d) At the end of each hour during an Operating Day, the Office of the Interconnection shall 
calculate the total amount of net hourly PJM Interchange for each Market Buyer, including 
Generating Market Buyers, in accordance with the PJM Manuals.  For Internal Market Buyers 
that are Load Serving Entities or purchasing on behalf of Load Serving Entities, this calculation 
shall include determination of the net energy flows from:  (i) Tie Lines; (ii) any generation 
resource the output of which is controlled by the Market Buyer but delivered to it over another 
entity’s Transmission Facilities; (iii) any generation resource the output of which is controlled by 
another entity but which is directly interconnected with the Market Buyer’s transmission system; 
(iv) deliveries pursuant to bilateral energy sales; (v) receipts pursuant to bilateral energy 
purchases; and (vi) an adjustment to account for the day-ahead PJM Interchange, calculated as 
the difference between scheduled withdrawals and injections by that Market Buyer in the Day-
ahead Energy Market.  For External Market Buyers and Internal Market Buyers that are not Load 
Serving Entities or purchasing on behalf of Load Serving Entities, this calculation shall 
determine the energy scheduled hourly for delivery to the Market Buyer net of the amounts 
scheduled by such Market Buyer in the Day-ahead Energy Market. 
 
(e) An Internal Market Buyer shall be charged for Spot Market Energy purchases to the 
extent of its hourly net purchases from the PJM Interchange Energy Market, determined as 
specified in Section 3.2.1(d) above.  An External Market Buyer shall be charged for its Spot 
Market Energy purchases based on the energy delivered to it, determined as specified in Section 
3.2.1(d) above. The total charge shall be determined by the product of the hourly net amount of 
PJM Interchange Imports times the hourly Real-time System Energy Price for that Market Buyer. 
 
(f) A Generating Market Buyer shall be paid as a Market Seller for sales of Spot Market 
Energy to the extent of its hourly net sales into the PJM Interchange Energy Market, determined 
as specified in Section 3.2.1(d) above.  The total payment shall be determined by the product of 
the hourly net amount of PJM Interchange Exports times the hourly Real-time System Energy 
Price for that Market Seller. 
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3.2.2 Regulation. 
 
(a) Each Internal Market Buyer that is a Load Serving Entity in a Regulation Zone shall have 
an hourly Regulation objective equal to its pro rata share of the Regulation requirements of such 
Regulation Zone for the hour, based on the Internal Market Buyer’s total load (net of operating 
Behind The Meter Generation, but not to be less than zero) in such Regulation Zone for the hour 
(“Regulation Obligation”).  An Internal Market Buyer that does not meet its hourly Regulation 
obligation shall be charged the following for Regulation dispatched by the Office of the 
Interconnection to meet such obligation: (i) the capability Regulation market-clearing price 
determined in accordance with subsection (h) of this section; (ii) the amounts, if any, described 
in subsection (f) of this section; and (iii) the performance Regulation market-clearing price 
determined in accordance with subsection (g) of this section. 
 
(b) Each Market Seller and Generating Market Buyer shall be credited for each of its 
resources supplying Regulation in a Regulation Zone at the direction of the Office of the 
Interconnection such that the calculated credit for each increment of Regulation provided by 
each resource shall be the higher of: (i) the Regulation market-clearing price; or (ii) the sum of 
the applicable Regulation offers for a resource determined pursuant to Section 3.2.2A.1 of this 
Schedule, the unit-specific shoulder hour opportunity costs described in subsection (e) of this 
section, the unit-specific inter-temporal opportunity costs, and the unit-specific opportunity costs 
discussed in subsection (d) of this section.   
  
(c) The total Regulation market-clearing price in each Regulation Zone shall be determined 
at a time to be determined by the Office of the Interconnection which shall be no earlier than the 
day before the Operating Day. In accordance with the PJM Manuals, the total Regulation market-
clearing price shall be calculated by optimizing the dispatch profile to obtain the lowest cost 
combination set of resources that satisfies the Regulation requirement. The market-clearing price 
for each regulating hour shall be equal to the average of all 5-minute clearing prices calculated 
during that hour. The total Regulation market-clearing price shall include: (i) the performance 
Regulation market-clearing price in a Regulation Zone that shall be calculated in accordance 
with subsection (g) of this section; (ii) the capability Regulation market-clearing price that shall 
be calculated in accordance with subsection (h) of this section; and (iii) a Regulation resource’s 
unit-specific opportunity costs during the 5-minute period, determined as described in subsection 
(d) below, divided by the unit-specific benefits factor described in subsection (j) of this section 
and divided by the historic accuracy score of the resource from among the resources selected to 
provide Regulation.  A resource’s Regulation offer by any Market Seller that fails the three-
pivotal supplier test set forth in section 3.2.2A.1 of this Schedule shall not exceed the cost of 
providing Regulation from such resource, plus twelve dollars, as determined pursuant to the 
formula in section 1.10.1A(e) of this Schedule. 
 
(d) In determining the Regulation 5-minute clearing price for each Regulation Zone, the 
estimated unit-specific opportunity costs of a generation resource offering to sell Regulation in 
each regulating hour, except for hydroelectric resources, shall be equal to the product of (i) the 
deviation of the set point of the generation resource that is expected to be required in order to 
provide Regulation from the generation resource’s expected output level if it had been 
dispatched in economic merit order times, (ii) the absolute value of the difference between the 
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expected Locational Marginal Price at the generation bus for the generation resource and the 
lesser of the available market-based or highest available cost-based energy offer from the 
generation resource (at the megawatt level of the Regulation set point for the resource) in the 
PJM Interchange Energy Market.   
 
For hydroelectric resources offering to sell Regulation in a regulating hour, the estimated unit-
specific opportunity costs for each hydroelectric resource in spill conditions as defined in the 
PJM Manuals will be the full value of the Locational Marginal Price at that generation bus for 
each megawatt of Regulation capability. 
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and has a day-ahead megawatt commitment greater 
than zero shall be equal to the product of (i) the deviation of the set point of the hydroelectric 
resource that is expected to be required in order to provide Regulation from the hydroelectric 
resource’s expected output level if it had been dispatched in economic merit order times (ii) the 
difference between the expected Locational Marginal Price at the generation bus for the 
hydroelectric resource and the average of the Locational Marginal Price at the generation bus for 
the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding those hours 
during which all available units at the hydroelectric resource were operating.  Estimated 
opportunity costs shall be zero for hydroelectric resources for which the average Locational 
Marginal Price at the generation bus for the appropriate on-peak or off-peak period, excluding 
those hours during which all available units at the hydroelectric resource were operating is higher 
than the actual Locational Marginal Price at the generator bus for the regulating hour.   
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and does not have a day-ahead megawatt commitment 
greater than zero shall be equal to the product of (i) the deviation of the set point of the 
hydroelectric resource that is expected to be required in order to provide Regulation from the 
hydroelectric resource’s expected output level if it had been dispatched in economic merit order 
times (ii) the difference between the average of the Locational Marginal Price at the generation 
bus for the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding 
those hours during which all available units  at the hydroelectric resource were operating and the 
expected Locational Marginal Price at the generation bus for the hydroelectric resource.  
Estimated opportunity costs shall be zero for hydroelectric resources for which the actual 
Locational Marginal Price at the generator bus for the regulating hour is higher than the average 
Locational Marginal Price at the generation bus for the appropriate on-peak or off-peak period, 
excluding those hours during which all available units at the hydroelectric resource were 
operating.   
 
For the purpose of committing resources and setting Regulation market clearing prices, the 
Office of the Interconnection shall utilize day-ahead Locational Marginal Prices to calculate 
opportunity costs for hydroelectric resources.  For the purposes of settlements, the Office of the 
Interconnection shall utilize the real-time Locational Marginal Prices to calculate opportunity 
costs for hydroelectric resources. 
 
Estimated opportunity costs for Demand Resources to provide Regulation are zero. 
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(e) In determining the credit under subsection (b) to a Market Seller or Generating Market 
Buyer selected to provide Regulation in a Regulation Zone and that actively follows the Office 
of the Interconnection‘s Regulation signals and instructions, the unit-specific opportunity cost of 
a generation resource shall be determined for each hour that the Office of the Interconnection 
requires a generation resource to provide Regulation, and for the percentage of the preceding 
shoulder hour and the following shoulder hour during which the Generating Market Buyer or 
Market Seller provided Regulation. The unit-specific opportunity cost incurred during the hour 
in which the Regulation obligation is fulfilled shall be equal to the product of (i) the deviation of 
the generation resource‘s output necessary to follow the Office of the Interconnection‘s 
Regulation signals from the generation resource‘s expected output level if it had been dispatched 
in economic merit order times (ii) the absolute value of the difference between the Locational 
Marginal Price at the generation bus for the generation resource and the lesser of the available 
market-based or highest available cost-based energy offer from the generation resource (at the 
actual megawatt level of the resource when the actual megawatt level is within the tolerance 
defined in the PJM Manuals for the Regulation set point, or at the Regulation set point for the 
resource when it is not within the corresponding tolerance) in the PJM Interchange Energy 
Market. Opportunity costs for Demand Resources to provide Regulation are zero. 
 
The unit-specific opportunity costs associated with uneconomic operation during the preceding 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the initial regulating hour in order to 
provide Regulation and the resource‘s expected output in the preceding shoulder hour times (ii) 
the absolute value of the difference between the Locational Marginal Price at the generation bus 
for the generation resource in the preceding shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in the initial regulating hour) in the PJM 
Interchange Energy Market, times (iii) the percentage of the preceding shoulder hour during 
which the deviation was incurred, all as determined by the Office of the Interconnection in 
accordance with procedures specified in the PJM Manuals. 
 
The unit-specific opportunity costs associated with uneconomic operation during the following 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the final regulating hour in order to provide 
Regulation and the resource‘s expected output in the following shoulder hour times (ii) the 
absolute value of the difference between the Locational Marginal Price at the generation bus for 
the generation resource in the following shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in final regulating hour) in the PJM Interchange 
Energy Market, times (iii) the percentage of the following shoulder hour during which the 
deviation was incurred, all as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. 
 
(f) Any amounts credited for Regulation in an hour in excess of the Regulation market-
clearing price in that hour shall be allocated and charged to each Internal Market Buyer in a 
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Regulation Zone that does not meet its hourly Regulation obligation in proportion to its 
purchases of Regulation in such Regulation Zone in megawatt-hours during that hour. 
 
(g)  To determine the performance Regulation market-clearing price for each Regulation 
Zone, the Office of the Interconnection shall adjust the submitted performance offer for each 
resource in accordance with the historical performance of that resource, the amount of 
Regulation that resource will be dispatched based on the ratio of control signals calculated by the 
Office of the Interconnection, and the unit-specific benefits factor described in subsection (j) of 
this section for which that resource is qualified.  The maximum adjusted performance offer of all 
cleared resources will set the performance Regulation market-clearing price. 
 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions, will be credited for Regulation performance by multiplying 
the assigned MW(s) by the performance Regulation market-clearing price, by the ratio between 
the requested mileage for the Regulation dispatch signal assigned to the Regulation resource and 
the Regulation dispatch signal assigned to traditional resources, and by the Regulation resource’s 
accuracy score calculated in accordance with subsection (k) of this section. 
 
(h) The Office of the Interconnection shall divide each Regulation resource’s capability offer 
by the unit-specific benefits factor described in subsection (j) of this section and divided by the 
historic accuracy score for the resource for the purposes of committing resources and setting the 
market clearing prices. 
 
The Office of the Interconnection shall calculate the capability Regulation market-clearing price 
for each Regulation Zone by subtracting the performance Regulation market-clearing price 
described in subsection (g) from the total Regulation market clearing price described in 
subsection (c). This residual sets the capability Regulation market clearing price for that market 
hour. 
 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions will be credited for Regulation capability based on the 
assigned MW and the capability Regulation market-clearing price multiplied by the Regulation 
resource’s accuracy score calculated in accordance with subsection (k) of this section. 
 
(i)  In accordance with the processes described in the PJM Manuals, the Office of the 
Interconnection shall: (i) calculate inter-temporal opportunity costs for each applicable resource; 
(ii) include such inter-temporal opportunity costs in each applicable resource’s offer to sell 
frequency Regulation service; and (iii) account for such inter-temporal opportunity costs in the 
Regulation market-clearing price.   

 
(j)  The Office of the Interconnection shall calculate a unit-specific benefits factor for each of 
the dynamic Regulation signal and traditional Regulation signal in accordance with the PJM 
Manuals.  Each resource shall be assigned a unit-specific benefits factor based on their order in 
the merit order stack for the applicable Regulation signal.  The unit-specific benefits factor is the 
point on the benefits factor curve that aligns with the last megawatt, adjusted by historical 
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performance, that resource will add to the dynamic resource stack.  The unit-specific benefits 
factor for the traditional Regulation signal shall be equal to one. 
 
(k) The Office of the Interconnection shall calculate each Regulation resource’s accuracy 
score.  The accuracy score shall be the average of a delay score, correlation score, and energy 
score for each ten second interval.  For purposes of setting the interval to be used for the 
correlation score and delay scores, PJM will use the maximum of the correlation score plus the 
delay score for each interval. 
 
The Office of the Interconnection shall calculate the correlation score using the following 
statistical correlation function (r) that measures the delay in response between the Regulation 
signal and the resource change in output: 
 
 Correlation Score = rSignal,Response(δ,δ+5 Min); 
     δ=0 to 5 Min 
 
 where δ is delay. 
 
The Office of the Interconnection shall calculate the delay score using the following equation: 
 
 Delay Score = Abs ((δ- 5 Minutes) / (5 Minutes)). 
 
The Office of the Interconnection shall calculate a energy score as a function of the difference in 
the energy provided versus the energy requested by the Regulation signal while scaling for the 
number of samples.  The energy score is the absolute error (ε) as a function of the resource’s 
Regulation capacity using the following equations: 
 
 Energy Score = 1 - 1/n ∑ Abs (Error); 
 
 Error = Average of Abs ((Response - Regulation Signal) / (Hourly Average Regulation 
 Signal)); and 
 
 

n = the number of samples in the hour and the energy. 
 
The Office of the Interconnection shall calculate an accuracy score for each Regulation resource 
that is the average of the delay score, correlation score, and energy score for a five-minute period 
using the following equation where the energy score, the delay score, and the correlation score 
are each weighted equally: 
 
 Accuracy Score = max ((Delay Score) + (Correlation Score)) + (Energy  Score). 
 
The historic accuracy score will be based on a rolling average of the hourly accuracy scores, with 
consideration of the qualification score, as defined in the PJM Manuals. 
 
3.2.2A Offer Price Caps. 
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3.2.2A.1 Applicability. 
 
(a) Each hour, the Office of the Interconnection shall conduct a three-pivotal supplier test as 
described in this section.  Regulation offers from Market Sellers that fail the three-pivotal 
supplier test shall be capped in the hour in which they failed the test at their cost based offers as 
determined pursuant to section 1.10.1A(e) of this Schedule.  A Regulation supplier fails the 
three-pivotal supplier test in any hour in which such Regulation supplier and the two largest 
other Regulation suppliers are jointly pivotal. 
 
(b) For the purposes of conducting the three-pivotal supplier test pursuant to this section, the 
following applies: 
 

(i) The three-pivotal supplier test will include in the definition of available 
supply all offers from resources capable of satisfying the Regulation 
requirement of the PJM Region multiplied by the historic accuracy score 
of the resource and multiplied by the unit-specific benefits factor for 
which the capability cost-based offer plus the performance cost-based 
offer plus any eligible opportunity costs is no greater than 150 percent of 
the clearing price that would be calculated if all offers were limited to cost 
(plus eligible opportunity costs). 

 
(ii) The three-pivotal supplier test will apply on a Regulation supplier basis 

(i.e. not a resource by resource basis) and only the Regulation suppliers 
that fail the three-pivotal supplier test will have their Regulation offers 
capped.  A Regulation supplier for the purposes of this section includes 
corporate affiliates.  Regulation from resources controlled by a Regulation 
supplier or its affiliates, whether by contract with unaffiliated third parties 
or otherwise, will be included as Regulation of that Regulation supplier.  
Regulation provided by resources owned by a Regulation supplier but 
controlled by an unaffiliated third party, whether by contract or otherwise, 
will be included as Regulation of that third party. 

 
(iii)  Each supplier shall be ranked from the largest to the smallest offered 

megawatt of eligible Regulation supply adjusted by the historic 
performance of each resource and the unit-specific benefits factor.  
Suppliers are then tested in order, starting with the three largest suppliers.  
For each iteration of the test, the two largest suppliers are combined with a 
third supplier, and the combined supply is subtracted from total effective 
supply.  The resulting net amount of eligible supply is divided by the 
Regulation requirement for the hour to determine the residual supply 
index.  Where the residual supply index for three pivotal suppliers is less 
than or equal to 1.0, then the three suppliers are jointly pivotal and the 
suppliers being tested fail the three pivotal supplier test.  Iterations of the 
test continue until the combination of the two largest suppliers and a third 
supplier result in a residual supply index greater than 1.0, at which point 
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the remaining suppliers pass the test.  Any resource owner that fails the 
three-pivotal supplier test will be offer-capped. 

 
3.2.3 Operating Reserves. 
 
(a) A Market Seller’s pool-scheduled resources capable of providing Operating Reserves 
shall be credited as specified below based on the prices offered for the operation of such 
resource, provided that the resource was available for the entire time specified in the Offer Data 
for such resource.  To the extent that Section 3.2.3A.01 of Schedule 1 of this Agreement does not 
meet the Day-ahead Scheduling Reserves Requirement, the Office of the Interconnection shall 
schedule additional Operating Reserves pursuant to Section 1.7.17 and 1.10 of Schedule 1 of this 
Agreement.  In addition the Office of the Interconnection shall schedule Operating Reserves 
pursuant to those sections to satisfy any unforeseen Operating Reserve requirements that are not 
reflected in the Day-ahead Scheduling Reserves Requirement. 
 
(b) The following determination shall be made for each pool-scheduled resource that is 
scheduled in the Day-ahead Energy Market:  the total offered price for start-up and no-load fees 
and energy, determined on the basis of the resource’s scheduled output, shall be compared to the 
total value of that resource’s energy – as determined by the Day-ahead Energy Market and the 
Day-ahead Prices applicable to the relevant generation bus in the Day-ahead Energy Market. 
PJM shall also (i) determine whether any resources were scheduled in the Day-ahead Energy 
Market to provide Black Start service, Reactive Services or transfer interface control during the 
Operating Day because they are known or expected to be needed to maintain system reliability in 
a Zone during the Operating Day in order to minimize the total cost of Operating Reserves 
associated with the provision of such services and reflect the most accurate possible expectation 
of real-time operating conditions in the day-ahead model, which resources would not have 
otherwise been committed in the day-ahead security-constrained dispatch and (ii) report on the 
day following the Operating Day the megawatt quantities scheduled in the Day-ahead Energy 
Market for the above-enumerated purposes for the entire RTO. 
 
Except as provided in Section 3.2.3(n), if the total offered price summed over all hours exceeds 
the total value summed over all hours, the difference shall be credited to the Market Seller. The 
Office of the Interconnection shall apply any balancing Operating Reserve credits allocated 
pursuant to this Section 3.2.3(b) to real-time deviations from day-ahead schedules or real-time 
load share plus exports, pursuant to Section 3.2.3(p), depending on whether the balancing 
Operating Reserve credits are related to resources scheduled during the reliability analysis for an 
Operating Day, or during the actual Operating Day.   
 

(i) For resources scheduled by the Office of the Interconnection during the 
reliability analysis for an Operating Day, the associated balancing 
Operating Reserve credits shall be allocated based on the reason the 
resource was scheduled according to the following provisions: 

 
(A) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
operate in real-time to augment the physical resources committed in the 
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Day-ahead Energy Market to meet the forecasted real-time load plus the 
Operating Reserve requirement, the associated balancing Operating 
Reserve credits, identified as RA Credits for Deviations, shall be allocated 
to real-time deviations from day-ahead schedules.   
 
(B) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve 
credits, identified as RA Credits for Reliability, shall be allocated 
according to ratio share of real time load plus export transactions.  
 
(C) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing 
Operating Reserves, the associated balancing Operating Reserve credits 
shall be segmented and separately allocated pursuant to subsections 
3.2.3(b)(i)(A) or 3.2.3(b)(i)(B) hereof.  Balancing Operating Reserve 
credits for such resources will be identified in the same manner as units 
committed during the reliability analysis pursuant to subsections 
3.2.3(b)(i)(A) and 3.2.3(b)(i)(B) hereof. 

 
(ii) For resources scheduled during an Operating Day, the associated 

balancing Operating Reserve credits shall be allocated according to the 
following provisions: 

 
(A) If the Office of the Interconnection directs a resource to operate 
during an Operating Day to provide balancing Operating Reserves, the 
associated balancing Operating Reserve credits, identified as RT Credits 
for Reliability, shall be allocated according to ratio share of load plus 
exports.  The foregoing notwithstanding, credits will be applied pursuant 
to this section only if the LMP at the resource's bus does not meet or 
exceed the applicable offer of the resource for at least four 5-minute 
intervals during one or more discrete clock hours during each period the 
resource operated and produced MWs during the relevant Operating Day.  
If a resource operated and produced MWs for less than four 5-minute 
intervals during one or more discrete clock hours during the relevant 
Operating Day, the credits for that resource during the hour it was 
operated less than four 5-minute intervals will be identified as being in the 
same category (RT Credits for Reliability or RT Credits for Deviations) as 
identified for the Operating Reserves for the other discrete clock hours. 
 
(B) If the Office of the Interconnection directs a resource not covered 
by Section 3.2.3(b)(ii)(A) hereof to operate in real-time during an 
Operating Day, the associated balancing Operating Reserve credits, 
identified as RT Credits for Deviations, shall be allocated according to 
real-time deviations from day-ahead schedules.   



 

Page 610 

 
(iii) PJM shall post on its Web site the aggregate amount of MWs committed 

that meet the criteria referenced in subsections (b)(i) and (b)(ii) hereof. 
 
(c) The sum of the foregoing credits calculated in accordance with Section 3.2.3(b) plus any 
unallocated charges from Section 3.2.3(h) and 5.1.7, and any shortfalls paid pursuant to the 
Market Settlement provision of the Day-ahead Economic Load Response Program, shall be the 
cost of Operating Reserves in the Day-ahead Energy Market. 
 
(d) The cost of Operating Reserves in the Day-ahead Energy Market shall be allocated and 
charged to each Market Participant in proportion to the sum of its (i) scheduled load (net of 
Behind The Meter Generation expected to be operating, but not to be less than zero) and 
accepted Decrement Bids in the Day-ahead Energy Market in megawatt-hours for that Operating 
Day; and (ii) scheduled energy sales in the Day-ahead Energy Market from within the PJM 
Region to load outside such region in megawatt-hours for that Operating Day, but not including 
its bilateral transactions that are Dynamic Transfers to load outside such area pursuant to Section 
1.12, except to the extent PJM scheduled resources to provide Black Start service, Reactive 
Services or transfer interface control. The cost of Operating Reserves in the Day-ahead Energy 
Market for resources scheduled to provide Black Start service for the Operating Day which 
resources would not have otherwise been committed in the day-ahead security constrained 
dispatch shall be allocated by ratio share of the monthly transmission use of each Network 
Customer or Transmission Customer serving Zone Load or Non-Zone Load, as determined in 
accordance with the formulas contained in Schedule 6A of the PJM Tariff.  The cost of 
Operating Reserves in the Day-ahead Energy Market for resources scheduled to provide Reactive 
Services or transfer interface control because they are known or expected to be needed to 
maintain system reliability in a Zone during the Operating Day and would not have otherwise 
been committed in the day-ahead security constrained dispatch shall be allocated and charged to 
each Market Participant in proportion to the sum of its real-time deliveries of energy to load (net 
of operating Behind The Meter Generation) in such Zone, served under Network Transmission 
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all 
Market Participants in such Zone.  
 
(e) At the end of each Operating Day, the following determination shall be made for each 
synchronized pool-scheduled resource of each Market Seller that operates as requested by the 
Office of the Interconnection.  For each calendar day, pool-scheduled resources in the Real-time 
Energy Market shall be made whole for each of the following segments: 1) the greater of their 
day-ahead schedules or minimum run time (minimum down time for Demand Resources); and 2) 
any block of hours the resource operates at PJM’s direction in excess of the greater of its day-
ahead schedule or minimum run time (minimum down time for Demand Resources). For each 
calendar day, and for each synchronized start of a generation resource or PJM-dispatched 
economic load reduction, there will be a maximum of two segments for each resource.  Segment 
1 will be the greater of the day-ahead schedule and minimum run time (minimum down time for 
Demand Resources) and Segment 2 will include the remainder of the contiguous hours when the 
resource is operating at the direction of the Office of the Interconnection, provided that a 
segment is limited to the Operating Day in which it commenced and cannot include any part of 
the following Operating Day. 
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A Generation Capacity Resource that operates outside of its unit-specific parameters will not 
receive Operating Reserve Credits nor be made whole for such operation when not dispatched by 
the Office of the Interconnection, unless the Market Seller of the Generation Capacity Resource 
can justify to the Office of the Interconnection that operation outside of such unit-specific 
parameters was the result of an actual constraint.  Such Market Seller shall provide to the Market 
Monitoring Unit and the Office of the Interconnection its request to receive Operating Reserve 
Credits and/or to be made whole for such operation, along with documentation explaining in 
detail the reasons for operating its resource outside of its unit-specific parameters, within thirty 
calendar days following the issuance of billing statement for the Operating Day.  The Market 
Seller shall also respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection.  The Market Monitoring Unit shall evaluate such request 
for compensation and provide its determination of whether there was an exercise of market 
power to the Office of the Interconnection by no later than twenty-five calendar days after 
receiving the Market Seller’s request for compensation.  The Office of the Interconnection shall 
make its determination whether the Market Seller justified that it is entitled to receive Operating 
Reserve Credits and/or be made whole for such operation of its resource for the day(s) in 
question, by no later than thirty calendar days after receiving the Market Seller’s request for 
compensation. 
 
Credits received pursuant to this section shall be equal to the positive difference between a 
resource’s total offered price for start-up (shutdown costs for Demand Resources) and no-load 
fees and energy, determined on the basis of the resource’s scheduled output, and the total value 
of the resource’s energy in  the  Day-ahead Energy Market plus any credit or change for quantity 
deviations, at PJM dispatch direction, from the Day-ahead Energy Market during the Operating 
Day at the real-time LMP(s) applicable to the relevant generation bus in the Real-time Energy 
Market.  The foregoing notwithstanding, credits for segment 2 shall exclude start up (shutdown 
costs for Demand Resources) costs for generation resources. 
 
Except as provided in Section 3.2.3(m), if the total offered price exceeds the total value, the 
difference less any credit as determined pursuant to Section 3.2.3(b), and less any amounts 
credited for Synchronized Reserve in excess of the Synchronized Reserve offer plus the 
resource’s opportunity cost, and less any amounts credited for Non-Synchronized Reserve in 
excess of the Non-Synchronized Reserve offer plus the resource’s opportunity cost, and less any 
amounts credited for providing Reactive Services as specified in Section 3.2.3B, and less any 
amounts for Day-ahead Scheduling Reserve in excess of the Day-ahead Scheduling Reserve 
offer plus the resource’s opportunity cost, shall be credited to the Market Seller.  
 
Synchronized Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits 
applied against Operating Reserve credits pursuant to this section shall be netted against the 
Operating Reserve credits earned in the corresponding hour(s) in which the Synchronized 
Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits accrued, 
provided that for condensing combustion turbines, Synchronized Reserve credits will be netted 
against the total Operating Reserve credits accrued during each hour the unit operates in 
condensing and generation mode. 
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(f) A Market Seller’s steam-electric generating unit or combined cycle unit operating in 
combined cycle mode that is pool scheduled (or self-scheduled, if operating according to Section 
1.10.3 (c) hereof), the output of which is reduced or suspended at the request of the Office of the 
Interconnection due to a transmission constraint or other reliability issue, and for which the 
hourly integrated, real-time LMP at the unit’s bus is higher than the unit’s offer corresponding to 
the level of output requested by the Office of the Interconnection (as indicated either by the 
desired MWs of output from the unit determined by PJM’s unit dispatch system or as directed by 
the PJM dispatcher through a manual override), shall be credited hourly in an amount equal to 
the product of (A) the deviation of the generating unit’s output necessary to follow the Office of 
the Interconnection’s signals and the generating unit’s expected output level if it had been 
dispatched in economic merit order, times (B) the Locational Marginal Price at the generation 
bus for the generating unit, minus (C) the applicable offer for energy on which the generating 
unit was committed in the Real-time Energy Market, provided that the resulting outcome is 
greater than $0.00.  This equation is represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the level of output for the unit 
determined according to the point on the scheduled offer curve on which the unit was operating 
corresponding to the hourly integrated real time Locational Marginal Price at the unit’s bus and 
adjusted for any Regulation or Tier 2 Synchronized Reserve assignments and limited to the lesser 
of the unit’s Economic Maximum or the unit’s Maximum Facility Output, minus the actual 
hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a market-based schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
(f-1) A Market Seller’s combustion turbine unit or combined cycle unit operating in simple 
cycle mode that is pool-scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) 
hereof), operated as requested by the Office of the Interconnection, shall be compensated for lost 
opportunity cost, and shall be limited to the lesser of the unit’s Economic Maximum or the unit’s 
Maximum Facility Output, if either of the following conditions occur:  
 

(i)  if the unit output is reduced at the direction of the Office of the 
Interconnection and the real time LMP at the unit’s bus is higher than the 
unit’s offer corresponding to the level of output requested by the Office of 
the Interconnection (as directed by the PJM dispatcher), then the Market 
Seller shall be credited in a manner consistent with that described above 
for a steam unit or combined cycle unit operating in combined cycle 
mode. 

 
(ii)  for each hour a unit is scheduled to produce energy in the Day-ahead 

Energy Market, but the unit is not called on by the Office of the 
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Interconnection and does not operate in real time, then the Market Seller 
shall be credited in an amount equal to the higher of:  

 
1)  the product of (A) the amount of megawatts committed in the 

Day-ahead Energy Market for the generating unit, and (B) the 
Real-time Price at the generation bus for the generating unit, 
minus the sum of (C) the applicable offer for energy on which 
the generating unit was committed in the Day-ahead Energy 
Market, inclusive of no-load costs, plus (D) the start-up cost, 
divided by the hours committed for each set of contiguous 
hours for which the unit was scheduled in Day-ahead Energy 
Market.  This equation is represented as (A*B) - (C+D).  The 
startup cost, (D), shall be excluded from this calculation if the 
unit operates in real time following the Office of the 
Interconnection’s direction during any portion of the set of 
contiguous hours for which the unit was scheduled in Day-
ahead Energy Market; or 
 

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

 
(f-2) A Market Seller’s hydroelectric resource that is pool-scheduled (or self-scheduled, if 
operating according to Section 1.10.3 (c) hereof), the output of which is altered at the request of 
the Office of the Interconnection from the schedule submitted by the owner, due to a 
transmission constraint or other reliability issue, shall be compensated for lost opportunity cost in 
the same manner as provided in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM 
Manuals. 
 
(f-3) If a Market Seller believes that, due to specific pre-existing binding commitments to 
which it is a party, and that properly should be recognized for purposes of this section, the above 
calculations do not accurately compensate the Market Seller for opportunity cost associated with 
following PJM dispatch instructions and reducing or suspending a unit’s output due to a 
transmission constraint or other reliability issue, then the Office of the Interconnection, the 
Market Monitoring Unit and the individual Market Seller will discuss a mutually acceptable, 
modified amount of opportunity cost compensation, taking into account the specific 
circumstances binding on the Market Seller.  Following such discussion, if the Office of the 
Interconnection accepts a modified amount of opportunity cost compensation, the Office of the 
Interconnection shall invoice the Market Seller accordingly.  If the Market Monitoring Unit 
disagrees with the modified amount of opportunity cost compensation, as accepted by the Office 
of the Interconnection, it will exercise its powers to inform the Commission staff of its concerns. 
 
(f-4) A Market Seller’s wind generating unit that is pool-scheduled or self-scheduled, has 
SCADA capability to transmit and receive instructions from the Office of the Interconnection, 
has provided data and established processes to follow PJM basepoints pursuant to the 
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requirements for wind generating units as further detailed in this Agreement, the Tariff and the 
PJM Manuals, and which is operating as requested by the Office of the Interconnection, the 
output of which is reduced or suspended at the request of the Office of the Interconnection due to 
a transmission constraint or other reliability issue, and for which the hourly integrated, real-time 
LMP at the unit’s bus is higher than the unit’s offer corresponding to the level of output 
requested by the Office of the Interconnection (as indicated either by the desired MWs of output 
from the unit determined by PJM’s unit dispatch system or as directed by the PJM dispatcher 
through a manual override), shall be credited hourly in an amount equal to the product of (A) the 
deviation of the generating unit’s output necessary to follow the Office of the Interconnection’s 
signals and the generating unit’s expected output level if it had been dispatched in economic 
merit order, times (B) the Real-time Price at the generation bus for the generating unit, minus (C) 
the applicable offer for energy on which the generating unit was committed in the Real-time 
Energy Market, provided that the resulting outcome is greater than $0.00.  This equation is 
represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a market-based- schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
 (g) The sum of the foregoing credits, plus any cancellation fees paid in accordance with 
Section 1.10.2(d), such cancellation fees to be applied to the Operating Day for which the unit 
was scheduled, plus any shortfalls paid pursuant to the Market Settlement provision of the real-
time Economic Load Response Program, less any payments received from another Control Area 
for Operating Reserves shall be the cost of Operating Reserves for the Real-time Energy Market 
in each Operating Day. 
 
(h) The cost of Operating Reserves for the Real-time Energy Market for each Operating Day, 
except those associated with the scheduling of units for Black Start service or testing of Black 
Start Units as provided in Schedule 6A of the PJM Tariff, shall be allocated and charged to each 
Market Participant in proportion to the sum of the absolute values of its (1) load deviations (net 
of operating Behind The Meter Generation) from the Day-ahead Energy Market in megawatt-
hours during that Operating Day, except as noted in subsection (h)(ii) below and in the PJM 
Manuals; (2) generation deviations (not including deviations in Behind The Meter Generation) 
from the Day-ahead Energy Market for  generation resources not following dispatch, including 
External Resources, in megawatt-hours during the Operating Day; (3) deviations from the Day-
ahead Energy Market for bilateral transactions from outside the PJM Region for delivery within 
such region in megawatt-hours during the Operating Day; and (4) deviations of energy sales 
from the Day-ahead Energy Market from within the PJM Region to load outside such region in 
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megawatt-hours during that Operating Day, but not including its bilateral transactions that are 
Dynamic Transfers to load outside such region pursuant to Section 1.12. 
 
The costs associated with scheduling of units for Black Start service or testing of Black Start 
Units shall be allocated by ratio share of the monthly transmission use of each Network Customer 
or Transmission Customer serving Zone Load or Non-Zone Load, as determined in accordance with 
the formulas contained in Schedule 6A of the PJM Tariff.    
 
Notwithstanding section (h)(1) above, as more fully set forth in the PJM Manuals, load 
deviations from the Day-ahead Energy Market shall not be assessed Operating Reserves charges 
to the extent attributable to reductions in the load of Price Responsive Demand that is in response 
to an increase in Locational Marginal Price from the Day-ahead Energy Market to the Real-time 
Energy Market and that is in accordance with a properly submitted PRD Curve.   
 
Deviations that occur within a single Zone shall be associated with the Eastern or Western 
Region, as defined in Section 3.2.3(q) of this Schedule, and shall be subject to the regional 
balancing Operating Reserve rate determined in accordance with Section 3.2.3(q).  Deviations at 
a hub shall be associated with the Eastern or Western Region if all the buses that define the hub 
are located in the region.  Deviations at an Interface Pricing Point shall be associated with 
whichever region, the Eastern or Western Region, with which the majority of the buses that 
define that Interface Pricing Point are most closely electrically associated.  If deviations at 
interfaces and hubs are associated with the Eastern or Western region, they shall be subject to the 
regional balancing Operating Reserve rate. Demand and supply deviations shall be based on total 
activity in a Zone, including all aggregates and hubs defined by buses that are wholly contained 
within the same Zone. 
 
The foregoing notwithstanding, netting deviations shall be allowed in accordance with the 
following provisions: 
 

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

 
(ii) Demand deviations will be assessed by comparing all day-ahead demand 

transactions at a single transmission zone, hub, or interface against the 
real-time demand transactions at that same transmission zone, hub, or 
interface; except that the positive values of demand deviations, as set forth 
in the PJM Manuals, will not be assessed Operating Reserve charges in the 
event of a Primary Reserve or Synchronized Reserve shortage in real-time 
or where PJM initiates the request for emergency load reductions in real-
time in order to avoid a Primary Reserve or Synchronized Reserve 
shortage.   

 
(iii) Supply deviations will be assessed by comparing all day-ahead 

transactions at a single transmission zone, hub, or interface against the 
real-time transactions at that same transmission zone, hub, or interface. 
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(i) At the end of each Operating Day, Market Sellers shall be credited on the basis of their 
offered prices for synchronous condensing for purposes other than providing Synchronized 
Reserve or Reactive Services, as well as the credits calculated as specified in Section 3.2.3(b) for 
those generators committed solely for the purpose of providing synchronous condensing for 
purposes other than providing Synchronized Reserve or Reactive Services, at the request of the 
Office of the Interconnection. 
 
(j) The sum of the foregoing credits as specified in Section 3.2.3(i) shall be the cost of 
Operating Reserves for synchronous condensing for the PJM Region for purposes other than 
providing Synchronized Reserve or Reactive Services, or in association with post-contingency 
operation for the Operating Day and shall be separately determined for the PJM Region. 
 
(k) The cost of Operating Reserves for synchronous condensing for purposes other than 
providing Synchronized Reserve or Reactive Services, or in association with post-contingency 
operation for each Operating Day shall be allocated and charged to each Market Participant in 
proportion to the sum of its (i) deliveries of energy to load (net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region, served under Network Transmission 
Service, in megawatt-hours during that Operating Day; and (ii) deliveries of energy sales from 
within the PJM Region to load outside such region in megawatt-hours during that Operating 
Day, but not including its bilateral transactions that are Dynamic Transfers to load outside the 
PJM Region pursuant to Section 1.12, as compared to the sum of all such deliveries for all 
Market Participants.   
 
(l) For any Operating Day in either, as applicable, the Day-ahead Energy Market or the 
Real-time Energy Market for which, for all or any part of such Operating Day, the Office of the 
Interconnection:  (i) declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert; or (iii) schedules units based on the anticipation of a Maximum 
Generation Emergency or a Maximum Generation Emergency Alert, the Operating Reserves 
credit otherwise provided by Section 3.2.3.(b) or Section 3.2.3(e) in connection with market-
based offers shall be limited as provided in subsections (n) or (m), respectively.  The Office of 
the Interconnection shall provide timely notice on its internet site of the commencement and 
termination of any of the actions described in subsection (i), (ii), or (iii) of this subsection (l) 
(collectively referred to as “MaxGen Conditions”).  Following the posting of notice of the 
commencement of a MaxGen Condition, a Market Seller may elect to submit a cost-based offer 
in accordance with Schedule 2 of the Operating Agreement, in which case subsections (m) and 
(n) shall not apply to such offer; provided, however, that such offer must be submitted in 
accordance with the deadlines in Section 1.10 for the submission of offers in the Day-ahead 
Energy Market or Real-time Energy Market, as applicable.  Submission of a cost-based offer 
under such conditions shall not be precluded by Section 1.9.7(b); provided, however, that the 
Market Seller must return to compliance with Section 1.9.7(b) when it submits its bid for the first 
Operating Day after termination of the MaxGen Condition. 
 
(m) For the Real-time Energy Market, if the Effective Offer Price (as defined below) for a 
market-based offer is greater than $1,000/MWh and greater than the Market Seller’s lowest 
available and applicable cost-based offer, the Market Seller shall not receive any credit for 
Operating Reserves.  For purposes of this subsection (m), the Effective Offer Price shall be the 
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amount that, absent subsections (l) and (m), would have been credited for Operating Reserves for 
such Operating Day pursuant to Section 3.2.3(e) plus the Real-time Energy Market revenues for 
the hours that the offer is economic divided by the megawatt hours of energy provided during the 
hours that the offer is economic.  The hours that the offer is economic shall be:  (i) the hours that 
the offer price for energy is less than or equal to the Real-time Price for the relevant generation 
bus, (ii) the hours in which the offer for energy is greater than Locational Marginal Price and the 
unit is operated at the direction of the Office of the Interconnection that are in addition to any 
hours required due to the minimum run time or other operating constraint of the unit, and (iii) for 
any unit with a minimum run time of one hour or less and with more than one start available per 
day, any hours the unit operated at the direction of the Office of the Interconnection.   
 
(n) For the Day-ahead Energy Market, if notice of a MaxGen Condition is provided prior to 
10:30 a.m. on the day before the Operating Day for which transactions are being scheduled and 
the Effective Offer Price for a market-based offer is greater than $1,000/MWh and greater than 
the Market Seller’s lowest available and applicable cost-based offer, the Market Seller shall not  
receive any credit for Operating Reserves.  If notice of a MaxGen Condition is provided after 
10:30 a.m. on the day before the Operating Day for which transactions are being scheduled and 
the Effective Offer Price is greater than $1,000/MWh, the Market Seller shall receive credit for 
Operating Reserves determined in accordance with Section 3.2.3(b), subject to the limit on total 
compensation stated below.  If the Effective Offer Price is less than or equal to $1,000/MWh, 
regardless of when notice of a MaxGen Condition is provided, the Market Seller shall receive 
credit for Operating Reserves determined in accordance with Section 3.2.3(b), subject to the limit 
on total compensation stated below.  For purposes of this subsection (n), the Effective Offer 
Price shall be the amount that, absent subsections (l) and (n), would have been credited for 
Operating Reserves for such Operating Day divided by the megawatt hours of energy offered 
during the Specified Hours, plus the offer for energy during such hours.  The Specified Hours 
shall be the lesser of:  (1) the minimum run hours stated by the Market Seller in its Offer Data; 
and (2) either (i) for steam-electric generating units and for combined-cycle units when such 
units are operating in combined-cycle mode, the six consecutive hours of highest Day-ahead 
Price during such Operating Day when such units are running or (ii) for combustion turbine units 
and for combined-cycle units when such units are operating in combustion turbine mode, the two 
consecutive hours of highest Day-ahead Price during such Operating Day when such units are 
running.  Notwithstanding any other provision in this subsection, the total compensation to a 
Market Seller on any Operating Day that includes a MaxGen Condition shall not exceed 
$1,000/MWh during the Specified Hours, where such total compensation in each such hour is 
defined as the amount that, absent subsections (l) and (n), would have been credited for 
Operating Reserves for such Operating Day pursuant to Section 3.2.3(b) divided by the Specified 
Hours, plus the Day-ahead Price for such hour, and no Operating Reserves payments shall be 
made for any other hour of such Operating Day.  If a unit operates in real time at the direction of 
the Office of the Interconnection consistently with its day-ahead clearing, then subsection (m) 
does not apply. 
 
(o) Dispatchable pool-scheduled generation resources and dispatchable self-scheduled 
generation resources that follow dispatch shall not be assessed balancing Operating Reserve 
deviations.  Pool-scheduled generation resources and dispatchable self-scheduled generation 
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resources that do not follow dispatch shall be assessed balancing Operating Reserve deviations in 
accordance with the calculations described below and in the PJM Manuals 
The Office of the Interconnection shall calculate a ramp-limited desired MW value for 
generation resources where the economic minimum and economic maximum are at least as far 
apart in real-time as they are in day-ahead according to the following parameters: 
 

(i) real-time economic minimum <= 105% of day-ahead economic minimum 
or day-ahead economic minimum plus 5 MW, whichever is greater. 

 
(ii) real-time economic maximum >= 95% day-ahead economic maximum or 

day-ahead economic maximum minus 5 MW, whichever is lower. 
 
The ramp-limited desired MW value for a generation resource shall be equal to: 

 
 
 
 
 
where: 
 
 1. UDStarget = UDS basepoint for the previous UDS case 
 2. AOutput = Unit’s output at case solution time 
 3. UDSLAtime = UDS look ahead time 
 4. Case_Eff_time = Time between base point changes 
 5. RL_Desired = Ramp-limited desired MW 
 
To determine if a generation resource is following dispatch the Office of the Interconnection 
shall determine the unit’s MW off dispatch and % off dispatch by using the lesser of the 
difference between the actual output and the UDS Basepoint or the actual output and ramp-
limited desired MW value.  The % off dispatch and MW off dispatch will be a time-weighted 
average over the course of an hour.  If the UDS Basepoint and the ramp-limited desired MW for 
the resource are unavailable, the Office of the Interconnection will determine the unit’s MW off 
dispatch and % off dispatch by calculating the lesser of the difference between the actual output 
and the UDS LMP Desired MW. 
 
A pool-scheduled or dispatchable self-scheduled resource is considered to be following dispatch 
if its actual output is between its ramp-limited desired MW value and UDS Basepoint, or if its % 
off dispatch is <= 10, or its hourly integrated Real-time MWh is within 5% or 5 MW (whichever 
is greater) of the hourly integrated ramp-limited desired MW.  A self-scheduled generator must 
also be dispatched above economic minimum.  The degree of deviations for resources that are 
not following dispatch shall be determined in accordance with the following provisions:   
 

• A dispatchable self-scheduled resource that is not dispatched above economic 
minimum shall be assessed balancing Operating Reserve deviations according to the 
following formula: hourly integrated Real-time MWh – Day-Ahead MWh. 
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• A resource that is dispatchable day-ahead but is Fixed Gen in real-time shall be 
assessed balancing Operating Reserve deviations according to the following formula: 
hourly integrated Real-time MWh – UDS LMP Desired MW. 

 
• Pool-scheduled generators that are not following dispatch shall be assessed balancing 

Operating Reserve deviations according to the following formula:  hourly integrated 
Real-time MWh – hourly integrated Ramp-Limited Desired MW. 

 
• If a resource’s real-time economic minimum is greater than its day-ahead economic 

minimum by 5% or 5 MW, whichever is greater, or its real-time economic maximum 
is less than its Day Ahead economic maximum by 5% or 5 MW, whichever is lower, 
and UDS LMP Desired MWh for the hour is either below the real time economic 
minimum or above the real time economic maximum, then balancing Operating 
Reserve deviations for the resource shall be assessed according to the following 
formula: hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch and its % Off Dispatch is <= 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula: 
hourly integrated Real-time Mwh – hourly integrated Ramp-Limited Desired MW.  If 
deviation value is within 5% or 5 MW (whichever is greater) of Ramp-Limited 
Desired MW, balancing Operating Reserve deviations shall not be assessed.  

 
• If a resource is not following dispatch and its % off Dispatch is > 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula:  
hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch, and the resource has tripped, for the hour the 

resource tripped and the hours it remains offline throughout its day-ahead schedule 
balancing Operating Reserve deviations shall be assessed according to the following 
formula:  hourly integrated Real time MWh – Day-Ahead MWh. 

 
• For resources that are not dispatchable in both the Day-Ahead and Real-time Energy 

Markets balancing Operating Reserve deviations shall be assessed according to the 
following formula:  hourly integrated Real-time MWh - Day-Ahead MWh. 

 
(o-1) Dispatchable economic load reduction resources that follow dispatch shall not be 
assessed balancing Operating Reserve deviations.  Economic load reduction resources that do not 
follow dispatch shall be assessed balancing Operating Reserve deviations as described in this 
subsection and as further specified in the PJM Manuals.   

The Desired MW quantity for such resources for each hour shall be the hourly integrated MW 
quantity to which the load reduction resource was dispatched for each hour (where the hourly 
integrated value is the average of the dispatched values as determined by the Office of the 
Interconnection for the resource for each hour). 
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If the actual reduction quantity for the load reduction resource for a given hour deviates by no 
more than 20% above or below the Desired MW quantity, then no balancing Operating Reserve 
deviation will accrue for that hour.  If the actual reduction quantity for the load reduction 
resource for a given hour is outside the 20% bandwidth, the balancing Operating Reserve 
deviations will accrue for that hour in the amount of the absolute value of (Desired MW – actual 
reduction quantity).  For those hours where the actual reduction quantity is within the 20% 
bandwidth specified above, the load reduction resource will be eligible to be made whole for the 
total value of its offer as defined n section 3.3A of this Appendix.  Hours for which the actual 
reduction quantity is outside the 20% bandwidth will not be eligible for the make-whole 
payment.  If at least one hour is not eligible for make-whole payment based on the 20% criteria, 
then the resource will also not be made whole for its shutdown cost. 

(p) The Office of the Interconnection shall allocate the charges assessed pursuant to Section 
3.2.3(h) of Schedule 1 of this Agreement except those associated with the scheduling of units for 
Black Start service or testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, 
to real-time deviations from day-ahead schedules or real-time load share plus exports depending 
on whether the underlying balancing Operating Reserve credits are related to resources 
scheduled during the reliability analysis for an Operating Day, or during the actual Operating 
Day. 

 
(i) For resources scheduled by the Office of the Interconnection during the 

reliability analysis for an Operating Day, the associated balancing 
Operating Reserve charges shall be allocated based on the reason the 
resource was scheduled according to the following provisions:  

 
(A) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
operate in real-time to augment the physical resources committed in the 
Day-ahead Energy Market to meet the forecasted real-time load plus the 
Operating Reserve requirement, the associated balancing Operating 
Reserve charges shall be allocated to real-time deviations from day-ahead 
schedules.   
 
(B) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve 
charges shall be allocated according to ratio share of real time load plus 
export transactions.   
 
(C) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing 
Operating Reserves, the associated balancing Operating Reserve charges 
shall be allocated pursuant to (A) or (B) above.   
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(ii) For resources scheduled during an Operating Day, the associated 
balancing Operating Reserve charges shall be allocated according to the 
following provisions: 
 
(A) If the Office of the Interconnection directs a resource to operate 
during an Operating Day to provide balancing Operating Reserves, the 
associated balancing Operating Reserve charges shall be allocated 
according to ratio share of load plus exports.  The foregoing 
notwithstanding, charges will be assessed pursuant to this section only if 
the LMP at the resource’s bus does not meet or exceed the applicable offer 
of the resource for at least four-5-minute intervals during one or more 
discrete clock hours during each period the resource operated and 
produced MWs during the relevant Operating Day.   If a resource operated 
and produced MWs for less than four 5-minute intervals during one or 
more discrete clock hours during the relevant Operating Day, the charges 
for that resource during the hour it was operated less than four 5-minute 
intervals will be identified as being in the same category as identified for 
the Operating Reserves for the other discrete clock hours. 
 
(B) If the Office of the Interconnection directs a resource not covered 
by Section 3.2.3(h)(ii)(A) of Schedule 1 of this Agreement to operate in 
real-time during an Operating Day, the associated balancing Operating 
Reserve charges shall be allocated according to real-time deviations from 
day-ahead schedules.  

 
(q) The Office of the Interconnection shall determine regional balancing Operating Reserve 
rates for the Western and Eastern Regions of the PJM Region.  For the purposes of this section, 
the Western Region shall be the AEP, APS, ComEd, Duquesne, Dayton, ATSI, DEOK, EKPC 
transmission Zones, and the Eastern Region shall be the AEC, BGE, Dominion, PENELEC, 
PEPCO, ME, PPL, JCPL, PECO, DPL, PSEG, RE transmission Zones.  The regional balancing 
Operating Reserve rates shall be determined in accordance with the following provisions: 
 
 (i) The Office of the Interconnection shall calculate regional adder rates for the 
Eastern and Western Regions.  Regional adder rates shall be equal to the total balancing 
Operating Reserve credits paid to generators for transmission constraints that occur on 
transmission system capacity equal to or less than 345kv.  The regional adder rates shall be 
separated into reliability and deviation charges, which shall be allocated to real-time load or real-
time deviations, respectively.  Whether the underlying credits are designated as reliability or 
deviation charges shall be determined in accordance with Section 3.2.3(p). 
 
 (ii) The Office of the Interconnection shall calculate RTO balancing Operating 
Reserve rates.  RTO balancing Operating Reserve rates shall be equal to balancing Operating 
Reserve credits except those associated with the scheduling of units for Black Start service or 
testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, in excess of the 
regional adder rates calculated pursuant to Section 3.2.3(q)(i) of Schedule 1 of this Agreement. 
The RTO balancing Operating Reserve rates shall be separated into reliability and deviation 
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charges, which shall be allocated to real-time load or real-time deviations, respectively.  Whether 
the underlying credits are allocated as reliability or deviation charges shall be determined in 
accordance with Section 3.2.3(p). 
 
 (iii) Reliability and deviation regional balancing Operating Reserve rates shall be 
determined by summing the relevant RTO balancing Operating Reserve rates and regional adder 
rates. 
 
 (iv) If the Eastern and/or Western Regions do not have regional adder rates, the 
relevant regional balancing Operating Reserve rate shall be the reliability and/or deviation RTO 
balancing Operating Reserve rate. 
 
(r)  Market Sellers that incur incremental operating costs for a generation resource greater 
than $2,000/MWh, determined in accordance with Schedule 2 of the Operating Agreement and 
PJM Manual 15, will be eligible to receive credit for Operating Reserves upon review of the 
Market Monitoring Unit and the Office of the Interconnection, and approval of the Office of the 
Interconnection.  Market Sellers must submit to the Office of the Interconnection and the Market 
Monitoring Unit all relevant documentation demonstrating the calculation of costs greater than 
$2,000/MWh.  The Office of the Interconnection must approve any Operating Reserve credits 
paid to a Market Seller under this subsection (r).   
 
3.2.3A Synchronized Reserve. 
 
(a) Each Market Participant that is a Load Serving Entity that is not part of an agreement to 
share reserves with external entities subject to the requirements in BAL-002 shall have an obligation 
for hourly Synchronized Reserve equal to its pro rata share of Synchronized Reserve 
requirements for the hour for each Reserve Zone and Reserve Sub-zone of the PJM Region, 
based on the Market Buyer’s total load (net of operating Behind The Meter Generation, but not 
to be less than zero) in such Reserve Zone or Reserve Sub-zone for the hour (“Synchronized 
Reserve Obligation”), less any amount obtained from condensers associated with provision of 
Reactive Services as described in section 3.2.3B(i) and any amount obtained from condensers 
associated with post-contingency operations, as described in section 3.2.3C(b).  Those entities 
that participate in an agreement to share reserves with external entities subject to the requirements in 
BAL-002 shall have their reserve obligations determined based on the stipulations in such agreement.  
A Market Participant that does not meet its hourly Synchronized Reserve Obligation shall be 
charged for the Synchronized Reserve dispatched by the Office of the Interconnection to meet 
such obligation at the Synchronized Reserve Market Clearing Price determined in accordance 
with subsection (d) of this section, plus the amounts, if any, described in subsections (g), (h) and 
(i) of this section. 
 
(b) A resource supplying Synchronized Reserve at the direction of the Office of the 
Interconnection, in excess of its hourly Synchronized Reserve Obligation, shall be credited as 
follows:  
 

i) Credits for Synchronized Reserve provided by generation resources that 
are then subject to the energy dispatch signals and instructions of the 
Office of the Interconnection and that increase their current output or 



 

Page 623 

Demand Resources that reduce their load in response to a Synchronized  
Reserve Event (“Tier 1 Synchronized Reserve”) shall be at the 
Synchronized Energy Premium Price less the hourly integrated real-time 
LMP, with the exception of those hours in which the Non-Synchronized 
Reserve Market Clearing Price for the applicable Reserve Zone or Reserve 
Sub-zone is not equal to zero.  During such hours, Tier 1 Synchronized 
Reserve resources shall be compensated at the Synchronized Reserve 
Market Clearing Price for the applicable Reserve Zone or Reserve Sub-
zone for the lesser of the hourly integrated amount of Tier 1 Synchronized 
Reserve attributed to the resource as calculated by the Office of the 
Interconnection, or the actual amount of Tier 1 Synchronized Reserve 
provided should a Synchronized Reserve Event occur. 

 
ii) Credits for Synchronized Reserve provided by generation resources that 

are synchronized to the grid but, at the direction of the Office of the 
Interconnection, are operating at a point that deviates from the Office of 
the Interconnection energy dispatch signals and instructions (“Tier 2 
Synchronized Reserve”) shall be the higher of (i) the Synchronized 
Reserve Market Clearing Price or (ii) the sum of (A) the Synchronized 
Reserve offer, and (B) the specific opportunity cost of the generation 
resource supplying the increment of Synchronized Reserve, as determined 
by the Office of the Interconnection in accordance with procedures 
specified in the PJM Manuals. 

 
iii) Credits for Synchronized Reserve provided by Demand Resources that are 

synchronized to the grid and accept the obligation to reduce load in 
response to a Synchronized Reserve Event initiated by the Office of the 
Interconnection shall be the sum of (i) the higher of (A) the Synchronized 
Reserve offer or (B) the Synchronized Reserve Market Clearing Price and 
(ii) if a Synchronized Reserve Event is actually initiated by the Office of 
the Interconnection and the Demand Resource reduced its load in response 
to the event, the fixed costs associated with achieving the load reduction, 
as specified in the PJM Manuals. 

 
(c) The Synchronized Reserve Energy Premium Price is the average of the five-minute 
Locational Marginal Prices calculated during the Synchronized Reserve Event plus an adder in 
an amount to be determined periodically by the Office of the Interconnection not less than fifty 
dollars and not to exceed one hundred dollars per megawatt hour.  
 
(d) The Synchronized Reserve Market Clearing Price shall be determined for each Reserve 
Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of the Operating 
Day.  The hourly Synchronized Reserve Market Clearing Price shall be calculated as the average 
of all 5-minute clearing prices calculated during the operating hour.  Each 5-minute clearing 
price shall be calculated as the marginal cost of serving the next increment of demand for 
Synchronized Reserve in each Reserve Zone or Reserve Sub-zone, inclusive of Synchronized 
Reserve offer prices and opportunity costs.  When the Synchronized Reserve Requirement or 



 

Page 624 

Extended Synchronized Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be 
met, the 5-minute clearing price shall be at least greater than or equal to the applicable Reserve 
Penalty Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the sum of 
the Reserve Penalty Factors for the Synchronized Reserve Requirement and Primary Reserve 
Requirement for the Reserve Zone or Reserve Sub-zone.  If the Office of the Interconnection has 
initiated in a Reserve Zone or Reserve Sub-zone either a voltage reduction action as described in 
the PJM Manuals or a manual load dump action as described in the PJM Manuals, the 5-minute 
clearing price shall be the sum of the Reserve Penalty Factors for the Primary Reserve 
Requirement and the Synchronized Reserve Requirement for that Reserve Zone or Reserve Sub-
zone.  
 

The Reserve Penalty Factors for the Synchronized Reserve Requirement shall each be phased in 
as described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

The Reserve Penalty Factor for the Extended Synchronized Reserve Requirement shall be 
$300/MWh.  
 
By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Synchronized Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s). 
 
(e) In determining the 5-minute Synchronized Reserve clearing price, the estimated unit-
specific opportunity cost for a generation resource shall be equal to the sum of (i) the product of 
(A) the Locational Marginal Price at the generation bus for the generation resource times (B) the 
megawatts of energy used to provide Synchronized Reserve submitted as part of the 
Synchronized Reserve offer and (ii) the product of (A) the deviation of the set point of the 
generation resource that is expected to be required in order to provide Synchronized Reserve 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order times (B)  the difference between the Locational Marginal Price at the generation bus for 
the generation resource and the offer price for energy from the generation resource (at the 
megawatt level of the Synchronized Reserve set point for the resource) in the PJM Interchange 
Energy Market when the Locational Marginal Price at the generation bus is greater than the offer 
price for energy from the generation resource.  The opportunity costs for a Demand Resource 
shall be zero.  
 
(f) In determining the credit under subsection (b) to a resource selected to provide Tier 2 
Synchronized Reserve and that actively follows the Office of the Interconnection’s signals and 
instructions, the unit-specific opportunity cost of a generation resource shall be determined for 
each hour that the Office of the Interconnection requires a generation resource to provide Tier 2 
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Synchronized Reserve and shall be equal to the sum of (i) the product of (A) the megawatts of 
energy used by the resource to provide Synchronized Reserve as submitted as part of the 
generation resource’s Synchronized Reserve offer times (B) the Locational Marginal Price at the 
generation bus of the generation resource, and  (ii) the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order, times (B)  the difference between the Locational Marginal Price at the 
generation bus for the generation resource and the offer price for energy from the generation 
resource (at the megawatt level of the Synchronized Reserve set point for the generation 
resource) in the PJM Interchange Energy Market when the Locational Marginal Price at the 
generation bus is greater than the offer price for energy from the generation resource.  The 
opportunity costs for a Demand Resource shall be zero.  
 
(g) Charges for Tier 1 Synchronized Reserve will be allocated in proportion to the amount of 
Tier 1 Synchronized Reserve applied to each Synchronized Reserve Obligation.  In the event 
Tier 1 Synchronized Reserve is provided by a Market Seller in excess of that Market Seller’s 
Synchronized Reserve Obligation, the remainder of the Tier 1 Synchronized Reserve that is not 
utilized to fulfill the Seller’s obligation will be allocated proportionately among all other 
Synchronized Reserve Obligations. 
 
(h) Any amounts credited for Tier 2 Synchronized Reserve in an hour in excess of the 
Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to each 
Market Participant that does not meet its hourly Synchronized Reserve Obligation in proportion 
to its purchases of Synchronized Reserve in megawatt-hours during that hour. 
 
(i) In the event the Office of the Interconnection needs to assign more Tier 2 Synchronized 
Reserve during an hour than was estimated as needed at the time the Synchronized Reserve 
Market Clearing Price was calculated for that hour due to a reduction in available Tier 1 
Synchronized Reserve, the costs of the excess Tier 2 Synchronized Reserve shall be allocated 
and charged to those providers of Tier 1 Synchronized Reserve whose available Tier 1 
Synchronized Reserve was reduced from the needed amount estimated during the Synchronized 
Reserve Market Clearing Price calculation, in proportion to the amount of the reduction in Tier 1 
Synchronized Reserve availability. 
 
(j) In the event a generation resource or Demand Resource that either has been assigned by 
the Office of the Interconnection or self-scheduled to provide Tier 2 Synchronized Reserve fails 
to provide the assigned or self-scheduled amount of Tier 2 Synchronized Reserve in response to 
a Synchronized Reserve Event, the resource will be credited for Tier 2 Synchronized Reserve 
capacity in the amount that actually responded for all hours the resource was assigned or self-
scheduled Tier 2 Synchronized Reserve on the Operating Day during which the event occurred. 
The determination of the amount of Synchronized Reserve credited to a resource shall be on an 
individual resource basis, not on an aggregate basis. 
 
The resource shall refund payments received for Tier 2 Synchronized Reserve it failed to 
provide.  For purposes of determining the amount of the payments to be refunded by a Market 
Participant, the Office of the Interconnection shall calculate the shortfall of Tier 2 Synchronized 
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Reserve on an individual resource basis unless the Market Participant had multiple resources that 
were assigned or self-scheduled to provide Tier 2 Synchronized Reserve, in which case the 
shortfall will be determined on an aggregate basis.  For performance determined on an aggregate 
basis, the response of any resource that provided more Tier 2 Synchronized Reserve than it was 
assigned or self-scheduled to provide will be used to offset the performance of other resources 
that provided less Tier 2 Synchronized Reserve than they were assigned or self-scheduled to 
provide during a Synchronized Reserve Event, as calculated in the PJM Manuals.  The 
determination of a Market Participant’s aggregate response shall not be taken into consideration 
in the determination of the amount of Tier 2 Synchronized Reserve credited to each individual 
resource. 
 
The amount refunded shall be determined by multiplying the Synchronized Reserve Market 
Clearing Price by the amount of the shortfall of Tier 2 Synchronized Reserve, measured in 
megawatts, for all hours the resource was assigned or self-scheduled to provide Tier 2 
Synchronized Reserve for a period of time immediately preceding the Synchronized Reserve 
Event equal to the lesser of the average number of days between Synchronized Reserve Events, 
or the number of days since the resource last failed to provide the amount of Tier 2 Synchronized 
Reserve it was assigned or self-scheduled to provide in response to a Synchronized Reserve 
Event. The average number of days between Synchronized Reserve Events for purposes of this 
calculation shall be determined by an annual review of the twenty-four month period ending 
October 31 of the calendar year in which the review is performed, and shall be rounded down to 
a whole day value.  The Office of the Interconnection shall report the results of its annual review 
to stakeholders by no later than December 31, and the average number of days between 
Synchronized Reserve Events shall be effective as of the following January 1.  The refunded 
charges shall be allocated as credits to Market Participants based on its pro rata share of the 
Synchronized Reserve Obligation megawatts less any Tier 1 Synchronized Reserve applied to its 
Synchronized Reserve Obligation in the hour(s) of the Synchronized Reserve Event for the 
Reserve Sub-zone or Reserve Zone, except that Market Participants that incur a refund obligation 
and also have an applicable Synchronized Reserve Obligation during the hour(s) of the 
Synchronized Reserve Event shall not be included in the allocation of such refund credits.  If the 
event spans multiple hours, the refund credits will be prorated hourly based on the duration of 
the event within each clock hour. 
 
(k) The magnitude of response to a Synchronized Reserve Event by a generation resource or 
a Demand Resource, except for Batch Load Demand Resources covered by section 3.2.3A(l), is 
the difference between the generation resource’s output or the Demand Resource’s consumption 
at the start of the event and its output or consumption 10 minutes after the start of the event. In 
order to allow for small fluctuations and possible telemetry delays, generation resource output or 
Demand Resource consumption at the start of the event is defined as the lowest telemetered 
generator resource output or greatest Demand Resource consumption between one minute prior 
to and one minute following the start of the event.  Similarly, a generation resource's output or a 
Demand Resource's consumption 10 minutes after the event is defined as the greatest generator 
resource output or lowest Demand Resource consumption achieved between 9 and 11 minutes 
after the start of the event.    The response actually credited to a generation resource will be 
reduced by the amount the megawatt output of the generation resource falls below the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 



 

Page 627 

event, whichever is shorter.  The response actually credited to a Demand Resource will be 
reduced by the amount the megawatt consumption of the Demand Resource exceeds the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter. 
 
(l) The magnitude of response by a Batch Load Demand Resource that is at the stage in its 
production cycle when its energy consumption is less than the level of megawatts in its offer at 
the start of a Synchronized Reserve Event shall be the difference between (i) the Batch Load 
Demand Resource’s consumption at the end of the Synchronized Reserve Event and (ii) the 
Batch Load Demand Resource’s consumption during the minute within the ten minutes after the 
end of the Synchronized Reserve Event in which the Batch Load Demand Resource’s 
consumption was highest and for which its consumption in all subsequent minutes within the ten 
minutes was not less than fifty percent of the consumption in such minute; provided that, the 
magnitude of the response shall be zero if, when the Synchronized Reserve Event commences, 
the scheduled off-cycle stage of the production cycle is greater than ten minutes. 
 
3.2.3A.001  Non-Synchronized Reserve. 
 
(a) Each Market Participant that is a Load Serving Entity that is not part of an agreement to 
share reserves with external entities subject to the requirements in BAL-002 shall have an obligation 
for hourly Non-Synchronized Reserve equal to its pro rata share of Non-Synchronized Reserve 
assigned for the hour for each Reserve Zone and Reserve Sub-zone of the PJM Region, based on 
the Market Buyer’s total load (net of operating Behind The Meter Generation, but not to be less 
than zero) in such Reserve Zone and Reserve Sub-zone for the hour (“Non-Synchronized 
Reserve Obligation”).  Those entities that participate in an agreement to share reserves with external 
entities subject to the requirements in BAL-002 shall have their reserve obligations determined based 
on the stipulations in such agreement.  A Market Participant that does not meet its hourly Non-
Synchronized Reserve Obligation shall be charged for the Non-Synchronized Reserve dispatched 
by the Office of the Interconnection to meet such obligation at the Non-Synchronized Reserve 
Market Clearing Price determined in accordance with subsection (c) below, plus the amounts, if 
any, described in subsection (f) below. 
 
(b) Credits for Non-Synchronized Reserve provided by generation resources that are not 
operating for energy at the direction of the Office of the Interconnection specifically for the 
purpose of providing Non-Synchronized Reserve shall be the higher of (i) the Non-Synchronized 
Reserve Market Clearing Price or (ii) the specific opportunity cost of the generation resource 
supplying the increment of Non-Synchronized Reserve, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals.     
 
(c) The Non-Synchronized Reserve Market Clearing Price shall be determined for each 
Reserve Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of the 
Operating Day.  The hourly Non-Synchronized Reserve Market Clearing Price shall be 
calculated as the average of all 5-minute clearing prices calculated during the operating hour.  
Each 5-minute clearing price shall be calculated as the marginal cost of procuring sufficient Non-
Synchronized Reserves and/or Synchronized Reserves in each Reserve Zone or Reserve Sub-
zone inclusive of opportunity costs associated with meeting the Primary Reserve Requirement or 
Extended Primary Reserve Requirement.  When the Primary Reserve Requirement or Extended 



 

Page 628 

Primary Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor, the 5-minute clearing price for Non-
Synchronized Reserve shall be at least greater than or equal to the applicable Reserve Penalty 
Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the Reserve Penalty 
Factor for the Primary Reserve Requirement for the Reserve Zone or Reserve Sub-zone.  If the 
Office of the Interconnection has initiated in a Reserve Zone or Reserve Sub-zone either a 
voltage reduction action as described in the PJM Manuals or a manual load dump action as 
described in the PJM Manuals, the 5-minute clearing price shall be the Reserve Penalty Factor 
for the Primary Reserve Requirement for that Reserve Zone or Reserve Sub-zone. 

The Reserve Penalty Factors for the Primary Reserve Requirement shall each be phased in as 
described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

The Reserve Penalty Factor for the Extended Primary Reserve Requirement shall be $300/MWh.  

By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Primary Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s).  

(d) In determining the 5-minute Non-Synchronized Reserve clearing price, the unit-specific 
opportunity cost for a generation resource that is not providing energy because they are 
providing Non-Synchronized Reserves shall be equal to the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order times, (B) the Locational Marginal Price at the generation bus for the 
generation resource, minus (C) the applicable offer for energy from the generation resource in 
the PJM Interchange Energy Market.   
 
(e) In determining the credit under subsection (b) to a resource selected to provide Non-
Synchronized Reserve and that follows the Office of the Interconnection’s signals and 
instructions, the unit-specific opportunity cost of a generation resource shall be determined for 
each hour that the Office of the Interconnection requires a generation resource to provide Non-
Synchronized Reserve and shall be equal to the product of (A) the deviation of the generation 
resource’s output necessary to follow the Office of the Interconnection’s signals and instructions 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order, times (B) the Locational Marginal Price at the generation bus for the generation resource, 
minus (C) the applicable offer for energy from the generation resource in the PJM Interchange 
Energy Market.   
 
(f) Any amounts credited for Non-Synchronized Reserve in an hour in excess of the Non-
Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to each 
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Market Participant that does not meet its hourly Non-Synchronized Reserve Obligation in 
proportion to its purchases of Non-Synchronized Reserve in megawatt-hours during that hour. 
 
(g) The magnitude of response to a Non-Synchronized Reserve Event by a generation 
resource is the difference between the generation resource’s output at the start of the event and 
its output 10 minutes after the start of the event.  In order to allow for small fluctuations and 
possible telemetry delays, generation resource output at the start of the event is defined as the 
lowest telemetered generator resource output between one minute prior to and one minute 
following the start of the event.  Similarly, a generation resource's output 10 minutes after the 
start of the event is defined as the greatest generator resource output achieved between 9 and 11 
minutes after the start of the event.  The response actually credited to a generation resource will 
be reduced by the amount the megawatt output of the generation resource falls below the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter.   
 
(h) In the event a generation resource that has been assigned by the Office of the 
Interconnection to provide Non-Synchronized Reserve fails to provide the assigned amount of 
Non-Synchronized Reserve in response to a Non-Synchronized Reserve Event, the resource will 
be credited for Non-Synchronized Reserve capacity in the amount that actually responded for the 
contiguous hours the resource was assigned Non-Synchronized Reserve during which the event 
occurred. 

 
3.2.3A.01  Day-ahead Scheduling Reserves. 
 
(a) The Office of the Interconnection shall satisfy the Day-ahead Scheduling Reserves 
Requirement by procuring Day-ahead Scheduling Reserves in the Day-ahead Scheduling 
Reserves Market from Day-ahead Scheduling Reserves Resources, provided that Demand 
Resources shall be limited to providing the lesser of any limit established by the Reliability First 
Corporation or SERC, as applicable, or twenty-five percent of the total Day-ahead Scheduling 
Reserves Requirement.  Day-ahead Scheduling Reserves Resources that clear in the Day-ahead 
Scheduling Reserves Market shall receive a Day-ahead Scheduling Reserves schedule from the 
Office of the Interconnection for the relevant Operating Day.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Day-ahead Scheduling Reserves in the PJM 
Interchange Energy Market; provided that PJMSettlement shall not be a contracting party to 
bilateral transactions between Market Participants or with respect to a self-schedule or self-
supply of generation resources by a Market Buyer to satisfy its Day-ahead Scheduling Reserves 
Requirement. 
 
(b) A Day-ahead Scheduling Reserves Resource that receives a Day-ahead Scheduling 
Reserves schedule pursuant to subsection (a) of this section shall be paid the hourly Day-ahead 
Scheduling Reserves Market clearing price for the cleared megawatt quantity of Day-ahead 
Scheduling Reserves in each hour of the schedule, subject to meeting the requirements of 
subsection (c) of this section. 
 
(c) To be eligible for payment pursuant to subsection (b) of this section, Day-ahead 
Scheduling Reserves Resources shall comply with the following provisions: 
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(i) Generation resources with a start time greater than thirty minutes are 

required to be synchronized and operating at the direction of the Office of 
the Interconnection during the resource’s Day-ahead Scheduling Reserves 
schedule and shall have a dispatchable range equal to or greater than the 
Day-ahead Scheduling Reserves schedule. 

 
(ii) Generation resources and Demand Resources with start times or shut-

down times, respectively, equal to or less than 30 minutes are required to 
respond to dispatch directives from the Office of the Interconnection 
during the resource’s Day-ahead Scheduling Reserves schedule.  To meet 
this requirement the resource shall be required to start or shut down within 
the specified notification time plus its start or shut down time, provided 
that such time shall be less than thirty minutes. 

 
(iii) Demand Resources with a Day-ahead Scheduling Reserves schedule shall 

be credited based on the difference between the resource’s MW 
consumption at the time the resource is directed by the Office of the 
Interconnection to reduce its load (starting MW usage) and the resource’s 
MW consumption at the time when the Demand Resource is no longer 
dispatched by PJM (ending MW usage).  For the purposes of this 
subsection, a resource’s starting MW usage shall be the greatest 
telemetered consumption between one minute prior to and one minute 
following the issuance of a dispatch instruction from the Office of the 
Interconnection, and a resource’s ending MW usage shall be the lowest 
consumption between one minute before and one minute after a dispatch 
instruction from the Office of the Interconnection that is no longer 
necessary to reduce. 

 
(iv) Notwithstanding subsection (iii) above, the credit for a Batch Load 

Demand Resource that is at the stage in its production cycle when its 
energy consumption is less than the level of megawatts in its offer at the 
time the resource is directed by the Office of the Interconnection to reduce 
its load shall be the difference between (i) the “ending MW usage” (as 
defined above) and (ii) the Batch Load Demand Resource’s consumption 
during the minute within the ten minutes after the time of the “ending MW 
usage” in which the Batch Load Demand Resource’s consumption was 
highest and for which its consumption in all subsequent minutes within the 
ten minutes was not less than fifty percent of the consumption in such 
minute; provided that, the credit shall be zero if, at the time the resource is 
directed by the Office of the Interconnection to reduce its load, the 
scheduled off-cycle stage of the production cycle is greater than the 
timeframe for which the resource was dispatched by PJM. 

 
Resources that do not comply with the provisions of this subsection (c) shall not be eligible to 
receive credits pursuant to subsection (b) of this section. 
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(d) The hourly credits paid to Day-ahead Scheduling Reserves Resources satisfying the 
Base Day-ahead Scheduling Reserves Requirement (“Base Day-ahead Scheduling Reserves 
credits”) shall equal the ratio of the Base Day-ahead Scheduling Reserves Requirement to the 
Day-ahead Scheduling Reserves Requirement, multiplied by the total credits paid to Day-ahead 
Scheduling Reserves Resources, and are allocated as Base Day-ahead Scheduling Reserves 
charges per paragraph (i) below.  The hourly credits paid to Day-ahead Scheduling Reserve 
Resources satisfying the Additional Day-ahead Scheduling Reserve Requirement (“Additional 
Day-ahead Scheduling Reserves credits”) shall equal the ratio of the Additional Day-ahead 
Scheduling Reserves Requirement to the Day-ahead Scheduling Reserves Requirement, 
multiplied by the total credits paid to Day-ahead Scheduling Reserves Resources and are 
allocated as Additional Day-ahead Scheduling Reserves charges per paragraph (ii) below.      

 
(i) A Market Participant’s Base Day-ahead Scheduling Reserves charge is equal to 

the ratio of the Market Participant’s hourly obligation to the total hourly 
obligation of all Market Participants in the PJM Region, multiplied by the Base 
Day-ahead Scheduling Reserves credits. The hourly obligation for each Market 
Participant is a megawatt representation of the portion of the Base Day-ahead 
Scheduling Reserves credits that the Market Participant is responsible for paying 
to PJM.  The hourly obligation is equal to the Market Participant’s load ratio 
share of the total megawatt volume of Base Day-ahead Scheduling Reserves 
resources (described below), based on the Market Participant’s total hourly load 
(net of operating Behind The Meter Generation, but not to be less than zero) to the 
total hourly load of all Market Participants in the PJM Region.  The total 
megawatt volume of Base Day-ahead Scheduling Reserves resources equals the 
ratio of the Base Day-ahead Scheduling Reserves Requirement to the Day-ahead 
Scheduling Reserves Requirement multiplied by the total volume of Day-ahead 
Scheduling Reserves megawatts paid pursuant to paragraph (c) of this section.  A 
Market Participant’s hourly Day-ahead Scheduling Reserves obligation can be 
further adjusted by any Day-ahead Scheduling Reserve bilateral transactions.   

 
(ii)  Additional Day-ahead Scheduling Reserves credits shall be charged hourly to 

Market Participants that are net purchasers in the Day-ahead Energy Market based 
on its positive demand difference ratio share.  The positive demand difference for 
each Market Participant is the difference between its real-time load (net of 
operating Behind The Meter Generation, but not to be less than zero) and cleared 
Demand Bids in the Day-ahead Energy Market, net of cleared Increment Offers 
and cleared Decrement Bids in the Day-ahead Energy Market, when such value is 
positive.  Net purchasers in the Day-ahead Energy Market are those Market 
Participants that have cleared Demand Bids plus cleared Decrement Bids in 
excess of its amount of cleared Increment Offers in the Day-ahead Energy 
Market.  If there are no Market Participants with a positive demand difference, the 
Additional Day-ahead Scheduling Reserves credits are allocated according to 
paragraph (i) above. 
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(e) If the Day-ahead Scheduling Reserves Requirement is not satisfied through the operation 
of subsection (a) of this section, any additional Operating Reserves required to meet the 
requirement shall be scheduled by the Office of the Interconnection pursuant to Section 3.2.3 of 
Schedule 1 of this Agreement.  
 
3.2.3B Reactive Services. 
 
(a) A Market Seller providing Reactive Services at the direction of the Office of the 
Interconnection shall be credited as specified below for the operation of its resource.  These 
provisions are intended to provide payments to generating units when the LMP dispatch 
algorithms would not result in the dispatch needed for the required reactive service.  LMP will be 
used to compensate generators that are subject to redispatch for reactive transfer limits. 
 
(b) At the end of each Operating Day, where the active energy output of a Market Seller’s 
resource is reduced or suspended at the request of the Office of the Interconnection for the 
purpose of maintaining reactive reliability within the PJM Region, the Market Seller shall be 
credited according to Sections 3.2.3B(c) & 3.2.3B(d).  
 
(c) A Market Seller providing Reactive Services from either a steam-electric generating unit 
or combined cycle unit operating in combined cycle mode, where such unit is pool-scheduled (or 
self-scheduled, if operating according to Section 1.10.3 (c) hereof), and where the hourly 
integrated, real time LMP at the unit’s bus is higher than the price offered by the Market Seller 
for energy from the unit at the level of output requested by the Office of the Interconnection (as 
indicated either by the desired MWs of output from the unit determined by PJM’s unit dispatch 
system or as directed by the PJM dispatcher through a manual override) shall be compensated for 
lost opportunity cost by receiving a credit hourly in an amount equal to the product of (A) the 
deviation of the generating unit’s output necessary to follow the Office of the Interconnection’s 
signals and the generating unit’s expected output level if it had been dispatched in economic 
merit order, times (B) the Real-time Price at the generation bus for the generating unit, minus (C) 
the applicable offer for energy on which the generating unit was committed in the Real-time 
Energy Market, provided that the resulting outcome is greater than $0.00.  This equation is 
represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a market-based- schedule and the offer associated with that price schedule is less 
than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
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(d) A Market Seller providing Reactive Services from either a combustion turbine unit or 
combined cycle unit operating in simple cycle mode that is pool scheduled (or self-scheduled, if 
operating according to Section 1.10.3 (c) hereof), operated as requested by the Office of the 
Interconnection, shall be compensated for lost opportunity cost, limited to the lesser of the unit’s 
Economic Maximum or the unit’s Maximum Facility Output, if either of the following 
conditions occur: 
 

(i) if the unit output is reduced at the direction of the Office of the Interconnection 
and the real time LMP at the unit’s bus is higher than the price offered by the 
Market Seller for energy from the unit at the level of output requested by the 
Office of the Interconnection as directed by the PJM dispatcher, then the Market 
Seller shall be credited in a manner consistent with that described above in 
Section 3.2.3B(c) for a steam unit or a combined cycle unit operating in combined 
cycle mode. 
 
(ii) if the unit is scheduled to produce energy in the day-ahead market, but the unit 
is not called on by PJM and does not operate in real time, then the Market Seller 
shall be credited hourly in an amount equal to the higher of (i) {(URTLMP – 
UDALMP) x DAG, or (ii) {(URTLMP – UB) x DAG where: 
 
URTLMP equals the real time LMP at the unit’s bus; 
 
UDALMP equals the day-ahead LMP at the unit’s bus; 
 
DAG equals the day-ahead scheduled unit output for the hour; 
 
UB equals the offer price for the unit determined according to the schedule on 
which the unit was committed day-ahead, unless such schedule was a market-
based schedule and the offer associated with that market-based schedule is less 
than the cost-based offer for the unit, in which case the offer for the unit will be 
determined based on the cost-based schedule; and 
 
where URTLMP - UDALMP and URTLMP – UB shall not be negative. 

 
(e) At the end of each Operating Day, where the active energy output of a Market Seller’s 
unit is increased at the request of the Office of the Interconnection for the purpose of maintaining 
reactive reliability within the PJM Region and the offered price of the energy is above the real-
time LMP at the unit’s bus, the Market Seller shall be credited according to Section 3.2.3B(f). 
 
(f) A Market Seller providing Reactive Services from either a  steam-electric generating 
unit, combined cycle unit or combustion turbine unit, where such unit is pool scheduled (or self-
scheduled, if operating according to Section 1.10.3 (c) hereof), and where the hourly integrated, 
real time LMP at the unit’s bus is lower than the price offered by the Market Seller for energy 
from the unit at the level of output requested by the Office of the Interconnection (as indicated 
either by the desired MWs of output from the unit determined by PJM’s unit dispatch system or 
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as directed by the PJM dispatcher through a manual override), shall receive a credit hourly in an 
amount equal to {(AG - LMPDMW) x (UB - URTLMP)}where: 
 

AG equals the actual hourly integrated output of the unit; 
 
LMPDMW equals the level of output for the unit determined according to the 
point on the scheduled offer curve on which the unit was operating corresponding 
to the hourly integrated real time LMP at the unit’s bus and adjusted for any 
Regulation or Tier 2 Synchronized Reserve assignments; 
 
UB equals the unit offer for that unit for which output is increased, determined 
according to the  real time scheduled offer curve on which the unit was operating; 
 
URTLMP equals the real time LMP at the unit’s bus; and 
 
where UB - URTLMP shall not be negative.   

 
(g) A Market Seller providing Reactive Services from a hydroelectric resource where such 
resource is pool scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) 
hereof), and where the output of such resource is altered from the schedule submitted by the 
Market Seller for the purpose of maintaining reactive reliability at the request of the Office of the 
Interconnection, shall be compensated for lost opportunity cost in the same manner as provided 
in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM Manuals. 
 
(h) If a Market Seller believes that, due to specific pre-existing binding commitments to 
which it is a party, and that properly should be recognized for purposes of this section, the above 
calculations do not accurately compensate the Market Seller for lost opportunity cost associated 
with following the Office of the Interconnection’s dispatch instructions to reduce or suspend a 
unit’s output for the purpose of maintaining reactive reliability, then the Office of the 
Interconnection, the Market Monitoring Unit and the individual Market Seller will discuss a 
mutually acceptable, modified amount of such alternate lost opportunity cost compensation, 
taking into account the specific circumstances binding on the Market Seller.  Following such 
discussion, if the Office of the Interconnection accepts a modified amount of alternate lost 
opportunity cost compensation, the Office of the Interconnection shall invoice the Market Seller 
accordingly.  If the Market Monitoring Unit disagrees with the modified amount of alternate lost 
opportunity cost compensation, as accepted by the Office of the Interconnection, it will exercise 
its powers to inform the Commission staff of its concerns. 
 
(i) The amount of Synchronized Reserve provided by generating units maintaining reactive 
reliability shall be counted as Synchronized Reserve satisfying the overall PJM Synchronized 
Reserve requirements.  Operators of these generating units shall be notified of such provision, 
and to the extent a generating unit’s operator indicates that the generating unit is capable of 
providing Synchronized Reserve, shall be subject to the same requirements contained in Section 
3.2.3A regarding provision of Tier 2 Synchronized Reserve.  At the end of each Operating Day, 
to the extent a condenser operated to provide Reactive Services also provided Synchronized 
Reserve, a Market Seller shall be credited for providing synchronous condensing for the purpose 
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of maintaining reactive reliability at the request of the Office of the Interconnection, in an 
amount equal to the higher of (i) the hourly Synchronized Reserve Market Clearing Price for 
each hour a generating unit provided synchronous condensing multiplied by the amount of 
Synchronized reserve provided by the synchronous condenser or (ii) the sum of (A) the 
generating unit’s hourly cost to provide synchronous condensing, calculated in accordance with 
the PJM Manuals, (B) the hourly product of MW energy usage for providing synchronous 
condensing multiplied by the real time LMP at the generating unit’s bus, (C) the generating 
unit’s startup-cost of providing synchronous condensing, and (D) the unit-specific lost 
opportunity cost of the generating resource supplying the increment of Synchronized Reserve as 
determined by the Office of the Interconnection in accordance with procedures specified in the 
PJM Manuals. To the extent a condenser operated to provide Reactive Services was not also 
providing Synchronized Reserve, the Market Seller shall be credited only for the generating 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (l) below. 
 
(j) A Market Seller’s pool scheduled steam-electric generating unit or combined cycle unit 
operating in combined cycle mode, that is not committed to operate in the Day-ahead Market, 
but that is directed by the Office of the Interconnection to operate solely for the purpose of 
maintaining reactive reliability, at the request of the Office of the Interconnection, shall be 
credited in the amount of the unit’s offered price for start-up and no-load fees.  The unit also 
shall receive, if applicable, compensation in accordance with Sections 3.2.3B(e)-(f). 
 
(k) The sum of the foregoing credits as specified in Sections 3.2.3B(b)-(j) shall be the cost of 
Reactive Services for the purpose of maintaining reactive reliability for the Operating Day and 
shall be separately determined for each transmission zone in the PJM Region based on whether 
the resource was dispatched for the purpose of maintaining reactive reliability in such 
transmission zone. 
 
(l) The cost of Reactive Services for the purpose of maintaining reactive reliability in a 
transmission zone in the PJM Region for each Operating Day shall be allocated and charged to 
each Market Participant in proportion to its deliveries of energy to load (net of operating Behind 
The Meter Generation) in such transmission zone, served under Network Transmission Service, 
in megawatt-hours during that Operating Day, as compared to all such deliveries for all Market 
Participants in such transmission zone.   
 
(m) Generating units receiving dispatch instructions from the Office of the Interconnection 
under the expectation of increased actual or reserve reactive shall inform the Office of the 
Interconnection dispatcher if the requested reactive capability is not achievable.  Should the 
operator of a unit receiving such instructions realize at any time during which said instruction is 
effective that the unit is not, or likely would not be able to, provide the requested amount of 
reactive support, the operator shall as soon as practicable inform the Office of the 
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Interconnection dispatcher of the unit’s inability, or expected inability, to provide the required 
reactive support, so that the associated dispatch instruction may be cancelled.  PJM Performance 
Compliance personnel will audit operations after-the-fact to determine whether a unit that has 
altered its active power output at the request of the Office of the Interconnection has provided the 
actual reactive support or the reactive reserve capability requested by the Office of the 
Interconnection.  PJM shall utilize data including, but not limited to, historical reactive 
performance and stated reactive capability curves in order to make this determination, and may 
withhold such compensation as described above if reactive support as requested by the Office of 
the Interconnection was not or could not have been provided.  
 
3.2.3C Synchronous Condensing for Post-Contingency Operation. 
 
(a) Under normal circumstances, PJM operates generation out of merit order to control 
contingency overloads when the flow on the monitored element for loss of the contingent 
element (“contingency flow”) exceeds the long-term emergency rating for that facility, typically 
a 4-hour or 2-hour rating.  At times however, and under certain, specific system conditions, PJM 
does not operate generation out of merit order for certain contingency overloads until the 
contingency flow on the monitored element exceeds the 30-minute rating for that facility (“post-
contingency operation”).  In conjunction with such operation, when the contingency flow on 
such element exceeds the long-term emergency rating, PJM operates synchronous condensers in 
the areas affected by such constraints, to the extent they are available, to provide greater 
certainty that such resources will be capable of producing energy in sufficient time to reduce the 
flow on the monitored element below the normal rating should such contingency occur. 
 
(b) The amount of Synchronized Reserve provided by synchronous condensers associated 
with post-contingency operation shall be counted as Synchronized Reserve satisfying the PJM 
Synchronized Reserve requirements.  Operators of these generation units shall be notified of 
such provision, and to the extent a generation unit’s operator indicates that the generation unit is 
capable of providing Synchronized Reserve, shall be subject to the same requirements contained 
in Section 3.2.3A regarding provision of Tier 2 Synchronized Reserve.  At the end of each 
Operating Day, to the extent a condenser operated in conjunction with post-contingency 
operation also provided Synchronized Reserve, a Market Seller shall be credited for providing 
synchronous condensing in conjunction with post-contingency operation at the request of the 
Office of the Interconnection, in an amount equal to the higher of (i) the hourly Synchronized 
Reserve Market Clearing Price for each hour a generation resource provided synchronous 
condensing multiplied by the amount of Synchronized Reserve provided by the synchronous 
condenser or (ii) the sum of (A) the generation resource’s hourly cost to provide synchronous 
condensing, calculated in accordance with the PJM Manuals, (B) the hourly product of the 
megawatts of energy used to provide synchronous condensing multiplied by the real-time LMP 
at the generation bus of the generation resource, (C) the generation resource’s start-up cost of 
providing synchronous condensing, and (D) the unit-specific lost opportunity cost of the 
generation resource supplying the increment of Synchronized Reserve as determined by the 
Office of the Interconnection in accordance with procedures specified in the PJM Manuals.  To 
the extent a condenser operated in association with post-contingency constraint control was not 
also providing Synchronized Reserve, the Market Seller shall be credited only for the generation 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
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of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (d) below. 
 
(c) The sum of the foregoing credits as specified in section 3.2.3C(b) shall be the cost of 
synchronous condensers associated with post-contingency operations for the Operating Day and 
shall be separately determined for each transmission zone in the PJM Region based on whether 
the resource was dispatched in association with post-contingency operation in such transmission 
zone. 
 
(d) The cost of synchronous condensers associated with post-contingency operations in a 
transmission zone in the PJM Region for each Operating Day shall be allocated and charged to 
each Market Participant in proportion to its deliveries of energy to load (net of operating Behind 
The Meter Generation) in such transmission zone, served under Network Transmission Service, 
in megawatt-hours during that Operating Day, as compared to all such deliveries for all Market 
Participants in such transmission zone. 
 
3.2.4 Transmission Congestion Charges. 
 
Each Market Buyer shall be assessed Transmission Congestion Charges as specified in Section 5 
of this Schedule. 
 
3.2.5 Transmission Loss Charges. 
 
Each Market Buyer shall be assessed Transmission Loss Charges as specified in Section 5 of this 
Schedule. 
 
3.2.6 Emergency Energy. 
 
(a) When the Office of the Interconnection has implemented Emergency procedures, 
resources offering Emergency energy are eligible to set real-time Locational Marginal Prices, 
capped at the energy offer cap plus the sum of the applicable Reserve Penalty Factors for the 
Synchronized Reserve Requirement and Primary Reserve Requirement, provided that the 
Emergency energy is needed to meet demand in the PJM Region. 
 
(b) Market Participants shall be allocated a proportionate share of the net cost of Emergency 
energy purchased by the Office of the Interconnection.  Such allocated share during each hour of 
such Emergency energy purchase shall be in proportion to the amount of each Market 
Participant’s real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, 
whenever that deviation increases the Market Participant’s spot market purchases or decreases its 
spot market sales.  This deviation shall not include any reduction or suspension of output of pool 
scheduled resources requested by PJM to manage an Emergency within the PJM Region. 
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(c) Net revenues in excess of Real-time Prices attributable to sales of energy in connection 
with Emergencies to other Control Areas shall be credited to Market Participants during each 
hour of such Emergency energy sale in proportion to the sum of (i) each Market Participant’s 
real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, whenever that 
deviation increases the Market Participant’s spot market purchases or decreases its spot market 
sales, and (ii) each Market Participant’s energy sales from within the PJM Region to entities 
outside the PJM Region that have been curtailed by PJM. 
 
(d) The net costs or net revenues associated with sales or purchases of hourly energy in 
connection with a Minimum Generation Emergency in the PJM Region, or in another Control 
Area, shall be allocated during each hour of such Emergency sale or purchase to each Market 
Participant in proportion to the amount of each Market Participant’s real-time deviation from its 
net PJM Interchange in the Day-ahead Market, whenever that deviation increases the Market 
Participant’s spot market sales or decreases its spot market purchases. 
 
3.2.7 Billing. 
 
(a) PJMSettlement shall prepare a billing statement each billing cycle for each Market Buyer 
in accordance with the charges and credits specified in Sections 3.2.1 through 3.2.6 of this 
Schedule, and showing the net amount to be paid or received by the Market Buyer.  Billing 
statements shall provide sufficient detail, as specified in the PJM Manuals, to allow verification 
of the billing amounts and completion of the Market Buyer’s internal accounting. 
 
(b) If deliveries to a Market Buyer that has PJM Interchange meters in accordance with 
Section 14 of the Operating Agreement include amounts delivered for a Market Participant that 
does not have PJM Interchange meters separate from those of the metered Market Buyer, 
PJMSettlement shall prepare a separate billing statement for the unmetered Market Participant 
based on the allocation of deliveries agreed upon between the Market Buyer and the unmetered 
Market Participant specified by them to the Office of the Interconnection. 
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3.3A Economic Load Response Participants. 
 
3.3A.1 Compensation. 
 
Economic Load Response Participants shall be compensated pursuant to Sections 3.3A.5 and/or 
3.3A.6 of this Schedule, for demand reduction offers submitted in the Day-Ahead Energy Market 
or Real-time Energy Market that satisfy the Net Benefits Test of section 3.3A.4; that are 
scheduled by the Office of the Interconnection; and that follow the dispatch instructions of the 
Office of the Interconnection.  Qualifying demand reductions shall be measured by:  1) 
comparing actual metered load to an end-use customer’s Customer Baseline Load or alternative 
CBL determined in accordance with the provisions of Section 3.3A.2 or 3.3A.2.01, respectively; 
or 2) non-interval metered residential Direct Load Control customers, as metered on a current 
statistical sample of electric distribution company accounts, as described in the PJM Manuals or 
3) by the MWs produced by On-Site Generators pursuant to the provisions of Section 3.3A.2.02. 
 
3.3A.2 Customer Baseline Load. 
 
For Economic Load Response Participants that choose to measure demand reductions using an 
end-use customer’s Customer Baseline Load (“CBL”), the CBL shall be determined using the 
following formula for such participant’s Non-Variable Loads.  Additionally, except for the 
months of June through September in the Delivery Year, the following formula shall be used to 
measure an Emergency and Pre-Emergency Load Response participant’s demand reductions 
when determining compliance with its capacity obligations pursuant to Schedule 6 of the RAA, 
unless an alternative CBL is approved pursuant to section 3.3A.2.01 of this schedule: 
 
 (a) The CBL for weekdays shall be the average of the highest 4 out of the 5 most 
recent load weekdays in the 45 calendar day period preceding the relevant load reduction event. 
 

i. For the purposes of calculating the CBL for weekdays, weekdays shall not 
include: 

 
1. NERC holidays; 
 
2. Weekend days; 
 
3. Event days.  For the purposes of this section an event day shall be 
either: 
 
i) any weekday that an Economic Load Response Participant submits 
a settlement pursuant to Section 3.3A.4 or 3.3A.5, provided that Event 
Days shall exclude such days if the settlement is denied by the relevant 
LSE or electric distribution company or is disallowed by the Office of the 
Interconnection; or 

 
ii) any weekday where the end-use customer location that is 
registered in the Economic Load Response program is also registered as a 
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Demand Resource, and all end-use customer locations on the relevant 
Economic Load Response registration have been dispatched by PJM 
during an emergency event. 
 
4. Any weekday where the average daily event period usage is less 
than 25% of the average event period usage for the five days. 

 
ii. If a 45-day period does not include 5 weekdays that meet the conditions in 

subsection (a)(i) of this section, provided there are 4 weekdays that meet 
the conditions in subsection (a)(i) of this section, the CBL shall be based 
on the average of those 4 weekdays.  If there are not 4 eligible weekdays, 
the CBL shall be determined in accordance with subsection (iii) of this 
section. 

 
iii. Section 3.3A.2(a)(i)(3) notwithstanding, if a 45-day period does not 

include 4 weekdays that meet the conditions in subsection (a)(i) of this 
section, event days will be used as necessary to meet the 4 day 
requirement to calculate the CBL, provided that any such event days shall 
be the highest load event days within the relevant 45-day period. 

 
 (b) The CBL for weekend days and NERC holidays shall be determined in 
accordance with the following provisions:  
 

i. The CBL for Saturdays and Sundays/NERC holidays shall be the average 
of the highest 2 load days out of the 3 most recent Saturdays or 
Sundays/NERC holidays, respectively, in the 45 calendar day period 
preceding the relevant load reduction event, provided that the following 
days shall not be used to calculate a Saturday or Sunday/NERC holiday 
CBL: 

 
1. Event days.  For the purposes of this section an event day shall be 

either: 
 
a. any Saturday and Sunday/NERC holiday that an Economic Load 

Response Participant submits a settlement pursuant to Section 
3.3A.5 or 3.3A.6, provided that Event Days shall exclude such 
days if the settlement is denied by the relevant LSE or electric 
distribution company or is disallowed by the Office of the 
Interconnection; or 

 
b. any Saturday and Sunday/NERC holiday where the end-use 

customer that is registered in the Economic Load Response 
program is also registered as a Demand Resource, and all end-use 
customer locations on the relevant Economic Load Response 
registration have been dispatched by PJM during an emergency 
event. 
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2. Any Saturday or Sunday/NERC holiday where the average daily 

event period usage is less than 25% of the average event period 
usage level for the three days; 

 
3. Any Saturday or Sunday/NERC holiday that corresponds to the 

beginning or end of daylight savings. 
 

ii. If a 45-day period does not include 3 Saturdays or 3 Sundays/NERC 
holidays, respectively, that meet the conditions in subsection (b)(i) of this 
section, provided there are 2 Saturdays or Sundays/NERC holidays that 
meet the conditions in subsection (b)(i) of this section, the CBL will be 
based on the average of those 2 Saturdays or Sundays/NERC holidays.  If 
there are not 2 eligible Saturdays or Sundays/NERC holidays, the CBL 
shall be determined in accordance with subsection (iii) of this section. 

 
iii. Section 3.3A.2(b)(i)(1) notwithstanding, if a 45-day period does not 

include 2 Saturdays or Sundays/NERC holidays, respectively, that meet 
the conditions in subsection (b)(i) of this section, event days will be used 
as necessary to meet the 2 day requirement to calculate the CBL, provided 
that any such event days shall be the highest load event days within the 
relevant 45-day period. 

 
 (c) CBLs established pursuant to this section shall represent end-use customers’ 
actual load patterns.  If the Office of the Interconnection determines that a CBL or alternative 
CBL does not accurately represent a customer’s actual load patterns, the CBL shall be revised 
accordingly pursuant to Section 3.3A.2.01.  Consistent with this requirement, if 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 upon whose behalf it is acting 
that would result in the adjustment of more than half the hours in the affected party’s Customer 
Baseline Load by twenty percent or more for more than twenty days. 
 
3.3A.2.01 Alternative Customer Baseline Methodologies. 
 
(a) During the Economic Load Response Participant registration process pursuant to Section 
1.5A.3 of this Schedule, the relevant Economic Load Response Participant or the Office of the 
Interconnection (“Interested Parties”) may, in the case of such participant’s Non-Variable Load 
customers, and shall, in the case of its Variable Load customers, propose an alternative CBL 
calculation that more accurately reflects the relevant end-use customer’s consumption pattern 
relative to the CBL determined pursuant to Section 3.3A.2.  During the Emergency and Pre-
Emergency Load Response registration process pursuant to section 8.4 of this schedule, or as 
otherwise approved by the Office of the Interconnection, the relevant participant or the Office of 
the Interconnection may propose an alternative CBL calculation that more accurately reflects the 
relevant end-use customer’s consumption pattern relative to the CBL determined pursuant to 
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section 3.3A.2 of this schedule.  In support of such proposal, the participant shall demonstrate 
that the alternative CBL method shall result in an hourly relative root mean square error of 
twenty percent or less compared to actual hourly values, as calculated in accordance with the 
technique specified in the PJM Manuals.  Any proposal made pursuant to this section shall be 
provided to the other Interested Party. 
 
(b) The Interested Parties shall have 30 days to agree on a proposal issued pursuant to 
subsection (a) of this section.  The 30-day period shall start the day the proposal is provided to 
the other Interested Party.  If both Interested Parties agree on a proposal issued pursuant to this 
section, that alternative CBL calculation methodology shall be effective consistent with the date 
of the relevant Economic Load Response Participant registration.   
 
(c) If agreement is not reached pursuant to subsection (b) of this section, the Office of the 
Interconnection shall determine a CBL methodology that shall result, as nearly as practicable, in 
an hourly relative root mean square error of twenty percent or less compared to actual hourly 
values within 20 days from the expiration of the 30-day period established by subsection (b).  A 
CBL established by the Office of the Interconnection pursuant to this subsection (c) shall be 
binding upon both Interested Parties unless the Interested Parties reach agreement on an 
alternative CBL methodology prior to the expiration of the 20-day period established by this 
subsection (c). 
 
(d) Operation of this Section 3.3A.2.01 shall not delay Economic Load Response Participant 
registrations pursuant to Section 1.5A.3, provided that the alternative CBL established pursuant 
to this section shall be used for all related energy settlements made pursuant to Sections 3.3A.5 
and 3.3A.6. 
 
(e) The Office of the Interconnection shall periodically publish alternative CBL 
methodologies established pursuant to this section in the PJM Manuals. 
 

(f)  Emergency and Pre-Emergency Load Response registrations will use the CBL 
defined on the associated economic registration for measuring demand reductions when 
determining the participant’s compliance with its capacity obligations pursuant to Schedule 6 of 
the RAA, unless it is the maximum baseload CBL as defined in the PJM Manuals, in which case 
the participant will use the CBL set forth in the Emergency or Pre-Emergency Load Response 
registration. 

 
3.3A.2.02 On-Site Generators. 
 
On-Site Generators used as the basis for Economic Load Response Participant status pursuant to 
Section 1.5A shall be subject to the following provisions: 
 

i. The On-Site Generator shall be used solely to enable an Economic Load 
Response Participant to provide demand reductions in response to the 
Locational Marginal Prices in the Real-time Energy Market and/or the 
Day-ahead Energy Market and shall not otherwise have been operating;  
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ii.  If subsection (i) does not apply, the amount of energy from an On-Site 
Generator used to enable an Economic Load Response Participant to 
provide demand reductions in response to the Locational Marginal Prices 
in the Real-time Energy Market and/or the Day-ahead Energy Market shall 
be capable of being quantified in a manner that is acceptable to the Office 
of the Interconnection. 

 
3.3A.3 Symmetric Additive Adjustment. 
 
(a) Customer Baseline Levels established pursuant to section 3.3A.2 shall be adjusted  by the 
Symmetric Additive Adjustment.  Unless an alternative formula is approved by the Office of the 
Interconnection, the Symmetric Additive Adjustment shall be calculated using the following 
formula: 
 

Step 1:  Calculate the average usage over the 3 hour period ending 1 hour prior to 
the start of event. 
 
Step 2:  Calculate the average usage over the 3 hour period in the CBL that 
corresponds to the 3 hour period described in Step 1. 
 
Step 3:  Subtract the results of Step 2 from the results of Step 1 to determine the 
symmetric additive adjustment (this may be positive or negative).   
 
Step 4:  Add the symmetric additive adjustment (i.e. the results of Step 3) to each 
hour in the CBL that corresponds to each event hour. 

 
(b) Following a Load Reduction Event that is submitted to the Office of the Interconnection 
for compensation, the Office of the Interconnection shall provide the Notification window(s), if 
applicable, directly metered data and Customer Baseline Load and Symmetric Additive 
Adjustment calculation to the appropriate electric distribution company for optional review.  The 
electric distribution company will have ten Business Days to provide the Office of the 
Interconnection with notification of any issues related to the metered data or calculations. 
 
3.3A.4 Net Benefits Test. 
 
The Office of the Interconnection shall identify each month the price on a supply curve, 
representative of conditions expected for that month, at which the benefit of load reductions 
provided by Economic Load Response Participants exceed the costs of those reductions to other 
loads.  In formulaic terms, the net benefit is deemed to be realized at the price point on the 
supply curve where (Delta LMP x MWh consumed) > (LMPNEW x DR), where LMPNEW is the 
market clearing price after Economic Load Response is dispatched and Delta LMP is the price 
before Economic Load Response is dispatched minus the LMPNEW). 
 
The Office of the Interconnection shall update and post the Net Benefits Test results and analysis 
for a calendar month no later than the 15th day of the preceding calendar month.  As more fully 
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specified in the PJM Manuals, the Office of the Interconnection shall calculate the net benefit 
price level in accordance with the following steps: 
 
Step 1. Retrieve generation offers from the same calendar month (of the prior calendar year) for 
which the calculation is being performed, employing market-based price offers to the extent 
available, and cost-based offers to the extent market-based price offers are not available. To the 
extent that generation offers are unavailable from historical data due to the addition of a Zone to 
the PJM Region the Office of the Interconnection shall use the most recent generation offers that 
best correspond to the characteristics of the calendar month for which the calculation is being 
performed, provided that at least 30 days of such data is available.  If less than 30 days of data is 
available for a resource or group of resources, such resource[s] shall not be considered in the Net 
Benefits Test calculation.  
 
Step 2: Adjust a portion of each prior-year offer representing the typical share of fuel costs in 
energy offers in the PJM Region, as specified in the PJM Manuals, for changes in fuel prices 
based on the ratio of the reference month spot price to the study month forward price.  For such 
purpose, natural gas shall be priced at the Henry Hub price, number 2 fuel oil shall be priced at 
the New York Harbor price, and coal shall be priced as a blend of coal prices representative of 
the types of coal typically utilized in the PJM Region.   
 
Step 3. Combine the offers to create daily supply curves for each day in the period. 
 
Step 4. Average the daily curves for each day in the month to form an average supply curve for 
the study month. 
 
Step 5. Use a non-linear least squares estimation technique to determine an equation that 
reasonably approximates and smooths the average supply curve. 
 
Step 6. Determine the net benefit level as the point at which the price elasticity of supply is equal 
to 1 for the estimated supply curve equation established in Step 5.  
 
 
3.3A.5 Market Settlements in Real-time Energy Market. 
 
(a) Economic Load Response Participants that submit offers for load reductions in the Real-
time Energy Market no later than 2:15 p.m. on the day prior to the operating day that submitted a 
day-ahead offer that cleared or that otherwise are dispatched by the Office of the Interconnection 
in the Real-time Energy Market shall be compensated for reducing demand based on the actual 
kWh relief provided in excess of committed day-ahead load reductions.  The offer shall contain 
the Offer Data specified in section 1.10.1A(k) and shall not thereafter be subject to change; 
provided, however, the Economic Load Response Participant may revise the previously  
specified minimum or maximum load reduction quantity for an operating hour by providing 
notice to the Office of the Interconnection in the form and manner specified in the PJM Manuals 
no later than three hours prior to such operating hour.  Economic Load Response Participants 
may, at their option, combine separately registered loads that have a common pricing point into a 
single portfolio for purposes of offering and dispatching their load reduction capability; provided 
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however that any load reductions will continue to be measured and verified at the individual 
registration level prior to aggregation at the portfolio level for purposes of energy market and 
balancing operating reserves settlements.  An Economic Load Response Participant that curtails 
or causes the curtailment of demand in real-time in response to PJM dispatch, and for which the 
applicable real-time LMP is equal to or greater than the threshold price established under the Net 
Benefits Test, will be compensated by PJMSettlement at the real-time Locational Marginal Price.   
 
(b) In cases where the demand reduction follows dispatch, as defined in section 3.2.3(o-1), as 
instructed by the Office of the Interconnection, and the demand reduction offer price is equal to 
or greater than the threshold price established under the Net Benefits Test, payment will not be 
less than the total value of the demand reduction bid.  For the purposes of this subsection, the 
total value of a demand reduction bid shall include any submitted start-up costs associated with 
reducing demand, including direct labor and equipment costs and opportunity costs and any costs 
associated with a minimum number of contiguous hours for which the demand reduction must be 
committed.  Any shortfall between the applicable Locational Marginal Price and the total value 
of the demand reduction bid will be made up through normal, real-time operating reserves.  In all 
cases under this subsection, the applicable zonal or aggregate (including nodal) Locational 
Marginal Price shall be used as appropriate for the individual end-use customer. 
 
(c) For purposes of load reductions qualifying for 
compensation hereunder, an Economic Load Response Participant shall accumulate credits for 
energy reductions in those hours when the energy delivered to the end-use customer is less than 
the end-use customer’s Customer Baseline Load at the applicable Locational Marginal Price for 
the Real-time Settlement Interval.  In the event the end-use customer’s hourly energy 
consumption is greater than the Customer Baseline Load, the Economic Load Response 
Participant will accumulate debits at the applicable Locational Marginal Price for the Real-time 
Settlement Interval for the amount that the end-use customer’s hourly energy consumption is 
greater than the Customer Baseline Load.  If the actual load reduction, compared to the desired 
load reduction is outside the deviation levels specified in section 3.2.3(o) of this Appendix, the 
Economic Load Response Participant shall be assessed balancing operating reserve charges in 
accordance with that section 3.2.3. 
 
(d) The cost of payments to Economic Load Response Participants under this section 
(excluding any portion of the payments recovered as operating reserves pursuant to subsection 
(b) of this section) for load reductions that are compensated at the applicable full LMP, in any 
Zone for any hour, shall be recovered from Market Participants on a ratio-share basis based on 
their real-time exports from the PJM Region and from Load Serving Entities on ratio-share basis 
based on their real-time loads in each Zone for which the load-weighted average Locational 
Marginal Price for the hour during which such load reduction occurred is greater than or equal to 
the price determined under the Net Benefits Test for that month, with the ratio shares determined 
as follows: 
 
The ratio share for LSE i in zone z shall be RTLiz/(RTL + X) 
and the ratio share for party j shall be Xj/(RTL + X). 
 
Where: 
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 RTL is the total real time load in all zones where LMP ≥ Net Benefits Test price; 
 RTLiz is the real-time load for LSE i in zone z; 
 X is the total export quantity from PJM in that hour; and 
 Xj is the export quantity by party j from PJM. 
 
 
3.3A.6 Market Settlements in the Day-ahead Energy Market. 
 
(a) Economic Load Response Participants dispatched as a result of a qualifying demand 
reduction offer in the Day-ahead Energy Market shall be compensated for reducing demand 
based on the reductions of kWh committed in the Day-ahead Energy Market.  An Economic 
Load Response Participant that submits a demand reduction bid day ahead is accepted by the 
Office of the Interconnection and for which the applicable day ahead LMP is greater than or 
equal to the Net Benefits Test shall be compensated by PJMSettlement at the day-ahead 
Locational Marginal Price.   
 
Economic Load Response Participants may, at their option, combine separately registered loads 
that have a common pricing point into a single portfolio for purposes of offering and dispatching 
their load reduction capability; provided however that any load reductions will continue to be 
measured and verified at the individual registration level prior to aggregation at the portfolio 
level for purposes of energy market and balancing operating reserves settlements. 
 
(b) Total payments to Economic Load Response Participants for accepted day-ahead demand 
reduction bids with an offer price equal to or greater than the threshold price established under 
the Net Benefits Test that follow the dispatch instructions of the Office of the Interconnection 
will not be less than the total value of the demand reduction bid.  For the purposes of this 
subsection, the total value of a demand reduction bid shall include any submitted start-up costs 
associated with reducing load, including direct labor and equipment costs and opportunity costs 
and any costs associated with a minimum number of contiguous hours for which the load 
reduction must be committed.  Any shortfall between the applicable Locational Marginal Price 
and the total value of the demand reduction bid will be made up through normal, day-ahead 
operating reserves.  In all cases under this subsection, the applicable zonal or aggregate 
(including nodal) Locational Marginal Price shall be used as appropriate for the individual end-
use customer. 
 
 (c) Economic Load Response Participants that have demand reductions committed in the 
Day-ahead Energy Market that deviate from the day-ahead schedule in real time shall be charged 
or credited for such variance at the real time LMP plus or minus an amount equal to the 
applicable balancing operating reserve charge in accordance with section 3.2.3 of this Appendix.  
Load Serving Entities that otherwise would have load that was reduced shall receive any 
associated operating reserve credit. 
 
(d) The cost of payments to Economic Load Response Participants for accepted day-ahead 
demand reduction bids that are compensated at the applicable full, day ahead LMP under this 
section (excluding any portion of the payments recovered as operating reserves pursuant to 
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subsection (b) of this section) for load reductions in any Zone for any hour shall be recovered 
from Market Participants on a ratio-share basis based on their real-time exports from the PJM 
Region and from Load Serving Entities on a ratio-share basis based on their real-time loads in 
each Zone for which the load-weighted average real-time Locational Marginal Price for the hour 
during which such load reduction occurred is greater than or equal to the price determined under 
the Net Benefits Test for that month, in accordance with the formula prescribed in section 
3.3A.5(d). 
 
3.3A.7 Prohibited Economic Load Response Participant Market Settlements. 
 
(a) Settlements pursuant to Sections 3.3A.5 and 3.3A.6 shall be limited to demand reductions 
executed in response to the Locational Marginal Price in the Real-time Energy Market and/or the 
Day-ahead Energy Market that satisfy the Net Benefits Test and are dispatched by the Office of the 
Interconnection. 
 
(b) Demand reductions that do not meet the requirements of Section 3.3A.7(a) shall not be 
eligible for settlement pursuant to Sections 3.3A.5 and 3.3A.6.  Examples of settlements prohibited 
pursuant to this Section 3.3A.7(b) include, but are not limited to, the following: 
 

i. Settlements based on variable demand where the timing of the demand 
reduction supporting the settlement did not change in direct response to 
Locational Marginal Prices in the Real-time Energy Market and/or the Day-
ahead Energy Market; 

 
ii. Consecutive daily settlements that are the result of a change in normal 

demand patterns that are submitted to maintain a CBL that no longer reflects 
the relevant end-use customer’s demand; 

 
iii. Settlements based on On-Site Generator data if the On Site Generation is not 

supporting demand reductions executed in response to the Locational 
Marginal Price in the Real-time Energy Market and/or the Day-ahead 
Energy Market; 

 
iv. Settlements based on demand reductions that are the result of operational 

changes between multiple end-use customer sites in the PJM footprint; 
 
v. Settlements that do not include all hours that the Office of the 

Interconnection dispatched the load reduction, or for which the load 
reduction cleared in the Day-ahead Market. 

 
(c) The Office of the Interconnection shall disallow settlements for demand reductions that do 
not meet the requirements of Section 3.3A.7(a).  If the Economic Load Response Participant 
continues to submit settlements for demand reductions that do not meet the requirements of Section 
3.3A.7(a), then the Office of the Interconnection shall suspend the Economic Load Response 
Participant’s PJM Interchange Energy Market activity and refer the matter to the FERC Office of 
Enforcement. 
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3.3A.8 Economic Load Response Participant Review Process. 
 
(a) The Office of the Interconnection shall review the participation of an Economic Load 
Response Participant in the PJM Interchange Energy Market under the following circumstances: 
 

i. An Economic Load Response Participant’s registrations submitted 
pursuant to Section 1.5A.3 are disputed more than 10% of the time by any 
relevant electric distribution company(ies) or Load Serving Entity(ies). 

 
ii. An Economic Load Response Participant’s settlements pursuant to 3.3A.5 

and 3.3A.6 are disputed more than 10% of the time by any relevant 
electric distribution company(ies) or Load Serving Entity(ies). 

 
iii. An Economic Load Response Participant’s settlements pursuant to 

Sections 3.3A.5 and 3.3A.6 are denied by the Office of the 
Interconnection more than 10% of the time. 

 
iv. An Economic Load Response Participant’s registration will be reviewed 

when settlements are frequently submitted or if its actual loads frequently 
deviate from the previously scheduled quantities (as determined for 
purposes of assessing balancing operating reserves charges).  PJM will 
notify the Participant when their registration is under review.  While the 
Participant’s registration is under review by PJM, the Participant may 
continue economic load reductions but all settlements will be denied by 
PJM until the registration review is resolved pursuant to subsection (i) or 
(ii) below.  PJM will require the Participant to provide information within 
30 days to support that the settlements were submitted for load reduction 
activity done in response to price and not submitted based on the End-Use 
Customer’s normal operations. 

 
i) If the Participant is unable to provide adequate supporting 

information to substantiate the load reductions submitted for 
settlement, PJM will terminate the registration and may refer the 
Participant to either the Market Monitoring Unit or the Federal 
Energy Regulatory Commission for further investigation.  

 
ii) If the Participant does provide adequate supporting information, 

the settlements denied by PJM will be resubmitted by the 
Participant for review according to existing PJM market rules.  
Further, PJM may introduce an alternative Customer Baseline 
Load if the existing Customer Baseline Load does not adequately 
reflect what the customer load would have been absent a load 
reduction. 
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v.  The electric distribution company may only deny settlements during the 
normal settlement review process for inaccurate data including, but not 
limited to: meter data, line loss factor, Customer Baseline Load 
calculation, interval meter owner and a known recurring End-Use 
Customer outage or holiday.  

 
(b) The Office of the Interconnection shall have thirty days to conduct a review pursuant to 
this Section 3.3A.8.  The Office of the Interconnection may refer the matter to the PJM MMU 
and/or the FERC Office of Enforcement if the review indicates the relevant Economic Load 
Response Participant and/or relevant electric distribution company or LSE is engaging in activity 
that is inconsistent with the PJM Interchange Energy Market rules governing Economic Load 
Response Participants.
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3.6 Metering Reconciliation. 
 
3.6.1 Meter Correction Billing. 
 
Metering errors and corrections will be reconciled at the end of each month by a meter correction 
charge (positive or negative).  The monthly meter correction charge for tie meter corrections 
shall be the product of the positive or negative deviation in energy amounts, times the Real-time 
Settlement Interval load weighted average real-time Locational Marginal Price for all intervals of 
that month for all load buses in the PJM Region.  The monthly meter correction charge for 
generator meter corrections shall be the product of the positive or negative deviation in energy 
amounts, times the Real-time Settlement Interval generation weighted average Locational 
Marginal Price at that generator’s bus for all intervals of that month. 
 
3.6.2 Meter Corrections Between Market Participants.  
 
If a Market Participant or the Office of the Interconnection discovers a meter error affecting an 
interchange of energy with another Market Participant and makes the error known to such other 
Market Participant prior to the completion by the Office of the Interconnection of the accounting 
for the interchange, and if both Market Participants are willing to adjust hourly load records to 
compensate for the error and such adjustment does not affect other parties, an adjustment in load 
records may be made by the Market Participants in order to correct for the meter error, provided 
corrected information is furnished to the Office of the Interconnection in accordance with the 
Office of the Interconnection’s accounting deadlines.  No such adjustment may be made if the 
accounting for the Operating Day in which the interchange occurred has been completed by the 
Office of the Interconnection.  If this is not practical, the error shall be accounted for by a 
correction at the end of the billing cycle.  The Market Participants experiencing the error shall 
account for the full amount of the discrepancy and an appropriate debit or credit shall be applied 
to the Market Participants.  For Market Participants that are Electric Distributors that request the 
debit and credit to be further allocated to all Network Service Users in their territory (as 
documented in the PJM Manuals), where all Load Serving Entities in the respective Electric 
Distributor territory agree, the appropriate debit or credit shall be applied among Network 
Service Users in proportion to their deliveries to load served in the applicable territory. 
 
3.6.3 500 kV Meter Errors. 
 
Billing shall be adjusted to account for errors in meters on 500 kV Transmission Facilities within 
the PJM Pre-Expansion Zones (excluding Allegheny Power) or between the PJM Pre-Expansion 
Zones (excluding Allegheny Power) and Allegheny Power.  The Market Participant with the tie 
meter or generator meter experiencing the error shall account for the full amount of the 
discrepancy and an appropriate debit or credit shall be applied among Electric Distributors that 
report hourly net energy flows from metered Tie Lines in the Pre-Expansion Zones (excluding 
Allegheny Power) in proportion to the load consumed in their territories.  The error shall be 
accounted for by a correction at the end of the billing cycle.  For Market Participants that are 
Electric Distributors that request the debit and credit to be further allocated to all Network 
Service Users in their territory (as documented in the PJM Manuals), where all Load Serving 
Entities in the respective Electric Distributor territory agree, the appropriate debit or credit shall 
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be applied among Network Service Users in proportion to their deliveries to load served in the 
applicable territory. 
 
3.6.4 Meter Corrections Between Control Areas. 
 
An error between accounted for and metered interchange between a Party in the PJM Region and 
an entity in a Control Area other than the PJM Region shall be corrected by adjusting the hourly 
meter readings.  If this is not practical, the error shall be accounted for by a correction at the end 
of the billing cycle.  The Market Participant with ties to such other Control Area experiencing 
the error shall account for the full amount of the discrepancy.  However, if the meter correction 
applies to a tie on the 500 kV system between the PJM Pre-Expansion Zones (excluding 
Allegheny Power) and other Control Areas, Electric Distributors that report hourly net energy 
flows from metered Tie Lines in the Pre-Expansion Zones (excluding Allegheny Power) shall 
account for the full amount of the discrepancy in proportion to the load consumed in their 
territories.   The appropriate debit or credit shall be applied among Network Service Users in 
proportion to their deliveries to load served in the PJM Region.  The Office of the 
Interconnection will adjust the actual interchange between the other Control Area and the PJM 
Region to maintain a proper record of inadvertent energy flow.   
 
3.6.5 Meter Correction Data. 
 
Meter error data shall be submitted to the Office of the Interconnection not later than the last 
Business Day of the month following the end of the monthly billing cycle applicable to the meter 
correction. 
 
3.6.6 Correction Limits. 
 
A Market Participant may not assert a claim for an adjustment in billing as a result of a meter 
error for any error discovered more than two years after the date on which the metering occurred.  
Any claim for an adjustment in billing as a result of a meter error shall be limited to bills for 
transactions occurring in the most recent annual accounting period of the billing Market 
Participant in which the meter error occurred, and the prior annual accounting period. 
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5.2 Transmission Congestion Credit Calculation. 
 
5.2.1 Eligibility.   
 
(a) Except as provided in Section 5.2.1(b), each FTR Holder shall receive as a Transmission 
Congestion Credit a proportional share of the total Transmission Congestion Charges collected 
for each constrained hour. 
 
(b) If an Effective FTR Holder between specified delivery and receipt buses acquired the 
Financial Transmission Right in a Financial Transmission Rights auction (the procedures for 
which are set forth in Part 7 of this Schedule 1) and (i) had an Increment Offer and/or Decrement 
Bid that was accepted by the Office of the Interconnection for an applicable hour in the Day-
ahead Energy Market for delivery or receipt at or near delivery or receipt buses of the Financial 
Transmission Right or had an Up-to Congestion Transaction that was accepted by the Office of 
the Interconnection for an applicable hour in the Day-ahead Energy Market for a path at or near 
the path of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Offer,  Decrement Bid or Up-to Congestion Transaction is that the difference in 
Locational Marginal Prices in the Day-ahead Energy Market between such delivery and receipt 
buses is greater than the difference in Locational Marginal Prices between such delivery and 
receipt buses in the Real-time Energy Market, then the Market Participant shall not receive any 
Transmission Congestion Credit, associated with such Financial Transmission Right in such 
hour, in excess of one divided by the number of hours in the applicable month multiplied by the 
amount that the Market Participant paid for the Financial Transmission Right in the Financial 
Transmission Rights auction. 
 
(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the Financial 
Transmission Right delivery or receipt bus if seventy-five percent or more of the energy injected 
or withdrawn at that bus and which is withdrawn or injected at any other bus is reflected in the 
constrained path between the subject Financial Transmission Right delivery and receipt buses 
that were acquired in the Financial Transmission Rights auction. 
 
(d) The Market Monitoring Unit shall calculate Transmission Congestion Credits pursuant to 
this section and section VI of Attachment M – Appendix. Nothing in this section shall preclude 
the Market Monitoring Unit from action to recover inappropriate benefits from the subject 
activity if the amount forfeited is less than the benefit derived by the Effective FTR Holder. If 
the Office of the Interconnection agrees with such calculation, then it shall impose the forfeiture 
of the Transmission Congestion Credit accordingly. If the Office of the Interconnection does not 
agree with the calculation, then it shall impose a forfeiture of Transmission Congestion Credit 
consistent with its determination.  If the Market Monitoring Unit disagrees with the Office of the 
Interconnection’s determination, it may exercise its powers to inform the Commission staff of its 
concerns and may request an adjustment.  This provision is duplicated in section VI of 
Attachment M – Appendix.  An Effective FTR Holder objecting to the application of this rule 
shall have recourse to the Commission for review of the application of the FTR forfeiture rule to 
its trading activity. 
 
5.2.2 Financial Transmission Rights. 
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(a) Transmission Congestion Credits will be calculated based upon the Financial 
Transmission Rights held at the time of the constrained hour.  Except as provided in subsection 
(e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7.   
 
(b) The hourly economic value of a Financial Transmission Right Obligation is based on the 
Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right. The hourly economic value of a Financial Transmission Right Obligation is positive (a 
benefit to the FTR Holder) when the Day-ahead Congestion Price at the point of delivery is 
higher than the Day-ahead Congestion Price at the point of receipt. The hourly economic value 
of a Financial Transmission Right Obligation is negative (a liability to the FTR Holder) when the 
Day-ahead Congestion Price at the point of receipt is higher than the Day-ahead Congestion 
Price at the point of delivery.   
 
(c) The hourly economic value of a Financial Transmission Right Option is based on the 
Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right when that difference is positive. The hourly economic value of a Financial Transmission 
Right Option is positive (a benefit to the FTR Holder) when the Day-ahead Congestion Price at 
the point of delivery is higher than the Day-ahead Congestion Price at the point of receipt. The 
hourly economic value of a Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the FTR Holder) when the Day-ahead Congestion Price at the point of receipt is 
higher than the Day-ahead Congestion Price at the point of delivery.  
 
(d) In addition to transactions with PJMSettlement in the Financial Transmission Rights 
auctions administered by the Office of the Interconnection, a Financial Transmission Right, for 
its entire tenure or for a specified period, may be sold or otherwise transferred to a third party by 
bilateral agreement, subject to compliance with such procedures as may be established by the 
Office of the Interconnection for verification of the rights of the purchaser or transferee. 
 

(i) Market Participants may enter into bilateral agreements to transfer to a third party 
a Financial Transmission Right, for its entire tenure or for a specified period.  
Such bilateral transactions shall be reported to the Office of the Interconnection in 
accordance with this Schedule and pursuant to the LLC’s rules related to its FTR 
reporting tools.   

 
(ii) For purposes of clarity, with respect to all bilateral transactions for the transfer of 

Financial Transmission Rights, the rights and obligations pertaining to the 
Financial Transmission Rights that are the subject of such a bilateral transaction 
shall pass to the buyer under the bilateral contract subject to the provisions of this 
Schedule.  Such bilateral transactions shall not modify the location or reconfigure 
the Financial Transmission Rights.  In no event shall the purchase and sale of a 
Financial Transmission Right pursuant to a bilateral transaction constitute a 
transaction with PJMSettlement or a transaction in any auction under this 
Schedule.   
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(iii) Consent of the Office of the Interconnection shall be required for a seller to 

transfer to a buyer any Financial Transmission Right Obligation.  Such consent 
shall be based upon the Office of the Interconnection’s assessment of the buyer’s 
ability to perform the obligations, including meeting applicable creditworthiness 
requirements, transferred in the bilateral contract.  If consent for a transfer is not 
provided by the Office of the Interconnection, the title to the Financial 
Transmission Rights shall not transfer to the third party and the FTR Holder shall 
continue to receive all Transmission Congestion Credits attributable to the 
Financial Transmission Rights and remain subject to all credit requirements and 
obligations associated with the Financial Transmission Rights.   

 
(iv) A seller under such a bilateral contract shall guarantee and indemnify the Office 

of the Interconnection, PJMSettlement, and the Members for the buyer’s 
obligation to pay any charges associated with the transferred Financial 
Transmission Right and for which payment is not made to PJMSettlement by the 
buyer under such a bilateral transaction.   

 
(v) All payments and related charges associated with such a bilateral contract shall be 

arranged between the parties to such bilateral contract and shall not be billed or 
settled by PJMSettlement or the Office of the Interconnection.  The LLC, 
PJMSettlement, and the Members will not assume financial responsibility for the 
failure of a party to perform obligations owed to the other party under such a 
bilateral contract reported to the Office of the Interconnection under this 
Schedule.   

 
(vi) All claims regarding a default of a buyer to a seller under such a bilateral contract 

shall be resolved solely between the buyer and the seller.   
 
(e) Network Service Users and Firm Transmission Customers that take service that sinks, 
sources in, or is transmitted through new PJM zones, at their election, may receive a direct 
allocation of Financial Transmission Rights instead of an allocation of Auction Revenue Rights.  
Network Service Users and Firm Transmission Customers may make this election for the 
succeeding two annual FTR auctions after the integration of the new zone into the PJM 
Interchange Energy Market.  Such election shall be made prior to the commencement of each 
annual FTR auction.  For purposes of this election, the Allegheny Power Zone shall be 
considered a new zone with respect to the annual Financial Transmission Right auction in 2003 
and 2004.  Network Service Users and Firm Transmission Customers in new PJM zones that 
elect not to receive direct allocations of Financial Transmission Rights shall receive allocations 
of Auction Revenue Rights.  During the annual allocation process, the Financial Transmission 
Right allocation for new PJM zones shall be performed simultaneously with the Auction 
Revenue Rights allocations in existing and new PJM zones.  Prior to the effective date of the 
initial allocation of FTRs in a new PJM Zone, PJM shall file with FERC, under section 205 of 
the Federal Power Act, the FTRs and ARRs allocated in accordance with sections 5 and 7 of this 
Schedule 1. 
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(f) For Network Service Users and Firm Transmission Customers that take service that sinks 
in, sources in, or is transmitted through new PJM zones, that elect to receive direct allocations of 
Financial Transmission Rights, Financial Transmission Rights shall be allocated using the same 
allocation methodology as is specified for the allocation of Auction Revenue Rights in Section 
7.4.2 and in accordance with the following:   
 

(i) Subject to subsection (ii) of this section, all Financial Transmission Rights must 
be simultaneously feasible. If all Financial Transmission Right requests made 
when Financial Transmission Rights are allocated for the new zone are not 
feasible then Financial Transmission Rights are prorated and allocated in 
proportion to the MW level requested and in inverse proportion to the effect on 
the binding constraints. 

 
(ii) If any Financial Transmission Right requests that are equal to or less than a 

Network Service User’s Zonal Base Load for the Zone or fifty percent of its 
transmission responsibility for Non-Zone Network Load, or fifty percent of 
megawatts of firm service between the receipt and delivery points of Firm 
Transmission Customers, are not feasible in the annual allocation and auction 
processes due to system conditions, then PJM shall increase the capability limits 
of the binding constraints that would have rendered the Financial Transmission 
Rights infeasible to the extent necessary in order to allocate such Financial 
Transmission Rights without their being infeasible for all rounds of the annual 
allocation and auction processes, provided that this subsection (ii) shall not apply 
if the infeasibility is caused by extraordinary circumstances.  Additionally, such 
increased limits shall be included in subsequent modeling during the Planning 
Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights 
auctions; unless and to the extent those system conditions that contributed to 
infeasibility in the annual process are not extant for the time period subject to the 
subsequent modeling, such as would be the case, for example, if transmission 
facilities are returned to service during the Planning Year.  In these cases, any 
increase in the capability limits taken under this subsection (ii) during the annual 
process will be removed from subsequent modeling to support any incremental 
allocations of Auction Revenue Rights and monthly and balance of the Planning 
Period Financial Transmission Rights auctions.  In addition, PJM may remove or 
lower the increased capability limits, if feasible, during subsequent FTR Auctions 
if the removal or lowering of the increased capability limits does not impact 
Auction Revenue Rights funding and net auction revenues are positive. 

 
For the purposes of this subsection (ii), extraordinary circumstances shall mean an 
unanticipated event outside the control of PJM that reduces the capability of 
existing or planned transmission facilities and such reduction in capability is the 
cause of the infeasibility of such Financial Transmission Rights.  Extraordinary 
circumstances do not include those system conditions and assumptions modeled 
in simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 
1 of this Agreement.  If PJM allocates Financial Transmission Rights as a result 
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of this subsection (ii) that would not otherwise have been feasible, then PJM shall 
notify Members and post on its web site (a) the aggregate megawatt quantities, by 
sources and sinks, of such Financial Transmission Rights and (b) any increases in 
capability limits used to allocate such Financial Transmission Rights. 

 
(iii) In the event that Network Load changes from one Network Service User to 

another after an initial or annual allocation of Financial Transmission Rights in a 
new zone, Financial Transmission Rights will be reassigned on a proportional 
basis from the Network Service User losing the load to the Network Service User 
that is gaining the Network Load. 

 
(g) At least one month prior to the integration of a new zone into the PJM Interchange 
Energy Market, Network Service Users and Firm Transmission Customers that take service that 
sinks in, sources in, or is transmitted through the new zone, shall receive an initial allocation of 
Financial Transmission Rights that will be in effect from the date of the integration of the new 
zone until the next annual allocation of Financial Transmission Rights and Auction Revenue 
Rights.  Such allocation of Financial Transmission Rights shall be made in accordance with 
Section 5.2.2(f) of this Schedule. 
 
(h) Reserved. 
 
5.2.3 Target Allocation of Transmission Congestion Credits. 
 
A Target Allocation of Transmission Congestion Credits for each FTR Holder shall be 
determined for each Financial Transmission Right.  Each Financial Transmission Right shall be 
multiplied by the Day-ahead Congestion Price differences for the receipt and delivery points 
associated with the Financial Transmission Right, calculated as the Day-ahead Congestion Price 
at the delivery point(s) minus the Day-ahead Congestion Price at the receipt point(s).  For the 
purposes of calculating Transmission Congestion Credits, the Day-ahead Congestion Price of a 
Zone is calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the 
Zone multiplied by the percent of annual peak load assigned to each node in the Zone.   
Commencing with the 2015/2016 Planning Period, for the purposes of calculating Transmission 
Congestion Credits, the Day-ahead Congestion Price of a Residual Metered Load aggregate is 
calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the Residual 
Metered Load aggregate multiplied by the percent of the annual peak residual load assigned to 
each bus that comprises the Residual Metered Load aggregate.  When the FTR Target Allocation 
is positive, the FTR Target Allocation is a credit to the FTR Holder.  When the FTR Target 
Allocation is negative, the FTR Target Allocation is a debit to the FTR Holder if the FTR is a 
Financial Transmission Right Obligation. When the FTR Target Allocation is negative, the FTR 
Target Allocation is set to zero if the FTR is a Financial Transmission Right Option. The total 
Target Allocation for Network Service Users and Transmission Customers for each hour shall be 
the sum of the Target Allocations associated with all of the Network Service Users’ or 
Transmission Customers’ Financial Transmission Rights.   
 
5.2.4 [Reserved.]   
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5.2.5 Calculation of Transmission Congestion Credits. 
 
(a) The total of all the positive Target Allocations determined as specified above shall be 
compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy Market.  If the total of the Target 
Allocations is less than or equal to the total of the Transmission Congestion Charges, the 
Transmission Congestion Credit for each entity holding an FTR shall be equal to its Target 
Allocation.  All remaining Transmission Congestion Charges shall be distributed as described 
below in Section 5.2.6 “Distribution of Excess Congestion Charges.” 
 
(b) If the total of the Target Allocations is greater than the total Transmission Congestion 
Charges for the hour resulting from both the Day-ahead Energy Market and the Real-time 
Energy Market, each FTR Holder shall be assigned a share of the total Transmission Congestion 
Charges in proportion to its Target Allocations for Financial Transmission Rights which have a 
positive Target Allocation value.  Financial Transmission Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Transmission 
Congestion Credit. 
 
(c) At the end of a Planning Period if all FTR Holders did not receive Transmission 
Congestion Credits equal to their Target Allocations, the Office of the Interconnection shall 
assess a charge equal to the difference between the Transmission Congestion Credit Target 
Allocations for all revenue deficient FTRs and the actual Transmission Congestion Credits 
allocated to those FTR Holders.  A charge assessed pursuant to this section shall also include any 
aggregate charge assessed pursuant to section 7.4.4(c)  of Schedule 1 of this Agreement and shall 
be allocated to all FTR Holders on a pro-rata basis according to the total Target Allocations for 
all FTRs held at any time during the relevant Planning Period.  The charge shall be calculated 
and allocated in accordance with the following methodology: 
 

1.  The Office of the Interconnection shall calculate the total amount of uplift 
required as {[sum of the total monthly deficiencies in FTR Target Allocations for 
the Planning Period + the sum of the ARR Target Allocation deficiencies 
determined pursuant to section 7.4.4(c) of Schedule 1 of this Agreement] – [sum 
of the total monthly excess ARR revenues and congestion charges for the 
Planning Period]}. 

 
2.  For each Market Participant that held an FTR during the Planning Period, the 

Office of the Interconnection shall calculate the total Target Allocation associated 
with all FTRs held by the Market Participant during the Planning Period, provided 
that, the foregoing notwithstanding, if the total Target Allocation for an individual 
Market Participant calculated pursuant to this section is negative the Office of 
Interconnection shall set the value to zero. 

 
3.  The Office of the Interconnection shall then allocate an uplift charge to each 

Market Participant that held an FTR at any time during the Planning Period in 
accordance with the following formula:  {[total uplift] * [total Target Allocation 
for all FTRs held by the Market Participant at any time during the Planning 
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Period] / [total Target Allocations for all FTRs held by all PJM Market 
Participants at any time during the Planning Period]}. 

 
5.2.6 Distribution of Excess Congestion Charges. 
 
(a) Excess Transmission Congestion Charges accumulated in a month shall be distributed to 
each FTR Holder in proportion to, but not more than, any deficiency in the share of Transmission 
Congestion Charges received by the FTR Holder during that month as compared to its total 
Target Allocations for the month. 
 
(b) After the excess Transmission Congestion Charge distribution described in Section 
5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end of a 
month shall be distributed to each FTR Holder in proportion to, but not more than, any 
deficiency in the share of Transmission Congestion Charges received by the FTR Holder during 
the current Planning Period, including previously distributed excess Transmission Congestion 
Charges, as compared to its total Target Allocation for the Planning Period. 
 
(c) Any excess Transmission Congestion Charges remaining at the end of a Planning Period 
shall be distributed to each holder of Auction Revenue Rights in proportion to, but not more 
than, any Auction Revenue Right deficiencies for that Planning Period. 
 
(d) Any excess Transmission Congestion Charges remaining after a distribution pursuant to 
subsection (c) of this section shall be distributed to all FTR Holders on a pro-rata basis according 
to the total Target Allocations for all FTRs held at any time during the relevant Planning Period.  
Any allocation pursuant to this subsection (d) shall be conducted in accordance with the 
following methodology: 
 

1. For each Market Participant that held an FTR during the Planning Period, the 
Office of the Interconnection shall calculate the total Target Allocation associated 
with all FTRs held by the Market Participant during the Planning Period, provided 
that, the foregoing notwithstanding, if the total Target Allocation for an individual 
Market Participant calculated pursuant to this section is negative the Office of the 
Interconnection shall set the value to zero. 

 
2. The Office of the Interconnection shall then allocate an excess Transmission 

Congestion Charge credit to each Market Participant that held an FTR at any time 
during the Planning Period in accordance with the following formula:  {[total 
excess Transmission Congestion Charges remaining after distributions pursuant to 
subsection (a)-(c) of this section] * [total Target Allocation for all FTRs held by 
the Market Participant at any time during the Planning Period] / [total Target 
Allocations for all FTRs held by all PJM Market Participants at any time during 
the Planning Period]}. 
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5.3 Unscheduled Transmission Service (Loop Flow). 
 
(a) When there are agreements between the LLC and others for compensation to be paid or 
received for unscheduled transmission service (loop flow) into or out of the PJM Region, the net 
compensation received shall be included in the total Transmission Congestion Charges that are 
distributed in accordance with Section 5.2. 
 
(b) With respect to payments by the Office of the Interconnection to the New York 
Independent System Operator for the installation and operation of phase angle regulating 
facilities at Ramapo to control or limit unscheduled transmission service (loop flow), each of the 
following Transmission Owners with revenue requirements under the PJM Tariff shall pay a 
share of the charges on a transmission revenue requirements ratio share basis:  Allegheny 
Electric Cooperative, Inc., Atlantic City Electric Company, Baltimore Gas and Electric 
Company, Delmarva Power & Light Company, Jersey Central Power & Light Company, Mid-
Atlantic Interstate Transmission, LLC (but only with respect to transmission revenue 
requirements associated with the Metropolitan Edison Company Zone), PECO Energy Company, 
Pennsylvania Power & Light Company, Potomac Electric Power Company, Public Service 
Electric and Gas Company, Rockland Electric Company, and UGI Utilities, Inc. 
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6.4 Offer Price Caps. 
 
6.4.1 Applicability. 
 
(a) If, at any time, it is determined by the Office of the Interconnection in accordance with 
Sections 1.10.8 or 6.1 of this Schedule that any generation resource may be dispatched out of 
economic merit order to maintain system reliability as a result of limits on transmission 
capability, the offer prices for energy from such resource shall be capped at the levels specified 
below.  If the Office of the Interconnection is able to do so, such offer prices shall be capped 
only during each hour when the transmission limit affects the schedule of the affected resource, 
and otherwise shall be capped for the entire Operating Day. The energy offer prices as capped 
shall be used to determine any Locational Marginal Price affected by the offer price of such 
resource and as further limited as described in Sections 2.2 and 2.4 of this Schedule. 
 
(b) The energy offer price by any generation resource requested to be dispatched in 
accordance with Section 6.3 of this Schedule shall be capped at the levels specified below.  If the 
Office of the Interconnection is able to do so, such offer prices shall be capped only during each 
hour when the affected resource is so scheduled, and otherwise shall be capped for the entire 
Operating Day.  The energy offer prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 
 
(c) Generation resources subject to an offer price cap shall be paid for energy at the 
applicable Locational Marginal Price. 
 
(d) [Reserved for Future Use] 
 
(e) Offer price caps under section 6.4 of this Schedule shall be suspended for a generation 
resource with respect to transmission limit(s) for any hour in which (1) there are not three or 
fewer generation suppliers available for redispatch under subsection (a) that are jointly pivotal 
with respect to such transmission limit(s), and (2) the generation resource’s owner, when 
combined with the two largest other generation suppliers, is not pivotal (“three pivotal supplier 
test”).   
 
(f) For the purposes of conducting the three pivotal supplier test in subsection (e), the 
following applies: 
 

(i) All megawatts of available incremental supply for which the power 
distribution factor (“dfax”) has an absolute value equal to or greater than 
the dfax used by the Office of the Interconnection’s system operators 
when evaluating the impact of generation with respect to the constraint 
(“effective megawatts”) will be included in the available supply analysis at 
costs equal to the cost-based offers of the available incremental supply 
adjusted for dfax (“effective costs”).  The Office of the Interconnection 
will post on the PJM website the dfax value used by operators with respect 
to a constraint when it varies from three percent. 
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(ii) The three pivotal supplier test will include in the definition of the relevant 
market incremental supply up to and including all such supply available at 
an effective cost equal to 150% of the cost-based clearing price calculated 
using effective costs and effective megawatts and the need for megawatts 
to solve the constraint. 

 
(iii) Offer price caps will apply on a generation supplier basis (i.e. not a 

generating unit by generating unit basis) and only the generation suppliers 
that fail the three pivotal supplier test will have their units that are 
dispatched with respect to the constraint offer capped.  A generation 
supplier for the purposes of this section includes corporate affiliates. 
Supply controlled by a generation supplier or its affiliates by contract with 
unaffiliated third parties or otherwise will be included as supply of that 
generation supplier; supply owned by a generation supplier but controlled 
by an unaffiliated third party by contract or otherwise will be included as 
supply of that third party.   

 
A generation supplier’s units are offer capped if, when combined with the 
two largest other generation suppliers, the generation supplier is pivotal. 

 
(iv) In the Day-ahead Energy Market, the Office of the Interconnection shall 

include price sensitive demand, Increment Offers and Decrement Bids as 
demand or supply, as applicable, in the relevant market. 

 
6.4.2 Level. 
 
(a) The offer price cap shall be one of the amounts specified below, as specified in advance 
by the Market Seller for the affected unit: 
 

(i) The weighted average Locational Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified 
number of hours during which the resource was dispatched for energy in 
economic merit order, the specified number of hours to be determined by 
the Office of the Interconnection and to be a number of hours sufficient to 
result in an offer price cap that reflects reasonably contemporaneous 
competitive market conditions for that unit; 

 
(ii) For offers of $2,000/MWh or less, the incremental operating cost of the 

generation resource as determined in accordance with Schedule 2 of the 
Operating Agreement and the PJM Manuals (“incremental cost”), plus up 
to 10% of such costs, the sum of which shall not exceed $2,000/MWh; 
and, for offers greater than $2,000/MWh, the incremental cost of the 
generation resource;  

 
(iii) For units that are frequently offer capped (“Frequently Mitigated Unit” or 

“FMU”), and for which the unit’s market-based offer was greater than its 
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cost based offer, the following shall apply: 
 

(a) For units that are offer capped for 60% or more of their run hours, 
but less than 70% of their run hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10% or (ii) incremental cost plus $20 per 
megawatt-hour; 
 
(b) For units that are offer capped for 70% or more of their run hours, 
but less than 80% of their run hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10%,  or (ii) incremental cost plus $30 
per megawatt-hour; 
 
(c) For units that are offer capped for 80% or more of their run hours, 
the offer price cap will be the greater of either (i) incremental costs plus 
10%; or (ii) incremental cost plus $40 per megawatt-hour. 

 
(b) For purposes of section 6.4.2(a)(iii), a generating unit shall qualify for the specified offer 
cap upon issuance of written notice from the Market Monitoring Unit, pursuant to Section II.A of 
the Attachment M-Appendix, that it is a “Frequently Mitigated Unit” because it meets all of the 
following criteria: 

 
(i) The unit was offer capped for the applicable percentage of its run hours, 

determined on a rolling 12-month basis, effective with a one month lag. 
 
(ii) The unit’s Projected PJM Market Revenues plus the unit’s PJM capacity market 

revenues on a rolling 12-month basis, divided by the unit’s MW of installed 
capacity (in $/MW-year) are less than its accepted unit specific Avoidable Cost 
Rate (in $/MW-year) (excluding APIR and ARPIR), or its default Avoidable Cost 
Rate (in $/MW-year) if no unit-specific Avoidable Cost Rate is accepted for the 
BRAs for the Delivery Years included in the rolling 12-month period, determined 
pursuant to Sections 6.7 and 6.8 of Attachment DD of the Tariff. (The relevant 
Avoidable Cost Rate is the weighted average of the Avoidable Cost Rates for 
each Delivery Year included in the rolling 12-month period, weighted by month.) 

 
(iii) No portion of the unit is included in a FRR Capacity Plan or receiving 

compensation under Part V of the Tariff. 
 
(iv) The unit is internal to the PJM Region and subject only to PJM dispatch. 

 
(c) Any generating unit, without regard to ownership, located at the same site as a Frequently 
Mitigated Unit qualifying under Sections 6.4.2(a)(iii) shall become an “Associated Unit” upon 
issuance of written notice from the Market Monitoring Unit pursuant to Section II.A of 
Attachment M-Appendix, that it meets all of the following criteria: 
 

1. The unit has the identical electric impact on the transmission system as the 
FMU; 
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2. The unit (i) belongs to the same design class (where a design class 

includes generation that is the same size and utilizes the same technology, 
without regard to manufacturer) and uses the identical primary fuel as the 
FMU or (ii) is regularly dispatched by PJM as a substitute for the FMU 
based on differences in cost that result from the currently applicable FMU 
adder; 

 
3. The unit (i) has an average daily cost-based offer, as measured over the 

preceding 12-month period, that is less than or equal to the FMU’s 
average daily cost-based offer adjusted to include the currently applicable 
FMU adder or (ii) is regularly dispatched by PJM as a substitute for the 
FMU based on differences in cost that result from the currently applicable 
FMU adder. 

 
The offer cap for an associated unit shall be equal to the incremental operating cost of such unit, 
as determined in accordance with Schedule 2 of the Operating Agreement and the PJM Manuals, 
plus the applicable percentage adder or dollar per megawatt-hour adder as specified in Section 
6.4.2(a)(iii)(a), (b), or (c) for the unit with which it is associated. 
 
(d) Market Participants shall have exclusive responsibility for preparing and submitting their 
offers on the basis of accurate information and in compliance with the FERC Market Rules, 
inclusive of the level of any applicable offer cap, and in no event shall PJM be held liable for the 
consequences of or make any retroactive adjustment to any clearing price on the basis of any 
offer submitted on the basis of inaccurate or non-compliant information. 
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6.6 Minimum Generator Operating Parameters – Parameter Limited Schedules. 
 
(a) Market Sellers submitting Offer Data for Generation Capacity Resources shall submit 
and be subject to pre-determined limits on cost-based offers, which are always parameter limited.   
Market Sellers submitting Offer Data for Generation Capacity Resources shall submit and be 
subject to pre-determined limits on market-based offers conforming to parameter limitations 
(“parameter limited schedules”) under the following circumstances: 
 

(i) The Market Seller fails the three pivotal supplier test.  When this 
subsection applies, the parameter limited schedule shall be the less 
limiting, i.e. more flexible, of the defined parameter limited schedules or 
the submitted offer parameters. 

 
(ii) For the 2014/2015 through 2017/2018 Delivery Years, the Office of the 

Interconnection: (i) declares a Maximum Generation Emergency; (ii) 
issues a Maximum Generation Emergency Alert; or (iii) schedules units 
based on the anticipation of a Maximum Generation Emergency or a 
Maximum Generation Emergency Alert for all, or any part, of an 
Operating Day. 

 
(iii) For Capacity Performance Resources, the Office of the Interconnection: (i) 

declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert, Hot Weather Alert, Cold Weather Alert; or 
(iii) schedules units based on the anticipation of a Maximum Generation 
Emergency, Maximum Generation Emergency Alert, Hot Weather Alert 
or Cold Weather Alert for all, or any part, of an Operating Day. 

 
(iv) For Base Capacity Resources, the Office of the Interconnection: (i) 

declares a Maximum Generation Emergency during hot weather 
operations; (ii) issues a Maximum Generation Emergency Alert or Hot 
Weather Alert during hot weather operations; or (iii) schedules units based 
on the anticipation of a Hot Weather Alert, or a Maximum Generation 
Emergency or Maximum Generation Emergency Alert during hot weather 
operations, for all, or any part, of an Operating Day. 

 
(b) For the 2014/2015 through 2017/2018 Delivery Years for Generation Capacity Resources 
other than Capacity Performance Resources, and the 2016/2017 through 2019/2020 Delivery 
Years for Generation Capacity Resources identified and committed in an FRR Capacity Plan, 
parameter limited schedules shall be defined for the following parameters: 
 

(i) Turn Down Ratio; 
 
(ii) Minimum Down Time; 
 
(iii) Minimum Run Time; 
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(iv) Maximum Daily Starts; 
 
(v) Maximum Weekly Starts. 

 
For the 2018/2019 and 2019/2020 Delivery Years for Base Capacity Resources during Hot 
Weather Alerts, Emergency Actions during hot weather operations, and when the unit is offer 
capped to maintain system reliability as a result of limits on transmission capability per Section 
6.4 hereof, and for the 2016/2017 Delivery Year and subsequent Delivery Years for Capacity 
Performance Resources during Hot Weather Alerts, Cold Weather Alerts, Emergency Actions, 
and when the unit is offer capped to maintain system reliability as a result of limits on 
transmission capability per Section 6.4 hereof, the Office of the Interconnection shall determine 
the unit-specific achievable operating parameters for each individual unit on the basis of its 
operating design characteristics and other constraints, recognizing that remedial and ongoing 
investment and maintenance may be required to perform on the basis of those characteristics, for 
the following parameters: 
 
  (i) Turn Down Ratio; 
 
  (ii) Minimum Down Time; 
 
  (iii) Minimum Run Time; 
 
  (iv) Maximum Daily Starts; 
 
  (v) Maximum Weekly Starts; 
 
  (vi) Maximum Run Time; 
 
  (vii) Start-up Time; and 
 
  (viii) Notification Time. 
 
These unit-specific values shall apply for the generating unit unless it is operating pursuant to an 
exception from those values under subsection (h) hereof due to operational limitations that 
prevent the unit from meeting the minimum parameters. Throughout the analysis process, the 
Office of the Interconnection shall consult with the Market Monitoring Unit, and consider any 
input received from the Market Monitoring Unit, in its determination of a unit’s unit-specific 
parameter limited schedule values. 
 
In order to make its determination of the unit-specific parameter limited schedule values for a 
unit, the Office of the Interconnection may request that the Capacity Market Seller provide to it 
and the Market Monitoring Unit certain data and documentation as further detailed in the PJM 
Manuals. Once the Office of the Interconnection has made a determination of the unit-specific 
parameter limited schedule values for a unit, those values will remain applicable to the unit until 
such time as the Office of the Interconnection determines that a change is needed based on 
changed operational capabilities of the unit.  
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A Capacity Market Seller that does not believe its generating unit can meet the unit-specific 
values determined by the Office of the Interconnection due to actual operating constraints, and 
who desires to establish adjusted unit-specific parameters for those units may request adjusted 
unit-specific parameter limitations. Any such request must be submitted to the Office of the 
Interconnection by no later than the February 28 immediately preceding the first Delivery Year 
for which the adjusted unit-specific parameters are requested to commence.  Capacity Market 
Sellers shall supply, for each generating unit, technical information about the operational limits 
to support the requested parameters, as further detailed in the PJM Manuals.  The Office of the 
Interconnection shall consult with the Market Monitoring Unit, and consider any input received 
from the Market Monitoring Unit, in its determination of a unit’s request for adjusted unit-
specific parameter limited schedule values.  After it has completed its evaluation of the request, 
the Office of the Interconnection shall notify the Capacity Market Seller in writing, with a copy 
to the Market Monitoring Unit, whether the request is approved or denied, by no later than April 
15. The effective date of the request, if approved by the Office of the Interconnection, shall be no 
earlier than June 1.   
 
The operational limitations referenced in this section 6.6 shall be (a) physical operational 
limitations based on the operating design characteristics of the unit, or (b) other actual physical 
constraints, including those based on contractual limits, that are not based on the characteristics 
of the unit.   In order for a contractual or other actual constraint to be deemed a physical 
constraint that can be reflected in its unit-specific parameter limits for a Generation Capacity 
Resource, the Capacity Market Seller must demonstrate that contractual or other actual 
constraint is not simply an economic decision but a physical restriction that could not be 
rectified among any commercial alternatives actually available to it. 
 
 
(c) For the 2014/2015 through 2017/2018 Delivery Years, the following table specifies 
default parameter limited schedule values, by technology type, for generating units, no portion of 
which is committed as a Capacity Performance Resource: 
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Parameter Limited Schedule Matrix 

Parameter Minimum 
Down Time 
(Hrs) 

Minimum 
Run Time 
(Hrs) 

Maximum 
Daily Starts 

Maximum 
Weekly Starts 

Turn Down 
Ratio = 
Economic 
Maximum 
MW / 
Economic 
Minimum MW 

Small Frame CT and 
Aero CT Units - Up 
to 29 MW ICAP  

2.0 or Less  2.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium Frame CT 
and Aero CT Units - 
30 MW to 65 MW 
ICAP  

2.0 or Less  3.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium-Large Frame 
CT Units - 65 MW to 
135 MW ICAP  

3.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Large Frame CT 
Units - 135 MW to 
180 MW ICAP  

4.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Combined Cycle 
Units  

4.0 or Less  6.0 or Less  2 or More  11 or More  1.5 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Pre-1985  

7.0 or Less  8.0 or Less  1 or More  7 or More  3.0 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Post-1985  

3.5 or Less  5.5 or Less  2 or More  11 or More  2.0 or More  

      
Sub-Critical Coal 
Units  

9.0 or Less  15.0 or Less  1 or More  5 or More  2.0 or More  

      
Super-Critical Coal 
Units  

84.0  24.0 or Less  1 or More  2 or More  1.5 or More  

 
(d) For the 2014/2015 through 2017/2018 Delivery Years, upon receipt of proposed revised 
parameter limited schedule values from the Market Monitoring Unit, prepared in accordance 
with the procedures for periodic review included in section II.B.1 of Attachment M - Appendix, 
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the Office of the Interconnection shall file to revise the Parameter Limited Schedule Matrix in 
section 6.6(c) above accordingly. In the event that the Office of the Interconnection disagrees 
with the values proposed for revising the matrix, the Office of the Interconnection shall file the 
values that it determines are appropriate. 
 
(e) For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall 
calculate and provide to Market Sellers default values in accordance with section II.B of 
Attachment M - Appendix. The default values set forth in the table in subsection (c) above shall 
apply for the referenced technology types unless a generating unit is operating pursuant to an 
exception from the default values under subsection (h) due to physical operational limitations 
that prevent the unit from meeting the minimum parameters, or any megawatts of the unit are 
committed as a Capacity Performance Resource in which case the unit-specific or adjusted unit-
specific values for the generating unit determined by the Office of the Interconnection shall 
apply to all megawatts of the generating unit offered into the PJM energy markets.  For 
generating units having the ability to operate on multiple fuels, Market Sellers may submit a 
parameter limited schedule associated with each fuel type.  
 
(f) For the 2016/2017 Delivery Year and subsequent Delivery Years, the following 
additional parameter limits shall apply for Capacity Performance Resources, other than Capacity 
Storage Resources, submitted in the Day-ahead Energy Market or rebidding period that occurs 
after the clearing of the Day-ahead Energy Market for the following Operating Day, and for the 
Real-time Energy Market for the same Operating Day, unless the Capacity Market Seller has 
requested for its Capacity Performance Resource, and the Office of the Interconnection has 
granted, an adjusted unit-specific start-up and/or notification time due to actual operating 
constraints pursuant to the process described in subsection (b) above: 
 

(i) The combined start-up and notification times shall not exceed 24 hours, 
except when a Hot Weather Alert or Cold Weather Alert has been issued; 

 
(ii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

combined start-up and notification times shall not exceed 14 hours;  
 
(iii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

notification time shall not exceed one hour; and, 
 
(iv) When a Hot Weather Alert or Cold Weather Alert has been issued, 

parameters shall be based on the actual operational limitations of the 
Capacity Performance Resource for both its market-based schedules and 
cost-based schedules. 

 
Capacity Storage Resources that clear in a Reliability Pricing Model Auction shall, unless the 
Capacity Market Seller has requested for its Capacity Storage Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and notification time, and/or 
minimum down time, due to actual operating constraints pursuant to the process described in 
subsection (b) above: 
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(i) Have combined start-up and notification times that shall not exceed one 
hour; and, 

 
(ii) Have a minimum down time that shall not exceed one hour. 

 
(g) For the 2018/2019 and 2019/2020 Delivery Years, the following additional parameter 
limits for Base Capacity Resources submitted in the Day-ahead Energy Market or rebidding 
period that occurs after the clearing of the Day-ahead Energy Market for the following Operating 
Day, and for the Real-time Energy Market for the same Operating Day, unless the Capacity 
Market Seller has requested for its Base Capacity Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and/or notification time due to 
actual operating constraints pursuant to the process described in subsection (b) above: 
 

(i) Combined start-up and notification times shall not exceed 48 hours;  
 
(ii) When a Hot Weather Alert has been issued, notification time shall not 

exceed one hour; and, 
 
(iii) When a Hot Weather Alert has been issued, parameters shall be based on 

the actual operational limitations of the Base Capacity Resource for both 
its market-based schedules and cost-based schedules. 

 
(h) If a generating unit is or will become unable to achieve the default or unit-specific values 
determined by the Office of the Interconnection due to actual operating constraints affecting the 
unit, the Capacity Market Seller of that unit may submit a written request for an exception to the 
application of those values.  Exceptions to the parameter limited schedule default or unit-specific 
values shall be categorized as either a one-time temporary exception, lasting 30 days or less; a 
period exception, lasting at least 31 days and no more than one year; or a persistent exception, 
lasting for at least one year.   
 

(i) Temporary Exceptions.  A temporary exception shall be deemed accepted 
without prior review by the Market Monitoring Unit or the Office of the 
Interconnection upon submission by the Market Seller of the generating unit of 
written notification to the Market Monitoring Unit and the Office of the 
Interconnection, at least one Business Day prior to the commencement of the 
exception, and shall automatically commence and terminate on the dates specified 
in such notification, which must be for a period of time lasting 30 days or less, 
unless the termination date is extended pending a request for a period exception or 
shortened due to a change in the physical conditions of the unit such that the 
temporary exception is no longer required. Such Market Seller shall provide to the 
Market Monitoring Unit and the Office of the Interconnection within three days 
following the commencement of the temporary exception its documentation 
explaining in detail the reasons for the temporary exception, and shall also 
respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection within three Business Days after such 
request.  Failure to provide a timely response to such request for additional 
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information shall cause the temporary exception to terminate the following day. 
The Market Seller shall notify the Office of the Interconnection and the Market 
Monitoring Unit in writing of an early termination of a temporary exception due 
to changed physical conditions by no later than one Business Day prior to the 
early termination date.  A temporary exception may only be requested one-time 
for the same physical or actual constraint since an operational constraint that may 
occur more than once should be the subject of a period exception request rather 
than multiple temporary exception requests. 

 
In addition, if a Market Seller is unaware of the need for a period exception prior 
to the February 28 deadline for submitting such requests, the Market Seller may 
utilize the temporary exception process and seek to modify that exception 
pursuant to the process described below. 
 
Modification of Temporary Exceptions. If, prior to the scheduled termination date 
the Market Seller determines that the temporary exception must persist for more 
than 30 days and the Market Seller wants to extend the period for which the 
exception applies, or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the February 28 deadline for submitting such requests 
and the Market Seller has submitted a temporary exception request, it must submit 
to the Market Monitoring Unit and the Office of the Interconnection a written 
request to modify the temporary exception to become a period exception or a 
persistent exception, and provide detailed documentation explaining the reasons 
for the requested modification of the temporary exception.  Market Sellers shall 
supply for each generating unit the required historical unit operating data in 
support of the period or persistent exception request, and if the exception 
requested is based on new physical operating limits for the unit for which some or 
all historical operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the unit to support 
the requested parameters.  Such Market Seller shall respond to additional requests 
for information from the Market Monitoring Unit and the Office of the 
Interconnection within three Business Days after such request.  Such request shall 
be reviewed by the Market Monitoring Unit and must be evaluated by the Office 
of the Interconnection using the same standard utilized to evaluate period 
exception and persistent exception requests.  Per Section II.B of Attachment M-
Appendix, the Market Monitoring Unit shall evaluate the modification request 
and provide its determination of whether the request raises market power 
concerns, and, if so, any modifications that would alleviate those concerns, to the 
Market Seller, with a copy to Office of the Interconnection, by no later than 15 
Business Days from the date of the modification request.  The Office of the 
Interconnection shall provide its determination whether the request complies with 
the Tariff and Manuals by no later than 20 Business Days from the date of the 
modification request. A temporary exception shall be extended and shall not 
terminate until the date on which the Office of the Interconnection issues its 
determination of the modification request.  
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(ii) Period Exceptions and Persistent Exceptions. Market Sellers must submit 
period exception and persistent exception requests to the Market Monitoring Unit 
and the Office of the Interconnection by no later than the February 28 
immediately preceding the twelve month period from June 1 to May 31 during 
which the exception is requested to commence.  Market Sellers shall supply for 
each generating unit the required historical unit operating data in support of the 
period exception or persistent exception request, and if the exception requested is 
based on new physical operational limits for the unit for which some or all 
historical operating data is unavailable, the generating unit may also submit 
technical information about the physical operational limits for exceptions of the 
unit to support the requested parameters.  The Market Monitoring Unit shall 
evaluate such request in accordance with the process set forth in Section II.B of 
Attachment M - Appendix.  A Market Seller (i) must submit a parameter limited 
schedule value consistent with an agreement with the Market Monitoring Unit 
under such process or (ii) if it has not agreed with the Market Monitoring Unit on  
the parameter limited schedule value, may submit its own value to the Office of 
the Interconnection and to the Market Monitoring Unit, by no later than April 8.  
Each exception request must indicate the expected duration of the requested 
exception including the termination date thereof.  The proposed parameter limited 
schedule value submitted by the Market Seller is subject to approval of the Office 
of the Interconnection pursuant to the requirements of the Tariff and the PJM 
Manuals.  The Office of the Interconnection may engage the services of a 
consultant with technical expertise to evaluate the exception request.  After it has 
completed its evaluation of the exception request, the Office of the 
Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, whether the exception request is approved or denied, by 
no later than April 15. The effective date of the exception, if approved by the 
Office of the Interconnection, shall be no earlier than June 1 of the applicable 
Delivery Year.  The Office of the Interconnection’s determination for an 
exception shall continue for the period requested and, if requested, for such longer 
period as the Office of the Interconnection may determine is supported by the 
data.   

 
The Market Seller shall provide written notification to the Market Monitoring 
Unit and the Office of the Interconnection of a material change to the facts relied 
upon by the Market Monitoring Unit and/or the Office of the Interconnection in 
their evaluations of the Market Seller’s request for a period or persistent 
exception.  The Market Monitoring Unit shall provide written notification to the 
Office of the Interconnection and the Market Seller of any change to its 
determination regarding the exception request, based on the material change in 
facts, by no later than 15 Business Days after receipt of such notice. The Office of 
the Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, of any change to its determination regarding the 
exception request, based on the material change in facts, by no later than 20 
Business Days after receipt of the Market Seller’s notice. If the Office of the 
Interconnection determines that the exception no longer complies with the Tariff 
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or Manuals, the following parameter values shall apply to all megawatts of the 
generating unit offered into the PJM energy markets: 

 
(1) for generating units for which no megawatts of the unit are commited as 

Capacity Performance Resources the default values specified in the Parameter Limited 
Schedule Matrix shall apply for the 2016/2017 through 2017/2018 Delivery years,  

 
(2) for generating units for which any megawatts of the unit are committed as 

a Base Capacity Resource and no megawatts are committed as a Capacity Performance 
Resource, and for which no adjusted unit-specific values have been approved by PJM, the 
Base Capacity Resource unit-specific values determined by PJM shall apply for the 
2018/2019 and 2019/2020 Delivery Years, 
 

(3) for generating units for which any megawatts of the unit are committed as 
a Capacity Performance Resource, but for which no adjusted unit-specific values have 
been approved by PJM, the Capacity Performance Resource unit-specific values 
determined by PJM shall apply for the 2016/2017 Delivery Year and subsequent Delivery 
Years,  
 

(4) for generating units for which any megawatts of the unit are committed as 
a Base Capacity Resource and no megawatts are committed as a Capacity Performance 
Resource, and for which adjusted unit-specific values have been approved by PJM, the 
Base Capacity Resource adjusted unit-specific values shall apply for the 2018/2019 and 
2019/2020 Delivery Years, and  
 

(5) for generating units for which any megawatts of the unit are committed as 
a Capacity Performance Resource and for which adjusted unit-specific values have been 
approved by PJM, the Capacity Performance Resource adjusted unit-specific values shall 
apply for the 2016/2017 Delivery Year and subsequent Delivery Years. 

 
(i) Notwithstanding the foregoing, the provisions of this Section 6.6 shall only pertain to the 
Offer Data a Market Seller must submit to the Office of the Interconnection for its offers into the 
Day-ahead Energy Market, rebidding period that occurs after the clearing of the Day-ahead 
Energy Market and Real-time Energy Market, and do not affect or change in any way a 
Generation Owner’s obligation under NERC Reliability Standards to notify the Office of the 
Interconnection of its actual or expected actual physical operating conditions during the 
Operating Day.  
 
(j) Notwithstanding anything contrary herein, the unit-specific parameters, adjusted unit-
specific parameters or exception to parameter limited schedule values determined by the Office 
of the Interconnection for a generating unit shall be applicable to that generating unit regardless 
whether there is a change in the owner, operator or Market Seller of the unit because the 
parameter limited schedule values for the unit are determined based on the physical limitations of 
the unit, which should not change merely based on a change in owners, operator or Market 
Seller. Because parameter limited schedule values attach to the generating unit and are not 
owned by a Market Seller of the unit, when there are multiple owners or Market Sellers for a 
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generating unit, all owners and Market Sellers shall be bound by the unit-specific parameters, 
adjusted unit-specific parameters or exception to parameter limited schedule values determined 
by the Office of the Interconnection for the unit. 
 
(k) The provisions of this section 6.6 only apply to Generation Capacity Resources, 
and not to Energy Resources.
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7.1 Auctions of Financial Transmission Rights. 
 
Annual, periodic and long-term auctions to allow Market Participants to acquire or sell Financial 
Transmission Rights shall be conducted by the Office of the Interconnection in accordance with 
the provisions of this Section.  PJMSettlement shall be the Counterparty to the purchases and 
sales of Financial Transmission Rights arising from such auctions; provided however, that 
PJMSettlement shall not be a contracting party to any subsequent bilateral transfer of Financial 
Transmission Rights between Market Participants.  The conversion of an Auction Revenue Right 
to a Financial Transmission Right pursuant to this section 7 shall not constitute a purchase or sale 
transaction to which PJMSettlement is a contracting party. 
 
7.1.1 Auction Period and Scope of Auctions. 
 
(a) The periods covered by auctions shall be:  (1) the one-year period beginning the month 
after the final round of an annual auction; (2) any single calendar month period remaining in the 
Planning Period that is within the three, or less, month period immediately following the month 
that the monthly auction is conducted; (3) any Planning Period Quarter remaining in the Planning 
Period following the month that the monthly auction is conducted; and (4) the Planning Period 
Balance. In addition to the period defined in (2) of this subsection, only one of the periods 
defined in (3) or (4) of this subsection will be included in the monthly auction clearing until the 
Office of the Interconnection determines that both of the periods defined in (3) and (4) can be 
solved simultaneously in the same monthly auction process within the timeframe specified in 
Section 7.3.7. With the exception of FTRs allocated pursuant to Section 5.2.2 (e) of this 
Schedule and the Financial Transmission Rights awarded as a result of the exercise of the 
conversion option pursuant to Section 7.1.1(b) of this Schedule, in the annual auction, the Office 
of the Interconnection, on behalf of PJMSettlement, shall offer for sale the entire Financial 
Transmission Rights capability for the year in four rounds with 25 percent of the capability 
offered in each round.  In the monthly auction, the Office of the Interconnection, on behalf of 
PJMSettlement, shall offer for sale in the auction any remaining Financial Transmission Rights 
capability for the months remaining in the Planning Period after taking into account all of the 
Financial Transmission Rights already outstanding at the time of the auction.  In addition, any 
holder of a Financial Transmission Right for the period covered by an auction may offer such 
Financial Transmission Right for sale in such auction.  On-Peak, off-peak and 24-hour FTRs will 
be offered in the annual and monthly auctions.  FTRs will be offered as Financial Transmission 
Right Obligations and Financial Transmission Right Options, provided that such Financial 
Transmission Right Obligations and Financial Transmission Right Options shall be awarded 
based only on the residual system capability that remains after the allocation of Financial 
Transmission Rights pursuant to Section 5.2.2(e) and the award of Financial Transmission Rights 
pursuant to Section 7.1.1(b) of this Schedule.  Market Participants may bid for and acquire any 
number of Financial Transmission Rights, provided that all Financial Transmission Rights 
awarded are simultaneously feasible with each other and with all Financial Transmission Rights 
outstanding at the time of the auction and not sold into the auction.  An ARR holder may self-
schedule an FTR on the same path in the Annual FTR auction according to the rules described in 
the PJM Manuals. 
 



 

Page 675 

(b) An Auction Revenue Rights holder may convert Auction Revenue Rights to Financial 
Transmission Rights, and such conversion shall not be considered a purchase or sale of Financial 
Transmission Rights in the auction. Such Financial Transmission Rights must (i) have the same 
source and sink points as the Auction Revenue Rights; (ii) be a 24-hour product; and (iii) be 
Financial Transmission Right Obligations.  The Auction Revenue Rights holder must inform the 
Office of the Interconnection in accordance with the procedures established by the Office of the 
Interconnection that it intends to exercise the conversion option prior to close of round one of the 
annual Financial Transmission Rights auction.  Once the conversion option is exercised, it will 
remain in effect for the entire Financial Transmission Rights auction.  The Office of the 
Interconnection will designate twenty-five percent of the megawatt amount of the Auction 
Revenue Rights to be converted as price-taker bids in each of the four rounds of the Financial 
Transmission Rights auction.  An Auction Revenue Rights holder that converts its Auction 
Revenue Rights may not designate a price bid for its converted Financial Transmission Rights 
and will receive a price equal to the clearing price set by other bids in the annual Financial 
Transmission Right auction.  To the extent a market participant seeks to obtain FTRs in the 
annual auction through such conversion, the FTRs sought will not be included in the calculation 
of such market participant’s credit requirement for such annual FTR auction. 
 
7.1.2 Frequency and Time of Auctions. 
 
Subject to Section 7.1.1 of this Schedule, annual Financial Transmission Rights auctions shall 
offer the entire FTR capability of the PJM system in four rounds with 25 percent of the 
capability offered in each round.  All four rounds of the annual Financial Transmission Rights 
auction shall occur within the two-month period (April – May) preceding the start of the PJM 
Planning Period.  Each round shall occur over five Business Days and shall be conducted 
sequentially. Each round shall begin with the bid and offer period.  The bid and offer period for 
annual Financial Transmission Rights auctions shall be open for three consecutive Business 
Days, opening the first day at 12:00 midnight (Eastern Prevailing Time) and closing the third day 
at 5:00 p.m. (Eastern Prevailing Time).  Monthly Financial Transmission Rights auctions shall be 
held each month.  The bid and offer period for monthly Financial Transmission Rights auctions 
shall be open for three consecutive Business Days in the month preceding the first month for 
which Financial Transmission Rights are being auctioned, opening the first day at 12:00 
midnight (Eastern Prevailing Time) and closing the third day at 5:00 p.m. (Eastern Prevailing 
Time). 
 
7.1.3  Duration of Financial Transmission Rights. 
 
Each Financial Transmission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transmission Congestion Charges for the period that was specified 
in the corresponding auction. 
 
Each Financial Transmission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transmission Congestion Charges for the period that was specified 
in the corresponding auction.   
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7.1A Long-Term Financial Transmission Rights Auctions. 
 
7.1A.1 Auctions. 
 
(i) Subsequent to each annual Financial Transmission Rights auction conducted pursuant to 
Section 7.1 of Schedule 1 of this Agreement, the Office of the Interconnection shall conduct a 
long-term Financial Transmission Rights auction for the three consecutive Planning Periods 
immediately subsequent to the Planning Period during which the long-term Financial 
Transmission Rights auction is conducted.  PJMSettlement shall be the Counterparty to the 
purchases and sales of Financial Transmission Rights arising from such long-term FTR auctions, 
provided however, that PJMSettlement shall not be a contracting party to any subsequent 
bilateral transfers of Financial Transmission Rights between Market Participants.  The 
conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party.   
 
(ii) The capacity offered for sale in long-term Financial Transmission Rights auctions shall 
be the residual system capability after the Annual Auction Revenue Rights allocations and the 
annual Financial Transmission Rights auction.  In determining the residual capability the Office 
of the Interconnection shall assume that all Auction Revenue Rights allocated in the immediately 
prior annual Auction Revenue Rights allocation process are self-scheduled into Financial 
Transmission Rights, which shall be modeled as fixed injections and withdrawals in the long-
term Financial Transmission Rights auction. 
 
7.1A.2 Frequency and Timing. 
 
The long-term Financial Transmission Rights auction process shall consist of three rounds.  The 
first round shall be conducted by the Office of the Interconnection approximately 11 months 
prior to the start of the three Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction.  The second round shall be conducted approximately 3 months 
after the first round, and the third round shall be conducted approximately 3 months after the 
second round.  In each round 1/3 of total capacity available in the long-term Financial 
Transmission Rights auction shall be offered for sale.  Eligible entities may submit bids to 
purchase and offers to sell Financial Transmission Rights at the start of the bidding period in 
each round. The bidding period shall be three Business Days ending at 5:00 p.m. on the last day.  
PJM performs the Financial Transmission Rights auction clearing analysis for each round and 
posts the auction results on the market user interface within five Business Days after the close of 
the bidding period for each round unless circumstances beyond PJM’s control prevent PJM from 
meeting the applicable deadline.  Under such circumstances, PJM will post the auction results at 
the earliest possible opportunity.  If the Office of the Interconnection discovers an error in the 
results posted for a long-term Financial Transmission Rights auction, the Office of the 
Interconnection shall notify Market Participants of the error as soon as possible after it is found, 
but in no event later than 5:00 p.m. of the Business Day immediately following the initial 
publication of the results for that auction.  After this initial notification, if the Office of the 
Interconnection determines it is necessary to post modified auction results, it shall provide 
notification of its intent to do so, together with all available supporting documentation, by no 
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later than 5:00 p.m. of the second Business Day following the initial publication of prices for that 
auction. Thereafter, the Office of the Interconnection must post the corrected prices by no later 
than 5:00 p.m. of the fourth calendar day following the initial publication of prices in the auction. 
Should any of the above deadlines pass without the associated action on the part of the Office of 
the Interconnection, the originally posted results will be considered final. Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced auction results are under 
publicly noticed review by the FERC. 
 
7.1A.3 Products. 
 
(i) The periods covered by long-term Financial Transmission Rights auctions shall be:  (1) 
any single Planning Period within the three Planning Period term covered by the relevant 
auction; and (2) the three Planning Period term covered by the relevant auction.   
 
(ii) On-Peak, off-peak and 24-hour Financial Transmission Right Obligations, shall be 
offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 
options shall not be offered.   
 
7.1A.4 Participation Eligibility. 
 
(i) To participate in long-term Financial Transmission Rights auctions an entity shall be a 
PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers in 
long-term Financial Transmission Rights auctions, provided they own Financial Transmission 
Rights offered for sale.  
 
7.1A.5 Specified Receipt and Delivery Points. 
 
The Office of the Interconnection will post a list of available receipt and delivery points for each 
long-term Financial Transmission Rights Auction.   Eligible receipt and delivery points in long-
term Financial Transmission Rights Auctions shall be limited to the posted available hubs, 
Zones, aggregates, generators, and Interface Pricing Points. 
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7.3 Auction Procedures. 
 
7.3.1 Role of the Office of the Interconnection. 
 
Financial Transmission Rights auctions shall be conducted by the Office of the Interconnection 
in accordance with standards and procedures set forth in the PJM Manuals, such standards and 
procedures to be consistent with the requirements of this Schedule.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising from such 
auctions, provided however, that PJMSettlement shall not be a contracting party to any 
subsequent bilateral transfers of Financial Transmission Rights between Market Participants.  
The conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party.  Financial Transmission Rights auctions conducted to liquidate a defaulting 
Members’ Financial Transmission Rights portfolio shall be conducted by the Office of the 
Interconnection in accordance with the procedures set forth in the Section 7.3.9 herein and with 
the standards and procedures set forth in the PJM Manuals. 
 
7.3.2 Notice of Offer. 
 
A holder of a Financial Transmission Right wishing to offer the Financial Transmission Right for 
sale shall notify the Office of the Interconnection of any Financial Transmission Rights to be 
offered.  Each Financial Transmission Right sold in an auction shall, at the end of the period for 
which the Financial Transmission Rights were auctioned, revert to the offering holder or the 
entity to which the offering holder has transferred such Financial Transmission Right, subject to 
the term of the Financial Transmission Right itself and to the right of such holder or transferee to 
offer the Financial Transmission Right in the next or any subsequent auction during the term of 
the Financial Transmission Right. 
 
7.3.3 Pending Applications for Firm Service. 
 
(a) [Reserved.] 
 
(b) Financial Transmission Rights may be assigned to entities requesting Network 
Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 5.2.2 (e), 
only if such Financial Transmission Rights are simultaneously feasible with all outstanding 
Financial Transmission Rights, including Financial Transmission Rights effective for the then-
current auction period.  If an assignment of Financial Transmission Rights pursuant to a pending 
application for Network Transmission Service or Firm Point-to-Point Transmission Service 
cannot be completed prior to an auction, Financial Transmission Rights attributable to such 
transmission service shall not be assigned for the then-current auction period.  If a Financial 
Transmission Right cannot be assigned for this reason, the applicant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
of the next auction period. 
 
7.3.4 On-Peak, Off-Peak and 24-Hour Periods. 
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On-peak, off-peak and 24-hour FTRs will be offered in the annual and monthly auction. On-Peak 
Financial Transmission Rights shall cover the periods from 7:00 a.m. up to the hour ending at 
11:00 p.m. on Mondays through Fridays, except holidays as defined in the PJM Manuals.  Off-
Peak Financial Transmission Rights shall cover the periods from 11:00 p.m. up to the hour 
ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, Sundays, and holidays 
as defined in the PJM Manuals.  The 24-hour period shall cover the period from hour ending 
1:00 a.m. to the hour ending 12:00 midnight on all days.  Each bid shall specify whether it is for 
an on-peak, off-peak, or 24-hour period. 
 
7.3.5 Offers and Bids. 
 
(a) Offers to sell and bids to purchase Financial Transmission Rights shall be submitted 
during the period set forth in Section 7.1.2, and shall be in the form specified by the Office of the 
Interconnection in accordance with the requirements set forth below. 
 
(b) Offers to sell shall identify the specific Financial Transmission Right, by term, megawatt 
quantity and receipt and delivery points, offered for sale.  An offer to sell a specified megawatt 
quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of Financial 
Transmission Rights equal to or less than the specified quantity.  An offer to sell may  not 
specify a minimum quantity being offered.  Each offer may specify a reservation price, below 
which the offeror does not wish to sell the Financial Transmission Right.  Offers submitted by 
entities holding rights to Financial Transmission Rights shall be subject to such reasonable 
standards for the verification of the rights of the offeror as may be established by the Office of 
the Interconnection.  Offers shall be subject to such reasonable standards for the creditworthiness 
of the offer or for the posting of security for performance as the Office of the Interconnection 
shall establish. 
 
(c) Bids to purchase shall specify the term, megawatt quantity, price per megawatt, and 
receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase.  A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity.  A bid to purchase may not specify a minimum quantity that the 
bidder wishes to purchase.  A bid may specify receipt and delivery points in accordance with 
Section 7.2.2 and may include Financial Transmission Rights for which the associated 
Transmission Congestion Credits may have negative values.  Bids shall be subject to such 
reasonable standards for the creditworthiness of the bidder or for the posting of security for 
performance as the Office of the Interconnection shall establish. 
 
(d) Bids and offers shall be specified to the nearest tenth of a megawatt and shall be greater 
than zero.  The Office of the Interconnection may require that a market participant shall not 
submit in excess of 5000 bids and offers for any single monthly auction, or for any single round 
of the annual auction, when the Office of the Interconnection determines that such limit is 
required to avoid or mitigate significant system performance problems related to bid/offer 
volume.  Notice of the need to impose such limit shall be provided prior to the start of the 
bidding period if possible.  Where such notice is provided after the start of the bidding period, 



 

Page 680 

market participants shall be required within one day to reduce their bids and offers for such 
auction below 5000, and the bidding period in such cases shall be extended by one day.  
 
7.3.6 Determination of Winning Bids and Clearing Price. 
 
(a) At the close of each bidding period, the Office of the Interconnection will create a base 
Financial Transmission Rights power flow model that includes all outstanding Financial 
Transmission Rights that have been approved and confirmed for any portion of the month for 
which the auction was conducted and that were not offered for sale in the auction.  The base 
Financial Transmission Rights model also will include estimated uncompensated parallel flows 
into each interface point of the PJM Region and estimated scheduled transmission outages. 
 
(b) In accordance with the requirements of Section 7.5  of this Schedule and subject to all 
applicable transmission constraints and reliability requirements, the Office of the Interconnection 
shall determine the simultaneous feasibility of all outstanding Financial Transmission Rights not 
offered for sale in the auction and of all Financial Transmission Rights that could be awarded in 
the auction for which bids were submitted.  The winning bids shall be determined from an 
appropriate linear programming model that, while respecting transmission constraints and the 
maximum MW quantities of the bids and offers, selects the set of simultaneously feasible 
Financial Transmission Rights with the highest net total auction value as determined by the bids 
of buyers and taking into account the reservation prices of the sellers.  In the event that there are 
two or more identical bids for the selected Financial Transmission Rights and there are 
insufficient Financial Transmission Rights to accommodate all of the identical bids, then each 
such bidder will receive a pro rata share of the Financial Transmission Rights that can be 
awarded. 
 
(c) Financial Transmission Rights shall be sold at the market-clearing price for Financial 
Transmission Rights between specified pairs of receipt and delivery points, as determined by the 
bid value of the marginal Financial Transmission Right that could not be awarded because it 
would not be simultaneously feasible.  The linear programming model shall determine the 
clearing prices of all Financial Transmission Rights paths based on the bid value of the marginal 
Financial Transmission Rights, which are those Financial Transmission Rights with the highest 
bid values that could not be awarded fully because they were not simultaneously feasible, and 
based on the flow sensitivities of each Financial Transmission Rights path relative to the 
marginal Financial Transmission Rights paths flow sensitivities on the binding transmission 
constraints.  Financial Transmission Rights with a zero clearing price will only be awarded if 
there is a minimum of one binding constraint in the auction period for which the Financial 
Transmission Rights path sensitivity is non-zero. 
 
7.3.7 Announcement of Winners and Prices. 
 
Within two (2) Business Days after the close of the bid and offer period for an annual Financial 
Transmission Rights auction round, and within five (5) Business Days after the close of the bid 
and offer period for a monthly Financial Transmission Rights auction, the Office of the 
Interconnection shall post the winning bidders, the megawatt quantity, the term and the receipt 
and delivery points for each Financial Transmission Right awarded in the auction and the price at 
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which each Financial Transmission Right was awarded unless circumstances beyond PJM’s 
control prevent PJM from meeting the applicable deadline.  Under such circumstances, PJM will 
post the auction results at the earliest possible opportunity.  The Office of the Interconnection 
shall not disclose the price specified in any bid to purchase or the reservation price specified in 
any offer to sell.  If the Office of the Interconnection discovers an error in the results posted for a 
Financial Transmission Rights auction (or a given round of the annual Financial Transmission 
Rights auction), the Office of the Interconnection shall notify Market Participants of the error as 
soon as possible after it is found, but in no event later than 5:00 p.m. of the Business Day 
following the initial publication of the results of the auction or round of the annual auction.  
After this initial notification, if the Office of the Interconnection determines that it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the second Business Day following the 
initial publication of the results of that auction or round of the annual auction.  Thereafter, the 
Office of the Interconnection must post any corrected results by no later than 5:00 p.m. of the 
fourth calendar day following the initial publication of the results of the auction or round of the 
annual auction. Should any of the above deadlines pass without the associated action on the part 
of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC. 
 
7.3.8 Auction Settlements. 
 
All buyers and sellers of Financial Transmission Rights between the same points of receipt and 
delivery shall pay PJMSettlement or be paid by PJMSettlement the market-clearing price, as 
determined in the auction, for such Financial Transmission Rights. 
 
7.3.9 Liquidation of Financial Transmission Rights in the Event of Member Default. 
 
In the event a Member fails to meet creditworthiness requirements or make timely payments 
when due pursuant to the PJM Operating Agreement or PJM Tariff, the Office of the 
Interconnection shall, as soon as practicable after such default is declared, initiate the following 
procedures to close out and liquidate the Financial Transmission Rights of a Member: 
 
a) The Office of the Interconnection shall close out the defaulting Member’s positions as of 
the date of its default, by unilaterally accelerating and terminating all forward Financial 
Transmission Rights positions. 
 
b) The Office of the Interconnection shall post on its website all salient information relating 
to the closed out portfolio of Financial Transmission Rights. 
 
c) All current planning period Financial Transmission Right positions within the defaulting 
Members’ Financial Transmission Right portfolio will be offered for sale in the next available 
monthly balance of planning period Financial Transmission Rights auction at an offer price 
designed to maximize the likelihood of liquidation of those positions.   
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d) Financial Transmission Rights positions that do not settle until the next or subsequent 
planning period will be offered into the next available Financial Transmission Rights auction 
(taking into account timing constraints and the need for an orderly liquidation) where, based on 
the Office of Interconnection’s commercially reasonable expectation, such positions would be 
expected to clear.  In the event that the next scheduled Financial Transmission Rights 
auction is more than two (2) months subsequent to the date that the Office of the Interconnection 
declares a Member in default, a specially scheduled Financial Transmission Rights auction may 
be conducted by the Office of the Interconnection.  The entire portfolio of the defaulting 
Member’s Financial Transmission Rights will be offered for sale at an offer price designed to 
maximize the likelihood of liquidation of those positions. 
 
e) The Financial Transmission Right positions comprising the defaulting Member’s 
portfolio that are liquidated in a Financial Transmission Rights auction should avoid setting the 
price in the auction at the bid prices with which they were initially submitted.  In the event that 
any of the closed out Financial Transmission Rights would set market based on the auction’s 
preliminary solution, then only one-half of each Financial Transmission Rights position will be 
offered for sale and the auction will be re-executed.  In the event that any Financial Transmission 
Rights position that has been closed out once again sets price, then all Financial Transmission 
Rights scheduled to be liquidated will be removed from the affected auction and the auction will 
be re-executed excluding the closed out Financial Transmission Right positions.  Financial 
Transmission Right positions that are not liquidated will then be offered in the next available 
auction or specially scheduled auction, as appropriate.   
 
f) The liquidation of the defaulting Members’ Financial Transmission Rights portfolio 
pursuant to the foregoing procedures shall result in a final liquidated settlement amount.  The 
final liquidated settlement amount will be included in calculating a Default Allocation 
Assessment as described in Section 15.1.2A(I) of the PJM Operating Agreement.  If the Office of 
the Interconnection is unable to close out and liquidate a Financial Transmission Rights position 
under the foregoing procedures, the close out shall be deemed void and the defaulting Member 
shall remain liable for the full final value of its default, such full final value being realized at the 
normal time for performance of the Financial Transmission Rights position.      
 
In all other respects, Financial Transmission Rights terminated pursuant to this section shall be 
liquidated pursuant to the appropriate provisions and procedures set forth in the PJM Manuals. 
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7.4 Allocation of Auction Revenues. 
 
7.4.1 Eligibility. 
 
(a) Annual auction revenues, net of payments to entities selling Financial Transmission 
Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 
proportion to, but not more than, the Target Allocation of Auction Revenue Rights Credits for 
the holder. 
 
(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 
of the applicable Annual Financial Transmission Rights auction. 
 
(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 
entities selling Financial Transmission Rights into the auction, shall be allocated according to the 
following priority schedule: 
 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 
section 7.4.4 of Schedule 1 of this Agreement.  If there are excess revenues 
remaining after a distribution made pursuant to this subsection, such revenues 
shall be distributed in accordance with subsection (c)(ii) of this section; 
 
(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 
more than their Target Allocation as determined pursuant to section 7.4.3(b) of 
Schedule 1 of this Agreement.  If there are excess revenues remaining after a 
distribution made pursuant to this subsection, such revenues shall be distributed in 
accordance with subsection (c)(iii) of this section; 
 
(iii) To FTR Holders in accordance with section 5.2.6 of Schedule 1 of this 
Agreement. 

 
(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 
Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 
FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 
distributed equally across each Planning Period in the effective term of the FTR.  Long-term 
FTR auction revenue distributions within a Planning Period shall be in accordance with the 
following provisions: 
 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 
Rights holders in the effective Planning Period for the FTR.  The distribution shall 
be in proportion to the economic value of the ARRs when compared to the annual 
FTR auction clearing prices from each round proportionately.  The distribution 
shall not exceed, when added to the distribution of revenues from the prompt-year 
annual FTR auction itself, the economic value of the ARRs when compared to the 
annual FTR auction clearing prices from each round proportionately.   
 



 

Page 684 

(ii) Long-term FTR auction revenues remaining after distributions made 
pursuant to Section 7.4.1(d)(ii) of Schedule 1 of this Agreement shall be 
distributed pursuant to Section 5.2.6 of Schedule 1 of this Agreement.  

 
7.4.2 Auction Revenue Rights. 
 
(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 
Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  
Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 
Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 
Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 
and 7.5 hereof and the PJM Manuals.  
 
With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 
discovers an error in the allocation, the Office of the Interconnection shall notify Market 
Participants of the error as soon as possible after it is found, but in no event later than 5:00 p.m. 
of the Business Day following the initial publication of allocation results.  After this initial 
notification, if the Office of the Interconnection determines that it is necessary to post modified 
allocation results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the second Business Day following the 
publication of the initial allocation.  Thereafter, the Office of the Interconnection must post any 
corrected allocation results by no later than 5:00 p.m. of the fourth calendar day following the 
initial publication. Should any of the above deadlines pass without the associated action on the 
part of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
allocation is under publicly noticed review by the FERC. 
 
(b) In stage 1A of the allocation process, each Network Service User may request Auction 
Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 
immediately ensuing PJM Planning Period from a subset of the historical generation resources 
that were designated to be delivered to load based on the historical reference year for the Zone, 
and each Qualifying Transmission Customer (as defined in subsection (f) of this section) may 
request Auction Revenue Rights based on the megawatts of firm service provided between the 
receipt and delivery points as to which the Transmission Customer had Point-to-Point 
Transmission Service during the historical reference year.  The historical reference year for all 
Zones shall be 1998, except that the historical reference year shall be:  2002 for the Allegheny 
Power and Rockland Electric Zones; 2004 for the AEP East, The Dayton Power & Light 
Company and Commonwealth Edison Company Zones; 2005 for the Virginia Electric and Power 
Company and Duquesne Light Company Zones; 2011 for the ATSI Zone; 2012 for the DEOK 
Zone; 2013 for the EKPC Zone; and the Office of the Interconnection shall specify a historical 
reference year for a new PJM zone corresponding to the year that the zone is integrated into the 
PJM Interchange Energy Market.  For stage 1, the Office of the Interconnection shall determine a 
set of eligible historical generation resources for each Zone based on the historical reference year 
and assign a pro rata amount of megawatt capability from each historical generation resource to 
each Network Service User in the Zone based on its proportion of peak load in the Zone.  
Auction Revenue Rights shall be allocated to each Network Service User in a Zone from each 
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historical generation resource in a number of megawatts equal to or less than the amount of the 
historical generation resource that has been assigned to the Network Service User.  Prior to the 
2015/2016 Planning Period, each Auction Revenue Right allocated to a Network Service User 
shall be to the Energy Settlement Area of such Network Service User as described in Section 
31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning Period, each Auction 
Revenue Right allocated to a Network Service User shall be to the Energy Settlement Area of 
such Network Service User as described in Section 31.7 of Part III of the Tariff, unless the 
Network Service User’s Energy Settlement Area represents the Residual Metered Load of an 
electric distribution company’s fully metered franchise area(s) or service territory(ies) and the 
Network Service User elects to have its Auction Revenue Rights allocated at the aggregate load 
buses in a Zone.  In stage 1A of the allocation process, the sum of each Network Service User’s 
allocated Auction Revenue Rights for a Zone must be equal to or less than the Network Service 
User’s pro-rata share of the Zonal Base Load for that Zone.  Each Network Service User’s pro-
rata share of the Zonal Base Load shall be based on its proportion of peak load in the Zone. The 
sum of each Network Service User’s Auction Revenue Rights for Non-Zone Network Load must 
be equal to or less than fifty percent (50%) of the Network Service User’s transmission 
responsibility for Non-Zone Network Load as determined under Section 34.1 of the Tariff.  The 
sum of each Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or 
less than fifty percent (50%) of the megawatts of firm service provided between the receipt and 
delivery points as to which the Transmission Customer had Point-to-Point Transmission Service 
during the historical reference year.  If stage 1A Auction Revenue Rights are adversely affected 
by any new or revised statute, regulation or rule issued by an entity with jurisdiction over the 
Office of the Interconnection, the Office of the Interconnection shall, to the greatest extent 
practicable, and consistent with any such statute, regulation or rule change, preserve the priority 
of the stage 1A Auction Revenue Rights for a minimum period covering the ten (10) consecutive 
PJM Planning Periods (“Stage 1A Transition Period”) immediately following the implementation 
of any such changes, provided that the terms of all stage 1A Auction Revenue Rights in effect at 
the time the Office of the Interconnection implements the Stage 1A Transition Period shall be 
reduced by one PJM Planning Period during each annual stage 1A Auction Revenue Rights 
allocation performed during the Stage 1A Transition Period so that all stage 1A Auction Revenue 
Rights that were effective at the start of the Stage 1A Transition Period expire at the end of that 
period. 
 
(c) In stage 1B of the allocation process each Network Service User may request Auction 
Revenue Rights from the subset of the historical generation resources determined pursuant to 
Section 7.4.2(b) that were not allocated in stage 1A of the allocation process, and each 
Qualifying Transmission Customer may request Auction Revenue Rights based on the 
megawatts of firm service determined pursuant to Section 7.4.2(b) that were not allocated in 
stage 1A of the allocation process. In stage 1B of the allocation process, the sum of each 
Network Service User’s allocation Auction Revenue Rights request for a Zone must be equal to 
or less than the difference between the Network Service User’s peak load for that Zone as 
determined pursuant to Section 34.1 of the Tariff and the sum of its Auction Revenue Rights 
Allocation from stage 1A of the allocation process for that Zone.  The sum of each Network 
Service User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less 
than the difference between one hundred percent (100%) of the Network Service User’s 
transmission responsibility for Non-Zone Network Load as determined pursuant to Section 
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7.4.2(b) and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 
process for that Zone.  The sum of each Qualifying Transmission Customer’s Auction Revenue 
Rights must be equal to or less than the difference between one hundred percent (100%) of the 
megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 
Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 
 
(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 
iterative allocation process that consists of three rounds with up to one third of the remaining 
system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 
process will be conducted sequentially with Network Service Users and Transmission Customers 
being given the opportunity to view results of each allocation round prior to submission of 
Auction Revenue Right requests into the subsequent round.  In each round, each Network 
Service User shall designate a subset of buses from which Auction Revenue Rights will be 
sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 
external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 
Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 
Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 
described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 
Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 
Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 
User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 
company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 
elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 
each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 
for each Zone must be equal to or less than one third of the difference between the Network 
Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 
its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 
Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 
 
(e) On a daily basis within the annual Financial Transmission Rights auction period, a 
proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 
reallocated as Network Load changes from one Network Service User to another within that 
Zone. 
 
(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-
Term Firm Point-to-Point Transmission Service used to deliver energy from a designated 
Network Resource located either outside or within the PJM Region to load located either outside 
or within the PJM Region, and that was confirmed and in effect during the historical reference 
year for the Zone in which the resource is located.  Such an agreement shall allow the Qualifying 
Transmission Customer to participate in the first stage of the allocation, but only if such 
agreement has remained in effect continuously following the historical reference year and is to 
continue in effect for the period addressed by the allocation, either by its term or by renewal or 
rollover.  The megawatts of Auction Revenue Rights the Qualifying Transmission Customer may 
request in the first stage of the allocation may not exceed the lesser of: (i) the megawatts of firm 
service between the designated Network Resource and the load delivery point (or applicable 
point at the border of the PJM Region for load located outside such region) under contract during 
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the historical reference year; and (ii) the megawatts of firm service presently under contract 
between such historical reference year receipt and delivery points.  A Qualifying Transmission 
Customer may request Auction Revenue Rights in either or both of stage 1 or 2 of the allocation 
without regard to whether such customer is subject to a charge for Firm Point-to-Point 
Transmission Service under Section 1 of Schedule 7 of the PJM Tariff (“Base Transmission 
Charge”).  A Transmission Customer that is not a Qualifying Transmission Customer may 
request Auction Revenue Rights in stage 2 of the allocation process, but only if it is subject to a 
Base Transmission Charge.  The Auction Revenue Rights that such a Transmission Customer 
may request in each round of stage 2 of the allocation process must be equal to or less than one 
third of the number of megawatts equal to the megawatts of firm service being provided between 
the receipt and delivery points as to which the Transmission Customer currently has Firm Point-
to-Point Transmission Service.  The source point of the Auction Revenue Rights must be the 
designated source point that is specified in the Transmission Service request and the sink point of 
the Auction Revenue Rights must be the designated sink point that is specified in the 
Transmission Service request.  A Qualifying Transmission Customer may request Auction 
Revenue Rights in each round of stage 2 of the allocation process in a number of megawatts 
equal to or less than one third of the difference between the number of megawatts of firm service 
being provided between the receipt and delivery points as to which the Transmission Customer 
currently has Firm Point-to-Point Transmission Service and its Auction Revenue Right 
Allocation from stage 1 of the allocation process.   
 
(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 
1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 
applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 
may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 
PJM greater than their firm service to loads in MISO. 
 
(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 
simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 
process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 
the megawatt level requested and in inverse proportion to the effect on the binding constraints. 
 
(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 
process are not feasible due to system conditions, then PJM shall increase the capability limits of 
the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 
extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 
unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 
included in all rounds of the annual allocation and auction processes and in subsequent modeling 
during the Planning Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights auctions  unless and 
to the extent those system conditions that contributed to infeasibility in the annual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are returned to service during the Planning Year.  In these 
cases, any increase in the capability limits taken under this subsection (i) during the annual 
process will be removed from subsequent modeling to support any incremental allocations of 
Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 
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Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 
feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 
limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
 
For the purposes of this subsection (i), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause of the infeasibility of such Auction 
Revenue Rights.  Extraordinary circumstances do not include those system conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of 
this subsection (i) that would not otherwise have been feasible, then PJM shall notify Members 
and post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Auction Revenue Rights and (b) any increases in capability limits used to allocate such Auction 
Revenue Rights. 
 
(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 
Transmission Customers and Network Service Users serving Non-Zone Network Load may 
participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 
7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 
 

i. The relevant Transmission Service shall be used to deliver energy from a 
designated Network Resource located either outside or within the PJM 
Region to load located outside the PJM Region.  

 
ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 
effect for the stage 1A period addressed by the allocation; and 2) the 
control area in which the external load is located has similar rules for load 
external to the relevant control area. 

 
iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 
serving the load located outside the PJM Region; or 2) generation 
resources subject to a bona fide firm energy and capacity supply contract 
executed by the LSE to meet its load obligations, provided that such 
contract remains in force and effect for a minimum term of ten (10) years 
from the first effective Planning Period that follows the initial stage 1 
request. 

 
iv. For Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) , the generation resource(s) designated as source points may 
include any portion of the generating capacity of such resource(s) that is 
not, at the time of the request, already identified as a Capacity Resource. 
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v. For Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j), at the time of the request, the 
generation resource(s) designated as source points must either be 
committed into PJM’s RPM market or be designated as part of the entity’s 
FRR Capacity Plan for the purpose of serving the capacity requirement of 
the external load.    

 
vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 
annual Auction Revenue Rights allocation or in future stage 1A 
allocations and shall not cause megawatt flow to exceed applicable ratings 
on any other facilities in either set of conditions in the simultaneous 
feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 
vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 
allocation year with all existing stage 1 and stage 2 Auction Revenue 
Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 
year allocation model with all eligible stage 1A Auction Revenue Rights 
for each year including base load growth for each year. 

 
viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 
Planning Period shall be processed for the next annual Auction Revenue 
Rights  allocation. Requests received after November 1st shall not be 
considered for the upcoming annual Auction Revenue Rights allocation. If 
all requests are not simultaneously feasible then requests will be awarded 
on a pro-rata basis.  

 
ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 
evaluated at the same time. If all requests are not simultaneously feasible 
then requests will be awarded on a pro-rata basis. 

 
x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 
source points in subsequent annual Auction Revenue Rights allocations. 

 
xi. Long-Term Firm Point-to-Point Transmission Service customers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 
of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 
contract megawatt amount; or 2) the customer’s Firm Transmission 
Withdrawal Rights.  
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xii. Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 
megawatts up to the lesser of: 1) the customer’s network service peak 
load; or 2) the customer’s Firm Transmission Withdrawal Rights.  

 
xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 
megawatts authorized by subsections (xi) and (xii) of this subsection 
7.4.2(j).   

 
xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 
allowed megawatts authorized by subsections (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 
stage 1A.  

 
xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 
be equal to or less than one third of the difference between the maximum 
allowed megawatts authorized by paragraphs (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 
allocated in stage 1.  

 
xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 
amount may be replaced with an alternate resource pursuant to the process 
established in Section 7.7 of Schedule 1 of this Agreement. 

 
7.4.2a Bilateral Transfers of Auction Revenue Rights 
 
(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 
Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 
bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 
Schedule and pursuant to the LLC’s rules related to its FTR reporting tools.  
 
(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 
or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 
the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 
to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 
Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 
bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 
under this Schedule.   
 
(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 
buyer any obligations associated with the Auction Revenue Rights or the right to receive an 
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allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 
Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 
bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 
the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 
right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 
attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 
Revenue Rights and remain subject to all credit requirements and obligations associated with the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 
 
(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 
Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 
associated with the Auction Revenue Right and for which payment is not made to 
PJMSettlement by the buyer under such a bilateral transfer.   
 
(e) All payments and related charges associated with such a bilateral contract shall be 
arranged between the parties to such bilateral contract and shall not be billed or settled by 
PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 
Members will not assume financial responsibility for the failure of a party to perform obligations 
owed to the other party under such a bilateral contract reported to the Office of the 
Interconnection under this Schedule.   
 
(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 
be resolved solely between the buyer and the seller.  
 
7.4.3 Target Allocation of Auction Revenue Right Credits. 
 
(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 
Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 
annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 
four and multiplied by the price differences for the receipt and delivery points associated with 
the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 
minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 
delivery point is determined by the clearing prices of each round of the annual Financial 
Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 
Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 
entity’s Auction Revenue Rights. 
 
(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 
Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 
be determined on a monthly basis for each month in a Planning Period beginning with the month 
the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 
Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 
equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 
differential between the source and sink nodes of the corresponding FTR obligation in each 
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prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 
Rights through the end of the relevant Planning Period. 
 
7.4.4 Calculation of Auction Revenue Right Credits. 
 
(a) Each day, the total of all the daily Target Allocations determined as specified above in 
Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 
day shall be compared to the total revenues of all applicable monthly Financial Transmission 
Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 
annual Financial Transmission Rights auction (divided by the number of days in the Planning 
Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 
Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 
Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 
pursuant to Section 5.2.6. 
 
(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 
of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 
to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 
positive Target Allocation value. Auction Revenue Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 
Right Credit. 
 
(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 
Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 
charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 
all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 
allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 
assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 
Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 
pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 
Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 
Allocation. 
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7.8 Elective Upgrade Auction Revenue Rights. 
 
(a) In addition to any Incremental Auction Revenue Rights established under the PJM Tariff, 
any party may elect to fully fund Network Upgrades to obtain Incremental Auction Revenue 
Rights pursuant to this section, provided that Incremental Auction Revenue Rights granted 
pursuant to this section shall be simultaneously feasible with outstanding Auction Revenue 
Rights, which shall include stage 1 and stage 2 Auction Revenue Rights, and against stage 1A 
Auction Revenue Right capability for the future 10 year period, as determined by the Office of 
the Interconnection pursuant to Section 7.8(b) of Schedule 1 of this Agreement.  A request made 
pursuant to this section shall specify a source, sink and megawatt amount. 
 
(b) The Office of the Interconnection shall assess the simultaneous feasibility of the 
requested Incremental Auction Revenue Rights and the outstanding Auction Revenue Rights 
against the existing base system Auction Revenue Right capability and stage 1A Auction 
Revenue Right capability for the future 10 year period and based on this preliminary assessment 
it shall conduct studies to determine the upgrades required to accommodate the requested 
Incremental Auction Revenue Rights and ensure all outstanding Auction Revenue Rights are 
simultaneously feasible. 
 
(c) If a party elects to fund upgrades to obtain Incremental Auction Revenue Rights pursuant 
to this section, no less than forty-five (45) days prior to the in-service date of the relevant 
upgrades, as determined by the Office of the Interconnection, the Office of the Interconnection 
shall notify the party of the actual amount of Incremental Auction Revenue Rights that will be 
granted to the party based on the allocation process established pursuant to Section 231 of Part 
VI of the Tariff. 
 
(d) Incremental Auction Revenue Rights established pursuant to this section shall be 
effective for the lesser of thirty (30) years, or the life of the project, from the in-service date of 
the Network Upgrade(s).  At any time during this thirty-year period (or the life of the Network 
Upgrade whichever is less), in lieu of continuing this thirty-year Auction Revenue Right, the 
owner of the right shall have a one-time choice to switch to an optional mechanism, whereby, on 
an annual basis, it will have the choice to request an Auction Revenue Right during the annual 
Auction Revenue Rights allocation process between the same source and sink, provided the 
Auction Revenue Right is simultaneously feasible.  A party that is granted Incremental Auction 
Revenue Rights pursuant to this section may return such rights at any time, provided that the 
Office of the Interconnection determines that it can simultaneously accommodate all remaining 
outstanding Auction Revenue Rights following the return of such Auction Revenue Rights.  In 
the event a party returns Incremental Auction Revenue Rights, it shall retain no further rights 
regarding such Incremental Auction Revenue Rights. 
 
(e) No Incremental Auction Revenue Rights shall be granted pursuant to this section if the 
costs associated with funding the associated Network Upgrades are included in the rate base of a 
public utility and on which a regulated return is earned. 
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8.4 Registration 
 
1. Curtailment Service Providers must complete the applicable PJM Load Response 
Program Registration Form (“Registration Form”) that is posted on the PJM website 
(www.pjm.com) for each end-use customer, or aggregation of end-use customers, pursuant to the 
requirements set forth in the PJM Manuals.  Because of the required electric distribution 
company ten Business Day review period, as described herein, Curtailment Service Providers 
should submit completed Registration Forms to the Office of the Interconnection no later than 
one day before the tenth Business Day preceding the relevant Delivery Year.  All registrations 
that have not been approved on or before May 31st preceding the relevant Delivery Year shall be 
rejected by the Office of the Interconnection.  To the extent that a completed Registration Form 
is submitted to the Office of the Interconnection prior to one day before the tenth Business Day 
preceding the relevant Delivery Year and such registration is rejected by the electric distribution 
company or the Office of the Interconnection because of incorrect data on the Registration Form, 
such registration may be resubmitted by the Curtailment Service Provider before May 31st 
preceding the relevant Delivery Year, but such registration will be rejected by the Office of the 
Interconnection unless the electric distribution company has verified the registration on or before 
May 31st preceding the relevant Delivery Year. Incomplete Registration Forms will be rejected 
by the Office of the Interconnection; Curtailment Service Providers may not resubmit 
registrations that were rejected for being incomplete unless they are able to do so no later than 
one day before the tenth Business Day preceding the relevant Delivery Year.  The following 
general steps will be followed: 
 
2. For end-use customers of an electric distribution company that distributed more than 4 
million MWh in the previous fiscal year: 
 

a. The Curtailment Service Provider completes the Registration Form located on the 
PJM website. PJM reviews the application and ensures that the qualifications are met, including 
verifying that the appropriate metering exists. After confirming that an entity has met all of the 
qualifications to be an Emergency Load Response or Pre-Emergency Load Response Program 
participant, PJM shall notify the appropriate electric distribution company of an Emergency 
Load Response and Pre-Emergency Load Response Program participant's registration and 
request verification as to whether the load that may be reduced is subject to laws or regulations 
of the Relevant Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response Programs pursuant to the process described below.  The electric distribution company 
has ten Business Days to respond.  An electric distribution company which seeks to assert that 
the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit or condition 
(which condition the electric distribution company asserts has not been satisfied) an end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response program shall provide to PJM, within the referenced ten Business Day review period, 
either:  (a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
prohibiting or conditioning the end-use customer’s participation, (b) an opinion of the Relevant 
Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or 
law prohibiting or conditioning the end-use customer’s participation, or (c) an opinion of the 
state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting 
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to the existence of a regulation or law prohibiting or conditioning the end-use customer’s 
participation.  
 

i. If evidence provided by an electric distribution company to the Office of the 
Interconnection indicates that a Relevant Electric Retail Regulatory Authority law 
or regulation prohibits or conditions (which condition the electric distribution 
company asserts has not been satisfied) the end-use customer’s participation and 
is received by the Office of the Interconnection on or after May 31st preceding the 
applicable Delivery Year, then the existing end-use customer’s registration for 
Demand Resource (as defined in the Reliability Assurance Agreement) will 
remain in effect for the applicable Delivery Year.  If evidence provided by an 
electric distribution company to the Office of the Interconnection  indicates that a 
Relevant Electric Retail Regulatory Authority law or regulation prohibits or 
conditions (which condition the electric distribution company asserts has not been 
satisfied) the end-use customer’s participation and is received by the Office of the 
Interconnection before May 31st preceding the applicable Delivery Year and the 
Curtailment Service Provider does not provide supporting documentation to the 
Office of the Interconnection on or before May 31st preceding the applicable 
Delivery Year demonstrating that the Curtailment Service Provider had an 
executed contract with the end-use customer for Demand Resource participation 
before the date the Demand Resource cleared the applicable Reliability Pricing 
Model Auction, and that the date that the Demand Resource cleared the applicable 
Reliability Pricing Model Auction was prior to the effective date of the Relevant 
Electric Retail Regulatory Authority law or regulation prohibiting or conditioning 
the end-use customer’s participation, then, unless the below exception applies, the 
existing end-use customer’s registration for Demand Resource participation shall 
be deemed to be terminated for the applicable Delivery Year, and the Curtailment 
Service Provider will be subject to the Reliability Pricing Model provisions, as 
specified in Attachment DD of the PJM Tariff. 

 
b. In the absence of a response from the electric distribution company within the 

referenced ten Business Day review period, the Office of the Interconnection shall assume that 
the load to be reduced is not subject to laws or regulations of the Relevant Electric Retail 
Regulatory Authority that prohibit or condition the end-use customer’s participation in PJM’s 
Emergency Load Response and Pre-Emergency Load Response Programs, and the Office of the 
Interconnection shall accept the registration, provided it meets all other Emergency Load 
Response and Pre-Emergency Load Response Program requirements. 
 

c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJM in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 
3. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
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a. The Curtailment Service Provider completes the Emergency Registration Form 
located on the PJM website. PJM reviews the application and ensures that the qualifications are 
met, including verifying that the appropriate metering exists. After confirming that an entity has 
met all of the qualifications to be an Emergency Load Response and Pre-Emergency Load 
Response participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response participant’s registration and 
request verification as to whether the load that may be reduced is permitted to participate by the 
Relevant Electric Retail Regulatory Authority pursuant to the process described below. The 
electric distribution company has ten Business Days to respond. If the electric distribution 
company verifies that the load that may be reduced is permitted or conditionally permitted 
(which condition the electric distribution company asserts has been satisfied) to participate in the 
Emergency Load Response Program and Pre-Emergency Load Response Program, then the 
electric distribution company must provide to the Office of the Interconnection within the 
referenced ten Business Day review period either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 
customer’s participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s 
legal counsel attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer’s participation, or (c) an opinion of the state Attorney General, 
on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s participation. 
 

i. If the electric distribution company denies the end-use customer’s Demand 
Resource (as defined in the Reliability Assurance Agreement) registration on or 
before May 31st preceding the applicable Delivery Year and the Curtailment 
Service Provider does not provide the above referenced Relevant Electric Retail 
Regulatory Authority evidence  to the Office of the Interconnection on or before 
May 31st preceding  the applicable Delivery Year demonstrating that the 
Curtailment Service Provider had Relevant Electric Retail Regulatory Authority 
permission or conditional permission (which condition the electric distribution 
company asserts has been satisfied) for the end-use customer’s participation and 
an executed contract with the end-use customer Demand Resource before the date 
the Demand Resource cleared the applicable Reliability Pricing Model Auction  
then, unless the below exception applies, the existing end-use customer’s 
registration for Demand Resource participation shall be deemed to be terminated 
for the applicable Delivery Year and the Curtailment Service Provider will be 
subject to the Reliability Pricing Model provisions, as specified in Attachment 
DD of the PJM Tariff. 

 
 b. In the absence of a response from the electric distribution company within the 
referenced ten Business Day review period, the Office of the Interconnection shall reject the 
registration.  If it is able to do so in compliance with all of the Emergency Load Response and 
Pre-Emergency Load Response Program requirements, including the registration section, the 
Emergency Load Response and Pre-Emergency Load Response participant may submit a new 
registration to the Office of the Interconnection for consideration if a prior registration has been 
rejected pursuant to the terms of the Emergency Load Response and Pre-Emergency Load 
Response Program provisions. 
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 c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJMSettlement in accordance with the 
terms and conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 
 4. PJM will inform the requesting Curtailment Service Provider of acceptance into 
the Emergency Load Response Program and Pre-Emergency Load Response Program and notify 
the appropriate electric distribution company of the requesting Curtailment Service Provider’s 
acceptance into the program or notifies the requesting Curtailment Service Provider and 
appropriate electric distribution company of PJM’s rejection of the requesting participant’s 
registration. 
 
 5. Any end-use customer intending to run distributed generating units in support of 
local load for the purpose of participating in this program must represent in writing to PJM that it 
holds all applicable environmental and use permits for running those generators.  Continuing 
participation in this program will be deemed as a continuing representation by the owner that 
each time its distributed generating unit is run in accordance with this program, it is being run in 
compliance with all applicable permits, including any emissions, run-time limit or other 
constraint on plant operations that may be imposed by such permits.  
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8.5 Pre-Emergency Operations 
 
All participants in the Pre-Emergency Load Response Program shall be subject to the operation 
procedures herein, unless the participant can demonstrate its Demand Resource: (1) relies on 
Behind the Meter generation to fulfill its load reduction obligations; (2) the Demand Resource 
has environmental restrictions imposed on it by Applicable Laws and Regulations that limit the 
Demand Resource’s ability to operate only in emergency conditions; and (3) such limitation 
exists for any period of time.  For the purposes of Section 8, emergency conditions shall be 
defined either by the express terms of the Applicable Law or Regulation, or if not set forth 
therein shall be deemed to exist if PJM has declared a NERC Energy Emergency Alert Level 2, 
as defined in the applicable NERC Standards.  If these criteria are met, the participant shall be 
subject to the emergency operation procedures contained in Section 8.6.  In such case, the 
Curtailment Service Provider shall submit a request for the relevant Demand Resource(s) to be an 
emergency (versus pre-emergency) Demand Resource to the Office of the Interconnection, at the 
time the Registration Form is submitted in accordance with this Agreement.  A Curtailment 
Service Provider shall not submit a request for an exception unless it has done its due diligence 
to confirm that the Demand Resource meets the requirements referenced herein and has obtained 
from the end-use customer documentation supporting the exception request. The Curtailment 
Service Provider shall provide the Office of the Interconnection with a copy of such supporting 
documentation within three (3) Business Days of a request therefor.  Failure to provide such 
supporting documentation by the deadline shall result in the Demand Resource being subject to 
the pre-emergency procedures herein.   
 
PJM will initiate a pre-emergency event prior to the declaration of a Maximum Generation 
Emergency or an emergency event when practicable. A pre-emergency event is implemented 
when economic resources are not adequate to serve load and maintain reserves or maintain 
system reliability, and prior to proceeding into emergency procedures.  Understanding the 
primary responsibility of the Office of the Interconnection to maintain system security, the 
Office of the Interconnection will strive to exhaust, but it is not obligated to exhaust, all 
economic resources prior to initiating a pre-emergency event.  PJM will initiate an electronic 
message to Curtailment Service Providers notifying them of the pre-emergency event; 
Curtailment Service Providers are required to have the capability to retrieve this electronic 
message as described in the PJM Manuals.  Additionally, PJM will post the pre-emergency event 
information on the PJM website and issue a separate All-Call message.  
 
Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily 
may reduce load; and (ii) participants in the Full Program Option are required to reduce load 
unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 
will dispatch the resources of all Emergency Load Response Program participants (not already 
dispatched under the Economic Load Response Program) based on the availability, location, 
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to 
transmission constraints in the PJM Region.  To give PJM dispatchers the flexibility to address 
reliability concerns in the most effective and timely manner and invoke the resources that offer 
the most assurance of effective relief of emergency conditions, the dispatch of Demand 
Resources may not be based solely on the least-cost resources since such dispatch shall be based 
not only on price, but also on availability, location, minimum notification time and/or quantity of 
megawatts of load or load reduction needed. 
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The dispatch price of Full Program Option resources and Energy Only Option resources in the 
Pre-Emergency Load Response Program are eligible to set the real time Locational Marginal 
Prices (“LMP”) when the Office of the Interconnection has implemented pre-emergency 
procedures and such resources are required to reduce demand in the PJM Region and as 
described in Section 2 of Schedule 1 of the PJM Operating Agreement and the parallel 
provisions of Attachment K-Appendix of the PJM Tariff.  Energy Only Option resources must 
also satisfy PJM’s telemetry requirements. 
 
Curtailment Service Providers with resources registered to participate in the Emergency Load 
Response and Pre-Emergency Load Response Programs must provide real-time operational data 
regarding the availability and status of their resources to PJM, and comply with operational 
procedures, as described in detail in the PJM Manuals.   
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8.7 Verification 
 
PJM requires that the load reduction meter data be submitted to PJM within 60 days of the Load 
Management Event. If the data are not received within 60 days, no payment for participation 
shall be provided. Meter data must be provided for all hours during the day of the Load 
Management Event or the Load Management performance test, and for all hours during any 
other days as required by the Office of the Interconnection to calculate the load reduction.  
 
These data files are to be communicated to PJM either via the Load Response Program web site 
or email. Files that are emailed must be in the PJM-approved file format. Meter data will be 
forwarded to the electric distribution company upon receipt, and these parties will then have ten 
(10) Business Days to provide feedback to PJM.   
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SCHEDULE 2 -  
COMPONENTS OF COST 

 
 (a) Each Market Participant obligated to sell energy on the PJM Interchange Energy 
Market at cost-based rates may include the following components or their equivalent in the 
determination of costs for energy supplied to or from the PJM Region: 
 
  For generating units powered by boilers 
  Firing-up cost 
  Peak-prepared-for maintenance cost 
      
  For generating units powered by machines 
  Starting cost from cold to synchronized operation 
  For all generating units 
  Incremental fuel cost 
  Incremental maintenance cost 
  No-load cost during period of operation 
  Incremental labor cost 
  Other incremental operating costs 
 
 For a generating unit that is subject to operational limitations due to energy or 
environmental limitations imposed on the generating unit by Applicable Laws and Regulations , 
the Market Participant may include in the calculation of its “other incremental operating costs” 
an amount reflecting the unit-specific Energy Market Opportunity Costs expected to be incurred. 
Such unit-specific Energy Market Opportunity Costs are calculated by forecasting Locational 
Marginal Prices based on future contract prices for electricity using PJM Western Hub forward 
prices, taking into account historical variability and basis differentials for the bus at which the 
generating unit is located for the prior three year period immediately preceding the relevant 
compliance period, and subtract therefrom the forecasted costs to generate energy at the bus at 
which the generating unit is located, as specified in more detail in PJM Manual 15.  If the 
difference between the forecasted Locational Marginal Prices and forecasted costs to generate 
energy is negative, the resulting Energy Market Opportunity Cost shall be zero.  Notwithstanding 
the foregoing, a Market Participant may submit a request to PJM for consideration and approval 
of an alternative method of calculating its Energy Market Opportunity Cost if the standard 
methodology described herein does not accurately represent the Market Participant’s Energy 
Market Opportunity Cost. 
 

For a generating unit that is subject to operational limitations because it only has a 
limited number of starts or available run hours resulting from (i) the physical equipment 
limitations of the unit, for up to one year, due to original equipment manufacturer 
recommendations or insurance carrier restrictions, or (ii) a fuel supply limitation, for up to one 
year, resulting from an event of Catastrophic Force Majeure, the Market Participant may include 
in the calculation of its “other incremental operating costs” an amount reflecting the unit-specific 
Non-Regulatory Opportunity Costs expected to be incurred.  Such unit-specific Non-Regulatory 
Opportunity Costs are calculated by forecasting Locational Marginal Prices based on future 
contract prices for electricity using PJM Western Hub forward prices, taking into account 



 

Page 702 

historical variability and basis differentials for the bus at which the generating unit is located for 
the prior three year period immediately preceding the period of time in which the unit is bound 
by the referenced restrictions, and subtract therefrom the forecasted costs to generate energy at 
the bus at which the generating unit is located, as specified in more detail in PJM Manual 15. If 
the difference between the forecasted Locational Marginal Prices and forecasted costs to 
generate energy is negative, the resulting Non-Regulatory Opportunity Cost shall be zero.  
 
 (b) All fuel costs shall employ the marginal fuel price experienced by the Member. 
 
 (c) The PJM Board, upon consideration of the advice and recommendations of the 
Members Committee, shall from time to time define in detail the method of determining the costs 
entering into the said components, and the Members shall adhere to such definitions in the 
preparation of incremental costs used on the Interconnection. 
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4.4 Selection of Arbitrator(s). 
 
The parties to a dispute for which arbitration has been demanded may agree on any person to 
serve as a single arbitrator, or shall endeavor in good faith to agree on a single arbitrator from a 
list of arbitrators prepared for the dispute by the Alternate Dispute Resolution Coordinator and 
delivered to the parties by facsimile or other electronic means promptly after receipt by the 
Alternate Dispute Resolution Coordinator of a demand for arbitration.  The Alternate Dispute 
Resolution Coordinator may draw from the lists of arbitrators maintained by the established 
dispute resolution committee of an Applicable Regional Entity, as the Alternate Dispute 
Resolution Coordinator deems appropriate.  In the event the Office of the Interconnection is one 
of the parties to the dispute, the Alternate Dispute Resolution Coordinator shall distribute the 
names of all qualified arbitrators on the Alternate Dispute Resolution Coordinator’s list. If the 
parties are unable to agree on a single arbitrator by the fourteenth day following delivery of the 
foregoing list of arbitrators or such other date as agreed to by the parties, then not later than the 
end of the seventh Business Day thereafter the party or parties demanding arbitration on the one 
hand, and the party or parties responding to the demand for arbitration on the other, shall each 
designate an arbitrator from a list for the dispute prepared by the Alternate Dispute Resolution 
Coordinator.  The arbitrators so chosen shall then choose a third arbitrator. 
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1.3 Establishment of Committees. 
 
(a) The Planning Committee shall be open to participation by (i) all Transmission 
Customers and applicants for transmission service; (ii) any other entity proposing to 
provide Transmission Facilities to be integrated into the PJM Region; (iii) all Members; 
(iv) the electric utility regulatory agencies within the States in the PJM Region and the 
State Consumer Advocates; and (v) any other interested entities or persons and shall 
provide technical advice and assistance to the Office of the Interconnection in all aspects 
of its regional planning functions.  The Transmission Owners shall supply representatives 
to the Planning Committee, and other Members may provide representatives as they 
deem appropriate, to provide the data, information, and support necessary for the Office 
of the Interconnection to perform studies as required and to develop the Regional 
Transmission Expansion Plan. 
 
(b) The Transmission Expansion Advisory Committee established by the Office of 
the Interconnection will meet periodically with representatives of the Office of the 
Interconnection to provide advice and recommendations to the Office of the 
Interconnection to aid in the development of the Regional Transmission Expansion Plan.  
The Transmission Expansion Advisory Committee participants shall be given an 
opportunity to provide advice and recommendations for consideration by the Office of 
the Interconnection regarding sensitivity studies, modeling assumption variations, 
scenario analyses, and Public Policy Objectives in the studies and analyses to be 
conducted by the Office of the Interconnection.  The Transmission Expansion Advisory 
Committee participants shall be given the opportunity to review and provide advice and 
recommendations on the projects to be included in the Regional Transmission Expansion 
Plan.  The Transmission Expansion Advisory Committee meetings shall include 
discussions addressing interregional planning issues, as required.   The Transmission 
Expansion Advisory Committee shall be open to participation by:  (i) all Transmission 
Customers and applicants for transmission service; (ii) any other entity proposing to 
provide Transmission Facilities to be integrated into the PJM Region; (iii) all Members; 
(iv) the electric utility regulatory agencies within the States in the PJM Region, the 
Independent State Agencies Committee, and the State Consumer Advocates; and (v) any 
other interested entities or persons.  The Transmission Expansion Advisory Committee 
shall be governed by the Transmission Expansion Advisory Committee rules and 
procedures set forth in the PJM Regional Planning Process Manual (PJM Manual M-14 
series) and by the rules and procedures applicable to PJM committees. 
 
(c) The Subregional RTEP Committees established by the Office of the 
Interconnection shall facilitate the development and review of the Subregional RTEP 
Projects.  The Subregional RTEP Committees will be responsible for the initial review of 
the Subregional RTEP Projects, and to provide recommendations to the Transmission 
Expansion Advisory Committee concerning the Subregional RTEP Projects.  A 
Subregional RTEP Committee may of its own accord or at the request of a Subregional 
RTEP Committee participant, also refer specific Subregional RTEP Projects to the 
Transmission Expansion Advisory Committee for further review, advice and 
recommendations. 
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(d) The Subregional RTEP Committees shall be responsible for the timely review of 
the criteria, assumptions and models used to identify reliability criteria violations, 
economic constraints, or to consider Public Policy Requirements, proposed solutions 
prior to finalizing the Local Plan, the coordination and integration of the Local Plans into 
the RTEP, and addressing any stakeholder issues unresolved in the Local Plan process.  
The Subregional RTEP Committees will be provided sufficient opportunity to review and 
provide written comments on the criteria, assumptions, and models used in local planning 
activities prior to finalizing the Local Plan.  The Subregional RTEP Committees meetings 
shall include discussions addressing interregional planning issues, as required.  Once 
finalized, the Subregional RTEP Committees will be provided sufficient opportunity to 
review and provide written comments on the Local Plans as integrated into the RTEP, 
prior to the submittal of the final Regional Transmission Expansion Plan to the PJM 
Board for approval.  In addition, the Subregional RTEP Committees will provide 
sufficient opportunity to review and provide written comments to the Transmission 
Owners on any Supplemental Projects included in the Local Plan. 
 
(e) The Subregional RTEP Committees shall be open to participation by:  (i) all 
Transmission Customers and applicants for transmission service; (ii) any other entity 
proposing to provide Transmission Facilities to be integrated into the PJM Region; (iii) 
all Members; (iv) the electric utility regulatory agencies within the States in the PJM 
Region, the Independent State Agencies Committee, and the State Consumer Advocates 
and (v) any other interested entities or persons. 
 
(f) Each Subregional RTEP Committee shall schedule and facilitate a minimum of 
one Subregional RTEP Committee meeting to review the criteria, assumptions and 
models to identify reliability criteria violations, economic constraints, or to consider 
Public Policy Requirements.  Each Subregional RTEP Committee shall schedule and 
facilitate an additional Subregional RTEP Committee meeting, per planning cycle, and as 
required to review the identified criteria violations and potential solutions.  The 
Subregional RTEP Committees may facilitate additional meetings to incorporate more 
localized areas in the subregional planning process.  At the discretion of the Office of the 
Interconnection, a designated Transmission Owner may facilitate Subregional RTEP 
Committee meeting(s), or the additional meetings incorporating the more localized areas.   
 
(g) The Subregional RTEP Committees shall be governed by the Transmission 
Expansion Advisory Committee rules and procedures set forth in the PJM Regional 
Planning Process Manual (Manual M-14 series) and by the rules and procedures 
applicable to PJM committees. 
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1.5 Procedure for Development of the Regional Transmission Expansion Plan. 
 
1.5.1 Commencement of the Process. 
 
(a) The Office of the Interconnection shall initiate the enhancement and expansion study 
process if:  (i) required as a result of a need for transfer capability identified by the Office of the 
Interconnection in its evaluation of requests for interconnection with the Transmission System or 
for firm transmission service with a term of one year or more; (ii) required to address a need 
identified by the Office of the Interconnection in its on-going evaluation of the Transmission 
System’s market efficiency and operational performance; (iii) required as a result of the Office of 
the Interconnection’s assessment of the Transmission System’s compliance with NERC 
Reliability Standards, more  stringent reliability criteria, if any, or PJM planning and operating 
criteria; (iv) required to address constraints or available transfer capability shortages, including, 
but not limited to, available transfer capability shortages that prevent the simultaneous feasibility 
of stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of Schedule 1 of this 
Agreement, constraints or shortages as a result of expected generation retirements, constraints or 
shortages based on an evaluation of load forecasts, or system reliability needs arising from 
proposals for the addition of Transmission Facilities in the PJM Region; or (v) expansion of the 
Transmission System is proposed by one or more Transmission Owners, Interconnection 
Customers, Network Service Users or Transmission Customers, or any party that funds Network 
Upgrades pursuant to Section 7.8 of Schedule 1 of this Agreement.  The Office of the 
Interconnection may initiate the enhancement and expansion study process to address or 
consider, where appropriate, requirements or needs arising from sensitivity studies, modeling 
assumption variations, scenario analyses, and Public Policy Objectives. 
 
(b) The Office of the Interconnection shall notify the Transmission Expansion Advisory 
Committee participants of, as well as publicly notice, the commencement of an enhancement and 
expansion study.  The Transmission Expansion Advisory Committee participants shall notify the 
Office of the Interconnection in writing of any additional transmission considerations they would 
like to have included in the Office of the Interconnection’s analyses. 
 
1.5.2 Development of Scope, Assumptions and Procedures. 
 
Once the need for an enhancement and expansion study has been established, the Office of the 
Interconnection shall consult with the Transmission Expansion Advisory Committee and the 
Subregional RTEP Committees, as appropriate, to prepare the study’s scope, assumptions and 
procedures. 
 
1.5.3 Scope of Studies. 
 
In conducting the enhancement and expansion studies, the Office of the Interconnection shall not 
limit its analyses to bright line tests to identify and evaluate potential Transmission System 
limitations, violations of planning criteria, or transmission needs.  In addition to the bright line 
tests, the Office of the Interconnection shall employ sensitivity studies, modeling assumption 
variations, and scenario analyses, and shall also consider Public Policy Objectives in the studies 
and analyses, so as to mitigate the possibility that bright line metrics may inappropriately include 
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or exclude transmission projects from the transmission plan.  Sensitivity studies, modeling 
assumption variations, and scenario analyses shall take account of potential changes in expected 
future system conditions, including, but not limited to, load levels, transfer levels, fuel costs, the 
level and type of generation, generation patterns (including, but not limited to, the effects of 
assumptions regarding generation that is at risk for retirement and new generation to satisfy 
Public Policy Objectives), demand response, and uncertainties arising from estimated times to 
construct transmission upgrades.  The Office of the Interconnection shall use the sensitivity 
studies, modeling assumption variations and scenario analyses in evaluating and choosing among 
alternative solutions to reliability, market efficiency and operational performance needs.  The 
Office of the Interconnection shall provide the results of its studies and analyses to the 
Transmission Expansion Advisory Committee to consider the impact that sensitivities, 
assumptions, and scenarios may have on Transmission System needs and the need for 
transmission enhancements or expansions.  Enhancement and expansion studies shall be 
completed by the Office of the Interconnection in collaboration with the affected Transmission 
Owners, as required.  In general, enhancement and expansion studies shall include: 
 
(a) An identification of existing and projected limitations on the Transmission System’s 
physical, economic and/or operational capability or performance, with accompanying 
simulations to identify the costs of controlling those limitations.  Potential enhancements and 
expansions will be proposed to mitigate limitations controlled by non-economic means. 
 
(b) Evaluation and analysis of potential enhancements and expansions, including alternatives 
thereto, needed to mitigate such limitations. 
 
(c) Identification, evaluation and analysis of potential transmission expansions and 
enhancements, demand response programs, and other alternative technologies as appropriate to 
maintain system reliability. 
 
(d) Identification, evaluation and analysis of potential enhancements and expansions for the 
purposes of supporting competition, market efficiency, operational performance, and Public 
Policy Requirements in the PJM Region. 
 
(e) Identification, evaluation and analysis of upgrades to support Incremental Auction 
Revenue Rights requested pursuant to Section 7.8 of Schedule 1 of this Agreement. 
 
(f) Identification, evaluation and analysis of upgrades to support all transmission customers, 
including native load and network service customers. 
 
(g) Engineering studies needed to determine the effectiveness and compliance of 
recommended enhancements and expansions, with the following PJM criteria:  system reliability, 
operational performance, and market efficiency. 
 
(h) Identification, evaluation and analysis of potential enhancements and expansions 
designed to ensure that the Transmission System’s capability can support the simultaneous 
feasibility of all stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of 
Schedule 1 of this Agreement.  Enhancements and expansions related to stage 1A Auction 
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Revenue Rights identified pursuant to this Section shall be recommended for inclusion in the 
Regional Transmission Expansion Plan together with a recommended in-service date based on 
the results of the ten (10) year stage 1A simultaneous feasibility analysis.  Any such 
recommended enhancement or expansion under this Section 1.5.3(h) shall include, but shall not 
be limited to, the reason for the upgrade, the cost of the upgrade, the cost allocation identified 
pursuant to Section 1.5.6(l) of Schedule 6 of this Agreement and an analysis of the benefits of 
the enhancement or expansion, provided that any such upgrades will not be subject to a market 
efficiency cost/benefit analysis. 
 
1.5.4 Supply of Data. 
 
(a) The Transmission Owners shall provide to the Office of the Interconnection on an annual 
or periodic basis as specified by the Office of the Interconnection, any information and data 
reasonably required by the Office of the Interconnection to perform the Regional Transmission 
Expansion Plan, including but not limited to the following:  (i) a description of the total load to 
be served from each substation; (ii) the amount of any interruptible loads included in the total 
load (including conditions under which an interruption can be implemented and any limitations 
on the duration and frequency of interruptions); (iii) a description of all generation resources to 
be located in the geographic region encompassed by the Transmission Owner’s transmission 
facilities, including unit sizes, VAR capability, operating restrictions, and any must-run unit 
designations required for system reliability or contract reasons; the (iv) current Local Plan; and 
(v) all criteria, assumptions and models used in the current Local Plan.  The data required under 
this Section shall be provided in the form and manner specified by the Office of the 
Interconnection. 
 
(b) In addition to the foregoing, the Transmission Owners, those entities requesting 
transmission service and any other entities proposing to provide Transmission Facilities to be 
integrated into the PJM Region shall supply any other information and data reasonably required 
by the Office of the Interconnection to perform the enhancement and expansion study. 
 
(c) The Office of the Interconnection also shall solicit from the Members, Transmission 
Customers and other interested parties, including but not limited to electric utility regulatory 
agencies within the States in the PJM Region, Independent State Agencies Committee, and the 
State Consumer Advocates, information required by, or anticipated to be useful to, the Office of 
the Interconnection in its preparation of the enhancement and expansion study, including 
information regarding potential sensitivity studies, modeling assumption variations, scenario 
analyses, and Public Policy Objectives that may be considered. 
 
(d) The Office of the Interconnection shall supply to the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees reasonably required information and data 
utilized to develop the Regional Transmission Expansion Plan.  Such information and data shall 
be provided pursuant to the appropriate protection of confidentiality provisions and Office of the 
Interconnection’s CEII process. 
 
(e) The Office of the Interconnection shall provide access through the PJM website, to the 
Transmission Owner’s Local Plan, including all criteria, assumptions and models used by the 
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Transmission Owners in developing their respective Local Plan (“Local Plan Information”).  
Local Plan Information shall be provided consistent with: (1) any applicable confidentiality 
provisions set forth in Section 18.17 of this Operating Agreement; (2) the Office of the 
Interconnection’s CEII process; and (3) any applicable copyright limitations.  Notwithstanding 
the foregoing, the Office of the Interconnection may share with a third party Local Plan 
Information that has been designated as confidential, pursuant to the provisions for such 
designation as set forth in Section 18.17 of this Operating Agreement and subject to: (i) 
agreement by the disclosing Transmission Owner consistent with the process set forth in this 
Operating Agreement; and (ii) an appropriate non-disclosure agreement to be executed by PJM 
Interconnection, L.L.C., the Transmission Owner and the requesting third party.  With the 
exception of confidential, CEII and copyright protected information, Local Plan Information will 
be provided for full review by the Planning Committee, the Transmission Expansion Advisory 
Committee, and the Subregional RTEP Committees. 
 
1.5.5 Coordination of the Regional Transmission Expansion Plan. 
 
(a) The Regional Transmission Expansion Plan shall be developed in accordance with the 
principles of interregional coordination with the Transmission Systems of the surrounding 
Regional Entities and with the local transmission providers, through the Transmission Expansion 
Advisory Committee and the Subregional RTEP Committee. 
 
(b) The Regional Transmission Expansion Plan shall be developed taking into account the 
processes for coordinated regional transmission expansion planning established under the 
following agreements:   
 

• Joint Operating Agreement Between the Midwest Independent System Operator, Inc. and 
PJM Interconnection, L.L.C., which is found at 
http://www.pjm.com/~/media/documents/agreements/joa-complete.ashx;  
 

• Northeastern ISO/RTO Planning Coordination Protocol, which is described at Schedule 
6-B and found at http://www.pjm.com/~/media/documents/agreements/northeastern-iso-
rto-planning-coordination-protocol.ashx;  

 
• Joint Operating Agreement Among and Between New York Independent System 

Operator Inc., which is found at 
http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx;  

 
• Interregional Transmission Coordination Between the SERTP and PJM Regions, which is 

found at Schedule 6-A of this Agreement;  
 

• Allocation of Costs of Certain Interregional Transmission Projects Located in the PJM 
and SERTP Regions, which is located at Schedule 12-B of the PJM Open Access 
Transmission Tariff;  

 
• Joint Reliability Coordination Agreement Between the Midwest Independent System 

Operator, Inc.; PJM Interconnection, L.L.C. and Progress Energy Carolinas.   

http://www.pjm.com/%7E/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/%7E/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/%7E/media/documents/agreements/nyiso-pjm.ashx
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(i) Coordinated regional transmission expansion planning shall also incorporate input from 
parties that may be impacted by the coordination efforts, including but not limited to, the 
Members, Transmission Customers, electric utility regulatory agencies in the PJM Region, 
and the State Consumer Advocates, in accordance with the terms and conditions of the 
applicable regional coordination agreements. 
 
(ii) An entity, including existing Transmission Owners and Nonincumbent Developers, may 
submit potential Interregional Transmission Projects pursuant to Section 1.5.8 of this 
Schedule 6.  

 
(c) The Regional Transmission Expansion Plan shall be developed by the Office of the 
Interconnection in consultation with the Transmission Expansion Advisory Committee during 
the enhancement and expansion study process. 
 
(d) The Regional Transmission Expansion Plan shall be developed taking into account the 
processes for coordination of the regional and subregional systems. 
 
1.5.6 Development of the Recommended Regional Transmission Expansion Plan. 
 
(a) The Office of the Interconnection shall be responsible for the development of the 
Regional Transmission Expansion Plan and for conducting the studies, including sensitivity 
studies and scenario analyses on which the plan is based.  The Regional Transmission Expansion 
Plan, including the Regional RTEP Projects, the Subregional RTEP Projects and the 
Supplemental Projects shall be developed through an open and collaborative process with 
opportunity for meaningful participation through the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees. 
 
(b) The Transmission Expansion Advisory Committee and the Subregional RTEP 
Committees shall each facilitate a minimum of one initial assumptions meeting to be scheduled 
at the commencement of the Regional Transmission Expansion Plan process.  The purpose of the 
assumptions meeting shall be to provide an open forum to discuss the following:  (i) the 
assumptions to be used in performing the evaluation and analysis of the potential enhancements 
and expansions to the Transmission Facilities; (ii) Public Policy Requirements identified by the 
states for consideration in the Office of the Interconnection’s transmission planning analyses; 
(iii) Public Policy Objectives identified by stakeholders for consideration in the Office of the 
Interconnection’s transmission planning analyses; (iii) the impacts of regulatory actions, 
projected changes in load growth, demand response resources, energy efficiency programs, price 
responsive demand, generating additions and retirements, market efficiency and other trends in 
the industry; and (iv) alternative sensitivity studies, modeling assumptions and scenario analyses 
proposed by the Committee participants.  Prior to the initial assumptions meeting, Committee 
participants will be afforded the opportunity to provide input and submit suggestions regarding 
the information identified in items (i) through (iv) of this subsection.  Following the assumptions 
meeting and prior to performing the evaluation and analyses, the Office of the Interconnection 
shall determine the range of assumptions to be used in the studies and scenario analyses, based 
on the advice and recommendations of the Transmission Expansion Advisory Committee and 
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Subregional RTEP Committees and the validation of Public Policy Requirements and assessment 
and prioritization of Public Policy Objectives by the states through the Independent State 
Agencies Committee.  The Office of the Interconnection shall document and publicly post its 
determination for review.  Such posting shall include an explanation of those Public Policy 
Requirements and Public Policy Objectives adopted at the assumptions stage to be used in 
performing the evaluation and analysis of the potential enhancements and expansions to the 
Transmission System and an explanation of why other Public Policy Requirements and Public 
Policy Objectives introduced by stakeholders at the assumptions stage were not adopted. 
 
(c) After the assumptions meeting(s), the Transmission Expansion Advisory Committee and 
the Subregional RTEP Committees shall facilitate additional meetings and shall post all 
communications required to provide early opportunity for the committee participants (as defined 
in Sections 1.3(b) and 1.3(c) of this Schedule 6) to review and evaluate the following arising 
from the studies performed by the Office of the Interconnection, including sensitivity studies and 
scenario analyses:  (i) any identified violations of reliability criteria and analyses of the market 
efficiency and operational performance of the Transmission System; (ii) potential transmission 
solutions, including any acceleration, deceleration or modifications of a potential expansion or 
enhancement based on the results of sensitivities studies and scenario analyses; and (iii) the 
proposed Regional Transmission Expansion Plan.  These meetings will be scheduled as deemed 
necessary by the Office of the Interconnection or upon the request of the Transmission 
Expansion Advisory Committee or the Subregional RTEP Committees.  The Office of the 
Interconnection will provide updates on the status of the development of the Regional 
Transmission Expansion Plan at these meetings or at the regularly scheduled meetings of the 
Planning Committee. 
 
(d) In addition, the Office of the Interconnection shall facilitate periodic meetings with the 
Independent State Agencies Committee to discuss: (i) the assumptions to be used in performing 
the evaluation and analysis of the potential enhancements and expansions to the Transmission 
Facilities; (ii) regulatory initiatives, as appropriate, including state regulatory agency initiated 
programs, and other Public Policy Objectives, to consider including in the Office of the 
Interconnection’s transmission planning analyses; (iii) the impacts of regulatory actions, 
projected changes in load growth, demand response resources, energy efficiency programs, 
generating capacity, market efficiency and other trends in the industry; and (iv) alternative 
sensitivity studies, modeling assumptions and scenario analyses proposed by Independent State 
Agencies Committee.  At such meetings, the Office of the Interconnection also shall discuss the 
current status of the enhancement and expansion study process.  The Independent State Agencies 
Committee may request that the Office of Interconnection schedule additional meetings as 
necessary.  The Office of the Interconnection shall inform the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees, as appropriate, of the input of the 
Independent State Agencies Committee and shall consider such input in developing the range of 
assumptions to be used in the studies and scenario analyses described in Section (b), above. 
 
(e) Upon completion of its studies and analysis, including sensitivity studies and scenario 
analyses the Office of the Interconnection shall post on the PJM website the violations, system 
conditions, economic constraints, and Public Policy Requirements as detailed in Section 1.5.8(b) 
of this Schedule 6 to afford entities an opportunity to submit proposed enhancements or 
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expansions to address the posted violations, system conditions, economic constraints and Public 
Policy Requirements as provided for in Section 1.5.8(c) of this Schedule 6.  Following the close 
of a proposal window, the Office of the Interconnection shall:  (i) post all proposals submitted 
pursuant to Section 1.5.8(c) of this Schedule 6; (ii) consider proposals submitted during the 
proposal windows consistent with Section 1.5.8(d) of this Schedule 6 and develop a 
recommended plan.  Following review by the Transmission Expansion Advisory Committee of 
proposals, the Office of the Interconnection, based on identified needs and the timing of such 
needs, and taking into account the sensitivity studies, modeling assumption variations and 
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall determine, which 
more efficient or cost-effective enhancements and expansions shall be included in the 
recommended plan, including solutions identified as a result of the sensitivity studies, modeling 
assumption variations, and scenario analyses, that may accelerate, decelerate or modify a 
potential reliability, market efficiency or operational performance expansion or enhancement 
identified as a result of the sensitivity studies, modeling assumption variations and scenario 
analyses, shall be included in the recommended plan.  The Office of the Interconnection shall 
post the proposed recommended plan for review and comment by the Transmission Expansion 
Advisory Committee.  The Transmission Expansion Advisory Committee shall facilitate open 
meetings and communications as necessary to provide opportunity for the Transmission 
Expansion Advisory Committee participants to collaborate on the preparation of the 
recommended enhancement and expansion plan.  The Office of the Interconnection also shall 
invite interested parties to submit comments on the plan to the Transmission Expansion Advisory 
Committee and to the Office of the Interconnection before submitting the recommended plan to 
the PJM Board for approval. 
 
(f) The recommended plan shall separately identify enhancements and expansions for the 
three PJM subregions, the PJM Mid-Atlantic Region, the PJM West Region, and the PJM South 
Region, and shall incorporate recommendations from the Subregional RTEP Committees. 
 
(g) The recommended plan shall separately identify enhancements and expansions that are 
classified as Supplemental Projects. 
 
(h) The recommended plan shall identify enhancements and expansions that relieve 
transmission constraints and which, in the judgment of the Office of the Interconnection, are 
economically justified. Such economic expansions and enhancements shall be developed in 
accordance with the procedures, criteria and analyses described in Sections 1.5.7 and 1.5.8 of 
this Schedule 6. 
 
(i) The recommended plan shall identify enhancements and expansions proposed by a state 
or states pursuant to Section 1.5.9 of this Schedule 6.  
 
(j) The recommended plan shall include proposed Merchant Transmission Facilities within 
the PJM Region and any other enhancement or expansion of the Transmission System requested 
by any participant which the Office of the Interconnection finds to be compatible with the 
Transmission System, though not required pursuant to Section 1.1, provided that (1) the 
requestor has complied, to the extent applicable, with the procedures and other requirements of 
Parts IV and VI of the PJM Tariff; (2) the proposed enhancement or expansion is consistent with 
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applicable reliability standards, operating criteria and the purposes and objectives of the regional 
planning protocol; (3) the requestor shall be responsible for all costs of such enhancement or 
expansion (including, but not necessarily limited to, costs of siting, designing, financing,  
constructing, operating and maintaining the pertinent facilities), and (4) except as otherwise 
provided by Parts IV and VI of the PJM Tariff with respect to Merchant Network Upgrades, the 
requestor shall accept responsibility for ownership, construction, operation and maintenance of 
the enhancement or expansion through an undertaking satisfactory to the Office of the 
Interconnection. 
 
(k) For each enhancement or expansion that is included in the recommended plan, the plan 
shall consider, based on the planning analysis: other input from participants, including any 
indications of a willingness to bear cost responsibility for such enhancement or expansion; and, 
when applicable, relevant projects being undertaken to ensure the simultaneous feasibility of 
Stage 1A ARRs, to facilitate Incremental ARRs pursuant to the provisions of Section 7.8 of 
Schedule 1 of this Agreement, or to facilitate upgrades pursuant to Parts II, III, or VI of the PJM 
Tariff, and designate one or more Transmission Owners or other entities to construct, own and, 
unless otherwise provided, finance the recommended transmission enhancement or expansion.  
Any designation under this paragraph of one or more entities to construct, own and/or finance a 
recommended transmission enhancement or expansion shall also include a designation of partial 
responsibility among them. Nothing herein shall prevent any Transmission Owner or other entity 
designated to construct, own and/or finance a recommended transmission enhancement or 
expansion from agreeing to undertake its responsibilities under such designation jointly with 
other Transmission Owners or other entities. 
 
(l) Based on the planning analysis and other input from participants, including any 
indications of a willingness to bear cost responsibility for an enhancement or expansion, the 
recommended plan shall, for any enhancement or expansion that is included in the plan, 
designate (1) the Market Participant(s) in one or more Zones, or any other party that has agreed 
to fully fund upgrades pursuant to this Agreement or the PJM Tariff, that will bear cost 
responsibility for such enhancement or expansion, as and to the extent provided by any provision 
of the PJM Tariff or this Agreement, (2) in the event and to the extent that no provision of the 
PJM Tariff or this Agreement assigns cost responsibility, the Market Participant(s) in one or 
more Zones from which the cost of such enhancement or expansion shall be recovered through 
charges established pursuant to Schedule 12 of the Tariff, and (3) in the event and to the extent 
that the Coordinated System Plan developed under the Joint Operating Agreement Between the 
Midwest Independent System Operator, Inc. and PJM Interconnection, L.L.C. assigns cost 
responsibility, the Market Participant(s) in one or more Zones from which the cost of such 
enhancement or expansion shall be recovered. Any designation under clause (2) of the preceding 
sentence (A) shall further be based on the Office of the Interconnection’s assessment of the 
contributions to the need for, and benefits expected to be derived from, the pertinent 
enhancement or expansion by affected Market Participants and, (B) subject to FERC review and 
approval, shall be incorporated in any amendment to Schedule 12 of the PJM Tariff that 
establishes a Transmission Enhancement Charge Rate in connection with an economic expansion 
or enhancement developed under Sections 1.5.6(h) and 1.5.7 of this Schedule 6, (C) the costs 
associated with expansions and enhancements required to ensure the simultaneous feasibility of 
stage 1A Auction Revenue Rights allocated pursuant to Section 7 of Schedule 1 of this 



 

Page 714 

Agreement shall (1) be allocated across transmission zones based on each zone’s stage 1A 
eligible Auction Revenue Rights flow contribution to the total stage 1A eligible Auction 
Revenue Rights flow on the facility that limits stage 1A ARR feasibility and (2) within each 
transmission zone the Network Service Users and Transmission Customers that are eligible to 
receive stage 1A Auction Revenue Rights shall be the Responsible Customers under Section (b) 
of Schedule 12 of the PJM Tariff for all expansions and enhancements included in the Regional 
Transmission Expansion Plan to ensure the simultaneous feasibility of stage 1A Auction 
Revenue Rights, and (D) the costs associated with expansions and enhancements required to 
reduce to zero the Locational Price Adder for LDAs as described in Section 15 of Attachment 
DD of OATT shall (1) be allocated across Zones based on each Zone’s pro rata share of load in 
such LDA and (2) within each Zone, to all LSEs serving load in such LDA pro rata based on 
such load. 
 
Any designation under clause (3), above, (A) shall further be based on the Office of the 
Interconnection’s assessment of the contributions to the need for, and benefits expected to be 
derived from, the pertinent enhancement or expansion by affected Market Participants, and (B), 
subject to FERC review and approval, shall be incorporated in an amendment to a Schedule of 
the PJM Tariff which establishes a charge in connection with the pertinent enhancement or 
expansion.  Before designating fewer than all customers using Point-to-Point Transmission 
Service or Network Integration Transmission Service within a Zone as customers from which the 
costs of a particular enhancement or expansion may be recovered, Transmission Provider shall 
consult, in a manner and to the extent that it reasonably determines to be appropriate in each such 
instance, with affected state utility regulatory authorities and stakeholders. When the plan 
designates more than one responsible Market Participant, it shall also designate the proportional 
responsibility among them. Notwithstanding the foregoing, with respect to any facilities that the 
Regional Transmission Expansion Plan designates to be owned by an entity other than a 
Transmission Owner, the plan shall designate that entity as responsible for the costs of such 
facilities. 
 
(m) Certain Regional RTEP Project(s) and Subregional RTEP Project(s) may not be required 
for compliance with the following PJM criteria:  system reliability, market efficiency or 
operational performance, pursuant to a determination by the Office of the Interconnection.  
These Supplemental Projects shall be separately identified in the RTEP and are not subject to 
approval by the PJM Board. 
 
1.5.7 Development of Economic-based Enhancements or Expansions. 
 
(a) Each year the Transmission Expansion Advisory Committee shall review and comment 
on the assumptions to be used in performing the market efficiency analysis to identify 
enhancements or expansions that could relieve transmission constraints that have an economic 
impact (“economic constraints”).  Such assumptions shall include, but not be limited to, the 
discount rate used to determine the present value of the Total Annual Enhancement Benefit and 
Total Enhancement Cost, and the annual revenue requirement, including the recovery period, 
used to determine the Total Enhancement Cost.  The discount rate shall be based on the 
Transmission Owners’ most recent after-tax embedded cost of capital weighted by each 
Transmission Owner’s total transmission capitalization.  Each year, each Transmission Owner 
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will be requested to provide the Office of the Interconnection with the Transmission Owner’s 
most recent after-tax embedded cost of capital, total transmission capitalization, and levelized 
carrying charge rate, including the recovery period.  The recovery period shall be consistent with 
recovery periods allowed by the Commission for comparable facilities.  Prior to PJM Board 
consideration of such assumptions, the assumptions shall be presented to the Transmission 
Expansion Advisory Committee for review and comment.  Following review and comment by 
the Transmission Expansion Advisory Committee, the Office of the Interconnection shall submit 
the assumptions to be used in performing the market efficiency analysis described in this Section 
1.5.7 to the PJM Board for consideration. 
 
(b) Following PJM Board consideration of the assumptions, the Office of the Interconnection 
shall perform a market efficiency analysis to compare the costs and benefits of: (i) accelerating 
reliability-based enhancements or expansions already included in the Regional Transmission 
Plan that if accelerated also could relieve one or more economic constraints; (ii) modifying 
reliability–based enhancements or expansions already included in the Regional Transmission 
Plan that as modified would relieve one or more economic constraints; and (iii) adding new 
enhancements or expansions that could relieve one or more economic constraints, but for which 
no reliability-based need has been identified.  Economic constraints include, but are not limited 
to, constraints that cause:  (1) significant historical gross congestion; (2) pro-ration of Stage 1B 
ARR requests as described in section 7.4.2(c) of Schedule 1 of this Agreement; or (3) significant 
simulated congestion as forecasted in the market efficiency analysis.  The timeline for the market 
efficiency analysis and comparison of the costs and benefits for items 1.5.7(b)(i-iii) is described 
in the PJM Manuals. 
 
(c) The process for conducting the market efficiency analysis described in subsection (b) 
above shall include the following: 
 
(i) The Office of the Interconnection shall identify and provide to the Transmission 
Expansion Advisory Committee a list of economic constraints to be evaluated in the market 
efficiency analysis. 
 
(ii) The Office of the Interconnection shall identify any planned reliability-based 
enhancements or expansions already included in the Regional Transmission Expansion Plan, 
which if accelerated would relieve such constraints, and present any such proposed reliability-
based enhancements and expansions to be accelerated to the Transmission Expansion Advisory 
Committee for review and comment.  The PJM Board, upon consideration of the advice of the 
Transmission Expansion Advisory Committee, thereafter shall consider and vote to approve any 
accelerations. 
 
(iii) The Office of the Interconnection shall evaluate whether including any additional 
Economic-based Enhancements or Expansions in the Regional Transmission Expansion Plan or 
modifications of existing Regional Transmission Expansion Plan reliability-based enhancements 
or expansions would relieve an economic constraint.  In addition, pursuant to Section 1.5.8(c) of 
this Schedule 6, any market participant may submit to the Office of the Interconnection a 
proposal to construct an additional Economic-based Enhancement or Expansion to relieve an 
economic constraint.  Upon completion of its evaluation, including consideration of any eligible 
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market participant proposed Economic-based Enhancements or Expansions, the Office of the 
Interconnection shall present to the Transmission Expansion Advisory Committee a description 
of new Economic-based Enhancements or Expansions for review and comment.  Upon 
consideration and advice of the Transmission Expansion Advisory Committee, the PJM Board 
shall consider any new Economic-based Enhancements or Expansions for inclusion in the 
Regional Transmission Plan and for those enhancements and expansions it approves, the PJM 
Board shall designate (a) the entity or entities that will be responsible for constructing and 
owning or financing the additional Economic-based Enhancements or Expansions, (b) the 
estimated costs of such enhancements and expansions, and (c) the market participants that will 
bear responsibility for the costs of the additional Economic-based Enhancements or Expansions 
pursuant to Section 1.5.6(l) of this Schedule 6.  In the event the entity or entities designated as 
responsible for construction, owning or financing a designated new Economic-based 
Enhancement or Expansion declines to construct, own or finance the new Economic-based 
Enhancement or Expansion, the enhancement or expansion will not be included in the Regional 
Transmission Expansion Plan but will be included in the report filed with the FERC in 
accordance with Sections 1.6 and 1.7 of this Schedule 6.  This report also shall include 
information regarding PJM Board approved accelerations of reliability-based enhancements or 
expansions that an entity declines to accelerate. 
 
(d) To determine the economic benefits of accelerating or modifying planned reliability-
based enhancements or expansions or of constructing additional Economic-based Enhancements 
or Expansions and whether such Economic-based Enhancements or Expansion are eligible for 
inclusion in the Regional Transmission Expansion Plan, the Office of the Interconnection shall 
perform and compare market simulations with and without the proposed accelerated or modified 
planned reliability-based enhancements or expansions or the additional Economic-based 
Enhancements or Expansions as applicable, using the Benefit/Cost Ratio calculation set forth 
below in this Section 1.5.7(d).  An Economic-based Enhancement or Expansion shall be included 
in the Regional Transmission Expansion Plan recommended to the PJM Board, if the relative 
benefits and costs of the Economic-based Enhancement or Expansion meet a Benefit/Cost Ratio 
Threshold of at least 1.25:1.  
 
 The Benefit/Cost Ratio shall be determined as follows: 
 

Benefit/Cost Ratio = [Present value of the Total Annual Enhancement Benefit for each of 
the first 15 years of the life of the enhancement or expansion] ÷ [Present value of the 
Total Enhancement Cost for each of the first 15 years of the life of the enhancement or 
expansion] 

 
  Where 
 

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing 
Model Benefit 

 
  and 
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For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(i) of Schedule 12 of the PJM Tariff the Energy 
Market Benefit is as follows: 

 
Energy Market Benefit = [.50] * [Change in Total Energy Production 
Cost] + [.50] * [Change in Load Energy Payment]  

 
For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(v) of Schedule 12 of the PJM Tariff the Energy 
Market Benefit is as follows: 
 
 Energy Market Benefit = [1] * [Change in Load Energy Payment] 

   and 
 

Change in Total Energy Production Cost = [the estimated total 
annual fuel costs, variable O&M costs, and emissions costs of the 
dispatched resources in the PJM Region without the Economic-
based Enhancement or Expansion] – [the estimated total annual 
fuel costs, variable O&M costs, and emissions costs of the 
dispatched resources in the PJM Region with the Economic-based 
Enhancement or Expansion].  The change in costs for purchases 
from outside of the PJM Region and sales to outside the PJM 
Region will be captured, if appropriate.  Purchases will be valued 
at the Load Weighted LMP and sales will be valued at the 
Generation Weighted LMP. 

 
   and 
 

Change in Load Energy Payment = [the annual sum of (the hourly 
estimated zonal load megawatts for each Zone) * (the hourly 
estimated zonal Locational Marginal Price for each Zone without 
the Economic-based Enhancement or Expansion)] – [the annual 
sum of (the hourly estimated zonal load megawatts for each Zone) 
* (the hourly estimated zonal Locational Marginal Price for each 
Zone with the Economic-based Enhancement or Expansion)] – [the 
change in value of  transmission rights for each Zone with the 
Economic-based Enhancement or Expansion (as measured using 
currently allocated Auction Revenue Rights plus additional 
Auction Revenue Rights made available by the proposed 
acceleration or modification of the planned reliability-based 
enhancement or expansion or new Economic-based Enhancement 
or Expansion)].  The Change in the Load Energy Payment shall be 
the sum of the Change in the Load Energy Payment only of the 
Zones that show a decrease in the Load Energy Payment.  

 
  And 
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For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(i) of Schedule 12 of the PJM Tariff the 
Reliability Pricing Benefit is as follows: 

 
Reliability Pricing Benefit = [.50] * [Change in Total System Capacity 
Cost] + [.50] * [Change in Load Capacity Payment] 

 
   and 
 

For economic-based enhancements or expansions for which cost responsibility is 
assigned pursuant to Section (b)(v) of Schedule 12 of the PJM Tariff the 
Reliability Pricing Benefit is as follows: 
 
Reliability Pricing Benefit = [1] * [Change in Load Capacity Payment] 
 

Change in Total System Capacity Cost = [the sum of (the 
megawatts that are estimated to be cleared in the Base Residual 
Auction under Attachment DD of the PJM Tariff) * (the prices that 
are estimated to be contained in the Sell Offers for each such 
cleared megawatt without the Economic-based Enhancement or 
Expansion) * (the number of days in the study year)] – [the sum of 
(the megawatts that are estimated to be cleared in the Base 
Residual Auction under Attachment DD of the PJM Tariff) * (the 
prices that are estimated to be contained in the Sell Offers for each 
such cleared megawatt with the Economic-based Enhancement or 
Expansion) * (the number of days in the study year)] 

 
   and 
 

Change in Load Capacity Payment = [the sum of (the estimated 
zonal load megawatts in each Zone) * (the estimated Final Zonal 
Capacity Prices under Attachment DD of the PJM Tariff without 
the Economic-based Enhancement or Expansion) * (the number of 
days in the study year)] – [the sum of (the estimated zonal load 
megawatts in each Zone) * (the estimated Final Zonal Capacity 
Prices under Attachment DD of the PJM Tariff with the Economic-
based Enhancement or Expansion) * (the number of days in the 
study year)].  The Change in Load Capacity Payment shall take 
account of the change in value of Capacity Transfer Rights in each 
Zone, including any additional Capacity Transfer Rights made 
available by the proposed acceleration or modification of the 
planned reliability-based enhancement or expansion or new 
Economic-based Enhancement or Expansion.  The Change in the 
Load Capacity Payment shall be the sum of the change in the Load 
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Capacity Payment only of the Zones that show a decrease in the 
Load Capacity Payment.  

 
  and 
 

Total Enhancement Cost (except for accelerations of planned reliability-
based enhancements or expansions) = the estimated annual revenue 
requirement for the Economic-based Enhancement or Expansion. 
 
Total Enhancement Cost (for accelerations of planned reliability-based 
enhancements or expansions) = the estimated change in annual revenue 
requirement resulting from the acceleration of the planned reliability-
based enhancement or expansion, taking account of all of the costs 
incurred that would not have been incurred but for the acceleration of the 
planned reliability-based enhancement or expansion. 

 
(e) For informational purposes only, to assist the Office of the Interconnection and the 
Transmission Expansion Advisory Committee in evaluating the economic benefits of 
accelerating planned reliability-based enhancements or expansions or of constructing a new 
Economic-based Enhancement or Expansion, the Office of the Interconnection shall calculate 
and post on the PJM website the change in the following metrics on a zonal and system-wide 
basis: (i) total energy production costs (fuel costs, variable O&M costs and emissions costs);(ii) 
total load energy payments (zonal load MW times zonal load Locational Marginal Price); (iii) 
total generator revenue from energy production (generator MW times generator Locational 
Marginal Price); (iv) Financial Transmission Right credits (as measured using currently allocated 
Auction Revenue Rights plus additional Auction Revenue Rights made available by the proposed 
acceleration or modification of a planned reliability-based enhancement or expansion or new 
Economic-based Enhancement or Expansion); (v) marginal loss surplus credit; and (vi) total 
capacity costs and load capacity payments under the Office of the Interconnection’s 
Commission-approved capacity construct.   
 
(f) To assure that new Economic-based Enhancements or Expansions included in the 
Regional Transmission Expansion Plan continue to be cost beneficial, the Office of the 
Interconnection annually shall review the costs and benefits of constructing such enhancements 
and expansions.  In the event that there are changes in these costs and benefits, the Office of the 
Interconnection shall review the changes in costs and benefits with the Transmission Expansion 
Advisory Committee and recommend to the PJM Board whether the new Economic-based 
Enhancements or Expansions continue to provide measurable benefits, as determined in 
accordance with subsection (d), and should remain in the Regional Transmission Expansion 
Plan.  The annual review of the costs and benefits of constructing new Economic-based 
Enhancements or Expansions included in the Regional Transmission Expansion Plan shall 
include review of changes in cost estimates of the Economic-based Enhancement or Expansion, 
and changes in system conditions, including but not limited to, changes in load forecasts, and 
anticipated Merchant Transmission Facilities, generation, and demand response, consistent with 
the requirements of Section 1.5.7(i) of this Schedule 6. 
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(g) For new economic enhancements or expansions with costs in excess of $50 million, an 
independent review of such costs shall be performed to assure both consistency of estimating 
practices and that the scope of the new Economic-based Enhancements or Expansions is 
consistent with the new Economic-based Enhancements or Expansions as recommended in the 
market efficiency analysis. 
 
(h) At any time, market participants may submit to the Office of the Interconnection requests 
to interconnect Merchant Transmission Facilities or generation facilities pursuant to Parts IV and 
VI of the PJM Tariff that could address an economic constraint.  In the event the Office of the 
Interconnection determines that the interconnection of such facilities would relieve an economic 
constraint, the Office of the Interconnection may designate the project as a “market solution” 
and, in the event of such designation, Section 216 of the PJM Tariff, as applicable, shall apply to 
the project. 
 
(i) The assumptions used in the market efficiency analysis described in subsection (b) and 
any review of costs and benefits pursuant to subsection (f) shall include, but not be limited to, the 
following: 
 

(i) Timely installation of Qualifying Transmission Upgrades, that are 
committed to the PJM Region as a result of any Reliability Pricing 
Model Auction pursuant to Attachment DD of the PJM Tariff or 
any FRR Capacity Plan pursuant to Schedule 8.1 of the Reliability 
Assurance Agreement Among Load-Serving Entities in the PJM 
Region (“Reliability Assurance Agreement”). 

 
(ii) Availability of Generation Capacity Resources, that are committed 

to the PJM Region as a result of any Reliability Pricing Model 
Auction pursuant to Attachment DD of the PJM Tariff or any FRR 
Capacity Plan pursuant to Schedule 8.1 of the Reliability 
Assurance Agreement. 

 
(iii) Availability of Demand Resources that are committed to the PJM 

Region as a result of any Reliability Pricing Model Auction 
pursuant to Attachment DD of the PJM Tariff or any FRR 
Capacity Plan pursuant to Schedule 8.1 of the Reliability 
Assurance Agreement. 

 
(iv) Addition of Customer Facilities pursuant to an executed 

Interconnection Service Agreement, Facility Study Agreement or 
executed Interim Interconnection Service Agreement for which 
Interconnection Service Agreement is expected to be executed.  
Facilities with an executed Facilities Study Agreement may be 
excluded by the Office of the Interconnection after review with the 
Transmission Expansion Advisory Committee. 
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(v) Addition of Customer-Funded Upgrades pursuant to an executed 
Interconnection Construction Service Agreement or an Upgrade 
Construction Service Agreement. 

 
(vi) Expected level of demand response over at least the ensuing fifteen 

years based on analyses that consider historic levels of demand 
response, expected demand response growth trends, impact of 
capacity prices, current and emerging technologies.  

 
(vii) Expected levels of potential new generation and generation 

retirements over at least the ensuing fifteen years based on 
analyses that consider generation trends based on existing 
generation on the system, generation in the PJM interconnection 
queues and Capacity Resource Clearing Prices under Attachment 
DD of the PJM Tariff. If the Office of the Interconnection finds 
that the PJM reserve requirement is not met in any of its future 
year market efficiency analyses then it will model adequate future 
generation based on type and location of generation in existing 
PJM interconnection queues and, if necessary, add transmission 
enhancements to address congestion that arises from such 
modeling. 

 
(viii) Items (i) through (v) will be included in the market efficiency 

assumptions if qualified for consideration by the PJM Board.  In 
the event that any of the items listed in (i) through (v) above 
qualify for inclusion in the market efficiency analysis assumptions, 
however, because of the timing of the qualification the item was 
not included in the assumptions used in developing the most recent 
Regional Transmission Expansion Plan, the Office of the 
Interconnection, to the extent necessary, shall notify any entity 
constructing an Economic-based Enhancement or Expansion that 
may be affected by inclusion of such item in the assumptions for 
the next market efficiency analysis described in subsection (b) and 
any review of costs and benefits pursuant to subsection (f) that the 
need for the Economic-based Enhancement or Expansion may be 
diminished or obviated as a result of the inclusion of the qualified 
item in the assumptions for the next annual market efficiency 
analysis or review of costs and benefits. 

 
(j) For informational purposes only, with regard to Economic-based Enhancements or 
Expansions that are included in the Regional Transmission Expansion Plan pursuant to 
subsection (d) of this Section 1.5.7, the Office of the Interconnection shall perform sensitivity 
analyses consistent with Section 1.5.3 of this Schedule 6 and shall provide the results of such 
sensitivity analyses to the Transmission Expansion Advisory Committee. 
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1.5.8 Development of Long-lead Projects, Short-term Projects, Immediate-need 
Reliability Projects, and Economic-based Enhancements or Expansions. 
 
(a) Pre-Qualification Process.   
 
 (a)(1) On September 1 of each year, the Office of the Interconnection shall open a 
thirty-day pre-qualification window for entities, including existing Transmission Owners and 
Nonincumbent Developers, to submit to the Office of the Interconnection: (i) applications to pre-
qualify as eligible to be a Designated Entity; or (ii) updated information as described in Section 
1.5.8(a)(3) of this Schedule 6.  Pre-qualification applications shall contain the following 
information:  (i) name and address of the entity; (ii) the technical and engineering qualifications 
of the entity or its affiliate, partner, or parent company; (iii) the demonstrated experience of the 
entity or its affiliate, partner, or parent company to develop, construct, maintain, and operate 
transmission facilities, including a list or other evidence of transmission facilities the entity, its 
affiliate, partner, or parent company previously developed, constructed, maintained, or operated; 
(iv) the previous record of the entity or its affiliate, partner, or parent company regarding 
construction, maintenance, or operation of transmission facilities both inside and outside of the 
PJM Region; (v) the capability of the entity or its affiliate, partner, or parent company to adhere 
to standardized construction, maintenance and operating practices; (vi) the financial statements 
of the entity or its affiliate, partner, or parent company for the most recent fiscal quarter, as well 
as the most recent three fiscal years, or the period of existence of the entity, if shorter, or such 
other evidence demonstrating an entity’s or its affiliate’s, partner’s, or parent company’s current 
and expected financial capability acceptable to the Office of the Interconnection; (vii) a 
commitment by the entity to execute the Consolidated Transmission Owners Agreement, if the 
entity becomes a Designated Entity; (viii) evidence demonstrating the ability of the entity or its 
affiliate, partner, or parent company to address and timely remedy failure of facilities; (ix) a 
description of the experience of the entity or its affiliate, partner, or parent company in acquiring 
rights of way; and (x) such other supporting information that the Office of Interconnection 
requires to make the pre-qualification determinations consistent with this Section 1.5.8(a).   
 
 (a)(2) No later than October 31, the Office of the Interconnection shall notify the entities 
that submitted pre-qualification applications or updated information during the annual thirty-day 
pre-qualification window, whether they are, or will continue to be, pre-qualified as eligible to be 
a Designated Entity.  In the event the Office of the Interconnection determines that an entity (i) is 
not, or no longer will continue to be, pre-qualified as eligible to be a Designated Entity, or (ii) 
provided insufficient information to determine pre-qualification, the Office of the 
Interconnection shall inform that the entity it is not pre-qualified and include in the notification 
the basis for its determination.  The entity then may submit additional information, which the 
Office of the Interconnection shall consider in re-evaluating whether the entity is, or will 
continue to be, pre-qualified as eligible to be a Designated Entity.  If the entity submits 
additional information by November 30, the Office of the Interconnection shall notify the entity 
of the results of its re-evaluation no later than December 15.  If the entity submits additional 
information after November 30, the Office of the Interconnection shall use reasonable efforts to 
re-evaluate the application, with the additional information, and notify the entity of its 
determination as soon as practicable.  No later than December 31, the Office of the 
Interconnection shall post on the PJM website the list of entities that are pre-qualified as eligible 
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to be Designated Entities.  If an entity is notified by the Office of the Interconnection that it does 
not pre-qualify or will not continue to be pre-qualified as eligible to be a Designated Entity, such 
entity may request dispute resolution pursuant to Schedule 5 of the Operating Agreement.   
 
 (a)(3) If an entity was pre-qualified as eligible to be a Designated Entity in the previous 
year, such entity is not required to re-submit information to pre-qualify with respect to the 
upcoming year.  In the event the information on which the entity’s pre-qualification is based 
changes with respect to the upcoming year, such entity must submit to the Office of the 
Interconnection all updated information during the annual thirty-day pre-qualification window 
and the timeframes for notification in Section 1.5.8(a)(2) of this Schedule 6 shall apply.   In the 
event the information on which the entity’s pre-qualification is based changes with respect to the 
current year, such entity must submit to the Office of the Interconnection all updated information 
at the time the information changes and the Office of the Interconnection shall use reasonable 
efforts to evaluate the updated information and notify the entity of its determination as soon as 
practicable.   
 
 (a)(4) As determined by the Office of the Interconnection, an entity may submit a pre-
qualification application outside the annual thirty-day pre-qualification window for good cause 
shown.  For a pre-qualification application received outside of the annual thirty-day pre-
qualification window, the Office of the Interconnection shall use reasonable efforts to process the 
application and notify the entity as to whether it pre-qualifies as eligible to be a Designated 
Entity as soon as practicable.   
 
 (a)(5) To be designated as a Designated Entity for any project proposed pursuant to 
Section 1.5.8 of this Schedule 6, existing Transmission Owners and Nonincumbent Developers 
must be pre-qualified as eligible to be a Designated Entity pursuant to this Section 1.5.8(a).  This 
Section 1.5.8(a) shall not apply to entities that desire to propose projects for inclusion in the 
recommended plan but do not intend to be a Designated Entity. 
 
(b) Posting of Transmission System Needs.  Upon identification of existing and projected 
limitations on the Transmission System’s physical, economic and/or operational capability or 
performance in the enhancement and expansion analysis process described in this Schedule 6 and 
the PJM Manuals, and after consideration of non-transmission solutions, the Office of the 
Interconnection shall post on the PJM website the violations, system conditions, and economic 
constraints, and Public Policy Requirements, including (i) federal Public Policy Requirements; 
(ii) state Public Policy Requirements identified or agreed-to by the states in the PJM Region, 
which could be addressed by potential Short-term Projects, Long-lead Projects or projects 
determined pursuant to the State Agreement Approach in Section 1.5.9 of this Schedule 6, as 
applicable.  The Office of the Interconnection also shall post an explanation regarding why 
transmission needs associated with federal or state Public Policy Requirements were identified 
but were not selected for further evaluation.   
 
 
(c) Project Proposal Windows.  The Office of the Interconnection shall provide notice to 
stakeholders of a 30-day proposal window for Short-term Projects and a 120-day proposal 
window for Long-lead Projects and Economic-based Enhancements or Expansions.  The Office 
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of Interconnection may shorten a proposal window should an identified need require a shorter 
proposal window to meet the needed in-service date of the proposed enhancements or 
expansions, or extend a proposal window as needed to accommodate updated information 
regarding system conditions.  The Office of the Interconnection may shorten or lengthen a 
proposal window that is not yet opened based on one or more of the following criteria: (1) 
complexity of the violation or system condition; and (2) whether there is sufficient time 
remaining in the relevant planning cycle to accommodate a standard proposal window and timely 
address the violation or system condition.  The Office of the Interconnection may lengthen a 
proposal window that already is opened based on or more of the following criteria: (i) changes in 
assumptions or conditions relating to the underlying need for the project, such as load growth or 
Reliability Pricing Model auction results; (ii) availability of new or changed information 
regarding the nature of the violations and the facilities involved; and (iii) time remaining in the 
relevant proposal window.  In the event that the Office of the Interconnection determines to 
lengthen or shorten a proposal window, it will post on the PJM website the new proposal 
window period and an explanation as to the reasons for the change in the proposal window 
period.  During these windows, the Office of the Interconnection will accept proposals from 
existing Transmission Owners and Nonincumbent Developers for potential enhancements or 
expansions to address the posted violations, system conditions, economic constraints, as well as 
Public Policy Requirements.   
 
 (c)(1) All proposals submitted in the proposal windows must contain:  (i) the name and 
address of the proposing entity; (ii) a statement whether the entity intends to be the Designated 
Entity for the proposed project; (iii) the location of proposed project, including source and sink, 
if applicable; (iv) relevant engineering studies, and other relevant information as described in the 
PJM Manuals pertaining to the proposed project; (v) a proposed initial construction schedule 
including projected dates on which needed permits are required to be obtained in order to meet 
the required in-service date; (vi) cost estimates and analyses that provide sufficient detail for the 
Office of Interconnection to review and analyze the proposed cost of the project; and (vii) with 
the exception of project proposals with cost estimates submitted with the proposals that are under 
$20 million, a non-refundable fee must be submitted with each proposal, by each proposing 
entity who indicates an intention to be the Designated Entity, as follows:  a non-refundable fee in 
the amount of $5,000 for each project with a cost estimate submitted with the proposal that is 
equal to or greater than $20 million and less than $100 million and a non-refundable fee in the 
amount of $30,000 for each project with a cost estimate submitted with the proposal that is equal 
to $100 million or greater.  
 
 (c)(2) Proposals from all entities (both existing Transmission Owners and 
Nonincumbent Developers) that indicate the entity intends to be a Designated Entity, also must 
contain information to the extent not previously provided pursuant to Section 1.5.8(a) 
demonstrating:  (i) technical and engineering qualifications of the entity, its affiliate, partner, or 
parent company relevant to construction, operation, and maintenance of the proposed project; (ii) 
experience of the entity, its affiliate, partner, or parent company in developing, constructing, 
maintaining, and operating the type of transmission facilities contained in the project proposal; 
(iii) the emergency response capability of the entity that will be operating and maintaining the 
proposed project; (iv) evidence of transmission facilities the entity, its affiliate, partner, or parent 
company previously constructed, maintained, or operated; (v) the ability of the entity or its 
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affiliate, partner, or parent company to obtain adequate financing relative to the proposed project, 
which may include a letter of intent from a financial institution approved by the Office of the 
Interconnection or such other evidence of the financial resources available to finance the 
construction, operation, and maintenance of the proposed project; (vi) the managerial ability  of 
the entity, its affiliate, partner, or parent company to contain costs and adhere to construction 
schedules for the proposed project, including a description of verifiable past achievement of 
these goals; (vii) a demonstration of other advantages the entity may have to construct, operate, 
and maintain  the proposed project, including any cost commitment the entity may wish to 
submit; and (viii) any other information that may assist the Office of the Interconnection in 
evaluating the proposed project.   
 
 (c)(3) The Office of the Interconnection may request additional reports or information 
from an existing Transmission Owner or Nonincumbent Developers that it determines are 
reasonably necessary to evaluate its specific project proposal pursuant to the criteria set forth in 
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6.  If the Office of the Interconnection determines 
any of the information provided in a proposal is deficient or it requires additional reports or 
information to analyze the submitted proposal, the Office of the Interconnection shall notify the 
proposing entity of such deficiency or request.  Within 10 Business Days of receipt of the 
notification of deficiency and/or request for additional reports or information, or other reasonable 
time period as determined by the Office of the Interconnection, the proposing entity shall provide 
the necessary information.   
 
 (c)(4) The request for additional reports or information by the Office of the 
Interconnection pursuant to Section 1.5.8(c)(3) of this Schedule 6 may be used only to clarify a 
proposed project as submitted.  In response to the Office of the Information’s request for 
additional reports or information, the proposing entity (whether an existing Transmission Owner 
or Nonincumbent Developer) may not submit a new project proposal or modifications to a 
proposed project once the proposal window is closed.  In the event that the proposing entity fails 
to timely cure the deficiency or provide the requested reports or information regarding a 
proposed project, the proposed project will not be considered for inclusion in the recommended 
plan.   
 
 (c)(5) Within 30 days of the closing of the proposal window, the Office of the 
Interconnection may notify the proposing entity that additional per project fees are required if the 
Office of the Interconnection determines the proposing entity’s submittal includes multiple 
project proposals. Within 10 Business Days of receipt of the notification of insufficient funds by 
the Office of the Interconnection, the proposing entity shall submit such funds or notify the 
Office of the Interconnection which of the project proposals the Office of the Interconnection 
should evaluate based on the fee(s) submitted. 
 
(d) Posting and Review of Projects.  Following the close of a proposal window, the Office 
of the Interconnection shall post on the PJM website all proposals submitted pursuant to Section 
1.5.8(c) of this Schedule 6.  All proposals addressing state Public Policy Requirements shall be 
provided to the applicable states in the PJM Region for review and consideration as a 
Supplemental Project or a state public policy project consistent with Section 1.5.9 of this 
Schedule 6.  The Office of the Interconnection shall review all proposals submitted during a 
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proposal window and determine and present to the Transmission Expansion Advisory Committee 
the proposals that merit further consideration for inclusion in the recommended plan.  In making 
this determination, the Office of the Interconnection shall consider the criteria set forth in 
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6.  The Office of the Interconnection shall post on 
the PJM website and present to the Transmission Expansion Advisory Committee for review and 
comment descriptions of the proposed enhancements and expansions, including any proposed 
Supplemental Projects or state public policy projects identified by a state(s).  Based on review 
and comment by the Transmission Expansion Advisory Committee, the Office of the 
Interconnection may, if necessary conduct further study and evaluation.  The Office of the 
Interconnection shall post on the PJM website and present to the Transmission Expansion 
Advisory Committee the revised enhancements and expansions for review and comment.  After 
consultation with the Transmission Expansion Advisory Committee, the Office of the 
Interconnection shall determine the more efficient or cost-effective transmission enhancements 
and expansions for inclusion in the recommended plan consistent with this Schedule 6.   
 
(e) Criteria for Considering Inclusion of a Project in the Recommended Plan.  In 
determining whether a Short-term Project or Long-lead Project proposed pursuant to Section 
1.5.8(c), individually or in combination with other Short-term Projects or Long-lead Projects, is 
the more efficient or cost-effective solution and therefore should be included in the 
recommended plan, the Office of the Interconnection, taking into account sensitivity studies and 
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall consider the 
following criteria, to the extent applicable:  (i) the extent to which a Short-term Project or Long-
lead Project would address and solve the posted violation, system condition, or economic 
constraint; (ii) the extent to which the relative benefits of the project meets a Benefit/Cost Ratio 
Threshold of at least 1.25:1 as calculated pursuant to Section 1.5.7(d) of this Schedule 6; (iii) the 
extent to which the Short-term Project or Long-lead Project would have secondary benefits, such 
as addressing additional or other system reliability, operational performance, economic 
efficiency issues or federal Public Policy Requirements or state Public Policy Requirements 
identified by the states in the PJM Region; and (iv) other factors such as cost-effectiveness, the 
ability to timely complete the project, and project development feasibility.   
 
(f) Entity-Specific Criteria Considered in Determining the Designated Entity for a 
Project.  In determining whether the entity proposing a Short-term Project or a Long-lead 
Project recommended for inclusion in the plan shall be the Designated Entity, the Office of the 
Interconnection shall consider:  (i) whether in its proposal, the entity indicated its intent to be the 
Designated Entity; (ii) whether the entity is pre-qualified to be a Designated Entity pursuant to 
Section 1.5.8(a); (iii) information provided either in the proposing entity’s submission  pursuant 
to Section 1.5.8(a) or 1.5.8(c)(2) relative to the specific proposed project that demonstrates:  (1) 
the technical and engineering experience of the entity or its affiliate, partner, or parent company, 
including its previous record regarding construction, maintenance, and operation of transmission 
facilities relative to the project proposed; (2) ability of the entity or its affiliate, partner, or parent 
company to construct, maintain, and operate transmission facilities, as proposed, (3) capability of 
the entity to adhere to standardized construction, maintenance, and operating practices, including 
the capability for emergency response and restoration of damaged equipment; (4) experience of 
the entity in acquiring rights of way; (5) evidence of the ability of the entity, its affiliate, partner, 
or parent company to secure a financial commitment from an approved financial institution(s) 
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agreeing to finance the construction, operation, and maintenance of the project, if it is accepted 
into the recommended plan; and (iv) any other factors that may be relevant to the proposed 
project, including but not limited to whether the proposal includes the entity’s previously 
designated project(s) included in the plan.   
 
(g) Procedures if No Long-lead Project or Economic-based Enhancement or Expansion 
Proposal is Determined to be the More Efficient or Cost-Effective Solution.  If the Office of 
the Interconnection determines that none of the proposed Long-lead Projects received during the 
Long-lead Project proposal window would be the more efficient or cost-effective solution to 
resolve a posted violation, or system condition, the Office of the Interconnection may re-evaluate 
and re-post on the PJM website the unresolved violations, or system conditions pursuant to 
Section 1.5.8(b), provided such re-evaluation and re-posting would not affect the ability of the 
Office of the Interconnection to timely address the identified reliability need.  In the event that 
re-posting and conducting such re-evaluation would prevent the Office of the Interconnection 
from timely addressing the existing and projected limitations on the Transmission System that 
give rise to the need for an enhancement or expansion, the Office of the Interconnection shall 
propose a project to solve the posted violation, or system condition for inclusion in the 
recommended plan and shall present such project to the Transmission Expansion Advisory 
Committee for review and comment.  The Transmission Owner(s) in the Zone(s) where the 
project is to be located shall be the Designated Entity(ies) for such project.  In determining 
whether there is insufficient time for re-posting and re-evaluation, the Office of the 
Interconnection shall develop and post on the PJM website a transmission solution construction 
timeline for input and review by the Transmission Expansion Advisory Committee that will 
include factors such as, but not limited to: (i) deadlines for obtaining regulatory approvals, (ii) 
dates by which long lead equipment should be acquired, (iii) the time necessary to complete a 
proposed solution to meet the required in-service date, and (iv) other time-based factors 
impacting the feasibility of achieving the required in-service date.  Based on input from the 
Transmission Expansion Advisory Committee and the time frames set forth in the construction 
timeline, the Office of the Interconnection shall determine whether there is sufficient time to 
conduct a re-evaluation and re-post and timely address the existing and projected limitations on 
the Transmission System that give rise to the need for an enhancement or expansion.  To the 
extent that an economic constraint remains unaddressed, the economic constraint will be re-
evaluated and re-posted. 
 
(h) Procedures if No Short-term Project Proposal is Determined to be the More 
Efficient or Cost-Effective Solution.  If the Office of the Interconnection determines that none 
of the proposed Short-term Projects received during a Short-term Project proposal window 
would be the more efficient or cost-effective solution to resolve a posted violation or system 
condition, the Office of the Interconnection shall propose a Short-term Project to solve the 
posted violation, or system condition for inclusion in the recommended plan and will present 
such Short-term Project to the Transmission Expansion Advisory Committee for review and 
comment.  The Transmission Owner(s) in the Zone(s) where the Short-term Project is to be 
located shall be the Designated Entity(ies) for the Project.   
 
(i) Notification of Designated Entity.  Within 10 Business Days of PJM Board approval of 
the Regional Transmission Expansion Plan, the Office of the Interconnection shall notify the 
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entities that have been designated as the Designated Entities for projects included in the Regional 
Transmission Expansion Plan of such designations.  In such notices, the Office of the 
Interconnection shall provide:  (i) the needed in-service date of the project; and (ii) a date by 
which all necessary state approvals should be obtained to timely meet the needed in-service date 
of the project.  The Office of the Interconnection shall use these dates as part of its on-going 
monitoring of the progress of the project to ensure that the project is completed by its needed in-
service date.  
 
(j) Acceptance of Designation.  Within 30 days of receiving notification of its designation 
as a Designated Entity, the existing Transmission Owner or Nonincumbent Developer shall 
notify the Office of the Interconnection of its acceptance of such designation and submit to the 
Office of the Interconnection a development schedule, which shall include, but not be limited to, 
milestones necessary to develop and construct the project to achieve the required in-service date, 
including milestone dates for obtaining all necessary authorizations and approvals, including but 
not limited to, state approvals.  For good cause shown, the Office of the Interconnection may 
extend the deadline for submitting the development schedule.  The Office of the Interconnection 
then shall review the development schedule and within 15 days or other reasonable time as 
required by the Office of the Interconnection:  (i) notify the Designated Entity of any issues 
regarding the development schedule identified by the Office of the Interconnection that may 
need to be addressed to ensure that the project meets its needed in-service date; and (ii) tender to 
the Designated Entity an executable Designated Entity Agreement setting forth the rights and 
obligations of the parties.  To retain its status as a Designated Entity, within 60 days of receiving 
notification of its designation (or other such period as mutually agreed upon by the Office of the 
Interconnection and the Designated Entity), the Designated Entity (both existing Transmission 
Owners and Nonincumbent Developers) shall submit to the Office of the Interconnection a letter 
of credit as determined by the Office of Interconnection to cover the incremental costs of 
construction resulting from reassignment of the project, and return to the Office of the 
Interconnection an executed Designated Entity Agreement containing a mutually agreed upon 
development schedule.  In the alternative, the Designated Entity may request dispute resolution 
pursuant to Schedule 5 of this Agreement, or request that the Designated Entity Agreement be 
filed unexecuted with the Commission.   
 
(k) Failure of Designated Entity to Meet Milestones.  In the event the Designated Entity 
fails to comply with one or more of the requirements of Section 1.5.8(j); or fails to meet a 
milestone in the development schedule set forth in the Designated Entity Agreement that causes 
a delay of the project’s in-service date, the Office of the Interconnection shall re-evaluate the 
need for the Short-term Project or Long-lead Project, and based on that re-evaluation may:  (i) 
retain the Short-term Project or Long-lead Project in the Regional Transmission Expansion Plan; 
(ii) remove the Short-term Project or Long-lead Project from the Regional Transmission 
Expansion Plan; or (iii) include an alternative solution in the Regional Transmission Expansion 
Plan.  If the Office of the Interconnection retains the Short-term or Long-term Project in the 
Regional Transmission Expansion Plan, it shall determine whether the delay is beyond the 
Designated Entity’s control and whether to retain the Designated Entity or to designate the 
Transmission Owner(s) in the Zone(s) where the project is located as Designated Entity(ies) for 
the Short-term Project or Long-lead Project.  If the Designated Entity is the Transmission 
Owner(s) in the Zone(s) where the project is located, the Office of the Interconnection shall seek 



 

Page 729 

recourse through the Consolidated Transmission Owners Agreement or FERC, as appropriate.  
Any modifications to the Regional Transmission Expansion Plan pursuant to this section shall be 
presented to the Transmission Expansion Advisory Committee for review and comment and 
approved by the PJM Board. 
 
(l) Transmission Owners Required to be the Designated Entity.  Notwithstanding 
anything to the contrary in this Section 1.5.8, in all events, the Transmission Owner(s) in whose 
Zone(s) a project proposed pursuant to Section 1.5.8(c) of this Schedule 6 is to be located will be 
the Designated Entity for the project, when the Short-term Project or Long-lead Project is:  (i) a 
Transmission Owner Upgrade; (ii) located solely within a Transmission Owner’s Zone and the 
costs of the project are allocated solely to the Transmission Owner’s Zone; or (iii) located solely 
within a Transmission Owner’s Zone and is not selected in the Regional Transmission Expansion 
Plan for purposes of cost allocation. 
 
(m) Immediate-need Reliability Projects:   
 
 (m)(1) Pursuant to the expansion planning process set forth in Sections 1.5.1 through 
1.5.6 of Schedule 6, the Office of the Interconnection shall identify immediate reliability needs 
that must be addressed within three years or less.  The Office of the Interconnection shall 
develop Immediate-need Reliability Projects for which a proposal window pursuant to Section 
1.5.8(m)(2) is infeasible.  The Office of the Interconnection shall consider the following factors 
in determining the infeasibility of such a proposal window: (i) nature of the reliability criteria 
violation; (ii) nature and type of potential solution required; and (iii) projected construction time 
for a potential solution to the type of reliability criteria violation to be addressed.  The Office of 
the Interconnection shall post on the PJM website for review and comment by the Transmission 
Expansion Advisory Committee and other stakeholders descriptions of the Immediate-need 
Reliability Projects for which a proposal window pursuant to Section 1.5.8(m)(2) is infeasible.  
The descriptions shall include an explanation of the decision to designate the Transmission 
Owner as the Designated Entity for the Immediate-need Reliability Project rather than 
conducting a proposal window pursuant to Section 1.5.8(m)(2), including an explanation of the 
time-sensitive need for the Immediate-need Reliability Project, other transmission and non-
transmission options that were considered but concluded would not sufficiently address the 
immediate reliability need, the circumstances that generated the immediate reliability need, and 
why the immediate reliability need was not identified earlier.  After the descriptions are posted 
on the PJM website, stakeholders shall have reasonable opportunity to provide comments to the 
Office of the Interconnection.  All comments received by the Office of the Interconnection shall 
be publicly available on the PJM website.  Based on the comments received from stakeholders 
and the review by Transmission Expansion Advisory Committee, the Office of the 
Interconnection shall, if necessary, conduct further study and evaluation and post a revised 
recommended plan for review and comment by the Transmission Expansion Advisory 
Committee.  The PJM Board shall approve the Immediate-need Reliability Projects for inclusion 
in the recommended plan.  In January of each year, the Office of the Interconnection shall post 
on the PJM website and file with the Commission for informational purposes a list of the 
Immediate-need Reliability Projects for which an existing Transmission Owner was designated 
in the prior year as the Designated Entity in accordance with this Section 1.5.8(m)(1).  The list 
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shall include the need-by date of Immediate-need Reliability Project and the date the 
Transmission Owner actually energized the Immediate-need Reliability Project. 
 
 (m)(2) If, in the judgment of the Office of the Interconnection, there is sufficient time for 
the Office of the Interconnection to accept proposals in a shortened proposal window for 
Immediate-need Reliability Projects, the Office of the Interconnection shall post on the PJM 
website the violations and system conditions that could be addressed by Immediate-need 
Reliability Project proposals, including an explanation of the time-sensitive need for an 
Immediate-need Reliability Project and provide notice to stakeholders of a shortened proposal 
window.  Proposals must contain the information required in Section 1.5.8(c) and, if the entity is 
seeking to be the Designated Entity, such entity must have pre-qualified to be a Designated 
Entity pursuant to Section 1.5.8(a).  In determining the more efficient or cost-effective proposed 
Immediate-need Reliability Project for inclusion in the recommended plan, the Office of the 
Interconnection shall consider the extent to which the proposed Immediate-need Reliability 
Project, individually or in combination with other Immediate-need Reliability Projects, would 
address and solve the posted violations or system conditions and other factors such as cost-
effectiveness, the ability of the entity to timely complete the project, and project development 
feasibility in light of the required need.  After PJM Board approval, the Office of the 
Interconnection, in accordance with Section 1.5.8(i) of this Schedule 6, shall notify the entities 
that have been designated as Designated Entities for Immediate-need Projects included in the 
Regional Transmission Expansion Plan of such designations.  Designated Entities shall accept 
such designations in accordance with Section 1.5.8(j).  In the event that (i) the Office of the 
Interconnection determines that no proposal resolves a posted violation or system condition; (ii) 
the proposing entity is not selected to be the Designated Entity; (iii) an entity does not accept the 
designation as a Designated Entity; or (iv) the Designated Entity fails to meet milestones that 
would delay the in-service date of the Immediate-need Reliability Project, the Office of the 
Interconnection shall develop and recommend an Immediate-need Reliability Project to solve the 
violation or system needs in accordance with Section 1.5.8(m)(1). 
 
(n) Reliability Violations on Transmission Facilities Below 200 kV.  Pursuant to the 
expansion planning process set forth in Sections 1.5.1 through 1.5.6 of Schedule 6, the Office of 
the Interconnection shall identify reliability violations on facilities below 200 kV.  The Office of 
the Interconnection shall not post such a violation pursuant to Section 1.5.8(b) of this Schedule 6 
for inclusion in a proposal window pursuant to Section 1.5.8(c) unless the identified violation(s) 
satisfies one of the following exceptions:  (i) the reliability violations are thermal overload 
violations identified on multiple transmission lines and/or transformers rated below 200 kV that 
are impacted by a common contingent element, such that multiple reliability violations could be 
addressed by one or more solutions, including but not limited to a higher voltage solution; or (ii) 
the reliability violations are thermal overload violations identified on multiple transmission lines 
and/or transformers rated below 200 kV and the Office of the Interconnection determines that 
given the location and electrical features of the violations one or more solutions could 
potentially address or reduce the flow on multiple lower voltage facilities, thereby eliminating 
the multiple reliability violations.  If the reliability violation is identified on multiple facilities 
rated below 200 kV that are determined by the Office of the Interconnection to meet one of the 
two exceptions stated above, the Office of the Interconnection shall post on the PJM website the 
reliability violations to be included in a proposal window consistent with Section 1.5.8(c) of 
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Schedule 6.  If the Office of the Interconnection determines that the identified reliability 
violations do not satisfy either of the two exceptions stated above, the Office of the 
Interconnection shall develop a solution to address the reliability violation on below 200 kV 
Transmission Facilities that will not be included in a proposal window pursuant to Section 
1.5.8(c). The Office of Interconnection shall post on the PJM website for review and comment by 
the Transmission Expansion Advisory Committee and other stakeholders descriptions of the 
below 200 kV reliability violations that will not be included in a proposal window pursuant to 
Section 1.5.8(c).  The descriptions shall include an explanation of the decision to not include the 
below 200 kV reliability violation(s) in a Section 1.5.8(c) proposal window, a description of the 
facility on which the violation(s) is found, the Zone in which the facility is located, and notice 
that such construction responsibility for and ownership of the project that resolves such below 
200 kV reliability violation will be designated to the incumbent Transmission Owner.  After the 
descriptions are posted on the PJM website, stakeholders shall have reasonable opportunity to 
provide comments for consideration by the Office of the Interconnection.  With the exception of 
Immediate-need Reliability Projects under section 1.5.8(m) of this Schedule 6, PJM will not 
select an above 200 kV solution for inclusion in the recommended plan that would address a 
reliability violation on a below 200 kV transmission facility without posting the violation for 
inclusion in a proposal window consistent with Section 1.5.8(c) of Schedule 6.  All written 
comments received by the Office of the Interconnection shall be publicly available on the PJM 
website. 
  
1.5.9 State Agreement Approach. 
 
 (a) State governmental entities authorized by their respective states, individually or 
jointly, may agree voluntarily to be responsible for the allocation of all costs of a proposed 
transmission expansion or enhancement that addresses state Public Policy Requirements 
identified or accepted by the state(s) in the PJM Region.  As determined by the authorized state 
governmental entities, such transmission enhancements or expansions may be included in the 
recommended plan, either as a (i) Supplemental Project or (ii) state public policy project, which 
is a transmission enhancement or expansion, the costs of which will be recovered pursuant to a 
FERC-accepted cost allocation proposed by agreement of one or more states and voluntarily 
agreed to by those state(s).  All costs related to a state public policy project or Supplemental 
Project included in the Regional Transmission Expansion Plan to address state Public Policy 
Requirements pursuant to this Section shall be recovered from customers in a state(s) in the PJM 
Region that agrees to be responsible for the projects.  No such costs shall be recovered from 
customers in a state that did not agree to be responsible for such cost allocation.  A state public 
policy project will be included in the Regional Transmission Expansion Plan for cost allocation 
purposes only if there is an associated FERC-accepted allocation permitting recovery of the costs 
of the state public policy project consistent with this Section.   
 
 (b) Subject to any designation reserved for Transmission Owners in Section 1.5.8(l) 
of this Schedule 6, the state(s) responsible for cost allocation for a Supplemental Project or a 
state public policy project in accordance with Section 1.5.9(a) in this Schedule 6 may submit to 
the Office of the Interconnection the entity(ies) to construct, own, operate and maintain the state 
public policy project from a list of entities supplied by the Office of the Interconnection that pre-
qualified to be Designated Entities pursuant to Section 1.5.8(a) of this Schedule 6.   
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1.5.10 Multi-Driver Project. 
 
 (a) When a proposal submitted by an existing Transmission Owner or Nonincumbent 
Developer pursuant to Section 1.5.8(c) meets the definition of a Multi-Driver Project and is 
designated to be included in the Regional Transmission Expansion Plan for purposes of cost 
allocation, the Office of the Interconnection shall designate the Designated Entity for the project 
as follows:  (i) if the Multi-Driver Project does not contain a state Public Policy Requirement 
component, the Office of the Interconnection shall designate the Designated Entity pursuant to 
the criteria in Section 1.5.8 of this Schedule 6; or (ii) if the Multi-Driver Project contains a state 
Public Policy Requirement component, the Office of the Interconnection shall evaluate potential 
Designated Entity candidates based on the criteria in Section 1.5.8 of this Schedule 6, and 
provide its evaluation to and elicit feedback from the sponsoring state governmental entities 
responsible for allocation of all costs of the proposed state Public Policy Requirement 
component (“state governmental entity(ies)”) regarding its evaluation.  Based on its evaluation of 
the Section 1.5.8 criteria and consideration of the feedback from the sponsoring state 
governmental entity(ies), the Office of the Interconnection shall designate the Designated Entity 
for the Multi-Driver Project and notify such entity consistent with Section 1.5.8(i) of this 
Schedule 6.  A Multi-Driver Project may be based on proposals that consist of (1) newly 
proposed transmission enhancements or expansions; (2) additions to, or modifications of, 
transmission enhancements or expansions already selected for inclusion in the Regional 
Transmission Expansion Plan; and/or (3) one or more transmission enhancements or expansions 
already selected for inclusion in the Regional Transmission Expansion Plan. 
 
 (b) A Multi-Driver Project may contain an enhancement or expansion that addresses 
a state Public Policy Requirement component only if it meets the requirements set forth in 
section 1.5.9(a) of this Schedule 6 and its cost allocations are established consistent with Section 
(b)(xii)(B) of Schedule 12 of the PJM Tariff. 
 
 (c) If a state governmental entity(ies) desires to include a Public Policy Requirement 
component after an enhancement or expansion has been included in the Regional Transmission 
Expansion Plan, the Office  of the Interconnection may re-evaluate the relevant reliability-based 
enhancement or expansion, Economic-based Enhancement or Expansion, or Multi-Driver Project 
to determine whether adding the state-sponsored Public Policy Requirement component would 
create a more cost effective or efficient solution to system conditions.  If the Office of the 
Interconnection determines that adding the state-sponsored Public Policy Requirement 
component to an enhancement or expansion already included in the Regional Transmission 
Expansion Plan would result in a more cost effective or efficient solution, the state-sponsored 
Public Policy Requirement component may be included in the relevant enhancement or 
expansion, provided all of the requirements of Section 1.5.10(b) of this Schedule 6 are met, and 
cost allocations are established consistent with Section (b)(xii)(B) of Schedule 12 of the PJM 
Tariff. 
 
 (d) If, subsequent to the inclusion in the Regional Transmission Expansion Plan of a 
Multi-Driver Project that contains a state Public Policy Requirement component, a state 
governmental entity(ies) withdraws its support of the Public Policy Requirement component of a 
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Multi-Driver Project, then:  (i) the Office of the Interconnection shall re-evaluate the need for the 
remaining components of the Multi-Driver Project without the state Public Policy Requirement 
component, remove the Multi-Driver Project from the Regional Transmission Expansion Plan, or 
replace the Multi-Driver Project with an enhancement or expansion that addresses remaining 
reliability or economic system needs; (ii) if the Multi-Driver Project is retained in the Regional 
Transmission Expansion Plan without the state Public Policy Requirement component, the costs 
of the remaining components will be allocated in accordance with Schedule 12 of the Tariff; 
(iii) if more than one state is responsible for the costs apportioned to the state Public Policy 
Requirement component of the Multi-Driver Project, the remaining state governmental 
entity(ies) shall have the option to continue supporting the state Public Policy component of the 
Multi-Driver Project and if the remaining state governmental entity(ies) choose this option, the 
apportionment of the state Public Policy Requirement component will remain in place and the 
remaining state governmental entity(ies) shall agree upon their respective apportionments; (iv) if 
a Multi-Driver Project must be retained in the Regional Transmission Expansion Plan and 
completed with the State Public Policy component, the state Public Policy Requirement 
apportionment will remain in place and the withdrawing state governmental entity(ies) shall 
continue to be responsible for its/their share of the FERC-accepted cost allocations as filed 
pursuant to Section (b)(xii)(B) of Schedule 12 of the PJM Tariff. 
 
 (e) The actual costs of a Multi-Driver Project shall be apportioned to the different 
components (reliability-based enhancement or expansion, Economic-based Enhancement or 
Expansion and/or Public Policy Requirement) based on the initial estimated costs of the Multi-
Driver Project in accordance with the methodology set forth in Schedule 12 of the PJM Tariff. 
 
 (f) The benefit metric calculation used for evaluating the market efficiency 
component of a Multi-Driver Project will be based on the final voltage of the Multi-Driver 
Project using the Benefit/Cost Ratio calculation set forth in Section 1.5.7(d) of Schedule 6 of this 
Operating Agreement where the Cost component of the calculation is the present value of the 
estimated cost of the enhancement apportioned to the market efficiency component of the Multi-
Driver Project for each of the first 15 years of the life of the enhancement or expansion. 
 
 (g) Except as provided to the contrary in this Section 1.5.10, Section 1.5.8 of this 
Schedule 6 applies to Multi-Driver Projects. 
 
 (h) The Office of the Interconnection shall determine whether a proposal(s) meets the 
definition of a Multi-Driver Project by identifying a more efficient or cost effective solution that 
uses one of the following methods:  (i) combining separate solutions that address reliability, 
economics and/or public policy into a single transmission enhancement or expansion that 
incorporates separate drivers into one Multi-Driver Project (“Proportional Multi-Driver 
Method”); or (ii) expanding or enhancing a proposed single driver solution to include one or 
more additional component(s) to address a combination of reliability, economic and/or public 
policy drivers (“Incremental Multi-Driver Method”). 
 

(i) In determining whether a Multi-Driver Project may be designated to more than 
one entity, PJM shall consider whether:  (i) the project consists of separable transmission 
elements, which are physically discrete transmission components, such as, but not limited to, a 
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transformer, static var compensator or definable linear segment of a transmission line, that can be 
designated individually to a Designated Entity to construct and own and/or finance; and (ii) each 
entity satisfies the criteria set forth in section 1.5.8(f) of Schedule 6.  Separable transmission 
elements that qualify as Transmission Owner Upgrades shall be designated to the Transmission 
Owner in the Zone in which the facility will be located.



 

Page 735 

1.9 Relationship to the PJM Open Access Transmission Tariff. 
 
Nothing herein shall modify the rights and obligations of an Eligible Customer or a Transmission 
Customer with respect to required studies and completion of necessary enhancements or 
expansions.  An Eligible Customer or Transmission Customer electing to follow the procedures 
in the PJM Tariff instead of the procedures provided herein, shall also be responsible for the 
related costs.  The enhancement and expansion study process under this Protocol shall be funded 
as a part of the operating budget of the Office of the Interconnection. 
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3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT 
 
With regard to the implementation of the provisions of the Reliability Assurance Agreement, the 
Office of the Interconnection shall: 
 
(a) Receive all required data and forecasts from the parties to the Reliability Assurance 
Agreement and other owners or providers of Capacity Resources; 
 
(b) Perform all calculations and analyses necessary to determine the Forecast Pool 
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement, 
including periodic reviews of the capacity benefit margin for consistency with the Reliability 
Principles and Standards; 
 
(c) Monitor the compliance of each party to the Reliability Assurance Agreement with its 
obligations under the Reliability Assurance Agreement; 
 
(d) Keep cost records, and bill and collect any costs or charges due from the parties to the 
Reliability Assurance Agreement and distribute those charges in accordance with the terms of 
the Reliability Assurance Agreement; 
 
(e) Assist with the development of rules and procedures for determining and demonstrating 
the capability of Capacity Resources; 
 
(f) Establish the capability and deliverability of Generation Capacity Resources consistent 
with the requirements of the Reliability Assurance Agreement; 
 
(g) Establish standards and procedures for Planned Demand Resources; 
 
(h) Collect and maintain generator availability data; 
 
(i) Perform any other forecasts, studies or analyses required to administer the Reliability 
Assurance Agreement; 
 
(j) Coordinate maintenance schedules for generation resources operated as part of the PJM 
Region; 
 
(k) Determine and declare that an Emergency exists or has ceased to exist in all or any part 
of the PJM Region or announce that an Emergency exists or ceases to exist in a Control Area 
interconnected with the PJM Region; 
 
(l) Enter into agreements for (i) the transfer of energy in Emergencies in the PJM Region or 
in a Control Area interconnected with the PJM Region and (ii) mutual support in such 
Emergencies with other Control Areas interconnected with the PJM Region; and 
 
(m) Coordinate the curtailment or shedding of load, or other measures appropriate to alleviate 
an Emergency, to preserve reliability in accordance with FERC, NERC or Applicable Regional 
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Reliability Council principles, guidelines, standards and requirements and the PJM Manuals, and 
to ensure the operation of the PJM Region in accordance with Good Utility Practice. 
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2. Requisite Authority. 
 
a. The Authorized Commission hereby certifies that it has all necessary legal authority to 
execute, deliver, and perform the obligations in this Certification. 
 
b. The Authorized Persons have, through all necessary action of the Authorized 
Commission, been appointed and directed by the Authorized Commission to receive Confidential 
Information on the Authorized Commission’s behalf and for its benefit.  
 
c. The Authorized Commission will, at all times after the provision of Confidential 
Information to the Authorized Persons, provide PJM with: (i) written notice of any changes in 
any Authorized Person’s qualification as an Authorized Person within two (2) Business Days of 
such change; (ii) written confirmation to any inquiry by PJM regarding the status or 
identification of any specific Authorized Person within two (2) Business Days of such request, 
and (iii) periodic written updates, no less often than semi-annually, containing the names of all 
Authorized Persons appointed by the Authorized Commission. 
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1.3 Allocation of Costs When PJM is the Registered Entity 
 

(a) If NERC assesses a monetary penalty against PJM as the Registered Entity for a 
violation of a NERC Reliability Standard(s), and the conduct of a Member or 
Members contributed to the Reliability Standard violation(s) at issue, then PJM 
may directly allocate such penalty costs or a portion thereof to the Member or 
Members whose conduct contributed to the Reliability Standards violation(s), 
provided that all of the following conditions have been satisfied: 

 
(1) The Member or Members received notice and an opportunity to fully 

participate in the underlying Compliance Monitoring and Enforcement 
Program proceeding; 

 
(2) This Compliance Monitoring and Enforcement Program proceeding 

produced a finding, subsequently filed with FERC, that the Member 
contributed, either in whole or in part, to the NERC Reliability Standards 
violation(s); and 

 
(3) A root cause finding by NERC filed with the FERC identifying the 

Member’s or Members’ conduct as causing or contributing to the 
Reliability Standards violation charged against PJM as the Registered 
Entity. 

 
(b) PJM will notify the Member or Members found to have contributed to a violation, 

either in whole or in part, in the Compliance Monitoring and Enforcement 
Program.  Such notification shall set forth in writing PJM’s intent to invoke this 
Section 1.3 and directly assign the costs associated with a monetary penalty to the 
Member or Members and the underlying factual basis supporting a penalty cost 
assignment including the conduct contributing to the violation and the violations 
of the PJM Governing Agreement assigned tasks leading to the issuance of a 
penalty against the Registered Entity. 

 
(c) A failure by a Member or Members to participate in the Compliance Monitoring 

and Enforcement Program proceedings will not prevent PJM from directly 
assigning the costs associated with a monetary penalty to the responsible Member 
or Members provided all other conditions set forth herein have been satisfied. 

 
(d) PJM shall notify the Members or Members that PJM believes the criteria for 

direct assignment and allocation of costs under this Schedule have been satisfied. 
 
(e) Where the Regional Entity’s and/or NERC’s root cause finds that more than one 

party’s conduct contributed to the Reliability Standards violation(s), PJM shall 
inform all involved Members and shall make an initial apportionment for 
purposes of the cost allocation on a basis reasonably proportional to the parties’ 
relative fault consistent with such NERC’s root cause analysis. 
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(f) Should Member or Members disagree with PJM regarding PJM’s initial 
apportionment of the fault, the Dispute Resolution Procedures in Section 5 of the 
Operating Agreement shall not apply, but the parties’ senior management shall 
first meet in an attempt to informally resolve the issue.  If the disagreement 
cannot be resolved informally within ten (10) Business Days (or such other 
deadline as mutually agreed) then the following provisions shall apply: 

 
(i) If an involved Member so elects, an informal non-binding proceeding 

shall be conducted within 30 days before a dispute resolution board 
consisting of officers of two (2) PJM Members who are not parties to the 
dispute and who are selected by a random drawing of names from the pool 
of available PJM Members and one (1) member of the PJM Board of 
Managers.  Such dispute resolution board shall decide on the procedures to 
be used for the proceeding.  The final recommendation of the dispute 
resolution board shall be made in private session within three (3) Business 
Days of the termination of the proceeding.  The recommendation of the 
dispute resolution board shall be made by simple majority vote.  The 
dispute resolution board may, but shall not be required to, provide a 
written basis for its recommendation; or 

 
(ii) If an involved Member selects not to participate in the informal non-

binding proceeding, then the matter shall be submitted to the FERC 
pursuant to Section 205 of the Federal Power Act.  In the FERC 
proceeding, the involved Member shall request that FERC determine how 
the costs associated with the monetary penalty should be allocated.  
However, if there are multiple involved Members, and if any one of them 
desires a proceeding described in Section 1.3(f)(i) above, such proceeding 
shall first be conducted with respect to the Member(s) desiring such a 
proceeding. 

 
(g) If PJM and the involved Member(s) agree on a proportion of penalty cost 

allocation, such agreement shall be submitted to the FERC pursuant to Section 
205 of the Federal Power Act. 

 
(h) Notwithstanding anything to the contrary contained herein, if the Member or 

Members fail to pay their share of the Reliability Standard violation costs within 
30 days of receipt of the notice required in paragraph 1.3 (b) above, and the FERC 
issues a final order or orders which supports the NERC’s root cause findings 
regarding the Member’s or Members’ conduct causing or contributing to the 
violation and PJM’s initial determinations in paragraph 1.3 (f) above, such 
payment shall be due with interest calculated at the FERC authorized rate from 
the date of payment of the penalty by the Registered Entity.  Provided, however, 
if the Member or Members pays their share of the Reliability Standard violation 
costs within 30 days of receipt of the notice required in paragraph 1.3 (b) above, 
and the FERC issues a final order or orders which does not support the NERC’s 
root cause findings regarding the Member’s or Members’ conduct causing or 
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contributing to the violation and PJM’s initial determinations in paragraph 1.3 (f) 
above, such payment shall be refunded in full with interest calculated at the FERC 
authorized rate from the date of payment of the penalty by the Member or 
Members. 
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1.4 Allocation of Costs When a PJM Member is the Registered Entity 
 
(a) If NERC assesses a monetary penalty against a Member as the Registered Entity for a 

violation of a NERC Reliability Standard(s), and the conduct of PJM contributed to the 
Reliability Standard violation(s) at issue, then such Member may directly allocate such 
penalty costs or portion thereof to PJM to the extent PJM’s conduct contributed to the 
Reliability Standards violation(s), provided that the following conditions have been 
satisfied: 

 
(1) PJM received notice and an opportunity to fully participate in the underlying 

Compliance Monitoring and Enforcement Program proceeding; 
 
(2) This Compliance Monitoring and Enforcement Program proceeding produced a 

finding, subsequently filed with FERC, that PJM contributed, either in whole or in 
part, to the NERC Reliability Standards violation(s); and 

 
(3) A root cause finding by NERC has been filed at the FERC identifying PJM’s 

conduct as causing or contributing to the Reliability Standards violation charged 
against the Member as the Registered Entity. 

 
(b) The Member shall notify PJM if PJM is found to have contributed to a violation, either in 

whole or in part in the Compliance Monitoring and Enforcement Program.  Such 
notification shall set forth in writing the Member’s intent to invoke this Section 1.4 and 
directly assign the costs associated with a monetary penalty to PJM and the underlying 
factual basis supporting a penalty cost assignment including the conduct contributing to 
the violation and the violations of the PJM Governing Agreement assigned tasks leading 
to the issuance of a penalty against the Registered Entity. 

 
(c) A failure by PJM to participate in the Compliance Monitoring and Enforcement Program 

proceedings will not prevent the Member from directly assigning the costs associated 
with a monetary penalty to PJM provided all other conditions set forth herein have been 
satisfied. 

 
(d) The Member shall notify PJM that the Member believes the criteria for direct assignment 

and allocation of costs under this Schedule have been satisfied. 
 
(e) Where the Regional Entity’s and/or NERC’s root cause analysis finds more  than one 

party’s conduct contributed to the Reliability Standards violation(s), the Member shall 
inform PJM and make an initial apportionment for purposes of the cost allocation on a 
basis reasonably proportional to PJM’s relative fault consistent with such root cause 
analysis. 

 
(f) Should PJM disagree with the Member regarding the Member’s initial apportionment of 

the fault, the Dispute Resolution Procedures in Schedule 5 of the Operating Agreement 
shall not apply, but the parties’ senior management shall first meet in an attempt to 
informally resolve the issue.  If the disagreement cannot be resolved informally within 
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ten (10) Business Days (or other such deadline as mutually agreed) then the following 
provisions shall apply: 

 
i. If PJM so elects, an informal non-binding proceeding shall be conducted within 

30 days before a dispute resolution board consisting of officers of two (2) PJM 
Members who are not parties to the dispute and who are selected by a random 
drawing of names from the pool of available PJM Members and one (1) member 
of the PJM Board of Managers.  Such dispute resolution board shall decide on the 
procedures to be used for the proceeding.  The final recommendation of the 
dispute resolution board shall be made in private session within three (3) Business 
Days of the termination of the proceeding.  The recommendation of the dispute 
resolution board shall be made by simple majority vote.  The dispute resolution 
board may, but shall not be required to, provide a written basis for its 
recommendation; or 

 
ii. If PJM selects not to participate in the informal non-binding proceeding, the 

matter shall be submitted to the FERC pursuant to Section 205 of the Federal 
Power Act.  In the FERC proceeding, PJM shall request that the FERC determine 
how the costs associated with the monetary penalty should be assigned. 

 
(g) If the PJM and the involved Member(s) agree on a proportion of penalty cost allocation, 

such agreement shall be submitted to the FERC pursuant to Section 205 of the Federal 
Power Act. 

 
(h) Notwithstanding anything to the contrary contained herein, if PJM fails to pay its share of 

the Reliability Standard violation costs within 30 days of receipt of the notice required in 
paragraph 1.4 (b) above, and the FERC issues a final order or orders which supports the 
NERC’s root cause findings regarding PJM’s conduct causing or contributing to the 
violation and the Member’s initial determinations in paragraph 1.4 (f) above, such 
payment shall be due with interest calculated at the FERC authorized rate from the date 
of payment of the penalty by the Registered Entity.  Provided, however, if PJM pays its 
share of the Reliability Standard violation costs within 30 days of receipt of the notice 
required in paragraph 1.4 (b) above, and the FERC issues a final order or orders which 
does not support the NERC’s root cause findings regarding PJM’s conduct causing or 
contributing to the violation and the Member’s initial determinations in paragraph 1.4 (f) 
above, such payment shall be refunded in full with interest calculated at the FERC 
authorized rate from the date of payment of the penalty by PJM. 
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ARTICLE 1 – DEFINITIONS 
 

 Unless the context otherwise specifies or requires, capitalized terms used herein shall 
have the respective meanings assigned herein or in the Schedules hereto, or in the PJM Tariff or 
PJM Operating Agreement if not otherwise defined in this Agreement, for all purposes of this 
Agreement (such definitions to be equally applicable to both the singular and the plural forms of 
the terms defined).  Unless otherwise specified, all references herein to Articles, Sections or 
Schedules, are to Articles, Sections or Schedules of this Agreement. As used in this Agreement: 
  
Agreement:  
  
“Agreement” shall mean this Reliability Assurance Agreement, together with all Schedules 
hereto, as amended from time to time. 
 
Annual Demand Resource: 
 
“Annual Demand Resource” shall mean a resource that is placed under the direction of the 
Office of the Interconnection  during the Delivery Year, and will be available for an unlimited 
number of interruptions during such Delivery Year by the Office of the Interconnection, and will 
be capable of maintaining each such interruption between the hours of 10:00AM to 10:00PM 
Eastern Prevailing Time for the months of June through October and the following May, and 
6:00AM through 9:00PM Eastern Prevailing Time for the months of November through April 
unless there is an Office of the Interconnection approved maintenance outage during October 
through April.  The Annual Demand Resource must be available in the corresponding Delivery 
year to be offered for sale or Self-Supplied in an RPM Auction, or included as an Annual 
Demand Resource in an FRR Capacity Plan for the corresponding Delivery Year. 
 
Annual Energy Efficiency Resource: 

 
“Annual Energy Efficiency Resource” shall mean a project, including installation of more 
efficient devices or equipment or implementation of more efficient processes or systems, 
meeting the requirements of Reliability Assurance Agreement, Schedule 6 and exceeding then-
current building codes, appliance standards, or other relevant standards, designed to achieve a 
continuous (during the summer and winter periods described in such Schedule 6 and the PJM 
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast 
prepared for the Delivery Year for which the Energy Efficiency Resource is proposed, and that is 
fully implemented at all times during such Delivery Year, without any requirement of notice, 
dispatch, or operator intervention. 
 
Applicable Regional Entity: 
  
“Applicable Regional Entity” shall have the same meaning as in the PJM Tariff.   
 
Base Capacity Demand Resource: 
 
“Base Capacity Demand Resource” shall mean, for the 2018/2019 and 2019/2020 Delivery 
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Years, a resource that is placed under the direction of the Office of the Interconnection and that 
will be available June through September of a Delivery Year, and will be available to the Office 
of the Interconnection for an unlimited number of interruptions during such months, and will be 
capable of maintaining each such interruption for at least a 10-hour duration between the hours 
of 10:00AM to 10:00PM Eastern Prevailing Time.  The Base Capacity Demand Resource must 
be available June through September in the corresponding Delivery Year to be offered for sale or 
self-supplied in an RPM Auction, or included as a Base Capacity Demand Resource in an FRR 
Capacity Plan for the corresponding Delivery Year.   

 
Base Capacity Energy Efficiency Resource:  
 
“Base Capacity Energy Efficiency Resource” shall mean, for the 2018/2019 and 2019/2020 
Delivery Years, a project, including installation of more efficient devices or equipment or 
implementation of more efficient processes or systems, meeting the requirements of the 
Reliability Assurance Agreement, Schedule 6 and exceeding then-current building codes, 
appliance standards, or other relevant standards, designed to achieve a continuous (during the 
summer peak periods as described in Reliability Assurance Agreement, Schedule 6 and the PJM 
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast 
prepared for the Delivery Year for which the Base Capacity Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, without any 
requirement of notice, dispatch, or operator intervention. 

 
Base Capacity Resource:  
 
“Base Capacity Resource” shall have the same meaning as in Tariff, Attachment DD. 
 
Base Residual Auction: 
  
“Base Residual Auction” shall have the same meaning as in Tariff, Attachment DD. 
  
Behind The Meter Generation: 
  
“Behind The Meter Generation” shall mean a generating unit that delivers energy to load without 
using the Transmission System or any distribution facilities (unless the entity that owns or leases 
the distribution facilities consented to such use of the distribution facilities and such consent has 
been demonstrated to the satisfaction of the Office of the Interconnection; provided, however, 
that Behind The Meter Generation does not include (i) at any time, any portion of such 
generating unit’s capacity that is designated as a Capacity Resource or (ii) in any hour, any 
portion of the output of such generating unit that is sold to another entity for consumption at 
another electrical location or into the PJM Interchange Energy Market. 
  
Black Start Capability: 
  
“Black Start Capability” shall mean the ability of a generating unit or station to go from a 
shutdown condition to an operating condition and start delivering power without assistance from 
the power system. 
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Capacity Emergency Transfer Objective (CETO): 
  
“Capacity Emergency Transfer Objective” or “CETO” shall mean the amount of electric energy 
that a given area must be able to import in order to remain within a loss of load expectation of 
one event in 25 years when the area is experiencing a localized capacity emergency, as 
determined in accordance with the PJM Manuals.  Without limiting the foregoing, CETO shall 
be calculated based in part on EFORD determined in accordance with Reliability Assurance 
Agreement, Schedule 5, Paragraph C. 
  
Capacity Emergency Transfer Limit (CETL): 
  
Capacity Emergency Transfer Limit” or “CETL” shall mean the capability of the transmission 
system to support deliveries of electric energy to a given area experiencing a localized capacity 
emergency as determined in accordance with the PJM Manuals. 
  
Capacity Import Limit: 
 
For any Delivery Year up to and including the 2019/2020 Delivery Year, “Capacity Import 
Limit” shall mean, (a) for the PJM Region, (1) the maximum megawatt quantity of external 
Generation Capacity Resources that PJM determines for each Delivery Year, through appropriate 
modeling and the application of engineering judgment, the transmission system can receive, in 
aggregate at the interface of the PJM Region with all external balancing authority areas and 
deliver to load in the PJM Region under capacity emergency conditions without violating 
applicable reliability criteria on any bulk electric system facility of 100kV or greater, internal or 
external to the PJM Region, that has an electrically significant response to transfers on such 
interface, minus (2) the then-applicable Capacity Benefit Margin; and (b) for certain source 
zones identified in the PJM manuals as groupings of one or more balancing authority areas, (1) 
the maximum megawatt quantity of external Generation Capacity Resources that PJM 
determines the transmission system can receive at the interface of the PJM Region with each 
such source zone and deliver to load in the PJM Region under capacity emergency conditions 
without violating applicable reliability criteria on any bulk electric system facility of 100kV or 
greater, internal or external to the PJM Region, that has an electrically significant response to 
transfers on such interface, minus the then-applicable Capacity Benefit Margin times (2) the ratio 
of the maximum import quantity from each such source zone divided by the PJM total maximum 
import quantity.  As more fully set forth in the PJM Manuals, PJM shall make such 
determination based on the latest peak load forecast for the studied period, the same computer 
simulation model of loads, generation and transmission topography employed in the 
determination of Capacity Emergency Transfer Limit for such Delivery Year, including external 
facilities from an industry standard model of the loads, generation, and transmission topography 
of the Eastern Interconnection under peak conditions.  PJM shall specify in the PJM Manuals the 
areas and minimum distribution factors for identifying monitored bulk electric system facilities 
that have an electrically significant response to such transfers on the PJM interface.  Employing 
such tools, PJM shall model increased power transfers from external areas into PJM to determine 
the transfer level at which one or more reliability criteria is violated on any monitored bulk 
electric system facilities that have an electrically significant response to such transfers.  For the 
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PJM Region Capacity Import Limit, PJM shall optimize transfers from other source areas not 
experiencing any reliability criteria violations as appropriate to increase the Capacity Import 
Limit.  The aggregate megawatt quantity of transfers into PJM at the point where any increase in 
transfers on the interface would violate reliability criteria will establish the Capacity Import 
Limit.  Notwithstanding the foregoing, a Capacity Resource located outside the PJM Region 
shall not be subject to the Capacity Import Limit if the Capacity Market Seller seeks an 
exception thereto by demonstrating to PJM, by no later than five (5) business days prior to the 
commencement of the offer period for the relevant RPM Auction, that such resource meets all of 
the following requirements: 

(i)  it has, at the time such exception is requested, met all applicable requirements to 
be pseudo-tied into the PJM Region, or the Capacity Market Seller has committed in writing that 
it will meet such requirements, unless prevented from doing so by circumstances beyond the 
control of the Capacity Market Seller, prior to the relevant Delivery Year; 

 
(ii)  at the time such exception is requested, it has long-term firm transmission service 

confirmed on the complete transmission path from such resource into PJM; and 
 
(iii) it is, by written commitment of the Capacity Market Seller, subject to the same 

obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff, 
Attachment DD, section 6.6 to offer their capacity into RPM Auctions; provided, however, that 
(a) the total megawatt quantity of all exceptions granted hereunder for a Delivery Year, plus the 
Capacity Import Limit for the applicable interface determined for such Delivery Year, may not 
exceed the total megawatt quantity of Network External Designated Transmission Service on 
such interface that PJM has confirmed for such Delivery Year; and (b) if granting a qualified 
exception would result in a violation of the rule in clause (a), PJM shall grant the requested 
exception but reduce the Capacity Import Limit by the quantity necessary to ensure that the total 
quantity of Network External Designated Transmission Service is not exceeded. 
 
Capacity Performance Resource: 

 
“Capacity Performance Resource” shall have the same meaning as in Tariff, Attachment DD. 
 
Capacity Resources: 
  
“Capacity Resources” shall mean megawatts of (i) net capacity from Existing Generation 
Capacity Resources or Planned Generation Capacity Resources meeting the requirements of the 
Reliability Assurance Agreement, Schedules 9 and 10 that are or will be owned by or contracted 
to a Party and that are or will be committed to satisfy that Party's obligations under the 
Reliability Assurance Agreement, or to satisfy the reliability requirements of the PJM Region, 
for a Delivery Year; (ii) net capacity from Existing Generation Capacity Resources or Planned 
Generation Capacity Resources not owned or contracted for by a Party which are accredited to 
the PJM Region pursuant to the procedures set forth in such Schedules 9 and 10;  and (iii)  load 
reduction capability provided by Demand Resources or Energy Efficiency Resources that are 
accredited to the PJM Region pursuant to the procedures set forth in the Reliability Assurance 
Agreement, Schedule 6. 
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Capacity Transfer Right: 
  
“Capacity Transfer Right” shall have the meaning specified in Tariff, Attachment DD. 
  
Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall have the same meaning as in the Tariff. 
 
Control Area: 
  
“Control Area” shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common generation control 
scheme is applied in order to: 
  
 (a) match the power output of the generators within the electric power system(s) and 
energy purchased from entities outside the electric power system(s), with the load within the 
electric power system(s); 
  
 (b) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
  
  (c) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and each Applicable Regional 
Entity; 
  
 (d) maintain power flows on transmission facilities within appropriate limits to 
preserve reliability; and 
  
 (e) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
  
Daily Unforced Capacity Obligation: 
  
“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with the Reliability Assurance 
Agreement, Schedule 8 or, as to an FRR Entity, in the Reliability Assurance Agreement, 
Schedule 8.1. 
  
Delivery Year: 
  
“Delivery Year” shall mean a Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, section 5 or pursuant to 
an FRR Capacity Plan. 
  
Demand Resource (DR): 
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“Demand Resource” or “DR” shall mean a Limited Demand Resource, Extended Summer 
Demand Resource, Annual Demand Resource, Base Capacity Demand Resource or Summer-
Period Demand Resource with a demonstrated capability to provide a reduction in demand or 
otherwise control load in accordance with the requirements of the Reliability Assurance 
Agreement, Schedule 6 that offers and that clears load reduction capability in a Base Residual 
Auction or Incremental Auction or that is committed through an FRR Capacity Plan.   
 
Demand Resource Officer Certification Form: 

 
“Demand Resource Officer Certification Form” shall mean a certification as to an intended 
Demand Resource Sell Offer, in accordance with the Reliability Assurance Agreement, 
Schedules 6 and 8.1 and the PJM Manuals. 
  
Demand Resource Sell Offer Plan: 
 
“Demand Resource Sell Offer Plan” shall mean the plan required by the Reliability Assurance 
Agreement, Schedules 6 and 8.1 in support of an intended offer of Demand Resources in an 
RPM Auction, or an intended inclusion of Demand Resources in an FRR Capacity Plan. 
  
Demand Resource Factor or DR Factor: 
  
“Demand Resource Factor” or “DR Factor” shall mean, for Delivery Years through May 31, 
2018, that factor approved from time to time by the PJM Board used to determine the unforced 
capacity value of a Demand Resource in accordance with the Reliability Assurance Agreement, 
Schedule 6. 
  
Electric Cooperative: 
  
“Electric Cooperative” shall mean an entity owned in cooperative form by its customers that is 
engaged in the generation, transmission, and/or distribution of electric energy. 
  
Electric Distributor: 
  
“Electric Distributor” shall mean a Member that 1) owns or leases with rights equivalent to 
ownership of electric distribution facilities that are used to provide electric distribution service to 
electric load within the PJM Region; or is a generation and transmission cooperative or a joint 
municipal agency that has a member that owns electric distribution facilities used to provide 
electric distribution service to the electric load within the PJM Region; or 2) is a generation and 
transmission cooperative or a joint municipal agency that has a member that owns electric 
distribution facilities used to provide electric distribution service to electric load within the PJM 
Region. 
  
Emergency: 
  
“Emergency” shall mean (i) an abnormal system condition requiring manual or automatic action 
to maintain system frequency, or to prevent loss of firm load, equipment damage, or tripping of 
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system elements that could adversely affect the reliability of an electric system or the safety of 
persons or property; or (ii) a fuel shortage requiring departure from normal operating procedures 
in order to minimize the use of such scarce fuel; or (iii) a condition that requires implementation 
of emergency procedures as defined in the PJM Manuals. 
  
End-Use Customer: 
  
“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PJM 
Region. 
  
Energy Efficiency Resource: 
  
“Energy Efficiency Resource” shall mean a project, including installation of more efficient 
devices or equipment or implementation of more efficient processes or systems, meeting the 
requirements of the Reliability Assurance Agreement, Schedule 6 and exceeding then-current 
building codes, appliance standards, or other relevant standards, designed to achieve a 
continuous (during the periods described in the Reliability Assurance Agreement, Schedule 6 
and the PJM Manuals) reduction in electric energy consumption that is not reflected in the peak 
load forecast prepared for the Delivery Year for which the Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, without any 
requirement of notice, dispatch, or operator intervention.  Annual Energy Efficiency Resources,  
Base Capacity Energy Efficiency Resources and Summer-Period Energy Efficiency Resources 
are types of Energy Efficiency Resources. 
 

 
Existing Demand Resource: 
 
“Existing Demand Resource” shall mean a Demand Resource for which the Demand Resource 
Provider has identified existing end-use customer sites that are registered for the current Delivery 
Year with PJM (even if not registered by such Demand Resource Provider) and that the Demand 
Resource Provider reasonably expects to have under a contract to reduce load based on PJM 
dispatch instructions by the start of the Delivery Year for which such resource is offered. 
 
Existing Generation Capacity Resource: 
 
“Existing Generation Capacity Resource” shall mean, for purposes of the must-offer requirement 
and mitigation of offers for any RPM Auction for a Delivery Year, a Generation Capacity 
Resource that, as of the date on which bidding commences for such auction: (a) is in service; or 
(b) is not yet in service, but has cleared any RPM Auction for any prior Delivery Year.  A 
Generation Capacity Resource shall be deemed to be in service if interconnection service has 
ever commenced (for resources located in the PJM Region), or if it is physically and electrically 
interconnected to an external Control Area and is in full commercial operation (for resources not 
located in the PJM Region).  The additional megawatts of a Generation Capacity Resource that is 
being, or has been, modified to increase the number of megawatts of available installed capacity 
thereof shall not be deemed to be an Existing Generation Capacity Resource until such time as 
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those megawatts (a) are in service; or (b) are not yet in service, but have cleared any RPM 
Auction for any prior Delivery Year. 

 
Extended Summer Demand Resource: 
 
“Extended Summer Demand Resource” shall mean, for Delivery Years through May 31, 2018, 
and for FRR Capacity Plans Delivery Years through May 31, 2019, a resource that is placed 
under the direction of the Office of the Interconnection and that will be available June through 
October and the following May, and will be available for an unlimited number of interruptions 
during such months by the Office of the Interconnection, and will be capable of maintaining each 
such interruption for at least a 10-hour duration between the hours of 10:00AM to 10:00PM 
Eastern Prevailing Time. The Extended Summer Demand Resource must be available June 
through October and the following May in the corresponding Delivery Year to be offered for sale 
or Self-Supplied in an RPM Auction, or included as an Extended Summer Demand Resource in 
an FRR Capacity Plan for the corresponding Delivery Year.   
  
Facilities Study Agreement: 
  
“Facilities Study Agreement” shall have the same meaning as in the PJM Tariff 
   
FERC: 
  
“FERC” shall mean the Federal Energy Regulatory Commission or any successor federal 
agency, commission or department exercising jurisdiction over this Reliability Assurance 
Agreement. 
  
Firm Point-To-Point Transmission Service: 
  
“Firm Point-To-Point Transmission Service” shall mean Firm Transmission Service provided 
pursuant to the rates, terms and conditions set forth in Tariff, Part II. 
  
Firm Transmission Service: 
  
“Firm Transmission Service” shall mean transmission service that is intended to be available at 
all times to the maximum extent practicable, subject to an Emergency, an unanticipated failure of 
a facility, or other event beyond the control of the owner or operator of the facility or the Office 
of the Interconnection. 
  
Fixed Resource Requirement Alternative or FRR Alternative: 
  
“Fixed Resource Requirement Alternative” or “FRR Alternative” shall mean an alternative 
method for a Party to satisfy its obligation to provide Unforced Capacity hereunder, as set forth 
in the Reliability Assurance Agreement, Schedule 8.1. 
  
Forecast Pool Requirement: 
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“Forecast Pool Requirement” or “FPR” shall mean the amount equal to one plus the unforced 
reserve margin (stated as a decimal number) for the PJM Region required pursuant to this 
Reliability Assurance Agreement, as approved by the PJM Board pursuant to Reliability 
Assurance Agreement, Schedule 4.1. 
  
FRR Capacity Plan or FRR Plan: 
  
“FRR Capacity Plan” or “FRR Plan” shall mean a long-term plan for the commitment of 
Capacity Resources to satisfy the capacity obligations of a Party that has elected the FRR 
Alternative, as more fully set forth in the Reliability Assurance Agreement, Schedule 8.1. 
  
FRR Entity: 
  
“FRR Entity” shall mean, for the duration of such election, a Party that has elected the FRR 
Alternative hereunder. 
  
FRR Service Area: 
  
“FRR Service Area” shall mean (a) the service territory of an IOU as recognized by state law, 
rule or order; (b) the service area of a Public Power Entity or Electric Cooperative as recognized 
by franchise or other state law, rule, or order; or (c) a separately identifiable geographic area that 
is: (i) bounded by wholesale metering, or similar appropriate multi-site aggregate metering, that 
is visible to, and regularly reported to, the Office of the Interconnection, or that is visible to, and 
regularly reported to an Electric Distributor and such Electric Distributor agrees to aggregate the 
load data from such meters for such FRR Service Area and regularly report such aggregated 
information, by FRR Service Area, to the Office of the Interconnection; and (ii) for which the 
FRR Entity has or assumes the obligation to provide capacity for all load (including load growth) 
within such area.  In the event that the service obligations of an Electric Cooperative or Public 
Power Entity are not defined by geographic boundaries but by physical connections to a defined 
set of customers, the FRR Service Area in such circumstances shall be defined as all customers 
physically connected to transmission or distribution facilities of such Electric Cooperative or 
Public Power Entity within an area bounded by appropriate wholesale aggregate metering as 
described above.   
  
Full Requirements Service: 
  
“Full Requirements Service” shall mean wholesale service to supply all of the power needs of a 
Load Serving Entity to serve end-users within the PJM Region that are not satisfied by its own 
generating facilities. 
  
Generation Capacity Resource: 
  
“Generation Capacity Resource” shall mean a generation unit, or the contractual right to capacity 
from a specified generation unit, that meets the requirements of Schedules 9 and 10 of this 
Agreement, and, for generation units that are committed to an FRR Capacity Plan, that meets the 



 

Page 753 

requirements of Schedule 8.1 of this Agreement.  A Generation Capacity Resource may be an 
Existing Generation Capacity Resource or a Planned Generation Capacity Resource.  
  
Generation Owner: 
  
“Generation Owner” shall mean a Member that owns or leases with rights equivalent to 
ownership, facilities for the generation of electric energy that are located within the PJM Region.  
Purchasing all or a portion of the output of a generation facility shall not be sufficient to qualify a 
Member as a Generation Owner. 
  
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. 
  
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 repairs on specific components of the facility, if 
removal of the facility qualifies as a maintenance outage pursuant to the PJM Manuals. 
  
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 PJM Manuals. 
  
Good Utility Practice: 
  
“Good Utility Practice” shall mean any of the practices, methods and acts engaged in or 
approved by a significant portion of the electric utility industry during the relevant time period, 
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light 
of the facts known at the time the decision was made, could have been expected to accomplish 
the desired result at a reasonable cost consistent with good business practices, reliability, safety 
and expedition.  Good Utility Practice is not intended to be limited to the optimum practice, 
method, or act to the exclusion of all others, but rather is intended to include acceptable 
practices, methods, or acts generally accepted in the region; including those practices required by 
Federal Power Act Section 215(a)(4).  
  
Incremental Auction: 
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“Incremental Auction” shall mean the First Incremental Auction, the Second Incremental 
Auction, the Third Incremental Auction, or the Conditional Incremental Auction. 
  
IOU: 
  
“IOU” shall mean an investor-owned utility with substantial business interest in owning and/or 
operating electric facilities in any two or more of the following three asset categories:  
generation, transmission, distribution. 
 
Limited Demand Resource: 
  
“Limited Demand Resource” shall mean, for Delivery Years through May 31, 2018, and for FRR 
Capacity Plans Delivery Years through May 31, 2019, a resource that is placed under the 
direction of the Office of the Interconnection and that will, at a minimum, be available for 
interruption for at least 10 Load Management Events during the summer period of June through 
September in the Delivery Year, and will be capable of maintaining each such interruption for at 
least a 6-hour duration.  At a minimum, the Limited Demand Resource shall be available for 
such interruptions on weekdays, other than NERC holidays, from 12:00PM (noon) to 8:00PM 
Eastern Prevailing Time.  The Limited Demand Resource must be available during the summer 
period of June through September in the corresponding Delivery Year to be offered for sale or 
Self-Supplied in an RPM Auction, or included as a Limited Demand Resource in an FRR 
Capacity Plan for the corresponding Delivery Year. 
  
Load Serving Entity or LSE: 
  
“Load Serving Entity” or “LSE” shall mean any entity (or the duly designated agent of such an 
entity), including a load aggregator or power marketer, (i) serving end-users within the PJM 
Region, and (ii) that has been granted the authority or has an obligation pursuant to state or local 
law, regulation or franchise to sell electric energy to end-users located within the PJM Region.  
Load Serving Entity shall include any end-use customer that qualifies under state rules or a 
utility retail tariff to manage directly its own supply of electric power and energy and use of 
transmission and ancillary services. 
  
Locational Reliability Charge: 
  
“Locational Reliability Charge” shall mean the charge determined pursuant to Operating 
Agreement, Schedule 8. 
  
Markets and Reliability Committee: 
  
“Markets and Reliability Committee” shall mean the committee established pursuant to the 
Operating Agreement as a Standing Committee of the Members Committee.  
  
Maximum Emergency Service Level: 
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“Maximum Emergency Service Level” or “MESL” of Price Responsive Demand shall mean the 
level, determined at a PRD Substation level, to which Price Responsive Demand shall be reduced 
during the Delivery Year when a Maximum Generation Emergency is declared and the 
Locational Marginal Price exceeds the price associated with such Price Responsive Demand 
identified by the PRD Provider in its PRD Plan. 
 
Member: 
  
“Member” shall mean an entity that satisfies the requirements of Sections 1.24 and 11.6 of the 
PJM Operating Agreement.  In accordance with  the Reliability Assurance Agreement, Article 4, 
each Party to this Agreement also is a Member. 
  
Members Committee: 
  
“Members Committee” shall mean the committee specified in Section 8 of the PJM Operating 
Agreement composed of the representatives of all the Members. 
  
NERC: 
  
“NERC” shall mean the North American Electric Reliability Corporation or any successor 
thereto. 
 
Network External Designated Transmission Service: 
 
“Network External Designated Transmission Service” shall mean the quantity of network 
transmission service confirmed by PJM for use by a market participant to import power and 
energy from an identified Generation Capacity Resource located outside the PJM Region, upon 
demonstration by such market participant that it owns such Generation Capacity Resource, has 
an executed contract to purchase power and energy from such Generation Capacity Resource, or 
has a contract to purchase power and energy from such Generation Capacity Resource contingent 
upon securing firm transmission service from such resource. 
 
Network Resources: 
  
“Network Resources” shall have the meaning set forth in the PJM Tariff. 
  
Network Transmission Service: 
  
“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner (as that term 
is defined in the PJM Tariff). 

 
Nominal PRD Value:  
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“Nominal PRD Value” shall mean, as to any PRD Provider, an adjustment, determined in 
accordance with Operating Agreement, Schedule 6.1, to the peak-load forecast used to determine 
the quantity of capacity sought through an RPM Auction, reflecting the aggregate effect of Price 
Responsive Demand on peak load resulting from the Price Responsive Demand to be provided 
by such PRD Provider.    
 
Nominated Demand Resource Value: 
  
“Nominated Demand Resource Value” shall have the meaning specified in Tariff, Attachment 
DD. 
  
Non-Retail Behind the Meter Generation: 
  
“Non-Retail Behind the Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, and electric distribution companies to serve 
load. 
  
Obligation Peak Load: 
  
“Obligation Peak Load” shall have the meaning specified in Operating Agreement, Schedule 8. 
  
Office of the Interconnection: 
  
“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, 
L.L.C., subject to the supervision and oversight of the PJM Board, acting pursuant to the 
Operating Agreement. 
  
Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement: 
  
“Operating Agreement of the PJM Interconnection, L.L.C.” or “Operating Agreement” shall 
mean that  Agreement, dated as of April 1, 1997 and as amended and restated as of June 2, 1997, 
including all Schedules, Exhibits, Appendices, addenda or supplements hereto, as amended from 
time to time thereafter, among the Members of the PJM Interconnection, L.L.C. 
  
Operating Day: 
 
“Operating Day” shall have the same meaning as provided in the Operating Agreement. 
  
 
Operating Reserve: 
  
“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for 
a specified period of an Operating Day to ensure the reliable operation of the PJM Region, as 
specified in the PJM Manuals. 
  
Other Supplier: 
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“Other Supplier” shall mean a Member that is (i) a seller, buyer or transmitter of electric capacity 
or energy in, from or through the PJM Region, and (ii) is not a Generation Owner, Electric 
Distributor, Transmission Owner or End-Use Customer. 
  
Partial Requirements Service: 
  
“Partial Requirements Service” shall mean wholesale service to supply a specified portion, but 
not all, of the power needs of a Load Serving Entity to serve end-users within the PJM Region 
that are not satisfied by its own generating facilities. 
 
Performance Assessment Hour: 
 
“Performance Assessment Hour” shall have the meaning specified in Attachment DD of the PJM 
Tariff. 
  
Percentage Internal Resources Required: 
  
“Percentage Internal Resources Required” shall mean, for purposes of an FRR Capacity Plan, the 
percentage of the LDA Reliability Requirement for an LDA that must be satisfied with Capacity 
Resources located in such LDA. 
  
Party: 
  
“Party” shall mean an entity bound by the terms of the Operating Agreement. 
  
PJM: 
  
“PJM” shall mean the PJM Board and the Office of the Interconnection. 
  
PJM Board: 
  
“PJM Board” shall mean the Board of Managers of the PJM Interconnection, L.L.C., acting 
pursuant to the Operating Agreement. 
  
PJM Manuals: 
  
“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the 
Office of the Interconnection for the operation, planning and accounting requirements of the PJM 
Region. 
  
PJM Tariff (Tariff): 
  
“PJM Tariff” or “Tariff” shall mean that certain “PJM Open Access Transmission Tariff, 
including any schedules, appendices, or exhibits attached thereto, on file with FERC and as 
amended from time to time thereafter. 
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PJM Region: 
  
“PJM Region” shall have the same meaning as provided in the Operating Agreement. 
  
PJM Region Installed Reserve Margin: 
  
“PJM Region Installed Reserve Margin” shall mean the percent installed reserve margin for the 
PJM Region required pursuant to the Operating Agreement, as approved by the PJM Board 
pursuant to Operating Agreement, Schedule 4.1. 
  
Planned Demand Resource: 
  
“Planned Demand Resource” shall mean any Demand Resource that does not currently have the 
capability to provide a reduction in demand or to otherwise control load, but that is scheduled to 
be capable of providing such reduction or control on or before the start of the Delivery Year for 
which such resource is to be committed, as determined in accordance with the requirements of 
Operating Agreement, Schedule 6.  As set forth in Operating Agreement, Schedules 6 and 8.1, a 
Demand Resource Provider submitting a DR Sell Offer Plan shall identify as Planned Demand 
Resources in such plan all Demand Resources in excess of those that qualify as Existing Demand 
Resources. 
  
Planned External Generation Capacity Resource: 
  
“Planned External Generation Capacity Resource” shall mean a proposed Generation Capacity 
Resource, or a proposed increase in the capability of a Generation Capacity Resource, that (a) is 
to be located outside the PJM Region, (b) participates in the generation interconnection process 
of a Control Area external to PJM, (c) is scheduled to be physically and electrically 
interconnected to the transmission facilities of such Control Area on or before the first day of the 
Delivery Year for which such resource is to be committed to satisfy the reliability requirements 
of the PJM Region, and (d) is in full commercial operation prior to the first day of such Delivery 
Year, such that it is sufficient to provide the Installed Capacity set forth in the Sell Offer forming 
the basis of such resource’s commitment to the PJM Region.  Prior to participation in any Base 
Residual Auction for such Delivery Year, the Capacity Market Seller must demonstrate that it 
has a fully executed system impact study agreement (or other documentation which is 
functionally equivalent to a System Impact Study Agreement under the PJM Tariff) or, for 
resources which are greater than 20MWs participating in a Base Residual Auction for the 
2019/2020 Delivery Year and subsequent Delivery Years, an agreement or other documentation 
which is functionally equivalent to a Facilities Study Agreement under the PJM Tariff), with the 
transmission owner to whose transmission facilities or distribution facilities the resource is being 
directly connected, and, as applicable, the transmission provider.  Prior to participating in any  
Incremental Auction for such Delivery Year, the Capacity Market Seller must demonstrate it has 
entered into an interconnection agreement, or such other documentation that is functionally 
equivalent to an Interconnection Service Agreement under the PJM Tariff, with the transmission 
owner to whose transmission facilities or distribution facilities the resource is being directly 
connected, and, as applicable, the transmission provider.  A Planned External Generation 
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Capacity Resource must provide evidence to PJM that it has been studied as a Network 
Resource, or such other similar interconnection product in such external Control Area, must 
provide contractual evidence that it has applied for or purchased transmission service to be 
deliverable to the PJM border, and must provide contractual evidence that it has applied for 
transmission service to be deliverable to the bus at which energy is to delivered, the agreements 
for which must have been executed prior to participation in any Reliability Pricing Model 
Auction for such Delivery Year. Any such resource shall cease to be considered a Planned 
External Generation Capacity Resource as of the earlier of (i) the date that interconnection 
service commences as to such resource; or (ii) the resource has cleared an RPM Auction, in 
which case it shall become an Existing Generation Capacity Resource for purposes of the 
mitigation of offers for any RPM Auction for all subsequent Delivery Years.   
  
Planned Generation Capacity Resource: 
  
“Planned Generation Capacity Resource” shall mean a Generation Capacity Resource, or 
additional megawatts to increase the size of a Generation Capacity Resource that is being or has 
been modified to increase the number of megawatts of available installed capacity thereof,  
participating in the generation interconnection process under Tariff, Part IV, Subpart A, as 
applicable, for which: (i) Interconnection Service is scheduled to commence on or before the first 
day of the Delivery Year for which such resource is to be committed to RPM or to an FRR 
Capacity Plan; (ii) for any such resource seeking to offer into a Base Residual Auction, or for 
any such resource of 20 MWs or less seeking to offer into a Base Residual Auction, a System 
Impact Study Agreement (or, for resources for which a System Impact Study Agreement is not 
required, has such other agreement or documentation that is functionally equivalent to a System 
Impact Study Agreement) has been executed prior to the Base Residual Auction for such 
Delivery Year; (iii) for any such resource of more than 20 MWs seeking to offer into a Base 
Residual Auction for the 2019/2020 Delivery Year and subsequent Delivery Years, a Facilities 
Study Agreement (or, for resources for which a Facilities Study Agreement is not required, has 
such other agreement or documentation that is functionally equivalent to a Facility Studies 
Agreement) has been executed prior to the Base Residual Auction for such Delivery Year; (iv) 
an Interconnection Service Agreement has been executed prior to any Incremental Auction for 
such Delivery Year in which such resource plans to participate; and (iv) no megawatts of 
capacity have cleared an RPM Auction for any prior Delivery Year.  For purposes of the must-
offer requirement and mitigation of offers for any RPM Auction for a Delivery Year, a 
Generation Capacity Resource shall cease to be considered a Planned Generation Capacity 
Resource as of the earlier of (i) the date that Interconnection Service commences as to such 
resource; or (ii) the resource has cleared an RPM Auction for any Delivery Year, in which case it 
shall become an Existing Generation Capacity Resource for any RPM Auction for all subsequent 
Delivery Years.   
  
Planning Period: 
  
“Planning Period” shall mean the 12 months beginning June 1 and extending through May 31 of 
the following year, or such other period approved by the Members Committee. 
  
PRD Curve: 
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“PRD Curve” shall mean a price-consumption curve at a PRD Substation level, if available, and 
otherwise at a Zonal (or sub-Zonal LDA, if applicable) level, that details the base consumption 
level of Price Responsive Demand and the decreasing consumption levels at increasing prices. 

 
PRD Provider:  

 
“PRD Provider” shall mean (i) a Load Serving Entity that provides PRD; or (ii) an entity without 
direct load serving responsibilities that has entered contractual arrangements with end-use 
customers served by a Load Serving Entity that satisfy the eligibility criteria for Price 
Responsive Demand. 

 
PRD Provider’s Zonal Expected Peak Load Value of PRD:  
 
“PRD Provider’s Zonal Expected Peak Load Value of PRD” shall mean the expected 
contribution to Delivery Year peak load of a PRD Provider’s Price Responsive Demand, were 
such demand not to be reduced in response to price, based on the contribution of the end-use 
customers comprising such Price Responsive Demand to the most recent prior Delivery Year’s 
peak demand, escalated to the Delivery Year in question, as determined in a manner consistent 
with the Office of the Interconnection’s load forecasts used for purposes of the RPM Auctions. 

 
PRD Reservation Price: 

 
“PRD Reservation Price” shall mean an RPM Auction clearing price identified in a PRD Plan for 
Price Responsive Demand load below which the PRD Provider desires not to commit the 
identified load as Price Responsive Demand. 

  
PRD Substation: 

 
“PRD Substation” shall mean an electrical substation that is located in the same Zone or in the 
same sub-Zonal LDA as the end-use customers identified in a PRD Plan or PRD registration and 
that, in terms of the electrical topography of the Transmission Facilities comprising the PJM 
Region, is as close as practicable to such loads. 
 
Price Responsive Demand: 
 
“Price Responsive Demand” or “PRD” shall mean end-use customer load registered by a PRD 
Provider pursuant to Schedule 6.1 of the PJM Reliability Assurance Agreement that have, as set 
forth in more detail in the PJM Manuals, the metering capability to record electricity 
consumption at an interval of one hour or less, Supervisory Control capable of curtailing such 
load (consistent with applicable RERRA requirements) at each PRD Substation identified in the 
relevant PRD Plan or PRD registration in response to a Maximum Generation Emergency 
declared by the Office of the Interconnection, and a retail rate structure, or equivalent contractual 
arrangement, capable of changing retail rates as frequently as an hourly basis, that is linked to or 
based upon changes in real-time Locational Marginal Prices at a PRD Substation level and that 
results in a predictable automated response to varying wholesale electricity prices. 
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Price Responsive Demand Credit: 
 
“Price Responsive Demand Credit” shall mean a credit, based on committed Price Responsive 
Demand, as determined under Operating Agreement, Schedule 6.1. 
 
Price Responsive Demand Plan or PRD Plan: 
 
“Price Responsive Demand Plan” or “PRD Plan” shall mean a plan, submitted by a PRD 
Provider and received by the Office of the Interconnection in accordance with Operating 
Agreement, Schedule 6.1 and procedures specified in the PJM Manuals, claiming a peak demand 
limitation due to Price Responsive Demand to support the determination of such PRD Provider’s 
Nominal PRD Value. 
 
Public Power Entity: 
  
“Public Power Entity” shall mean any agency, authority, or instrumentality of a state or of a 
political subdivision of a state, or any corporation wholly owned by any one or more of the 
foregoing, that is engaged in the generation, transmission, and/or distribution of electric energy. 
  
Qualifying Transmission Upgrades: 
  
“Qualifying Transmission Upgrades” shall have the meaning specified in Attachment DD to the 
PJM Tariff. 
  
Relevant Electric Retail Regulatory Authority: 

 
“Relevant Electric Retail Regulatory Authority” or “RERRA” shall have the meaning specified 
in the PJM Operating Agreement. 
 
Reliability Principles and Standards: 
  
“Reliability Principles and Standards” shall mean the principles and standards established by 
NERC or an Applicable Regional Entity to define, among other things, an acceptable probability 
of loss of load due to inadequate generation or transmission capability, as amended from time to 
time. 
  
Required Approvals: 
  
“Required Approvals” shall mean all of the approvals required for the Operating Agreement to 
be modified or to be terminated, in whole or in part, including the acceptance for filing by FERC 
and every other regulatory authority with jurisdiction over all or any part of the Operating 
Agreement. 
  
Self-Supply: 
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“Self-Supply” shall have the meaning provided in Tariff, Attachment DD. 
 
Small Commercial Customer: 
 
“Small Commercial Customer” shall have the same meaning as in the PJM Tariff. 
  
State Consumer Advocate: 
  
“State Consumer Advocate” shall mean a legislatively created office from any State, all or any 
part of the territory of which is within the PJM Region, and the District of Columbia established, 
inter alia, for the purpose of representing the interests of energy consumers before the utility 
regulatory commissions of such states and the District of Columbia and the FERC.  
  
State Regulatory Structural Change: 
  
“State Regulatory Structural Change” shall mean as to any Party, a state law, rule, or order that, 
after September 30, 2006, initiates a program that allows retail electric consumers served by such 
Party to choose from among alternative suppliers on a competitive basis, terminates such a 
program, expands such a program to include classes of customers or localities served by such 
Party that were not previously permitted to participate in such a program, or that modifies retail 
electric market structure or market design rules in a manner that materially increases the 
likelihood that a substantial proportion of the customers of such Party that are eligible for retail 
choice under such a program (a) that have not exercised such choice will exercise such choice; or 
(b) that have exercised such choice will no longer exercise such choice, including for example, 
without limitation, mandating divestiture of utility-owned generation or structural changes to 
such Party’s default service rules that materially affect whether retail choice is economically 
viable. 

 
Summer-Period Demand Resource: 
 
Summer-Period Demand Resource shall mean, for the 2020/2021 Delivery Year and subsequent 
Delivery Years, a resource that is placed under the direction of the Office of the Interconnection, 
and will be available June through October and the following May of the Delivery Year, and will 
be available for an unlimited number of interruptions during such months by the Office of the 
Interconnection, and will be capable of maintaining each such interruption between the hours of 
10:00AM to 10:00PM Eastern Prevailing Time.  The Summer-Period Demand Resource must be 
available June through October and the following May in the corresponding Delivery Year to be 
offered for sale in an RPM Auction, or included as a Summer-Period Demand Resource in an 
FRR Capacity Plan for the corresponding Delivery Year. 
 
Summer-Period Energy Efficiency Resource:  
 
Summer-Period Energy Efficiency Resource shall mean, for the 2020/2021 Delivery Year and 
subsequent Delivery Years, a project, including installation of more efficient devices or 
equipment or implementation of more efficient processes or systems, meeting the requirements 
of Schedule 6 of this Agreement and exceeding then-current building codes, appliance standards, 
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or other relevant standards, designed to achieve a continuous (during the summer peak periods as 
described in Schedule 6 and the PJM Manuals) reduction in electric energy consumption that is 
not reflected in the peak load forecast prepared for the Delivery Year for which the Summer-
Period Energy Efficiency Resource is proposed, and that is fully implemented at all times during 
such Delivery Year, without any requirement of notice, dispatch, or operator intervention. 
 
Supervisory Control: 

 
“Supervisory Control” shall mean the capability to curtail, in accordance with applicable 
RERRA requirements, load registered as Price Responsive Demand at each PRD Substation 
identified in the relevant PRD Plan or PRD registration in response to a Maximum Generation 
Emergency declared by the Office of the Interconnection.  Except to the extent automation is not 
required by the provisions of the Operating Agreement, the curtailment shall be automated, 
meaning that load shall be reduced automatically in response to control signals sent by the PRD 
Provider or its designated agent directly to the control equipment where the load is located 
without the requirement for any action by the end-use customer. 
  
Threshold Quantity: 
  
“Threshold Quantity” shall mean, as to any FRR Entity for any Delivery Year, the sum of (a) the 
Unforced Capacity equivalent (determined using the Pool-Wide Average EFORD) of the 
Installed Reserve Margin for such Delivery Year multiplied by the Preliminary Forecast Peak 
Load for which such FRR Entity is responsible under its FRR Capacity Plan for such Delivery 
Year, plus (b) the lesser of (i) 3% of the Unforced Capacity amount determined in (a) above or 
(ii) 450 MW.  If the FRR Entity is not responsible for all load within a Zone, the Preliminary 
Forecast Peak Load for such entity shall be the FRR Entity’s Obligation Peak Load last 
determined prior to the Base Residual Auction for such Delivery Year, times the Base FRR 
Scaling Factor (as determined in accordance with Operating Agreement, Schedule 8.1). 
  
Transmission Facilities: 
  
“Transmission Facilities” shall mean facilities that:  (i) are within the PJM Region; (ii) meet the 
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have 
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (iii) 
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated 
with the PJM Region transmission system and integrated into the planning and operation of the 
PJM Region to serve all of the power and transmission customers within the PJM Region. 
  
Transmission Owner: 
  
“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to 
ownership Transmission Facilities.  Taking transmission service shall not be sufficient to qualify 
a Member as a Transmission Owner. 
  
Transmission Owners Agreement: 
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“Transmission Owners Agreement” shall mean that certain Consolidated Transmission Owners 
Agreement, dated as of December 15, 2005 and as amended from time to time, among 
transmission owners within the PJM Region. 
  
Unforced Capacity: 
  
“Unforced Capacity” shall mean installed capacity rated at summer conditions that is not on 
average experiencing a forced outage or forced derating, calculated for each Capacity Resource 
on the 12-month period from October to September without regard to the ownership of or the 
contractual rights to the capacity of the unit. 
  
Zonal Capacity Price: 
  
“Zonal Capacity Price” shall mean the price of Unforced Capacity in a Zone that an LSE that has 
not elected the FRR Alternative is obligated to pay for a Delivery Year as determined pursuant to 
Attachment DD to the PJM Tariff. 
  
Zone or Zonal: 
  
“Zone” or “Zonal” shall refer to an area within the PJM Region, as set forth in Operating 
Agreement, Schedule 15, or as such areas may be (i) combined as a result of mergers or 
acquisitions or (ii) added as a result of the expansion of the boundaries of the PJM Region.  A 
Zone shall include any Non-Zone Network Load (as defined in the PJM Tariff) located outside 
the PJM Region that is served from such Zone under Schedule H-A  of the PJM Tariff. 
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SCHEDULE 6 
 

PROCEDURES FOR DEMAND RESOURCES AND ENERGY EFFICIENCY 
 

A. Parties can partially or wholly offset the amounts payable for the Locational 
Reliability Charge with Demand Resources that are operated under the direction of the Office of 
the Interconnection.  FRR Entities may reduce their capacity obligations with Demand Resources 
that are operated under the direction of the Office of the Interconnection and detailed in such 
entity’s FRR Capacity Plan.  Demand Resources qualifying under the criteria set forth below 
may be offered for sale or designated as Self-Supply in the Base Residual Auction, included in 
an FRR Capacity Plan, or offered for sale in any Incremental Auction, for any Delivery Year for 
which such resource qualifies.  Qualified Demand Resources generally fall in one of three 
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Legacy Direct Load Control 
(prior to June 1, 2016), as further specified in section G below and the PJM Manuals.  Qualified 
Demand Resources may be provided by a Curtailment Service Provider, notwithstanding that 
such Curtailment Service Provider is not a Party to this Agreement.  Such Curtailment Service 
Providers must satisfy the requirements hereof and the PJM Manuals. 
 

1. A Party must formally notify, in accordance with the requirements of the 
PJM Manuals and section F hereof, as applicable, the Office of the Interconnection of the 
Demand Resource that it is placing under the direction of the Office of the Interconnection.  A 
Party must further notify the Office of the Interconnection whether the resource is a Limited 
Demand Resource, an Extended Summer Demand Resource, a Base Capacity Demand Resource, 
a Summer-Period Demand Resource or an Annual Demand Resource. 

 
2. A Demand Resource must achieve its full load reduction within the 

following time period: 
 

(a) For the 2014/2015 Delivery Year, Curtailment Service Providers may elect a 
notification time period from the Office of the Interconnection of 30, 60 or 120 minutes prior to 
their Demand Resources being required to fully respond to a Load Management Event. 

 
(b) For the 2015/2016 Delivery Year and subsequent Delivery Years, a Demand 

Resource must be able to fully respond to a Load Management Event within 30 minutes of 
notification from the Office of the Interconnection.  This default 30 minute prior notification shall 
apply unless a Curtailment Service Provider obtains an exception from the Office of the 
Interconnection due to physical operational limitations that prevent the Demand Resource from 
reducing load within that timeframe.  In such case, the Curtailment Service Provider shall submit a 
request for an exception to the 30 minute prior notification requirement to the Office of the 
Interconnection, at the time the Registration Form for that resource is submitted in accordance with 
Attachment K-Appendix of this Tariff.  The only alternative notification times that the Office of 
Interconnection will permit, upon approval of an exception request, are 60 minutes and 120 
minutes prior to a Load Management Event.  The Curtailment Service Provider shall indicate in 
writing, in the appropriate application, that it seeks an exception to permit a prior notification time 
of 60 minutes or 120 minutes, and the reason(s) for the requested exception.  A Curtailment 
Service Provider shall not submit a request for an exception to the default 30 minute notification 
period unless it has done its due diligence to confirm that the Demand Resource is physically 
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incapable of responding within that timeframe based on one or more of the reasons set forth below 
and as may be further defined in the PJM Manuals and has obtained detailed data and 
documentation to support this determination.    

 
In order to establish that a Demand Resource is reasonably expected to be physically unable to reduce 
load in that timeframe, the Curtailment Service Provider that registered the resource must demonstrate 
that:  

 
1) The manufacturing processes for the Demand Resource require gradual reduction to avoid 

damaging major industrial equipment used in the manufacturing process, or damage to the product 
generated or feedstock used in the manufacturing process;  

 
2) Transfer of load to back-up generation requires time-intensive manual process taking more 

than 30 minutes;  
 

3) On-site safety concerns prevent location from implementing reduction plan in less than 30 
minutes; or, 

 
4) The Demand Resource is comprised of mass market residential customers or Small 

Commercial Customers which collectively cannot be notified of a Load Management Event within a 
30-minute timeframe due to unavoidable communications latency, in which case the requested 
notification time shall be no longer than 120 minutes.  

 
The Office of the Interconnection may request data and documentation from the Curtailment 
Service Provider and such Curtailment Service Provider shall provide to the Office of the 
Interconnection within three (3) Business Days of a request therefor, a copy of all of the data and 
documentation supporting the exception request. Failure to provide a timely response to such request 
shall cause the exception to terminate the following Operating Day. 

 
At its sole option and discretion, the Office of the Interconnection may review the data and 
documentation provided by the Curtailment Service Provider to determine if the Demand 
Resource has met one or more of the criteria above.  The Office of the Interconnection will notify 
the Curtailment Service Provider in writing of its determination by no later than ten (10) Business 
Days after receipt of the data and documentation.   

 
The Curtailment Service Provider shall provide written notification to the Office 

of the Interconnection of a material change to the facts that supported its exception request 
within three (3) Business Days of becoming aware of such material change in facts, and, if the 
Office of Interconnection determines that the physical limitation criteria above are no longer 
being met, the Demand Resource shall be subject to the default notification period of 30 minutes  
immediately upon such determination. 

 
3. The initiation of load reduction, upon the request of the Office of the 

Interconnection, must be within the authority of the dispatchers of the Party.  No additional 
approvals should be required. 
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4. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered a pre-emergency or emergency action and must be implementable 
prior to a voltage reduction. 

 
5. A Curtailment Service Provider intending to offer for sale or designate for 

self-supply, a Demand Resource in any RPM Auction, or intending to include a Demand 
Resource in any FRR Capacity Plan must demonstrate, to PJM’s satisfaction, that such resource 
shall have the capability to provide a reduction in demand, or otherwise control load, on or 
before the start of the Delivery Year for which such resource is committed.  As part of such 
demonstration, each such Curtailment Service Provider shall submit a Demand Resource Sell 
Offer Plan in accordance with the standards and procedures set forth in section A-1 of Schedule 
6, Schedule 8.1 (as to FRR Capacity Plans) and the PJM Manuals, no later than 15 Business 
Days prior to, as applicable, the RPM Auction in which such resource is to be offered, or the 
deadline for submission of the FRR Capacity Plan in which such resource is to be included.  PJM 
may verify the Curtailment Service Provider’s adherence to the Demand Resource Sell Offer 
Plan at any time.  A Curtailment Service Provider with a PJM-approved Demand Resource Sell 
Offer Plan will be permitted to offer up to the approved Demand Resource quantity into the 
subject RPM Auction or include such resource in its FRR Capacity Plan. 

 
6. Selection of a Demand Resource in an RPM Auction results in 

commitment of capacity to the PJM Region.  Demand Resources that are so committed must be 
registered to participate in the Full Program Option or as a Capacity Only resource of the 
Emergency Load Response and Pre-Emergency Load Response Program and thus available for 
dispatch during PJM-declared pre-emergency events and emergency events.  

 
A-1. A Demand Resource Sell Offer Plan shall consist of a completed template 

document in the form posted on the PJM website, requiring the information set forth below and 
in the PJM Manuals, and a Demand Resource Officer Certification Form signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification.  The 
Demand Resource Sell Offer Plan must provide information that supports the Demand Resource 
Provider’s intended Demand Resource Sell Offers and demonstrates that the Demand Resources 
are being offered with the intention that the MW quantity that clears the auction is reasonably 
expected to be physically delivered through Demand Resource registrations for the relevant 
Delivery Year.  The Demand Resource Sell Offer Plan shall include all Existing Demand 
Resources and all Planned Demand Resources that the Demand Resource Provider intends to 
offer into an RPM Auction or include in an FRR Capacity Plan. 
 

1. Demand Resource Sell Offer Plan Template.  The Demand Resource Sell 
Offer Plan template, in the form provided on the PJM website, shall require the Demand 
Resource Provider to provide the following information and such other information as specified 
in the PJM Manuals:    

 
(a) Summary Information. The completed template shall include the 

Demand Resource Provider’s company name, contact information, and the Nominated DR Value 
in ICAP MWs by Zone/sub-Zone that the Demand Resource Provider intends to offer, stated 
separately for Existing Demand Resources and Planned Demand Resources.  The total 
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Nominated DR Value in MWs for each Zone/sub-Zone shall be the sum of the Nominated DR 
Value of Existing Demand Resources and the Nominated DR Value of Planned Demand 
Resources, and shall be the maximum MW amount the Provider intends to offer in the RPM 
Auction for the indicated Zone/sub-Zone, provided that nothing herein shall preclude the 
Demand Resource Provider from offering in the auction a lesser amount than the total 
Nominated DR Value shown in its Demand Resource Sell Offer Plan. 

 
(b) Existing Demand Resources.  The Demand Resource Provider 

shall identify all Existing Demand Resources by identifying end-use customer sites that are 
currently registered with PJM (even if not registered by such Demand Resource Provider) and 
that the Demand Resource Provider reasonably expects to have under a contract to reduce load 
based on PJM dispatch instructions by the start of the auction Delivery Year.   

 
(c) Planned Demand Resources.  The Demand Resource Provider shall 

provide the details of, and key assumptions underlying, the Planned Demand Resource quantities 
(i.e., all Demand Resource quantities in excess of Existing Demand Resource quantities) 
contained in the Demand Resource Sell Offer Plan, including: 

 
(i) key program attributes and assumptions used to develop the 
Planned Demand Resource quantities, including, but not limited to, 
discussion of:  

● method(s) of achieving load reduction at customer site(s);  
● equipment to be controlled or installed at customer site(s), if any;  
● plan and ability to acquire customers;  
● types of customer targeted;  
● support of market potential and market share for the target 

customer base, with adjustments for Existing Demand Resource 
customers within this market and the potential for other Demand 
Resource Providers targeting the same customers;  

● assumptions regarding regulatory approval of program(s), if 
applicable; and  

● Prior to June 1, 2016: if applicable, Legacy Direct Load Control 
(LDLC) program details such as: a description of the cycling 
control strategy, any assumptions regarding switch operability rate, 
and a list (and copy) of all load research studies used to develop 
the estimated nominated ICAP value per customer (i.e., the per-
participant impact). 
 

(ii) Zone/sub-Zone information by end-use customer segment for all 
Nominated DR Values for which an end-use customer site is not 
identified, to include the number in each segment of end-use customers 
expected to be registered for the subject Delivery Year, the average Peak 
Load Contribution per end-use customer for such segment, and the 
average Nominated DR Value per customer for such segment.  End-use 
customer segments may include residential, commercial, small industrial, 
medium industrial, and large industrial, as identified and defined in the 
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PJM Manuals, provided that nothing herein or in the Manuals shall 
preclude the Provider from identifying more specific customer segments 
within the commercial and industrial categories, if known.   

 
(iii) Information by end-use customer site to the extent required by 
subsection A-1(1)(c)(iv) or, if not required by such subsection, to the 
extent known at the time of the submittal of the Demand Resource Sell 
Offer Plan, to include: customer EDC account number (if known), 
customer name, customer premise address, Zone/sub-Zone in which the 
customer is located, end-use customer segment, current Peak Load 
Contribution value (or an estimate if actual value not known) and an 
estimate of expected Peak Load Contribution for the subject Delivery 
Year, and an estimated Nominated DR Value.   

 
(iv) End-use customer site-specific information shall be required for 
any Zones or sub-Zones identified by PJM pursuant to this subsection for 
the portion, if any, of a Demand Resource Provider’s intended offer in 
such Zones or sub-Zones that exceeds a Sell Offer threshold determined 
pursuant to this subsection, as any such excess quantity under such 
conditions should reflect Planned Demand Resources from end-use 
customer sites that the Provider has a high degree of certainty it will 
physically deliver for the subject Delivery Year.  In accordance with the 
procedures in subsection A-1(3) below, PJM shall identify, as requiring 
site-specific information, all Zones and sub-Zones that comprise any LDA 
group (from a list of LDA groups stated in the PJM Manuals) in which 
[the quantity of cleared Demand Resources from the most recent Base 
Residual Auction] plus [the quantity of Demand Resources included in 
FRR Capacity Plans for the Delivery Year addressed by the most recent 
Base Residual Auction] in any Zone or sub-Zone of such LDA group 
exceeds the greater of: 
   

● the maximum Demand Resources quantity registered with PJM  
for such Zone for any Delivery Year from the current (at time of 
plan submission) Delivery Year and the two preceding Delivery 
Years; and 
  

● the potential Demand Resource quantity for such Zone estimated 
by PJM based on an independent published assessment of demand 
response potential that is reasonably applicable to such Zone, as 
identified in the PJM Manuals.  
 

For each such Zone and sub-Zone, the Sell Offer threshold for each 
Demand Resource Provider shall be the higher of: 
 

● the Demand Resource Provider’s maximum Demand Resource 
quantity registered with PJM for such Zone/sub-Zone over the 
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current Delivery Year (at the time of plan submission) and two 
preceding Delivery Years; 

 
● the Demand Resource Provider’s maximum for any single 

Delivery Year of [such provider’s cleared Demand Resource 
quantity] plus [such provider’s quantity of Demand Resources 
included in FRR Capacity Plans] from the three forward Delivery 
Years addressed by the three most recent Base Residual Auctions 
for such Zone/sub-Zone; and 

 
● 10 MW. 

 
(d) Schedule.  The Demand Resource Provider shall provide an 

approximate timeline for procuring end-use customer sites as needed to physically deliver the 
total Nominated DR Value (for both Existing Demand Resources and Planned Demand 
Resources) by Zone/sub-Zone in the Demand Resource Sell Offer Plan.  The Demand Resource 
Provider must specify the cumulative number of customers and the cumulative Nominated DR 
Value associated with each end-use customer segment within each Zone/sub-Zone that the 
Demand Resource Provider expects (at the time of plan submission) to have under contract as of 
June 1 each year between the time of the auction and the subject Delivery Year. 
 

2. Demand Resource Officer Certification Form.  Each Demand Resource 
Sell Offer Plan must include a Demand Resource Officer Certification, signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification, in the form 
shown in the PJM Manuals, which form shall include the following certifications: 

 
(a) that the signing officer has reviewed the Demand Resource Sell Offer 

Plan and the information supplied to PJM in support of the Plan is true and correct as of the date 
of the certification; and 

 
(b) that the Demand Resource Provider is submitting the Plan with the 

reasonable expectation, based upon its analyses as of the date of the certification, to physically 
deliver all megawatts that clear the RPM Auction through Demand Resource registrations by the 
specified Delivery Year. 

 
As set forth in the form provided in the PJM manuals, the certification shall 

specify that it does not in any way abridge, expand, or otherwise modify the current provisions of 
the PJM Tariff, Operating Agreement and/or RAA, or the Demand Resource Provider’s rights 
and obligations thereunder, including the Demand Resource Provider’s ability to adjust capacity 
obligations through participation in PJM incremental auctions and bilateral transactions.  

 
3. Procedures.  No later than December 1 prior to the Base Residual Auction 

for a Delivery Year, PJM shall post to the PJM website a list of Zones and sub-Zones, if any, for 
which end-use customer site-specific information shall be required under the conditions specified 
in subsection A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery Year.  Once 
so identified, a Zone or sub-Zone shall remain on the list for future Delivery Years until the 
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threshold determined under subsection A-1(1)(c)(iv) above is not exceeded for three consecutive 
Delivery Years.  No later than 15 Business Days prior to the RPM Auction in which a Demand 
Resource Provider intends to offer a Demand Resource, the Demand Resource Provider shall 
submit to PJM a completed Demand Resource Sell Offer Plan template and a Demand Resource 
Officer Certification Form signed by a duly authorized officer of the Provider.  PJM will review 
all submitted DR Sell Offer Plans.  No later than 10 Business Days prior to the subject RPM 
Auction, PJM shall notify any Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same Delivery Year.  In such 
event, the MWs associated with such site(s) will not be approved for inclusion in a Sell Offer in 
an RPM Auction by any of the Demand Resource Providers, unless a Demand Resource Provider 
provides a letter of support from the end-use customer indicating that it is likely to execute a 
contract with that Demand Resource Provider for the relevant Delivery Year, or provides other 
comparable evidence of likely commitment.  Such letter of support or other supporting evidence 
must be provided to PJM no later than 7 Business Days prior to the subject RPM Auction.  If an 
end-use customer provides letters of support for the same site for the same Delivery Year to 
multiple Demand Resource Providers, the MWs associated with such end-use customer site shall 
not be approved as a Demand Resource for any of the Demand Resource Providers.  No later 
than 5 Business Days prior to the subject RPM Auction, PJM will notify each Demand Resource 
Provider of the approved Demand Resource quantity, by Zone/sub-Zone, that such Demand 
Resource Provider is permitted to offer into such RPM Auction. 
 
B. The Unforced Capacity value of a Demand Resource will be determined as: 
 

for the Delivery Years through May 31, 2018, or for FRR Capacity Plans for Delivery 
Years through May 31, 2019, the product of the Nominated Value of the Demand 
Resource, times the DR Factor, times the Forecast Pool Requirement, and for the 
2018/2019 Delivery Year and subsequent Delivery Years, or for FRR Capacity Plans the 
2019/2020 Delivery Year and subsequent Delivery Years, the product of the Nominated 
Value of the Demand Resource times the Forecast Pool Requirement.  Nominated Values 
shall be determined and reviewed in accordance with sections I and J, respectively, and 
the PJM Manuals.  The DR Factor is a factor established by the PJM Board with the 
advice of the Members Committee to reflect the increase in the peak load carrying 
capability in the PJM Region due to Demand Resources.  Peak load carrying capability is 
defined to be the peak load that the PJM Region is able to serve at the loss of load 
expectation defined in the Reliability Principles and Standards.  The DR Factor is the 
increase in the peak load carrying capability in the PJM Region due to Demand 
Resources, divided by the total Nominated Value of Demand Resources in the PJM 
Region.  The DR Factor will be determined using an analytical program that uses a 
probabilistic approach to determine reliability.  The determination of the DR Factor will 
consider the reliability of Demand Resources, the number of interruptions, and the total 
amount of load reduction. 

 
C. Demand Resources offered and cleared in a Base Residual or Incremental Auction shall 

receive the corresponding Capacity Resource Clearing Price as determined in such 
auction, in accordance with Attachment DD of the PJM Tariff.  For Delivery Years 
beginning with the Delivery Year that commences on June 1, 2013, any Demand 
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Resources located in a Zone with multiple LDAs shall receive the Capacity Resource 
Clearing Price applicable to the location of such resource within such Zone, as identified 
in such resource’s offer.  Further, the Curtailment Service Provider shall register its 
resource in the same location within the Zone as specified in its cleared sell offer, and 
shall be subject to deficiency charges under Attachment DD of this Tariff to the extent it 
fails to provide the resource in such location consistent with its cleared offer.  For either 
of the Delivery Year commencing on June 1, 2010 or commencing on June 1, 2012, if the 
location of a Demand Resource is not specified by a Seller in the Sell Offer on an 
individual LDA basis in a Zone with multiple LDAs, then Demand Resources cleared by 
such Seller will be paid a DR Weighted Zonal Resource Clearing Price, determined as 
follows: (i) for a Zone that includes non-overlapping LDAs, calculated as the weighted 
average of the Resource Clearing Prices for such LDAs,  weighted by the cleared 
Demand Resources registered by such Seller in each such LDA; or (ii) for a Zone that 
contains a smaller LDA within a larger LDA, calculated treating the smaller LDA and the 
remaining portion of the larger LDA as if they were separate LDAs, and weight-
averaging in the same manner as (i) above.   

 
D. The Party, Electric Distributor, or Curtailment Service Provider that establishes a 

contractual relationship (by contract or tariff rate) with a customer for load reductions is 
entitled to receive the compensation specified in section C for a committed Demand 
Resource, notwithstanding that such provider is not the customer’s energy supplier.  

 
E. Any Party hereto shall demonstrate that its Demand Resources performed during periods 

when load management procedures were invoked by the Office of the Interconnection.  
The Office of the Interconnection shall adopt and maintain rules and procedures for 
verifying the performance of such resources, as set forth in section K hereof and the PJM 
Manuals.  In addition, committed Demand Resources that do not comply with the 
directions of the Office of the Interconnection to reduce load during an emergency shall 
be subject to the penalty charge set forth in Attachment DD to the PJM Tariff. 

 
F. Parties may elect to place Demand Resources associated with Behind The Meter 

Generation under the direction of the Office of the Interconnection for a Delivery Year by 
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the 
Base Residual Auction for such Delivery Year.  This election shall remain in effect for 
the entirety of such Delivery Year.  In the event such an election is made, such Behind 
The Meter Generation will not be netted from load for the purposes of calculating the 
Daily Unforced Capacity Obligations under this Agreement. 

 
G. PJM measures Demand Resources in the following ways: 
 

Prior to June 1, 2016: Legacy Direct Load Control (LDLC) – Load management that is 
initiated directly by the Curtailment Service Provider’s market operations center or its 
agent, employing a communication signal to cycle equipment (typically water heaters or 
central air conditioners).  DLC programs are qualified based on load research and 
customer subscription data.  Curtailment Service Providers may rely on the results of load 
research studies identified in the PJM Manuals to set the per-participant load reduction 
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for LDLC programs.  Each Curtailment Service Provider relying on DLC load 
management must periodically update its LDLC switch operability rates, in accordance 
with the PJM Manuals.  

 
Firm Service Level (FSL) – Load management achieved by an end-use customer 
reducing its load to a pre-determined level (the Firm Service Level), upon notification 
from the Curtailment Service Provider’s market operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by an end-use customer 
reducing its load by a pre-determined amount (the Guaranteed Load Drop), upon 
notification from the Curtailment Service Provider’s market operations center or its 
agent. Typically, the load reduction is achieved through running customer-owned backup 
generators, or by shutting down process equipment. 
 

H. Each Curtailment Service Provider must satisfy (or contract with another LSE, 
Curtailment Service Provider, or electric distribution company to provide) the following 
requirements: 
 

● A point of contact with appropriate backup to ensure single call notification from PJM 
and timely execution of the notification process; 

 
● Supplemental status reports, detailing Demand Resources available, as requested by PJM; 
 
● Entry of customer-specific Demand Resource credit information, for planning and 

verification purposes, into the designated PJM electronic system.  
 
● Customer-specific compliance and verification information for each PJM-initiated 

Demand Resource event or Provider initiated test event, as well as aggregated Provider 
load drop data for Provider-initiated events, in accordance with established reporting 
guidelines. 

 
● Load drop estimates for all Demand Resource events and test events, prepared in 

accordance with the PJM Manuals. 
 
I. The Nominated Value of each Demand Resource shall be determined consistent with the 

process for determination of the capacity obligation for the customer.   
 

The Nominated Value for a Firm Service Level customer will be based on the peak load 
contribution for the customer, as typically determined by the 5CP methodology utilized 
by the electric distribution company to determine ICAP obligation values.  The  
Nominated Value  for Annual Demand Resources with a Capacity Performance 
commitment shall equal the lessor of i) total peak load contribution for the customers on 
the registration minus the nominated summer Firm Service Level multiplied by the loss 
factor and ii) total Winter Peak Load for customers on the registration multiplied by 
Zonal Winter Weather Adjustment Factor minus winter Firm Service level and then the 
result is multiplied by the loss factor. The Nominated Value for Limited Demand 
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Resources, Extended Summer Demand Resources, Base Capacity Demand Resources, 
Summer Period Demand Resources, and Annual Demand Resources without a Capacity 
Performance Commitment shall be total peak load contribution for the customers on the 
registration minus the nominated summer Firm Service Level multiplied by the loss 
factor. 
 
The Nominated Value for a Guaranteed Load Drop customer for Annual Demand 
Resources with a Capacity Performance commitment will be the lessor of the summer 
and winter guaranteed load drop amount, adjusted for system losses, as established by the 
customer’s contract with the Curtailment Service Provider. The Nominated Value for a 
Guaranteed Load Drop customer for Limited Demand Resources, Extended Summer 
Demand Resources, Base Capacity Demand Resources, Summer Period Demand 
Resources, and Annual Demand Resources without a Capacity Performance Commitment  
will be the summer guaranteed load drop amount, adjusted for system losses, as 
established by the customer’s contract with the Curtailment Service Provider. The 
maximum value nominated for any Demand Resource shall not exceed the customer’s 
Peak Load Contribution. 
 
Prior to June 1, 2016, the Nominated Value for a Legacy Direct Load Control program 
will be based on load research and customer subscription.  The maximum value of the 
program is equal to the approved per-participant load reduction multiplied by the number 
of active participants, adjusted for system losses. The per-participant impact is to be 
estimated at long-term average local weather conditions at the time of the summer peak. 
 
Customer-specific Demand Resource information (EDC account number, peak load 
contribution, Winter Peak Load, notification period, etc.) will be entered into the 
designated PJM electronic system to establish nominated values.  Additional data may be 
required, as defined in sections J and K and the PJM Manuals. 

 
J. Nominated Values shall be reviewed based on documentation of customer-specific data 

and Demand Resource information, to verify the amount of load management available 
and to set a maximum allowable Nominated Value.  Data is provided by both the zone 
EDC and the Curtailment Service Provider on templates supplied by PJM, and must 
include the EDC meter number or other unique customer identifier, Peak Load 
Contribution (5CP), Winter Peak Load, contract firm service level or guaranteed load 
drop values, applicable loss factor, zone/area location of the load drop, number of active 
participants, etc.  Such data must be uploaded and approved prior to the first day of the 
Delivery Year for such resource as a Demand Resource.  Curtailment Service Providers 
must provide this information concurrently to host EDCs. 

 
For Firm Service Level and Guaranteed Load Drop customers, the 5CP values, for the 
zone and affected customers, will be adjusted to reflect an “unrestricted” peak for a zone, 
based on information provided by the Curtailment Service Provider.  Load drop levels 
shall be estimated in accordance with guidelines in the PJM Manuals. 
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Prior to June 1, 2016, for Legacy Direct Load Control programs, the Curtailment Service 
Provider must provide information detailing the number of active participants in each 
program. Other information on approved LDLC programs will be provided by PJM. 
 

K. Compliance is the process utilized to review Provider performance during PJM-initiated 
Demand Resource events and Curtailment Service Provider initiated tests. Compliance 
will be established for each Provider on an event specific basis for the Curtailment 
Service Provider’s Demand Resources dispatched by the Office of the Interconnection 
during such event.  PJM will establish and communicate reasonable deadlines for the 
timely submittal of event data to expedite compliance reviews.  Compliance reviews will 
be completed as soon after the event as possible, with the expectation that reviews of a 
single event will be completed within two months of the end of the month in which the 
event took place.  Curtailment Service Providers are responsible for the submittal of 
compliance information to PJM for each PJM-initiated event and Curtailment Service 
Provider initiated test during the compliance period.   

 
Compliance is measured for Market Participant Bonus Performance, as applicable, and 
Non-Performance Charges.  Non-Performance Charges are assessed for the defined 
obligation period of each Demand Resource as defined in Article 1, subject to the 
following requirements:   

 
Prior to June 1, 2016, compliance for Legacy Direct Load Control programs will consider 
only the transmission of the control signal.  Curtailment Service Providers are required to 
report the time period (during the Demand Resource event) that the control signal was 
actually sent.   
 
Compliance is checked on an individual customer basis for Firm Service Level, by 
comparing actual load during the event to the firm service level.  Current load for a 
statistical sample of end-use customers may be used for compliance for residential non-
interval metered registrations in accordance with the PJM Manuals and subject to PJM 
approval. Curtailment Service Providers must submit actual customer load levels (for the 
event period) for the compliance report.  Compliance for FSL will be based on: 
 

Summer (June through October and the following May of a Delivery Year)- End 
use customer’s current Delivery Year peak load contribution (“PLC”) minus the 
metered load (“Load”) multiplied by the loss factor (“LF”). The calculation is 
represented by: 
 
(PLC) - (Load *LF) 
 
Winter (November through April of a Delivery Year)– End use customer’s Winter 
Peak Load (“WPL”) multiplied by Zonal Winter Weather Adjustment Factor 
(“ZWWAF”) multiplied by LF, minus the metered load (“Load”) multiplied by 
the LF.  The calculation is represented by: 
 
(WPL * ZWWAF * LF) – (Load * LF) 
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Compliance is checked on an individual customer basis for  Guaranteed Load Drop.  
Current load for a statistical sample of end-use customers may be used for compliance for 
residential non-interval metered registrations in accordance with the PJM Manuals and 
subject to PJM approval.  Guaranteed Load Drop compliance will be based on: 

 
(i) the lesser of (a) comparison load used to best represent what the load would have 

been if PJM did not declare a Load Management Event or the CSP did not initiate 
a test as outlined in the PJM Manuals, minus the Load and then multiplied by the 
LF, or (b) For a summer event, the PLC minus the Load multiplied by the LF.  A 
summer load reduction will only be recognized for capacity compliance if the 
Load multiplied by the LF is less than the PLC.  For a non-summer event, the 
WPL multiplied the ZWWAF multiplied by LF,  minus the Load multiplied by 
the LF. A non-summer load reduction will only be recognized for capacity 
compliance if the Load multiplied by the LF is less than the WPL multiplied by 
the ZWWAF multiplied by LF. 

(ii) Curtailment Service Providers must submit actual loads and comparison loads for 
all hours during the day of the Load Management Event or the Load Management 
performance test, and for all hours during any other days as required by the Office 
of the Interconnection to calculate the load reduction.  Comparison loads must be 
developed from the guidelines in the PJM Manuals, and note which method was 
employed. 

(iii) Methodologies for establishing comparison load for Guaranteed Load Drop end-
use customers are described in greater detail in Manual M-19, PJM Manual for 
Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines. 

 
Compliance is averaged over the Load Management Event for non-interval metered 
LDLC programs, prior to June 1, 2016.  Compliance is averaged over the Load 
Management Event for Demand Resource without a Capacity Performance commitment 
or on an hourly basis for Demand Resources with a Capacity Performance commitment, 
for each FSL and GLD customer dispatched by the Office of the Interconnection for at 
least 30 minutes of the clock hour (i.e., “partial dispatch compliance hour”).  The 
registered capacity commitment for the partial dispatch compliance hour will be prorated 
based on the number of minutes dispatched during the clock hour and as defined in the 
Manuals.  Curtailment Service Provider may submit 1 minute load data for use in 
capacity compliance calculations for partial dispatch compliance hours subject to PJM 
approval and in accordance with the PJM Manuals where: (a) metering meets all Tariff 
and Manual requirements, (b) 1 minute load data shall be submitted to PJM for all 
locations on the registration, and (c) 1 minute load data measures energy consumption 
over the minute.   
 
For all Delivery Years: 
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Demand Resources may not reduce their load below zero (i.e., export energy into the 
system). No compliance credit will be given for an incremental load drop below zero.  
Compliance will be totaled over all FSL and GLD customers and LDLC programs (prior 
to June 1, 2016) to determine a net compliance position for the event for each Provider by 
Zone, for all Demand Resources committed by such Provider and dispatched by the 
Office of the Interconnection in the zone.  Deficiencies shall be as further determined in 
accordance with section 11 of Schedule DD to the PJM Tariff. 

 
L. Energy Efficiency Resources 
 

1. An Energy Efficiency Resource is a project, including installation of more 
efficient devices or equipment or implementation of more efficient processes or 
systems, exceeding then-current building codes, appliance standards, or other 
relevant standards, designed to achieve a continuous (during peak summer and 
winter periods as described herein) reduction in electric energy consumption at 
the End-Use Customer’s retail site that is not reflected in the peak load forecast 
prepared for the Delivery Year for which the Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, 
without any requirement of notice, dispatch, or operator intervention. 

 
2. An Energy Efficiency Resource may be offered as a Capacity Resource in the 

Base Residual or Incremental Auctions for any Delivery Year beginning on or 
after June 1, 2011.  No later than 30 days prior to the auction in which the 
resource is to be offered, the Capacity Market Seller shall submit to the Office of 
the Interconnection a notice of intent to offer the resource into such auction and a 
measurement and verification plan.  The notice of intent shall include all pertinent 
project design data, including but not limited to the peak-load contribution of 
affected customers, a full description of the equipment, device, system or process 
intended to achieve the load reduction, the load reduction pattern, the project 
location, the project development timeline, and any other relevant data. Such 
notice also shall state the seller’s proposed Nominated Energy Efficiency Value. 

   
• For Delivery Years through May 31, 2018 for all Energy Efficiency Resources 

not committed as a Capacity Performance Resource, the seller’s proposed 
Nominated Energy Efficiency Value shall be the expected average load 
reduction between the hour ending 15:00 EPT and the hour ending 18:00 EPT 
during all days from June 1 through August 31, inclusive, of such Delivery 
Year that is not a weekend or federal holiday; 

 
• For the 2018/2019 and 2019/2020 Delivery Years, the seller’s proposed 

Nominated Energy Efficiency Value for any Base Capacity Energy Efficiency 
Resource shall be the expected average load reduction between the hour 
ending 15:00 EPT and the hour ending 18:00 EPT during all days from June 1 
through August 31, inclusive, of such Delivery Year that is not a weekend or 
federal holiday; and  
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• For the 2018/2019 Delivery Year and subsequent Delivery Years and for any 
Annual Energy Efficiency Resource committed as a Capacity Performance 
Resource for the 2016/2017 and 2017/2018 Delivery Years, the seller’s 
proposed Nominated Energy Efficiency Value for any Annual Energy 
Efficiency Resources, shall be the expected average load reduction, for all 
days from June 1 through August 31, inclusive, of such Delivery Year that is 
not a weekend or federal holiday, between the hour ending 15:00 EPT and the 
hour ending 18:00 EPT.  In addition, the expected average load reduction for 
all days from January 1 through February 28, inclusive, of such Delivery Year 
that is not a weekend or federal holiday, between the hour ending 8:00 EPT 
and the hour ending 9:00 EPT and between the hour ending 19:00 EPT and 
the hour ending 20:00 EPT shall not be less than the Nominated Energy 
Efficiency Value; and 

 
• For the 2020/2021 Delivery Year and subsequent Delivery Years, the seller’s 

proposed Nominated Energy Efficiency Value for any Summer-Period Energy 
Efficiency Resource shall be the expected average load reduction between the 
hour ending 15:00 EPT and the hour ending 18:00 EPT during all days from 
June 1 through August 31, inclusive, of such Delivery Year that is not a 
weekend or federal holiday. 

 
The measurement and verification plan shall describe the methods and 
procedures, consistent with the PJM Manuals, for determining the amount of 
the load reduction and confirming that such reduction is achieved.  The Office 
of the Interconnection shall determine, upon review of such notice, the 
Nominated Energy Efficiency Value that may be offered in the Reliability 
Pricing Model Auction. 

 
3.  An Energy Efficiency Resource may be offered with a price offer or as Self-

Supply.  If an Energy Efficiency Resource clears the auction, it shall receive the 
applicable Capacity Resource Clearing Price, subject to section 5 below.  A 
Capacity Market Seller offering an Energy Efficiency Resource must comply with 
all applicable credit requirements as set forth in Attachment Q to the PJM Tariff.  
For Delivery Years through May 31, 2018, or for FRR Capacity Plans for 
Delivery Years through May 31, 2019, the Unforced Capacity value of an Energy 
Efficiency Resource offered into an RPM Auction shall be the Nominated Energy 
Efficiency value times the DR Factor and the Forecast Pool Requirement. For the 
2018/2019 Delivery Year and subsequent Delivery Years, or for FRR Capacity 
Plans for the 2019/2020 Delivery Year and subsequent Delivery Years, the 
Unforced Capacity value of an Energy Efficiency Resource offered into an RPM 
Auction shall be the Nominated Energy Efficiency Value times the Forecast Pool 
Requirement. 

 
4. An Energy Efficiency Resource that clears an auction for a Delivery Year may be 

offered in auctions for up to three additional consecutive Delivery Years, but shall 
not be assured of clearing in any such auction; provided, however, an Energy 
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Efficiency Resource may not be offered for any Delivery Year in which any part 
of the peak season is beyond the expected life of the equipment, device, system, 
or process providing the expected load reduction; and provided further that a 
Capacity Market Seller that offers and clears an Energy Efficiency Resource in a 
BRA may elect a New Entry Price Adjustment on the same terms as set forth in 
section 5.14(c) of this Attachment DD. 

 
5. For every Energy Efficiency Resource clearing an RPM Auction for a Delivery 

Year, the Capacity Market Seller shall submit to the Office of the Interconnection, 
by no later than 30 days prior to each Auction an updated project status and 
measurement and verification plan subject to the criteria set forth in the PJM 
Manuals.  

 
6. For every Energy Efficiency Resource clearing an RPM Auction for a Delivery 

Year, the Capacity Market Seller shall submit to the Office of the Interconnection, 
by no later than the start of such Delivery Year, an updated project status and 
detailed measurement and verification data meeting the standards for precision 
and accuracy set forth in the PJM Manuals.  The final value of the Energy 
Efficiency Resource during such Delivery Year shall be as determined by the 
Office of the Interconnection based on the submitted data.   

 
7. The Office of the Interconnection may audit, at the Capacity Market Seller’s 

expense, any Energy Efficiency Resource committed to the PJM Region.  The 
audit may be conducted any time including the Performance Hours of the 
Delivery Year. 
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SCHEDULE 6.1 
 

PRICE RESPONSIVE DEMAND 
 

A. As more fully set forth in this Schedule 6.1 and the PJM Manuals, for any Delivery Year 
beginning on or after June 1, 2015 (subject to a transition plan, as set forth below), any PRD 
Provider, including any FRR Entity, may commit that certain loads identified by such PRD 
Provider shall not exceed a specified demand level at specified prices during Maximum 
Generation Emergencies, as a consequence of the implementation of Price Responsive Demand.  
Based on information provided by the PRD Provider in a PRD Plan (and, to the extent such plan 
identifies a PRD Reservation Price, based on the clearing price in the Base Residual Auction or 
Third Incremental Auction, as applicable), the Office of the Interconnection shall determine the 
Nominal PRD Value for the specified loads identified by such PRD Provider by Zone (or sub-
Zonal LDA, if applicable).  The Office of the Interconnection shall adjust the PJM Region 
Reliability Requirement and LDA Reliability Requirements, as applicable, to reflect committed 
PRD.  Actual PRD reductions in response to price shall be added back in determining peak load 
contributions.  Any PRD Provider that fails fully to honor its PRD commitments for a Delivery 
Year shall be assessed compliance charges. 

B. End-use customer loads identified in a PRD Plan or PRD registration for a Delivery Year 
as Price Responsive Demand may not, for such Delivery Year, (i) be registered as Economic 
Load Response, Pre-Emergency Load Response or Emergency Load Response; (ii) be used as 
the basis of any Demand Resource Sell Offer or Energy Efficiency Resource Sell Offer in any 
RPM Auction; or (iii) be identified in a PRD Plan or PRD registration of any other PRD 
Provider.     

C. Any PRD Provider seeking to commit PRD hereunder for a Delivery Year must submit to 
the Office of the Interconnection a PRD Plan identifying and supporting the Nominal PRD Value 
(calculated as the difference between the PRD Provider’s Zonal Expected Peak Load Value of 
PRD and the Maximum Emergency Service Level of Price Responsive Demand) for each Zone 
(or sub-Zonal LDA, if applicable) for which such PRD is committed; such information shall be 
provided on a PRD Substation level to the extent available at the time the PRD Plan is submitted.  
Such plan must be submitted no later than the January 15 last preceding the Base Residual 
Auction for the Delivery Year for which such PRD is committed; any submitted plan that does 
not contain, by such January 15, all information required hereunder shall be rejected.  A PRD 
Provider may submit a PRD Plan, or a modified PRD Plan, by the January 15 last preceding the 
Third Incremental Auction for such Delivery Year requesting approval of additional Price 
Responsive Demand but only in the event, and to the extent, that the final peak load forecast for 
the relevant LDA for such Delivery Year exceeds the preliminary peak load forecast for such 
LDA and Delivery Year.  The Office of the Interconnection shall revise such requests (as 
adjusted, to the extent a PRD Reservation Price is specified, for the results of the Third 
Incremental Auction) for additional Price Responsive Demand downward, in accordance with 
rules in the PJM Manuals, if the submitted requests (as adjusted) in the aggregate exceed the 
increase in the load forecast in the LDA modeled.  The Office of the Interconnection shall advise 
the PRD Provider, following the Third Incremental Auction, of its acceptance of, or any 
downward adjustment to, the Nominal PRD Value based on its review of the PRD Plan and the 
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results of the auction.  Approval of the PRD Plan by the Office of the Interconnection shall 
establish a firm commitment by the PRD Provider to the specified Nominal PRD Value of Price 
Responsive Demand at each Zone (or sub-Zonal LDA, if applicable) during the relevant Delivery 
Year (subject to any PRD Reservation Price), and may not be uncommitted or replaced by any 
Capacity Resource.  Although the PRD Plan may include reasonably supported forecasts and 
expectations concerning the development of Price Responsive Demand for a Delivery Year, the 
PRD Provider’s commitment to a Nominal PRD Value for such Delivery Year shall not depend 
or be conditioned upon realization of such forecasts or expectations. 

D. All submitted PRD Plans must comply with the requirements and criteria in the PJM 
Manuals for such plans, including assumptions and standards specified in the PJM Manuals for 
estimates of expected load levels.   The PRD Plan shall explain and justify the methods used to 
determine the Nominal PRD Value.  All assumptions and relevant variables affecting the 
Nominal PRD Value must be clearly stated.  The PRD Plan must include sufficient data to allow 
a third party to audit the procedures and verify the Nominal PRD Value.  Any non-compliance 
with a Nominal PRD Value for a prior Delivery Year shall be identified and taken into account.  
In addition, each submitted PRD Plan must include: 

(i) documentation, in the form specified in the PJM Manuals, that: (1) where the PRD 
Provider is a Load Serving Entity, the Relevant Electric Retail Regulatory Authority has 
provided any required approval (including conditional approval, but only if the Load Serving 
Entity asserts that all such conditions have been satisfied) of such Load Serving Entity’s time-
varying retail rate structure and, regardless of whether RERRA approval is required, that such 
rate structure adheres to PRD implementation standards specified in the PJM Manuals;  and (2) 
where the PRD Provider is not a Load Serving Entity, such PRD Provider has in place 
contractual arrangements with the relevant end-use customers establishing a time-varying retail 
rate structure that conforms to any RERRA requirements, and adheres to PRD implementation 
standards specified in the PJM Manuals; in such cases, the PRD Provider shall provide the Office 
of the Interconnection copies of its applicable contracts with end-use customers (including any 
proposed contracts) within ten Business Days after a request for such contracts, or its PRD Plan 
shall be rejected;   

(ii) the expected peak load value that would apply, absent load reductions in response to 
price, to the end-use customer loads at a PRD Substation level, including applicable peak-load 
contribution data for such customers, to the extent available and otherwise at a Zonal (or sub-
Zonal LDA if applicable) level; 

(iii) the Maximum Emergency Service Level of the identified load given the load’s price-
responsive characteristics, at a PRD Substation level if available and otherwise at a Zonal (or 
sub-Zonal LDA if applicable) level; 

(iv) Price-consumption curves (“PRD Curves”) at a PRD Substation level if available and 
otherwise at a Zonal (or sub-Zonal LDA if applicable) level that detail the base consumption 
level of the identified loads; and the decreasing consumption levels at increasing prices, provided 
that all identified load reductions must be capable of full implementation within 15 minutes of 
declaration of a Maximum Generation Emergency by the Office of the Interconnection, and 
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provided further that the specified prices may not exceed the maximum energy offer price cap 
under the PJM Tariff and Operating Agreement; 

(v) the estimated Nominal PRD Value of the Price Responsive Demand at a PRD Substation 
level if available and otherwise at a Zonal (or sub-Zonal LDA if applicable) level;  

(vi) specifications of equipment used to satisfy the advanced metering and Supervisory 
Control criteria for eligible Price Responsive Demand, including a timeline and milestones 
demonstrating that such equipment shall be available and operational for the start of the relevant 
Delivery Year.   Such equipment shall comply with applicable RERRA requirements and shall 
be designed to meet all PRD requirements, including, without limitation, meter reading 
requirements and Supervisory Control requirements, specified in the PJM Manuals.  The PRD 
Provider shall demonstrate in the PRD Plan that the Supervisory Control equipment enables an 
automated load response by Price Responsive Demand to the price trigger; provided, however, 
that the PRD Provider may request in the PRD Plan an exception to the automation requirement 
for any individual registered end-use customer that is located at a single site and that has 
Supervisory Control over processes by which load reduction would be accomplished; and 
provided further that nothing herein relieves such end-use customer of the obligation to respond 
within 15 minutes to declaration of a Maximum Generation Emergency in accordance with 
applicable PRD Curves.  In addition to the above requirements and those in the PJM Manuals for 
metering equipment and associated data, metering equipment shall provide integrated hourly 
kWh values on an electric distribution company account basis and shall either meet the electric 
distribution company requirements for accuracy or have a maximum error of two percent over 
the full range of the metering equipment (including potential transformers and current 
transformers).  The installed metering equipment must be that used for retail electric service; or 
metering equipment owned by the end-use customer or PRD Provider that is approved by PJM 
and either  read electronically by PJM or read by the customer or PRD Provider and forwarded to 
PJM, in either case in accordance with requirements set forth in the PJM Manuals; and 
 
(vii) any RPM Auction clearing price below which the PRD Provider does not choose to 
commit PRD (“PRD Reservation Price”), specifying the relevant auction, Zone (or sub-Zonal 
LDA if applicable), and, if applicable, a range of up to ten pairs of PRD commitment levels and 
associated minimum RPM Auction clearing prices; provided however that the Office of the 
Interconnection may interpolate PRD commitment levels based on clearing prices between prices 
specified by the PRD Provider.  
 
E. Each PRD Provider that commits Price Responsive Demand through an accepted PRD 
Plan must, no later than one day before the tenth Business Day prior to the start of the Delivery 
Year for which such PRD is committed, register with PJM, in the form and manner specified in 
the PJM Manuals, sufficient PRD-eligible load at a PRD Substation level to satisfy its Nominal 
PRD Value commitment.  All information required in the PRD Plan to be at a PRD Substation 
level if available at the time of submission of the PRD Plan that was not provided at the time of 
submission of such plan must be provided with the registration.  The PRD Provider shall also 
identify in the registration each individual end-use customer with a peak demand of 10 kW or 
greater included in such Price Responsive Demand, the peak demand of such customers, the 
Load Serving Entity responsible for serving such customers, and the Load Serving Entities 
responsible for serving the end-use customers not identified on an individual basis.  PJM shall 
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provide notification of such PRD registrations to the applicable electric distribution 
company(ies) and load serving entity(ies).  The PRD Provider shall maintain, and provide to the 
Office of the Interconnection upon request, an identification of all individual end-use customers 
with a peak load contribution of less than 10kW included in such Price Responsive Demand, and 
the peak load contribution of such customers.  The PRD Provider must maintain its PRD 
Substation-level registration of PRD-eligible load at the level of its Zonal (or sub-zonal LDA, if 
applicable) Nominal PRD Value commitment during each day of the Delivery Year for which 
such commitment was made.  The PRD Provider may change the end-use customer registered to 
meet the PRD Provider’s commitment during the Delivery Year, but such PRD Provider must 
always in the aggregate register sufficient Price Responsive Demand to meet or exceed the Zonal 
(or sub-Zonal LDA, if applicable) committed Nominal PRD Value level.  A PRD Provider must 
timely notify the Office of the Interconnection, in accordance with the PJM Manuals, of all 
changes in PRD registrations.  Such notification must remove from the PRD Provider’s 
registration(s) any end-use customer load that no longer meets the eligibility criteria for PRD, 
effective as of the first day that such end-use customer load is no longer PRD-eligible.    
F. Each PRD Provider that is a Load Serving Entity shall be required to identify its 
committed Price Responsive Demand as price-sensitive demand at a PRD Substation level in the 
Day-Ahead and Real-Time Energy Markets.  Each PRD Provider that is not a Load Serving 
Entity shall be required to identify its committed Price Responsive Demand as price-sensitive 
demand at a PRD Substation level in the Real-Time Energy Market.  The most recent PRD 
Curve submitted by the PRD Provider in its PRD Plan or PRD registration shall be used for such 
purpose unless and until changed by the PRD Provider in accordance with the market rules of the 
Office of the Interconnection, provided that any changes to PRD Curves must be consistent with 
the PRD Provider’s commitment of Price Responsive Demand hereunder.     

G. The Obligation Peak Load of a Load Serving Entity that serves end-users registered as 
Price Responsive Demand in any Zone shall be as determined in Schedule 8 to this Agreement; 
provided, however, that such Load Serving Entity shall receive, for each day that an approved 
Price Response Demand registration is effective and applicable to such LSE’s load, a Price 
Responsive Demand Credit for such registration during the Delivery Year, against the Locational 
Reliability Charge otherwise assessed upon such Load Serving Entity in such Zone for such day, 
determined as follows: 

 

LSE PRD Credit =  [( Share of Zonal Nominal PRD Value committed in Base Residual 
Auction  * (FZWNSP/FZPLDY) * Final Zonal RPM  Scaling Factor * FPR * 
Final Zonal Capacity Price) + (Share of Zonal Nominal PRD Value committed in 
Third Incremental Auction * (FZWNSP/FZPLDY) * Final Zonal RPM  Scaling 
Factor * FPR * Final Zonal Capacity Price * Third Incremental Auction 
Component of Final Zonal Capacity Price stated as a Percentage)] .  

Where: 

Share of Zonal Nominal PRD Value Committed in Base Residual Auction = Nominal 
PRD Value for such registration/Total Zonal Nominal PRD Value of all Price Responsive 
Demand registered by the PRD Provider of such registration *Zonal Nominal PRD Value 
committed in the Base Residual Auction by the PRD Provider of such registration . 
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 Share of Zonal Nominal PRD Value Committed in Third Incremental Auction = 
Nominal PRD Value for such registration/Total Zonal Nominal PRD Value of all Price 
Responsive Demand registered by the PRD Provider of such registration *Zonal Nominal 
PRD Value committed in the Third Incremental Auction by the PRD Provider of such 
registration. 

 
FZPLDY = Final Zonal Peak Load Forecast for such Delivery Year; and 

FZWNSP = Zonal Weather-Normalized Peak Load for the summer concluding prior to 
the commencement of such Delivery Year; 

And where the PRD registration is associated with a sub-Zone, the Share of the Nominal PRD 
Value Committed in Base Residual Auction or Third Incremental Auction will be based on the 
Nominal PRD Values committed and registered in a sub-Zone. A Load Serving Entity will 
receive a LSE PRD Credit for each approved Price Responsive Demand registration that is 
effective and applicable to load served by such Load Serving Entity on a given day.  The total 
daily credit to an LSE in a Zone shall be the sum of the credits received as a result of all 
approved registrations in the Zone for load served by such LSE on a given day.  
H. A PRD Provider may transfer all or part of its PRD commitment for a Delivery Year in a 
Zone (or sub-Zonal LDA) to another PRD Provider for its use in the same Zone or sub-Zonal 
LDA, through notice of such transfer provided by both the transferor and transferee PRD 
Providers to the Office of the Interconnection in the form and manner specified in the PJM 
Manuals.  From and after the effective date of such transfer, and to the extent of such transfer, 
the transferor PRD Provider shall be relieved of its PRD commitment and credit requirements, 
shall not be liable for PRD compliance charges, and shall not be entitled to a Price Responsive 
Demand Credit; and the transferee PRD Provider, to the extent of such transfer, shall assume 
such PRD commitment, credit requirements, and obligation for compliance charges and, if it is a 
Load Serving Entity, shall be entitled to a Price Responsive Demand Credit.   
I. Any PRD Provider that commits Price Responsive Demand and does not register and 
maintain registration of sufficient PRD-eligible load, (including, without limitation, failing to 
install or maintain the required advanced metering or Supervisory Control facilities) in a Zone 
(or sub-Zonal LDA, if applicable) to satisfy in full its Nominal PRD Value commitment in such 
Zone (or sub-Zonal LDA) on each day of the Delivery Year for which such commitment is made 
shall be assessed a compliance charge for each day that the registered Price Responsive Demand 
is less than the committed Nominal PRD Value.  Such daily penalty shall equal: 

[MW Shortfall] * [Forecast Pool Requirement] * [(Weighted Final Zonal Capacity Price in 
$/MW-day)  

 + higher of (0.2 * Weighted Final Zonal Capacity Price) or ($20/MW-day)] 

Where:  MW Shortfall = Daily Nominal PRD Value committed in such PRD Provider’s PRD 
Plan (including any permitted amendment to such plan) for the relevant Zone or sub-Zonal LDA  
– Daily Nominal PRD Value as a result of PRD registration for such Zone or sub-Zonal LDA; 
and  

Weighted Final Zonal Capacity Price is the average of the Final Zonal Capacity Price and the 
price component of the Final Zonal Capacity Price attributable to the Third Incremental Auction, 
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weighted by the Nominal PRD Values committed by such PRD Provider in connection with the 
Base Residual Auction and those committed by such PRD Provider in connection with the Third 
Incremental Auction. 

The MW Shortfall shall not be reduced through replacement of the Price Responsive Demand by 
any Capacity Resource or Excess Commitment Credits, provided, however, that the PRD 
Provider may register additional PRD-eligible end-use customer load to satisfy its PRD 
commitment. 

J. PRD Providers shall be responsible for verifying the performance of their PRD loads 
during each maximum emergency event declared by the Office of the Interconnection.  PRD 
Providers shall demonstrate that the identified PRD loads performed in accordance with the PRD 
Curves submitted at a PRD Substation level in the PRD Plan or PRD registration; provided, 
however, that the previously submitted MESL value shall be adjusted by a ratio equal to the 
amount by which the actual Zonal load during the declared event exceeded the PJM load forecast 
underlying the previously submitted MESL value.  In accordance with procedures and deadlines 
specified in the PJM Manuals, the PRD Providers must submit actual customer load levels for all 
hours during the declared event and all other information reasonably required by the Office of 
the Interconnection to verify performance of the committed PRD loads.  

K. If the identified loads submitted for a Zone (or sub-Zonal LDA) by a PRD Provider 
exceed during any Emergency the aggregate Maximum Emergency Service Level (“MESL”) 
specified in all PRD registrations of such PRD Provider that have a PRD Curve specifying a 
price at or below the highest Real-time LMP recorded during such Emergency, the PRD Provider 
that committed such loads as Price Responsive Demand shall be assessed a compliance charge 
hereunder.  The charge shall be based on the net performance during an Emergency of the loads 
that were identified as Price Responsive Demand for such Delivery Year in the PRD registrations 
submitted by such PRD Provider in each Zone (or sub-Zonal LDA, if applicable) and that 
specified a price at the MESL that is at or below the highest Real-Time LMP recorded during 
such Emergency.  The compliance charge hereunder shall equal: 

[MW Shortfall] * [Forecast Pool Requirement] * [(Weighted Final Zonal Capacity Price in 
$/MW-day)  

 + higher of (0.2 * Final Zonal Capacity Price) or ($20/MW-day)] * 365 days 

Where:  MW Shortfall = [highest hourly integrated aggregate metered load for such PRD 
Provider’s PRD load in the Zone or sub-Zonal LDA meeting the price condition specified above] 
– {(aggregate MESL for the Zone or sub-Zonal LDA) * the higher of [1.0] or [(actual Zonal load 
– actual total PRD load in Zone) / (Final Zonal Peak Load Forecast – final Zonal Expected Peak 
Load Value of PRD in total for all PRD load in Zone meeting the price condition specified 
above)]}.   

For purposes of the above provision, the MW Shortfall for any portion of the Emergency event 
that is less than a full clock hour shall be treated as a shortfall for a full clock hour unless either:  
(i) the load was reduced to the adjusted MESL level within 15 minutes of the emergency 
procedures notification, regardless of the response rate submitted, or (ii) the hourly integrated 
value of the load was at or below the adjusted MESL.  Such MW shortfall shall not be reduced 
through replacement of the Price Responsive Demand by any Capacity Resource or Excess 
Commitment Credits; provided, however, that the performance and MW Shortfalls of all PRD-
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eligible load registered by the PRD Provider, including any additional or replacement load 
registered by such PRD Provider, provided that it meets the price condition specified above, shall 
be reflected in the calculation of the overall MW Shortfall.  Any greater MW Shortfall during a 
subsequent Emergency for such Zone or sub-Zonal LDA during the same Delivery Year shall 
result in a further charge hereunder, limited to the additional increment of MW Shortfall.  As 
appropriate, the MW Shortfall for non-compliance during an Emergency shall be adjusted 
downward to the extent such PRD Provider also was assessed a compliance penalty for failure to 
register sufficient PRD to satisfy its PRD commitment. 
 
L. PRD Providers that register Price Responsive Demand shall be subject to test at least 
once per year to demonstrate the ability of the registered Price Responsive Demand to reduce to 
the specified Maximum Emergency Service Level, and such PRD Providers shall be assessed a 
compliance charge to the extent of failure by the registered Price Responsive Demand during 
such test to reduce to the Maximum Emergency Service Level, in accordance with the following: 
 
(i) If the Office of the Interconnection does not declare during the relevant Delivery Year a 
Maximum Generation Emergency that requires the registered PRD to reduce to the Maximum 
Emergency Service Level then such registered PRD must demonstrate that it was tested for a 
one-hour period during any hour when a Maximum Generation Emergency may be called during 
June through October or the following May of the relevant Delivery Year.  If a Maximum 
Generation Emergency that requires the registered PRD to reduce to the Maximum Emergency 
Service Level is called during the relevant Delivery Year, then no compliance charges will be 
assessed hereunder. 
 
(ii) All PRD registered in a zone must be tested simultaneously except that, when less than 
25 percent (by megawatts) of a PRD Provider’s total PRD registered in a Zone fails a test, the 
PRD Provider may conduct a re-test limited to all registered PRD that failed the prior test, 
provided that such re-test must be at the same time of day and under approximately the same 
weather conditions as the prior test, and provided further that all affiliated registered PRD must 
test simultaneously, where affiliated means registered PRD that has any ability to shift load and 
that is owned or controlled by the same entity.  If less than 25 percent of a PRD Provider’s total 
PRD registered in a Zone fails the test and the PRD Provider chooses to conduct a retest, the 
PRD Provider may elect to maintain the performance compliance result for registered PRD 
achieved during the test if the PRD Provider: (1) notifies the Office of the Interconnection 48 
hours prior to the re-test under this election; and (2) the PRD Provider retests affiliated registered 
PRD under this election as set forth in the PJM Manuals. 
 
(iii) A PRD Provider that registered PRD shall be assessed a PRD Test Failure Charge equal 
to the net PRD capability testing shortfall in a Zone during such test in the aggregate of all of 
such PRD Provider’s registered PRD in such Zone times the PRD Test Failure Charge Rate.  The 
net capability testing shortfall in such Zone shall be the following megawatt quantity, converted 
to an Unforced Capacity basis using the applicable Forecast Pool Requirement:   
 
MW Shortfall = [highest hourly integrated aggregate metered load for such PRD Provider’s PRD 
load in the Zone or sub-Zonal LDA] – {(aggregate MESL for the Zone or sub-Zonal LDA) * the 
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higher of [1.0] or [(actual Zonal load – actual total PRD load in Zone) / (Final Zonal Peak Load 
Forecast – final Zonal Expected Peak Load Value of PRD in total for all PRD load in Zone]}. 
 
The net PRD capability testing shortfall in such Zone shall be reduced by the PRD Provider’s 
summer daily average of the MW shortfalls determined for compliance charge purposes under 
section I of this Schedule 6.1 in such Zone for such PRD Provider’s registered PRD. 
 
(iv) The PRD Test Failure Charge Rate shall equal such PRD Provider’s Weighted Final 
Zonal Capacity Price in such Zone plus the greater of (0.20 times the Weighted Final Zonal 
Capacity Price in such Zone or $20/MW-day) times the number of days in the Delivery Year, 
where the Weighted Final Zonal Capacity Price is the average of the Final Zonal Capacity Price 
and the price component of the Final Zonal Capacity Price attributable to the Third Incremental 
Auction, weighted by the Nominal PRD Values committed by such PRD Provider in connection 
with the Base Residual Auction and those committed by such PRD Provider in connection with 
the Third Incremental Auction.  Such charge shall be assessed daily and charged monthly (or 
otherwise in accordance with customary PJM billing practices in effect at the time); provided, 
however, that a lump sum payment may be required to reflect amounts due, as a result of a test 
failure, from the start of the Delivery Year to the day that charges are reflected in regular billing. 
    
M. The revenue collected from assessment of the charges assessed under subsections I, K, 
and L of this Schedule 6.1 shall be distributed on a pro-rata basis to all entities that committed 
Capacity Resources in the RPM Auctions for the Delivery Year for which the compliance charge 
is assessed, pro rata based on each such entity’s revenues from Capacity Market Clearing Prices 
in such auctions, net of any compliance charges incurred by such entity. 

N. Aggregate Price Responsive Demand that may be registered shall be limited for the first 
three Delivery Years that peak load adjustments for Price Responsive Demand are allowed under 
this Agreement.  The maximum quantity of Price Responsive Demand that may be registered by 
all PRD Providers for the PJM Region as a whole shall be: 

 1. 2500 MW for the Delivery Year that begins on June 1, 2016; 

 2. 3500 MW for the Delivery Year that begins on June 1, 2017; and  

 3. 4000 MW for the Delivery Year that begins on June 1, 2018. 

For Delivery Years in which the region-wide limit is not met, no limit as to the amount of Price 
Responsive Demand that may register in a Zone (or sub-Zone) shall apply.  However, in the 
event the region-wide limit is met for a Delivery Year, then a portion of such limit shall be 
assigned to each Zone (or sub-Zonal LDA, if applicable) pro rata based on each such Zone’s (or 
sub-Zone’s) Preliminary Zonal Peak Load Forecast for the Delivery Year compared to the PJM 
Region’s Preliminary RTO Peak Load Forecast for such Delivery Year (less, in each case, load 
expected to be served in such area under the Fixed Resource Requirement).  Within each Zone 
(or sub-Zonal LDA, if applicable) the permitted registrations shall be those quantities within the 
Zonal (or sub-Zonal LDA) limit with the lowest identified PRD Reservation Prices for their 
identified loads; and, as between PRD Providers submitting PRD registrations at the same PRD 
Reservation Price, pro rata based on each such LSE’s share of the Preliminary Zonal Peak Load 
Forecast for such Zone (or sub-Zonal LDA) less load expected to be served under the Fixed 
Resource Requirement.  For Delivery Years in which the region-wide limit is met, any PRD 
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registrations that are not permitted by operation of this section will, to the extent not permitted, 
not be required to perform in accordance with its registration, not be considered in determining 
an LSE’s PRD Credit or Nominal PRD Value, and not be accounted for in the applicable PRD 
Provider’s PRD Curves.  Nothing in this section precludes price-responsive load from exercising 
any opportunity it may otherwise have to participate in the day-ahead or real-time energy 
markets in the PJM Region. For Delivery Years beginning on or after June 1, 2019, there is no 
limit on the quantity of Price Responsive Demand that may register. 
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SCHEDULE 8 
 

DETERMINATION OF UNFORCED CAPACITY OBLIGATIONS 
 

A. For each billing month during a Delivery Year, the Daily Unforced Capacity 
Obligation of a Party that has not elected the FRR Alternative for such Delivery 
Year shall be determined on a daily basis for each Zone as follows: 

 
 Daily Unforced Capacity Obligation = OPL x Final Zonal RPM Scaling Factor x 

FPR 
 
 Where: 
 

OPL  = Obligation Peak Load, defined asthe daily summation of the weather-
adjusted coincident summer peak, last preceding the Delivery Year, of the 
end-users in such Zone (net of operating Behind The Meter Generation, 
but not to be less than zero) for which such Party was responsible on that 
billing day, as determined in accordance with the procedures set forth in 
the PJM Manuals  

 
Final Zonal RPM Scaling Factor = the factor determined as set forth in sections 

B and C of this Schedule 
 

FPR   = the Forecast Pool Requirement 
 
Netting of Behind the Meter Generation for a Party with regard to Non-Retail Behind the 

Meter Generation shall be subject to the following limitation: 
 
For the 2006/2007 Planning Period, 100 percent of the operating Non-Retail Behind the 

Meter Generation shall be netted, provided that the total amount of Non-Retail 
Behind the Meter Generation in the PJM Region does not exceed 1500 megawatts 
(“Non-Retail Threshold”).  For each Planning Period/Delivery Year thereafter, the 
Non-Retail threshold shall be proportionately increased based on load growth in 
the PJM Region but shall not be greater than 3000 megawatts.  Load growth shall 
be determined by the Office of the Interconnection based on the most recent 
forecasted weather-adjusted coincident summer peak for the PJM Region divided 
by the weather-adjusted coincident peak for the previous summer for the same 
area.  After the load growth factor is applied, the Non-Retail Threshold will be 
rounded up or down to the nearest whole megawatt and the rounded number shall 
be the Non-Retail Threshold for the current Planning Period and the base amount 
for calculating the Non-Retail Threshold for the succeeding planning period.  If 
the Non-Retail Threshold is exceeded, the amount of operating Non-Retail 
Behind the Meter Generation that a Party may net shall be adjusted according to 
the following formula: 
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Party Netting Credit = (NRT/ PJM NRBTMG) * Party Operating NRBTMG 
 
Where:  NRBTMG is Non-Retail Behind the Meter Generation 
 
 NRT is the Non-Retail Threshold 
 
 PJM NRBTMG is the total amount of Non-Retail Behind the Meter Generation in 

the PJM Region 
 
The total amount of Non-Retail Behind the Meter Generation that is eligible for netting in 

the PJM Region is 3000 megawatts.  Once this 3000 megawatt limit is reached, 
any additional Non-Retail Behind the Meter Generation which operates in the 
PJM Region will be ineligible for netting under this section. 

 
In addition, the Party NRBTMG Netting Credit shall be adjusted pursuant to Schedule 16 

of this Agreement, if applicable. 
 
A Party shall be required to report to PJM such information as is required to facilitate the 

determination of its NRBTMG Netting Credit in accordance with the procedures 
set forth in the PJM Manuals.    

 
B. Following the Base Residual Auction for a Delivery Year, the Office of the 

Interconnection shall determine the Base Zonal RPM Scaling Factor and the Base 
Zonal Unforced Capacity Obligation for each Zone for such Delivery Year as 
follows: 

 
For Delivery Years through May 31, 2018, Base Zonal Unforced Capacity 
Obligation = (ZWNSP * Base Zonal RPM Scaling Factor * FPR) + Zonal Short-
Term Resource Procurement Target   
 
For the 2018/2019 Delivery Year and subsequent Delivery Years, Base Zonal 
Unforced Capacity Obligation = (ZWNSP * Base Zonal RPM Scaling Factor * 
FPR) 

 
 and 
 
 Base Zonal RPM Scaling Factor  =  ZPLDY/ZWNSP x [RUCO / (RPLDY x 

FPR)] 
 
Where: 
 
 ZPLDY = Preliminary Zonal Peak Load Forecast for such Delivery Year 
 
 ZWNSP = Zonal Weather-Normalized Summer Peak for the summer season 

concluding four years prior to the commencement of such Delivery Year 
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 RUCO = the RTO Unforced Capacity Obligation satisfied in the Base 
Residual Auction for such Delivery Year. 

 
 RPLDY = RTO Preliminary Peak Load Forecast for such Delivery Year. 
 
 For purposes of such determination, PJM shall determine the Preliminary RTO 

Peak Load Forecast, and the Preliminary Zonal Peak Load Forecasts for each 
Zone, in accordance with the PJM Manuals for each Delivery Year no later than 
one month prior to the Base Residual Auction for such Delivery Year.  PJM shall 
determine the Updated  RTO and Zonal Peak Load Forecasts in accordance with 
the PJM Manuals for each Delivery Year no later than one month prior to each of 
the First, Second, and Third Incremental Auctions for such Delivery Year.  PJM 
shall determine the most recent Weather Normalized Summer Peak for each Zone 
no later than seven months prior to the start of the Delivery Year, and shall 
calculate the RTO Weather Normalized Summer Peak as the sum of the Weather 
Normalized Summer Peaks for all Zones.   

 
 C. The Final RTO Unforced Capacity Obligation for a Delivery Year shall be equal 

to the sum of the unforced capacity obligations satisfied through the Base 
Residual Auction and the First, Second, Third, and any Conditional Incremental 
Auctions for such Delivery Year.  The unforced capacity obligation satisfied in an 
Incremental Auction may be negative if capacity is decommitted in such auction.  
The Final Zonal Unforced Capacity Obligation for a Zone shall be equal to such 
Zone’s pro rata share of the Final RTO Unforced Capacity Obligation for the 
Delivery Year based on the Final Zonal Peak Load Forecast made one month 
prior to the Third Incremental Auction  The Final Zonal RPM Scaling Factor shall 
be equal to the Final Zonal Unforced Capacity Obligation divided by (FPR times 
the Zonal Weather Normalized Summer Peak for the summer concluding prior to 
the commencement of such Delivery Year). 

 
D. 1. No later than five months prior to the start of each Delivery Year, the 

Electric Distributor for a Zone shall allocate the most recent Weather Normalized 
Summer Peak for such Zone to determine the Obligation Peak Load for each end-
use customer within such Zone. 

 
2. During the Delivery Year, no later than 36 hours prior to the start of each 

Operating Day, the Electric Distributor shall provide to PJM for each Party to this 
Agreement serving load in such Electric Distributor’s Zone the Obligation Peak 
Load for all end-use customers served by such Party in such Zone.  The Electric 
Distributor may submit corrections to the Obligation Peak Load data up to 
12:00PM Eastern Prevailing Time of the next Business Day following the 
Operating Day. 

 
3. For purposes of such allocations, the daily sum of the Obligation Peak Loads of 

all Parties serving load in a Zone must equal the Zonal Obligation Peak Load for 
such Zone. 
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H. Annexation of service territory by Public Power Entity 
 
1. In the event a Public Power Entity that is an FRR Entity annexes service territory to 
include new customers on sites where no load had previously existed, then the incremental load 
on such a site shall be treated as unanticipated load growth, and such FRR Entity shall be 
required to commit sufficient resources to cover such obligation in the relevant Delivery Year.   
 
2. In the event a Public Power Entity that is an FRR Entity annexes service territory to 
include load from a Party that has not elected the FRR Alternative, then: 
 
a. For any Delivery Year for which a Base Residual Auction already has been conducted, 

such acquiring FRR Entity shall pay a Locational Reliability Charge for the acquired 
load. 

   
b. For any Delivery Year for which a Base Residual Auction has not been conducted, such 

acquiring FRR Entity shall include such incremental load in its FRR Capacity Plan. 
 
3. Annexation whereby a Party that has not elected the FRR Alternative acquires load from 
an FRR Entity: 
 
a. For any Delivery Year for which a Base Residual Auction already has been conducted, 

PJM would consider shifted load as unanticipated load growth for purposes of 
determining the RTO/LDA Reliability Requirements, Limited Resource and Sub-Annual 
Constraints for the 2017/2018 Delivery Year, and Base Capacity Demand Resource 
Constraint and Base Capacity Resource Constraint for the 2018/2019 and 2019/2020 
Delivery Years in all future Incremental Auctions for such Delivery Years, and such 
shifted load shall pay a Locational Reliability Charge. For the next Incremental Auction, 
the FRR Entity would have an RPM must offer requirement for a fixed amount of 
unforced capacity equal to the shifted load times the updated Forecast Pool Requirement 
applicable to the next Incremental Auction.  The FRR Entity would continue to have an 
RPM must offer requirement for all future Incremental Auctions for such Delivery Year; 
however, the RPM must offer requirement would terminate once the FRR Entity cleared 
the required fixed amount of Unforced Capacity in Incremental Auction(s) for such 
Delivery Year. 

 
b. For any Delivery Year for which a Base Residual Auction has not been conducted, the 

FRR Entity that lost such load would no longer include such load in its FRR Capacity 
Plan, and PJM would include such shifted load in future BRAs. 
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1. Definitions 
 
Unless the context otherwise specifies or requires, capitalized terms used in this PJM Tariff shall 
have the respective meanings assigned herein or in the Schedules hereto, or in the PJM Operating 
Agreement or RAA if not otherwise defined in this PJM Tariff, for all purposes of this PJM 
Tariff (such definitions to be equally applicable to both the singular and the plural forms of the 
terms defined). Unless otherwise specified, all references herein to sections, Schedules, Exhibits 
or Appendices are to sections, Schedules, Exhibits or Appendices of this Agreement.  As used in 
this Agreement  
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Definitions – A - B 
 
Abnormal Condition: 
 
“Abnormal Condition” shall mean any condition on the Interconnection Facilities which, 
determined in accordance with Good Utility Practice, is: (i) outside normal operating parameters 
such that facilities are operating outside their normal ratings or that reasonable operating limits 
have been exceeded; and (ii) could reasonably be expected to materially and adversely affect the 
safe and reliable operation of the Interconnection Facilities; but which, in any case, could 
reasonably be expected to result in an Emergency Condition.  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, standing alone, constitute an Abnormal Condition. 
 
Acceleration Request: 
 
“Acceleration Request” shall mean a request pursuant to Operating Agreement, Schedule 1, 
section 1.9.4A, and the parallel provisions of Tariff, Attachment K-Appendix, to accelerate or 
reschedule a transmission outage scheduled pursuant to Operating Agreement, Schedule 1, 
sections 1.9.2 or 1.9.4, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Additional Day-ahead Scheduling Reserves Requirement: 
 
“Additional Day-ahead Scheduling Reserves Requirement” shall mean the portion of the Day-
ahead Scheduling Reserves Requirement that is required in addition to the Base Day-ahead 
Scheduling Reserves Requirement to ensure adequate resources are procured to meet real-time 
load and operational needs, as specified in the PJM Manuals. 
 
Affected System: 
 
“Affected System” shall mean an electric system other than the Transmission Provider’s 
Transmission System that may be affected by a proposed interconnection or on which a proposed 
interconnection or addition of facilities or upgrades may require modifications or upgrades to the 
Transmission System. 
 
Affected System Operator: 
 
“Affected System Operator” shall mean an entity that operates an Affected System or, if the 
Affected System is under the operational control of an independent system operator or a regional 
transmission organization, such independent entity. 
 
Affiliate: 
 
”Affiliate” shall mean any two or more entities, one of which controls the other or that are under 
common control.  “Control” shall mean the possession, directly or indirectly, of the power to 
direct the management or policies of an entity.  Ownership of publicly-traded equity securities of 
another entity shall not result in control or affiliation for purposes of the Tariff or Operating 
Agreement if the securities are held as an investment, the holder owns (in its name or via 
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intermediaries) less than 10 percent of the outstanding securities of the entity, the holder does not 
have representation on the entity’s board of directors (or equivalent managing entity) or vice 
versa, and the holder does not in fact exercise influence over day-to-day management decisions.  
Unless the contrary is demonstrated to the satisfaction of the Members Committee, control shall 
be presumed to arise from the ownership of or the power to vote, directly or indirectly, ten 
percent or more of the voting securities of such entity. 
 
Agreements: 
 
“Agreements” shall mean the Amended and Restated Operating Agreement of PJM 
Interconnection, L.L.C., the PJM Open Access Transmission Tariff, the Reliability Assurance 
Agreement, and/or other agreements between PJM Interconnection, L.L.C. and its Members. 
 
Ancillary Services: 
 
“Ancillary Services” shall mean those services that are necessary to support the transmission of 
capacity and energy from resources to loads while maintaining reliable operation of the 
Transmission Provider’s Transmission System in accordance with Good Utility Practice. 
 
Annual Demand Resource: 
 
“Annual Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Annual Energy Efficiency Resource: 

 
“Annual Energy Efficiency Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Annual Resource:  
 
“Annual Resource” shall mean a Generation Capacity Resource, an Annual Energy Efficiency 
Resource or an Annual Demand Resource.  
 
Annual Resource Price Adder:  
 
“Annual Resource Price Adder” shall mean, for Delivery Years starting June 1, 2014 and ending 
May 31, 2017,  an addition to the marginal value of Unforced Capacity and the Extended 
Summer Resource Price Adder as necessary to reflect the price of Annual Resources required to 
meet the applicable Minimum Annual Resource Requirement. 
 
Annual Revenue Rate: 
 
“Annual Revenue Rate” shall mean the rate employed to assess a compliance penalty charge on a 
Curtailment Service Provider under Tariff, Attachment DD, section 11. 
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Annual Transmission Costs: 
 
“Annual Transmission Costs” shall mean the total annual cost of the Transmission System for 
purposes of Network Integration Transmission Service shall be the amount specified in 
Attachment H for each Zone until amended by the applicable Transmission Owner or modified 
by the Commission. 
 
Applicable Laws and Regulations: 
 
“Applicable Laws and Regulations” shall mean all duly promulgated applicable federal, State 
and local laws, regulations, rules, ordinances, codes, decrees, judgments, directives, or judicial or 
administrative orders, permits and other duly authorized actions of any Governmental Authority 
having jurisdiction over the relevant parties, their respective facilities, and/or the respective 
services they provide. 
 
Applicable Regional Entity: 
 
“Applicable Regional Entity” shall mean the Regional Entity for the region in which a Network 
Customer, Transmission Customer, New Service Customer, or Transmission Owner operates. 
 
Applicable Standards: 
 
“Applicable Standards” shall mean the requirements and guidelines of NERC, the Applicable 
Regional Entity, and the Control Area in which the Customer Facility is electrically located; the 
PJM Manuals; and Applicable Technical Requirements and Standards. 
 
Applicable Technical Requirements and Standards: 
 
“Applicable Technical Requirements and Standards” shall mean those certain technical 
requirements and standards applicable to interconnections of generation and/or transmission 
facilities with the facilities of an Interconnected Transmission Owner or, as the case may be and 
to the extent applicable, of an Electric Distributor, as published by Transmission Provider in a 
PJM Manual provided, however, that, with respect to any generation facilities with maximum 
generating capacity of 2 MW or less (synchronous) or 5 MW or less (inverter-based) for which 
the Interconnection Customer executes a Construction Service Agreement or Interconnection 
Service Agreement on or after March 19, 2005, “Applicable Technical Requirements and 
Standards” shall refer to the “PJM Small Generator Interconnection Applicable Technical 
Requirements and Standards.”  All Applicable Technical Requirements and Standards shall be 
publicly available through postings on Transmission Provider’s internet website. 
 
Applicant: 
 
“Applicant” shall mean an entity desiring to become a PJM Member, or to take Transmission 
Service that has submitted the PJMSettlement credit application, PJMSettlement credit 
agreement and other required submittals as set forth in Tariff, Attachment Q. 
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Application: 
 
“Application” shall mean a request by an Eligible Customer for transmission service pursuant to 
the provisions of the Tariff. 
 
Attachment Facilities: 
 
“Attachment Facilities” shall mean the facilities necessary to physically connect a Customer 
Facility to the Transmission System or interconnected distribution facilities. 
 
Attachment H: 
 
“Attachment H” shall refer collectively to the Attachments to the PJM Tariff with the prefix “H-
” that set forth, among other things, the Annual Transmission Rates for Network Integration 
Transmission Service in the PJM Zones. 
 
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 Operating Agreement, Schedule 1, 
section 7.4, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
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 Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Authorized Government Agency: 
 
“Authorized Government Agency” means a regulatory body or government agency, with 
jurisdiction over PJM, the PJM Market, or any entity doing business in the PJM Market, 
including, but not limited to, the Commission, State Commissions, and state and federal 
attorneys general. 
 
Avoidable Cost Rate: 
 
“Avoidable Cost Rate” shall mean a component of the Market Seller Offer Cap calculated in 
accordance with Tariff, Attachment DD, section 6. 
 
Balancing Congestion Charges: 

 
“Balancing Congestion Charges” shall be equal to the sum of congestion charges collected from 
Market Participants that are purchasing energy in the Real-time Energy Market minus [the sum 
of congestion charges paid to Market Participants that are selling energy in the Real-time 
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Energy Market plus any congestion charges calculated pursuant to the Joint Operating 
Agreement between the Midcontinent Independent Transmission System Operator, Inc. and PJM 
Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any congestion charges 
calculated pursuant to the the Joint Operating Agreement Among and Between New York 
Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 
No. 45), plus any congestion charges calculated pursuant to agreements between the Office of 
the Interconnection and other entities, as applicable)]. 
 
Balancing Ratio: 
 
“Balancing Ratio” shall have the meaning provided in Tariff, Attachment DD, section 10A. 
 
Base Capacity Demand Resource:  
 
“Base Capacity Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Base Capacity Demand Resource Constraint: 
 
“Base Capacity Demand Resource Constraint” for the PJM Region or an LDA, shall mean, for 
the 2018/2019 and 2019/2020 Delivery Years, the maximum Unforced Capacity amount, 
determined by PJM, of Base Capacity Demand Resources and Base Capacity Energy Efficiency 
Resources that is consistent with the maintenance of reliability.  As more fully set forth in the 
PJM Manuals, PJM calculates the Base Capacity Demand Resource Constraint for the PJM 
Region or an LDA, by first determining a reference annual loss of load expectation (“LOLE”) 
assuming no Base Capacity Resources, including no Base Capacity Demand Resources or Base 
Capacity Energy Efficiency Resources.  The calculation for the PJM Region uses a daily 
distribution of loads under a range of weather scenarios (based on the most recent load forecast 
and iteratively shifting the load distributions to result in the Installed Reserve Margin established 
for the Delivery Year in question) and a weekly capacity distribution (based on the cumulative 
capacity availability distributions developed for the Installed Reserve Margin study for the 
Delivery Year in question).  The calculation for each relevant LDA uses a daily distribution of 
loads under a range of weather scenarios (based on the most recent load forecast for the Delivery 
Year in question) and a weekly capacity distribution (based on the cumulative capacity 
availability distributions developed for the Installed Reserve Margin study for the Delivery Year 
in question).  For the relevant LDA calculation, the weekly capacity distributions are adjusted to 
reflect the Capacity Emergency Transfer Limit for the Delivery Year in question. 
 
For both the PJM Region and LDA analyses, PJM then models the commitment of varying 
amounts of Base Capacity Demand Resources and Base Capacity Energy Efficiency Resources 
(displacing otherwise committed generation) as interruptible from June 1 through September 30 
and unavailable the rest of the Delivery Year in question and calculates the LOLE at each DR 
and EE level.  The Base Capacity Demand Resource Constraint is the combined amount of Base 
Capacity Demand Resources and Base Capacity Energy Efficiency Resources, stated as a 
percentage of the unrestricted annual peak load, that produces no more than a five percent 
increase in the LOLE, compared to the reference value.  The Base Capacity Demand Resource 
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Constraint shall be expressed as a percentage of the forecasted peak load of the PJM Region or 
such LDA and is converted to Unforced Capacity by multiplying [the reliability target 
percentage] times [the Forecast Pool Requirement] times [the forecasted peak load of the PJM 
Region or such LDA, reduced by the amount of load served under the FRR Alternative]. 
 
Base Capacity Demand Resource Price Decrement: 
 
“Base Capacity Demand Resource Price Decrement” shall mean, for the 2018/2019 and 
2019/2020 Delivery Years, a difference between the clearing price for Base Capacity Demand 
Resources and Base Capacity Energy Efficiency Resources and the clearing price for Base 
Capacity Resources and Capacity Performance Resources, representing the cost to procure 
additional Base Capacity Resources or Capacity Performance Resources out of merit order when 
the Base Capacity Demand Resource Constraint is binding. 
 
Base Capacity Energy Efficiency Resource: 
 
“Base Capacity Energy Efficiency Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Base Capacity Resource:  
 
“Base Capacity Resource” shall mean a Capacity Resource as described in Tariff, Attachment 
DD, section 5.5A(b). 
 
Base Capacity Resource Constraint: 
 
“Base Capacity Resource Reliability Constraint” for the PJM Region or an LDA, shall mean, for 
the 2018/2019 and 2019/2020 Delivery Years, the maximum Unforced Capacity amount, 
determined by PJM, of Base Capacity Resources, including Base Capacity Demand Resources 
and Base Capacity Energy Efficiency Resources, that is consistent with the maintenance of 
reliability.  As more fully set forth in the PJM Manuals, PJM calculates the above Base Capacity 
Resource Constraint for the PJM Region or an LDA, by first determining a reference annual loss 
of load expectation (“LOLE”) assuming no Base Capacity Resources, including no Base 
Capacity Demand Resources or Base Capacity Energy Efficiency Resources.  The calculation for 
the PJM Region uses the weekly load distribution from the Installed Reserve Margin study for 
the Delivery Year in question (based on the most recent load forecast and iteratively shifting the 
load distributions to result in the Installed Reserve Margin established for the Delivery Year in 
question) and a weekly capacity distribution (based on the cumulative capacity availability 
distributions developed for the Installed Reserve Margin study for the Delivery Year in 
question).  The calculation for each relevant LDA uses a weekly load distribution (based on the 
Installed Reserve Margin study and the most recent load forecast for the Delivery Year in 
question) and a weekly capacity distribution (based on the cumulative capacity availability 
distributions developed for the Installed Reserve Margin study for the Delivery Year in 
question).  For the relevant LDA calculation, the weekly capacity distributions are adjusted to 
reflect the Capacity Emergency Transfer Limit for the Delivery Year in question.  Additionally, 
for the PJM Region and relevant LDA calculation, the weekly capacity distributions are adjusted 
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to reflect winter ratings. 
 
For both the PJM Region and LDA analyses, PJM models the commitment of an amount of Base 
Capacity Demand Resources and Base Capacity Energy Efficiency Resources equal to the Base 
Capacity Demand Resource Constraint (displacing otherwise committed generation).  PJM then 
models the commitment of varying amounts of Base Capacity Resources (displacing otherwise 
committed generation) as unavailable during the peak week of winter and available the rest of 
the Delivery Year in question and calculates the LOLE at each Base Capacity Resource level.  
The Base Capacity Resource Constraint is the combined amount of Base Capacity Demand 
Resources, Base Capacity Energy Efficiency Resources and Base Capacity Resources, stated as a 
percentage of the unrestricted annual peak load, that produces no more than a ten percent 
increase in the LOLE, compared to the reference value.  The Base Capacity Resource Constraint 
shall be expressed as a percentage of the forecasted peak load of the PJM Region or such LDA 
and is converted to Unforced Capacity by multiplying [the reliability target percentage] times 
[one minus the pool-wide average EFORd] times [the forecasted peak load of the PJM Region or 
such LDA, reduced by the amount of load served under the FRR Alternative]. 
“Base Capacity Resource Price Decrement” shall mean, for the 2018/2019 and 2019/2020 
Delivery Years, a difference between the clearing price for Base Capacity Resources and the 
clearing price for Capacity Performance Resources, representing the cost to procure additional 
Capacity Performance Resources out of merit order when the Base Capacity Resource Constraint 
is binding.   
 
Base Capacity Resource Price Decrement: 
 
“Base Capacity Resource Price Decrement” shall mean, for the 2018/2019 and 2019/2020 
Delivery Years, a difference between the clearing price for Base Capacity Resources and the 
clearing price for Capacity Performance Resources, representing the cost to procure additional 
Capacity Performance Resources out of merit order when the Base Capacity Resource Constraint 
is binding. 
 
Base Day-ahead Scheduling Reserves Requirement: 
 
“Base Day-ahead Scheduling Reserves Requirement” shall mean the thirty-minute reserve 
requirement for the PJM Region established consistent with the Applicable Standards, plus any 
additional thirty-minute reserves scheduled in response to an RTO-wide Hot or Cold Weather 
Alert or other reasons for conservative operations. 
 
Base Load Generation Resource 
 
“Base Load Generation Resource” shall mean a Generation Capacity Resource that operates at 
least 90 percent of the hours that it is available to operate, as determined by the Office of the 
Interconnection in accordance with the PJM Manuals. 
 
Base Offer Segment: 
 
“Base Offer Segment” shall mean a component of a Sell Offer based on an existing Generation 
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Capacity Resource, equal to the Unforced Capacity of such resource, as determined in 
accordance with the PJM Manuals.  If the Sell Offers of multiple Market Sellers are based on a 
single Existing Generation Capacity Resource, the Base Offer Segments of such Market Sellers 
shall be determined pro rata based on their entitlements to Unforced Capacity from such 
resource. 
 
Base Residual Auction:  
 
“Base Residual Auction” shall mean the auction conducted three years prior to the start of the 
Delivery Year to secure commitments from Capacity Resources as necessary to satisfy any 
portion of the Unforced Capacity Obligation of the PJM Region not satisfied through Self-
Supply. 
 
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. 
 
Behind The Meter Generation: 
 
“Behind The Meter Generation” shall refer to a generation unit that delivers energy to load 
without using the Transmission System or any distribution facilities (unless the entity that owns 
or leases the distribution facilities has consented to such use of the distribution facilities and such 
consent has been demonstrated to the satisfaction of the Office of the Interconnection); provided, 
however, that Behind The Meter Generation does not include (i) at any time, any portion of such 
generating unit’s capacity that is designated as a Generation Capacity Resource; or (ii) in an 
hour, any portion of the output of such generating unit[s] that is sold to another entity for 
consumption at another electrical location or into the PJM Interchange Energy Market. 
 
Black Start Service: 
 
“Black Start Service” shall mean the capability of generating units to start without an outside 
electrical supply or the demonstrated ability of a generating unit with a high operating factor 
(subject to Transmission Provider concurrence) to automatically remain operating at reduced 
levels when disconnected from the grid. 
 
Breach: 
 
“Breach” shall mean the failure of a party to perform or observe any material term or condition 
of Tariff, Part IV or Part VI, or any agreement entered into thereunder as described in the 
relevant provisions of such agreement. 
 
Breaching Party: 
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“Breaching Party” shall mean a party that is in Breach of Tariff, Part IV or Part VI and/or an 
agreement entered into thereunder. 
 
Business Day: 
 
“Business Day” shall mean a day in which the Federal Reserve System is open for business and 
is not a scheduled PJM holiday. 
 
Buy Bid: 
 
“Buy Bid” shall mean a bid to buy Capacity Resources in any Incremental Auction. 
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Definitions – C-D 
 
Canadian Guaranty: 
 
“Canadian Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 
that is domiciled in Canada, and meets all of the provisions of Tariff, Attachment Q. 
 
Cancellation Costs: 
 
“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 
of supplier and contractor written orders and agreements entered into to design, construct and 
install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 
and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 
Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 
any or all of such facilities which have been installed, to the extent required for the Transmission 
Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 
IV and/or Part VI. 
 
Capacity: 
 
“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 
or similar such requirements as may be established. 
 
Capacity Credit: 
 
“Capacity Credit” shall have the meaning specified in Operating Agreement, Schedule 11, 
including Capacity Credits obtained prior to the termination of such Schedule applicable to 
periods after the termination of such Schedule. 
 
Capacity Emergency Transfer Limit: 
 
“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 
Reliability Assurance Agreement. 
 
Capacity Emergency Transfer Objective: 
 
“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 
Reliability Assurance Agreement. 
 
Capacity Export Transmission Customer: 
 
“Capacity Export Transmission Customer” shall mean a customer taking point to point 
transmission service under Tariff, Part II to export capacity from a generation resource located in 
the PJM Region that has qualified for an exception to the RPM must-offer requirement as 
described in Tariff, Attachment DD, section 6.6(g). 
 



 

Page 12 

Capacity Import Limit: 
 
“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Capacity Interconnection Rights: 
 
“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 
Capacity Resource into the Transmission System at the Point of Interconnection where the 
generating facilities connect to the Transmission System. 
 
Capacity Market Buyer: 
 
“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 
any Incremental Auction.   
 
Capacity Market Seller: 
 
“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 
control the output or load reduction capability of, a Capacity Resource, that has not transferred 
such authority to another entity, and that offers such resource in the Base Residual Auction or an 
Incremental Auction. 
 
Capacity Performance Resource: 
 
“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 
Attachment DD, section 5.5A(a). 
 
Capacity Performance Transition Incremental Auction: 
 
“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 
Tariff, Attachment DD, section 5.14D. 
 
Capacity Resource: 
 
“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Capacity Resource Clearing Price: 
 
“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 
offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 
Tariff, Attachment DD, section 5.  
 
Capacity Storage Resource: 
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“Capacity Storage Resource” shall mean any hydroelectric power plant, flywheel, battery 
storage, or other such facility solely used for short term storage and injection of energy at a later 
time to participate in the PJM energy and/or Ancillary Services markets and which participates in 
the Reliability Pricing Model. 
 
Capacity Transfer Right: 
 
“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a Locational 
Deliverability Area, to receive payments, based on the transmission import capability into such 
Locational Deliverability Area, that offset, in whole or in part, the charges attributable to the 
Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a Locational 
Delivery Area. 
 
Capacity Transmission Injection Rights: 
 
“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 
deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 
Transmission System. Capacity Transmission Injection Rights may be awarded only to a 
Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control area. Deliveries scheduled using 
Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 
Transmission Service or, if coupled with a generating unit external to the PJM Region that 
satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 
Rights. 
 
Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc. 
 
Cold/Warm/Hot Start-up Time: 
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 



 

Page 14 

engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup. 
 
Cold Weather Alert: 
 
“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions. 
 
Collateral: 
 
“Collateral” shall be a cash deposit, including any interest, or letter of credit in an amount and 
form determined by and acceptable to PJMSettlement, provided by a Participant to 
PJMSettlement as security in order to participate in the PJM Markets or take Transmission 
Service. 
 
Collateral Call: 
 
“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 
payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q. 
 
Commencement Date: 
 
“Commencement Date” shall mean the date on which Interconnection Service commences in 
accordance with an Interconnection Service Agreement. 
 
Commission: 
 
“Commission” shall mean the Federal Energy Regulatory Commission or FERC. 
 
Completed Application: 
 
“Completed Application” shall mean an application that satisfies all of the information and other 
requirements of the Tariff, including any required deposit. 
 
Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 
that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 
Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 
2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 
same locational price separation in the Base Residual Auction, the same locational price 
separation in the First Incremental Auction, the same locational price separation in the Second 
Incremental Auction, or the same locational price separation in the Third Incremental Auction. 
 
Conditional Incremental Auction: 
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“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 
Year if and when necessary to secure commitments of additional capacity to address reliability 
criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 
in the Base Residual Auction for such Delivery Year. 
 
CONE Area: 
 
“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 
any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 
5.10(a)(iv)(B).  
 
Confidential Information: 
 
“Confidential Information” shall mean any confidential, proprietary, or trade secret information 
of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 
relating to the present or planned business of a New Service Customer, Transmission Owner, or 
other Interconnection Party or Construction Party, which is designated as confidential by the 
party supplying the information, whether conveyed verbally, electronically, in writing, through 
inspection, or otherwise, and shall include, without limitation, all information relating to the 
producing party’s technology, research and development, business affairs and pricing, and any 
information supplied by any New Service Customer, Transmission Owner, or other 
Interconnection Party or Construction Party to another such party prior to the execution of an 
Interconnection Service Agreement or a Construction Service Agreement. 
 
Congestion Price: 
 
“Congestion Price” shall mean the congestion component of the 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 Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Consolidated Transmission Owners Agreement: 
 
“Consolidated Transmission Owners Agreement” shall mean the certain Consolidated 
Transmission Owners Agreement dated as of December 15, 2005, by and among the 
Transmission Owners and by and between the Transmission Owners and PJM Interconnection, 
L.L.C. 
 
Constructing Entity: 
 
“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 
depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 
applicable Construction Service Agreement; this term shall also be used to refer to an 
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Interconnection Customer with respect to the construction of the Customer Interconnection 
Facilities. 
 
Construction Party: 
 
“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 
Parties” shall mean all of the Parties to a Construction Service Agreement. 
 
Construction Service Agreement: 
 
“Construction Service Agreement” shall mean either an Interconnection Construction Service 
Agreement or an Upgrade Construction Service Agreement. 
 
Control Area: 
 
“Control Area” shall mean an electric power system or combination of electric power systems to 
which a common automatic generation control scheme is applied in order to: 
 
 (1) match, at all times, the power output of the generators within the electric power 
system(s) and capacity and energy purchased from entities outside the electric power system(s), 
with the load within the electric power system(s); 
 
 (2) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
 
 (3) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice; and 
 
 (4) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
 
Control Zone: 
 
“Control Zone” shall have the meaning given in the Operating Agreement. 
 
Controllable A.C. Merchant Transmission Facilities: 
 
“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 
employ technology which Transmission Provider reviews and verifies will permit control of 
the amount and/or direction of power flow on such facilities to such extent as to effectively 
enable the controllable facilities to be operated as if they were direct current transmission 
facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 
IV and Part VI. 
 
Coordinated External Transaction: 
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“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Coordinated Transaction Scheduling: 
 
“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Corporate Guaranty: 
 
“Corporate Guaranty” shall mean a legal document used by an entity to guaranty the obligations 
of another entity. 
 
Cost of New Entry: 
 
“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 
as determined in accordance with Tariff, Attachment DD, section 5. 
 
Costs: 
 
As used in Tariff, Part IV, Part VI and related attachments, “Costs” shall mean costs and 
expenses, as estimated or calculated, as applicable, including, but not limited to, capital 
expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 
Incidental Expenses. 
 
Counterparty:  
 
“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 
and not as an agent, to an agreement or transaction with a Market Participant or other entities, 
including the agreements and transactions with customers regarding transmission service and 
other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 
be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s self-
supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to the 
Office of the Interconnection to the extent that energy serves that Member’s own . 
 
Credit Available for Export Transactions: 
 
“Credit Available for Export Transactions” shall mean a designation of credit to be used for 
Export Transactions that is allocated by each Market Participant from its Credit Available for 
Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 
Transactions accordingly. 
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Credit Available for Virtual Transactions: 
 
“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 
Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 
Market Activity requirement plus available credit submitted above that amount, less any unpaid 
billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 
PJMSettlement to the Market Participant, less any applicable credit required for Minimum 
Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 
defined in Tariff, Attachment Q. 
 
Credit Breach: 
 
“Credit Breach” shall mean the status of a Participant that does not currently meet the 
requirements of Tariff, Attachment Q or other provisions of the Agreements. 
 
Credit-Limited Offer: 
 
“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 
RPM Auction subject to a maximum credit requirement specified by such Market Participant. 
 
Credit Score: 
  
“Credit Score” shall mean a composite numerical score scaled from 0-100 as calculated by 
PJMSettlement that incorporates various predictors of creditworthiness. 
 
CTS Enabled Interface: 
 
“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”), designated in Schedule A to the Joint Operating Agreement 
Among and Between New York Independent System Operator Inc. and PJM Interconnection, 
L.L.C. (PJM Rate Schedule FERC No. 45). 
 
CTS Interface Bid: 
 
“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Curtailment: 
 
“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 
transfer capability shortage as a result of system reliability conditions. 
 
Curtailment Service Provider: 
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“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, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand. 
 
Customer Facility: 
 
“Customer Facility” shall mean generation facilities or Merchant Transmission Facilities 
interconnected with or added to the Transmission System pursuant to an Interconnection Request 
under Subparts A of Tariff, Part IV. 
 
Customer-Funded Upgrade: 
 
“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 
Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 
an Eligible Customer pursuant to Tariff, section 217, or (ii) is voluntarily undertaken by a New 
Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local Upgrade 
or Merchant Network Upgrade or other transmission expansion or enhancement shall be a 
Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate base 
of a public utility on which a regulated return is earned. 
 
Customer Interconnection Facilities: 
 
“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 
controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 
side of the Point of Interconnection identified in the appropriate appendices to the 
Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 
including any modifications, additions, or upgrades made to such facilities and equipment, that 
are necessary to physically and electrically interconnect the Customer Facility with the 
Transmission System. 
 
Daily Deficiency Rate: 
 
“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 
Tariff, Attachment DD, sections 7, 8, 9, or 13. 
 
Daily Unforced Capacity Obligation: 
 
“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with  Reliability Assurance 
Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 
8.1. 
 
Day-ahead Congestion Price: 
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“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market. 
 
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 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Energy Market Injection Congestion Credits: 
 
“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 
paid to Market Participants for supply transactions in the Day-ahead Energy Market including 
generation schedules, Increment Offers, Up-to Congestion Transactions and import transactions. 
 
Day-ahead Energy Market Transmission Congestion Charges: 
 
“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of 
Day-ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead 
Energy Market Injection Congestion Credits plus any congestion charges calculated pursuant to 
the Joint Operating Agreement between the Midcontinent Independent Transmission System 
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any 
congestion charges calculated pursuant to the Joint Operating Agreement Among and Between 
New York Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate 
Schedule FERC No. 45), plus any congestion charges calculated pursuant to agreements 
between the Office of the Interconnection and other entities, as applicable)]. 
 
Day-ahead Energy Market Withdrawal Congestion Charges: 
 
“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 
charges collected from Market Participants for withdrawal transactions in the Day-ahead 
Energy Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 
Transactions and Export Transactions. 
 
Day-ahead Loss Price: 
 
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 
 
Day-ahead Prices: 
 
“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market. 
 
Day-ahead Scheduling Reserves: 
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“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 
ReliabilityFirst Corporation and SERC. 
 
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 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Scheduling Reserves Requirement: 
 
“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 
Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement. 
 
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. 
 
Day-ahead System Energy Price: 
 
“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market. 
 
Deactivation: 
 
“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 
Part V. 
 
Deactivation Avoidable Cost Credit: 
 
“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 
to Tariff, section 114. 
 
Deactivation Avoidable Cost Rate: 
 
“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 
section 115 of this Tariff. 
 
Deactivation Date: 
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“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 
or mothballed and ceases to operate. 
 
Decrement Bid: 
 
“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market. 
 
Default: 
 
As used in the Interconnection Service Agreement and Construction Service Agreement, 
“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 
applicable provisions of an Interconnection Service Agreement or Construction Service 
Agreement. 
 
Delivering Party: 
 
“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 
Point(s) of Receipt. 
 
Delivery Year: 
 
“Delivery Year”  shall mean the Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, , or pursuant to an FRR 
Capacity Plan under Reliability Assurance Agreement, Schedule 8.1. 
 
Demand Bid: 
 
“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.   
 
Demand Bid Limit: 
 
“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Demand Bid Screening: 
 
“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 
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pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix. 
 
Demand Resource: 
 
“Demand Resource” shall mean a resource with the capability to provide a reduction in demand. 
 
Demand Resource Factor or DR Factor: 
 
“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Designated Agent: 
 
“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 
Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 
Customer required under the Tariff. 
 
Designated Entity: 
 
“Designated Entity” shall have the same meaning provided in the Operating Agreement. 
 
Direct Assignment Facilities: 
 
“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 
for the sole use/benefit of a particular Transmission Customer requesting service under the 
Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs 
service to the Transmission Customer and shall be subject to Commission approval. 
 
Direct Load Control: 
 
“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions. 
 
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. 
 
Dynamic Schedule: 
 
“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement. 
 
Dynamic Transfer: 
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“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement. 
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Definitions – E - F 
 
Economic-based Enhancement or Expansion: 
 
“Economic-based Enhancement or Expansion” shall have the same meaning provided in the 
Operating Agreement. 
 
Economic Load Response Participant: 
 
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies 
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff, 
Attachment K-Appendix, to participate in the PJM Interchange Energy Market and/or Ancillary 
Services markets through reductions in demand. 
 
Economic Maximum: 
 
“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM 
market systems by a Market Participant, that a unit can achieve while following economic 
dispatch.   
 
Effective FTR Holder: 
 
“Effective FTR Holder” shall mean: 
 

(i) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or 
electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with 
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common 
ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or 
indirectly, the management or policies of the FTR Holder; or  

 
(ii) For an FTR Holder that is a publicly traded company including a wholly owned 
subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate, 
subsidiary or parent of the FTR Holder, any other PJM Member has over 10% common 
ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to 
influence, directly or indirectly, the management or policies of the FTR Holder; or  

 
(iii)  an FTR Holder together with any other PJM Member, including also any Affiliate, 
subsidiary or parent of such other PJM Member, with which it shares common ownership, 
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a 
joint venture). 

 
 
EFORd: 
 
“EFORd” shall have the meaning specified in the PJM Reliability Assurance Agreement. 
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Electrical Distance: 
 
“Electrical Distance” shall mean, for a Generation Capacity Resource geographically located 
outside the metered boundaries of the PJM Region, the measure of distance, based on impedance 
and in accordance with the PJM Manuals, from the Generation Capacity Resource to the PJM 
Region. 
 
Eligible Customer: 
 
“Eligible Customer” shall mean: 
 
(i) 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. 
 
(ii) 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 in Tariff, Part VI, Eligible Customer shall mean only those Eligible 
Customers that have submitted a Completed Application. 
 
Emergency Action: 
 
“Emergency Action” shall mean any emergency action for locational or system-wide capacity 
shortages that either utilizes pre-emergency mandatory load management reductions or other 
emergency capacity, or initiates a more severe action including, but not limited to, a Voltage 
Reduction Warning, Voltage Reduction Action, Manual Load Dump Warning, or Manual Load 
Dump Action. 
 
Emergency Condition: 
 
“Emergency Condition” shall mean 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 
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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. 
 
Emergency Load Response Program: 

“Emergency Load Response Program” shall mean the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during emergency conditions, and is described in Operating Agreement, 
Schedule 1, section 8  and the parallel provisions of Tariff, Attachment K-Appendix.  
 
Energy Efficiency Resource: 
“Energy Efficiency Resource” shall have the meaning specified in the PJM Reliability Assurance 
Agreement. 
 
Energy Market Opportunity Cost: 
 
“Energy Market Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of available run hours 
due to limitations imposed on the unit by Applicable Laws and Regulations (as defined in PJM 
Tariff), and (b) the forecasted future hourly Locational Marginal Price at which the generating 
unit could run while not violating such limitations.  Energy Market Opportunity Cost therefore is 
the value associated with a specific generating unit’s lost opportunity to produce energy during a 
higher valued period of time occurring within the same compliance period, which compliance 
period is determined by the applicable regulatory authority and is reflected in the rules set forth 
in PJM Manual 15.  Energy Market Opportunity Costs shall be limited to those resources which 
are specifically delineated in Schedule 2 of the Operating Agreement. 
 
Energy Resource: 
 
“Energy Resource” shall mean a generating facility that is not a Capacity Resource. 
 
Energy Settlement Area: 
 
“Energy Settlement Area” shall mean 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. 
 
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 
Ancillary Services markets as a Market Seller. 
 
Energy Transmission Injection Rights: 
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“Energy Transmission Injection Rights” shall mean 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. 
 
Environmental Laws: 
 
“Environmental Laws” shall mean applicable Laws or Regulations relating to pollution or 
protection of the environment, natural resources or human health and safety. 
 
Environmentally-Limited Resource: 
 
“Environmentally-Limited Resource” shall mean a resource which has a limit on its run hours 
imposed by a federal, state, or other governmental agency that will significantly limit its 
availability, on either a temporary or long-term basis. This includes a resource that is limited by a 
governmental authority to operating only during declared PJM capacity emergencies. 
 
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. 
 
Existing Generation Capacity Resource: 
 
“Existing Generation Capacity Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Export Credit Exposure: 
  
“Export Credit Exposure” is determined for each Market Participant for a given Operating Day, 
and shall mean the sum of credit exposures for the Market Participant’s Export Transactions for 
that Operating Day and for the preceding Operating Day. 
 
Export Nodal Reference Price: 
 
“Export Nodal Reference Price” at each location is the 97th percentile, shall be, the real-time 
hourly integrated price experienced over the corresponding two-month period in the preceding 
calendar year, calculated separately for peak and off-peak time periods.  The two-month time 
periods used in this calculation shall be January and February, March and April, May and June, 
July and August, September and October, and November and December.  
 
Export Transaction: 
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“Export Transaction” shall be a transaction by a Market Participant that results in the transfer of 
energy from within the PJM Control Area to outside the PJM Control Area.  Coordinated 
External Transactions that result in the transfer of energy from the PJM Control Area to an 
adjacent Control Area are one form of Export Transaction.   
 
Export Transaction Price Factor: 
 
“Export Transaction Price Factor” for a prospective time interval shall be the greater of (i) PJM’s 
forecast price for the time interval, if available, or (ii) the Export Nodal Reference Price, but 
shall not exceed the Export Transaction’s dispatch ceiling price cap, if any, for that time interval.  
The Export Transaction Price Factor for a past time interval shall be calculated in the same 
manner as for a prospective time interval, except that the Export Transaction Price Factor may 
use a tentative or final settlement price, as available. If an Export Nodal Reference Price is not 
available for a particular time interval, PJM may use an Export Transaction Price Factor for that 
time interval based on an appropriate alternate reference price. 
 
Export Transaction Screening: 
 
“Export Transaction Screening” shall be the process PJM uses to review the Export Credit 
Exposure of Export Transactions against the Credit Available for Export Transactions, and deny 
or curtail all or a portion of an Export Transaction, if the credit required for such transactions is 
greater than the credit available for the transactions.   
 
Export Transactions Net Activity: 
 
“Export Transactions Net Activity” shall mean the aggregate net total, resulting from Export 
Transactions, of (i) Spot Market Energy charges, (ii) Transmission Congestion Charges, and (iii) 
Transmission Loss Charges, calculated as set forth in Operating Agreement, Schedule 1 and the 
parallel provisions of Tariff, Attachment K-Appendix.  Export Transactions Net Activity may be 
positive or negative. 
 
Extended Primary Reserve Requirement: 
 
“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a 
Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under emergency 
conditions necessary to address operational uncertainty.  The Extended Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals.  
 
Extended Summer Demand Resource:  
 
“Extended Summer Demand Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Extended Summer Resource Price Adder:  
 



 

Page 30 

“Extended Summer Resource Price Adder” shall mean, for Delivery Years through May 31, 
2018, an addition to the marginal value of Unforced Capacity as necessary to reflect the price of 
Annual Resources and Extended Summer Demand Resources required to meet the applicable 
Minimum Extended Summer Resource Requirement. 
 
Extended Synchronized Reserve Requirement: 
 
“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve 
Requirement in a Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under 
emergency conditions necessary to address operational uncertainty. The Extended Synchronized 
Reserve Requirement is calculated in accordance with the PJM Manuals. 
 
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. 
 
External Resource: 
 
“External Resource” shall mean a generation resource located outside the metered boundaries of 
the PJM Region. 
 
Facilities Study: 
 
“Facilities Study” shall be an engineering study conducted by the Transmission Provider (in 
coordination with the affected Transmission Owner(s)) to: (1) determine the required 
modifications to the Transmission Provider’s Transmission System necessary to implement the 
conclusions of the System Impact Study; and (2) complete any additional studies or analyses 
documented in the System Impact Study or required by PJM Manuals, and determine the 
required modifications to the Transmission Provider’s Transmission System based on the 
conclusions of such additional studies.  The Facilities Study shall include the cost and scheduled 
completion date for such modifications, that will be required to provide the requested 
transmission service or to accommodate a New Service 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 Customer Funded Upgrades necessary to accommodate the New Service 
Customer’s New Service Request in accordance with Tariff, Part VI, section 207.  
 
Federal Power Act: 
 
“Federal Power Act” shall mean the Federal Power Act, as amended, 16 U.S.C. §§ 791a, et seq. 
 
FERC: 
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“FERC” shall mean the Federal Energy Regulatory Commission or any successor federal 
agency, commission or department exercising jurisdiction over the Tariff, Operating Agreement 
and Reliability Assurance Agreement. 
 
FERC Market Rules: 
 
 “FERC Market Rules” mean the market behavior rules and the prohibition against electric 
energy market manipulation codified by the Commission in its Rules and Regulations at 18 CFR 
§§ 1c.2 and 35.37, respectively; the Commission-approved PJM Market Rules and any related 
proscriptions or any successor rules that the Commission from time to time may issue, approve 
or otherwise establish.  
 
Final RTO Unforced Capacity Obligation: 
 
“Final RTO Unforced Capacity Obligation” shall mean the capacity obligation for the PJM 
Region, determined in accordance with Schedule 8 of the Reliability Assurance Agreement. 
 
Financial Close: 
 
“Financial Close” shall mean the Capacity Market Seller has demonstrated that the Capacity 
Market Seller or its agent has completed the act of executing the material contracts and/or other 
documents necessary to (1) authorize construction of the project and (2) establish the necessary 
funding for the project under the control of an independent third-party entity.  A sworn, notarized 
certification of an independent engineer certifying to such facts, and that the engineer has 
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be 
sufficient to make such demonstration.  For resources that do not have external financing, 
Financial Close shall mean the project has full funding available, and that the project has been 
duly authorized to proceed with full construction of the material portions of the project by the 
appropriate governing body of the company funding such project.  A sworn, notarized 
certification by an officer of such company certifying to such facts, and that the officer has 
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be 
sufficient to make such demonstration. 
 
Financial Transmission Right: 
 
“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2 and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Obligation: 
 
“Financial Transmission Right Obligation” shall mean a right to receive Transmission 
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the 
parallel provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Option: 
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“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Firm Point-To-Point Transmission Service: 
 
“Firm Point-To-Point Transmission Service” shall mean Transmission Service under the Tariff 
that is reserved and/or scheduled between specified Points of Receipt and Delivery pursuant to 
Tariff, Part II. 
 
Firm Transmission Withdrawal Rights: 
 
“Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy and capacity 
withdrawals from a Point of Interconnection 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. 
 
First Incremental Auction: 
 
“First Incremental Auction” shall mean an Incremental Auction conducted 20 months prior to the 
start of the Delivery Year to which it relates. 
 
Forecast Pool Requirement: 
 
“Forecast Pool Requirement” shall have the meaning specified in the Reliability Assurance 
Agreement.  
 
Foreign Guaranty: 
 
“Foreign Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 
that is domiciled in a foreign country, and meets all of the provisions of Tariff, Attachment Q. 
 
Form 715 Planning Criteria: 
 
“Form 715 Planning Criteria” shall have the same meaning provided in the Operating 
Agreement. 
 
FTR Credit Limit:  
 
“FTR Credit Limit” shall mean the amount of credit established with PJMSettlement that an FTR 
Participant has specifically designated to be used for FTR activity in a specific customer account.  
Any such credit so set aside shall not be considered available to satisfy any other credit 
requirement the FTR Participant may have with PJMSettlement. 
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FTR Credit Requirement: 
 
“FTR Credit Requirement” shall mean the amount of credit that a Participant must provide in 
order to support the FTR positions that it holds and/or for which it is bidding.  The FTR Credit 
Requirement shall not include months for which the invoicing has already been completed, 
provided that PJMSettlement shall have up to two Business Days following the date of the 
invoice completion to make such adjustments in its credit systems.  FTR Credit Requirements 
are calculated and applied separately for each separate customer account. 
 
FTR Flow Undiversified: 
 
“FTR Flow Undiversified” shall have the meaning established in Tariff, Attachment Q, section 
V.G. 
 
FTR Historical Value: 
  
For each FTR for each month, “FTR Historical Value” shall mean  the historical weighted 
average value over three years for the FTR path using the following weightings:  50% - most 
recent year; 30% - second year; 20% - third year.  FTR Historical Values shall be calculated 
separately for on-peak, off-peak, and 24-hour FTRs for each month of the year.  FTR Historical 
Values shall be adjusted by plus or minus ten percent (10%) for cleared counterflow or normal 
flow FTRs, respectively, in order to mitigate exposure due to uncertainty and fluctuations in 
actual FTR value.  
 
FTR Holder: 
 
“FTR Holder” shall mean the PJM Member that has acquired and possesses an FTR. 
 
 
FTR Monthly Credit Requirement Contribution: 
 
For each FTR, for each month, ”FTR Monthly Credit Requirement Contribution” shall mean the 
total FTR cost for the month, prorated on a daily basis, less the FTR Historical Value for the 
month.  For cleared FTRs, this contribution may be negative; prior to clearing, FTRs with 
negative contribution shall be deemed to have zero contribution. 
 
FTR Net Activity: 
  
“FTR Net Activity” shall mean the aggregate net value of the billing line items for auction 
revenue rights credits, FTR auction charges, FTR auction credits, and FTR congestion credits, 
and shall also include day-ahead and balancing/real-time congestion charges up to a maximum 
net value of the sum of the foregoing auction revenue rights credits, FTR auction charges, FTR 
auction credits and FTR congestion credits. 
 
FTR Participant: 
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“FTR Participant” shall mean any Market Participant that provides or is required to provide 
Collateral in order to participate in PJM’s FTR auctions. 
 
FTR Portfolio Auction Value: 
 
“FTR Portfolio Auction Value” shall mean for each customer account of a Market Participant, 
the sum, calculated on a monthly basis, across all FTRs, of the FTR price times the FTR volume 
in MW.  
 
Full Notice to Proceed: 
 
“Full Notice to Proceed” shall mean that all material third party contractors have been given the 
notice to proceed with construction by the Capacity Market Seller or its agent, with a guaranteed 
completion date backed by liquidated damages. 
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Definitions – L – M - N 
 
Limited Demand Resource:  
 
“Limited Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Limited Demand Resource Reliability Target:  
 
“Limited Demand Resource Reliability Target” for the PJM Region or an LDA, shall mean the 
maximum amount of Limited Demand Resources determined by PJM to be consistent with the 
maintenance of reliability, stated in Unforced Capacity that shall be used to calculate the 
Minimum Extended Summer Demand Resource Requirement for Delivery Years through May 
31, 2017 and the Limited Resource Constraint for the 2017/2018 and 2018/2019 Delivery Years 
for the PJM Region or such LDA.  As more fully set forth in the PJM Manuals, PJM calculates 
the Limited Demand Resource Reliability Target by first:  i) testing the effects of the ten-
interruption requirement by comparing possible loads on peak days under a range of weather 
conditions (from the daily load forecast distributions for the Delivery Year in question) against 
possible generation capacity on such days under a range of conditions (using the cumulative 
capacity distributions employed in the Installed Reserve Margin study for the PJM Region and in 
the Capacity Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) 
and, by varying the assumed amounts of DR that is committed and displaces committed 
generation, determines the DR penetration level at which there is a ninety percent probability 
that DR will not be called (based on the applicable operating reserve margin for the PJM Region 
and for the relevant LDAs) more than ten times over those peak days;  ii) testing the six-hour 
duration requirement by calculating the MW difference between the highest hourly unrestricted 
peak load and seventh highest hourly unrestricted peak load on certain high peak load days (e.g., 
the annual peak, loads above the weather normalized peak, or days where load management was 
called) in recent years, then dividing those loads by the forecast peak for those years and 
averaging the result; and (iii) (for the 2016/2017 and 2017/2018 Delivery Years) testing the 
effects of the six-hour duration requirement by comparing possible hourly loads on peak days 
under a range of weather conditions (from the daily load forecast distributions for the Delivery 
Year in question) against possible generation capacity on such days under a range of conditions 
(using a Monte Carlo model of hourly capacity levels that is consistent with the capacity model 
employed in the Installed Reserve Margin study for the PJM Region and in the Capacity 
Emergency Transfer Objective study for the relevant LDAs for such Delivery Year) and, by 
varying the assumed amounts of DR that is committed and displaces committed generation, 
determines the DR penetration level at which there is a ninety percent probability that DR will 
not be called (based on the applicable operating reserve margin for the PJM Region and for the 
relevant LDAs) for more than six hours over any one or more of the tested peak days.  Second, 
PJM adopts the lowest result from these three tests as the Limited Demand Resource Reliability 
Target.  The Limited Demand Resource Reliability Target shall be expressed as a percentage of 
the forecasted peak load of the PJM Region or such LDA and is converted to Unforced Capacity 
by multiplying [the reliability target percentage] times [the Forecast Pool Requirement] times 
[the DR Factor] times [the forecasted peak load of the PJM Region or such LDA, reduced by the 
amount of load served under the FRR Alternative]. 
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Limited Resource Constraint: 
 
“Limited Resource Constraint” shall mean, for the 2017/2018 Delivery Year and for FRR 
Capacity Plans the 2017/2018 and Delivery Years, for the PJM Region or each LDA for which 
the Office of the Interconnection is required under Tariff, Attachment DD, section 5.10(a) to 
establish a separate VRR Curve for a Delivery Year, a limit on the total amount of Unforced 
Capacity that can be committed as Limited Demand Resources for the 2017/2018 Delivery Year 
in the PJM Region or in such LDA, calculated as the Limited Demand Resource Reliability 
Target for the PJM Region or such LDA, respectively, minus the Short Term Resource 
Procurement Target for the PJM Region or such LDA, respectively. 
 
Limited Resource Price Decrement: 
“Limited Resource Price Decrement” shall mean, for the 2017/2018 Delivery Year, a difference 
between the clearing price for Limited Demand Resources and the clearing price for Extended 
Summer Demand Resources and Annual Resources, representing the cost to procure additional 
Extended Summer Demand Resources or Annual Resources out of merit order when the Limited 
Resource Constraint is binding. 
 
List of Approved Contractors: 
 
“List of Approved Contractors” shall mean a list developed by each Transmission Owner and 
published in a PJM Manual of (a) contractors that the Transmission Owner considers to be 
qualified to install or construct new facilities and/or upgrades or modifications to existing 
facilities on the Transmission Owner’s system, provided that such contractors may include, but 
need not be limited to, contractors that, in addition to providing construction services, also 
provide design and/or other construction-related services, and (b) manufacturers or vendors of 
major transmission-related equipment (e.g., high-voltage transformers, transmission line, circuit 
breakers) whose products the Transmission Owner considers acceptable for installation and use 
on its system. 
 
Load Management: 
 
“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability 
Assurance Agreement. 
 
Load Management Event: 
 
“Load Management Event” shall mean a) a single temporally contiguous dispatch of Demand 
Resources in a Compliance Aggregation Area during an Operating Day, or b) multiple dispatches 
of Demand Resources in a Compliance Aggregation Area during an Operating Day that are 
temporally contiguous.  
 
Load Ratio Share: 
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“Load Ratio Share” shall mean the ratio of a Transmission Customer’s Network Load to the 
Transmission Provider’s total load. 
 
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. 
 
Load Serving Entity (LSE): 
 
“Load Serving Entity” or “LSE” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Load Shedding: 
 
“Load Shedding” shall mean the systematic reduction of system demand by temporarily 
decreasing load in response to transmission system or area capacity shortages, system instability, 
or voltage control considerations under Tariff, Part II or Part III. 
 
Local Upgrades: 
 
“Local Upgrades” shall mean modifications or additions of facilities to abate any local thermal 
loading, voltage, short circuit, stability or similar engineering problem caused by the 
interconnection and delivery of generation to the Transmission System.  Local Upgrades shall 
include: 
 
 (i) Direct Connection Local Upgrades which are Local Upgrades that only serve the 
Customer Interconnection Facility and have no impact or potential impact on the Transmission 
System until the final tie-in is complete; and  
 
 (ii) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that 
are not Direct Connection Local Upgrades. 
 
Location: 
 
“Location” as used in the Economic Load Response rules shall mean an end-use customer site as 
defined by the relevant electric distribution company account number. 
 
Locational Deliverability Area (LDA): 
 
“Locational Deliverability Area” or “LDA” shall mean a geographic area within the PJM Region 
that has limited transmission capability to import capacity to satisfy such area’s reliability 
requirement, as determined by the Office of the Interconnection in connection with preparation 
of the Regional Transmission Expansion Plan, and as specified in Reliability Assurance 
Agreement, Schedule 10.1. 
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Locational Deliverability Area Reliability Requirement: 
 
“Locational Deliverability Area Reliability Requirement” shall mean the projected internal 
capacity in the Locational Deliverability Area plus the Capacity Emergency Transfer Objective 
for the Delivery Year, as determined by the Office of the Interconnection in connection with 
preparation of the Regional Transmission Expansion Plan, less the minimum internal resources 
required for all FRR Entities in such Locational Deliverability Area. 
 
Locational Price Adder: 
 
“Locational Price Adder” shall mean an addition to the marginal value of Unforced Capacity 
within an LDA as necessary to reflect the price of Capacity Resources required to relieve 
applicable binding locational constraints.  
 
Locational Reliability Charge: 
 
“Locational Reliability Charge” shall have the meaning specified in the Reliability Assurance 
Agreement.  
 
Locational UCAP: 
 
“Locational UCAP” shall mean unforced capacity that a Member with available uncommitted 
capacity sells in a bilateral transaction to a Member that previously committed capacity through 
an RPM Auction but now requires replacement capacity to fulfill its RPM Auction commitment.  
The Locational UCAP Seller retains responsibility for performance of the resource providing 
such replacement capacity.   
 
Locational UCAP Seller: 
 
“Locational UCAP Seller” shall mean a Member that sells Locational UCAP. 
 
Long-lead Project: 
 
“Long-lead Project” shall have the same meaning provided in the Operating Agreement. 
 
Long-Term Firm Point-To-Point Transmission Service: 
 
“Long-Term Firm Point-To-Point Transmission Service” shall mean firm Point-To-Point 
Transmission Service under Tariff, Part II with a term of one year or more. 
 
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 
of increased generation from or consumption by the resource on transmission losses, calculated 
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as specified in Operating Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Manual Load Dump Action: 
 
“Manual Load Dump Action” shall mean an Operating Instruction, as defined by NERC, from 
PJM to shed firm load when the PJM Region cannot provide adequate capacity to meet the PJM 
Region’s load and tie schedules, or to alleviate critically overloaded transmission lines or other 
equipment. 
 
Manual Load Dump Warning: 
 
“Manual Load Dump Warning” shall mean a notification from PJM to warn Members of an 
increasingly critical condition of present operations that may require manually shedding load. 
 
Market Monitor: 
 
“Market Monitor” means the head of the Market Monitoring Unit. 
 
Market Monitoring Unit or MMU: 
 
“Market Monitoring Unit” or “MMU” means the organization that is responsible for 
implementing this Plan, including the Market Monitor. 
 
Market Monitoring Unit Advisory Committee or MMU Advisory Committee: 
 
“Market Monitoring Unit Advisory Committee” or “MMU Advisory Committee” shall mean the 
committee established under Tariff, Attachment M, section III.H. 
 
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. 
 
Market Participant: 
 
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 
Participant, or all three, except when such term is being used in Attachment M of the Tariff, in 
which case Market Participant shall mean an entity that generates, transmits, distributes, 
purchases, or sells electricity, ancillary services, or any other product or service provided under 
the PJM Tariff or Operating Agreement within, into, out of, or through the PJM Region, but it 
shall not include an Authorized Government Agency that consumes energy for its own use but 
does not purchase or sell energy at wholesale. 
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Market Seller Offer Cap: 
 
“Market Seller Offer Cap” shall mean a maximum offer price applicable to certain Market 
Sellers under certain conditions, as determined in accordance with Tariff, Attachment DD. 
section 6 and Tariff, Attachment M-Appendix, section II.E.    
 
Market Violation: 
 
“Market Violation” shall mean a tariff violation, violation of a Commission-approved order, rule 
or regulation, market manipulation, or inappropriate dispatch that creates substantial concerns 
regarding unnecessary market inefficiencies, as defined in 18 C.F.R. § 35.28(b)(8). 
 
Material Modification: 
 
“Material Modification” shall mean any modification to an Interconnection Request that has a 
material adverse effect on the cost or timing of Interconnection Studies related to, or any 
Network Upgrades or Local Upgrades needed to accommodate, any Interconnection Request 
with a later Queue Position. 
 
Maximum Daily Starts: 
 
“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 
started in an Operating Day under normal operating conditions. 
 
Maximum Emergency: 
 
“Maximum Emergency” shall mean the designation of all 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. 
 
Maximum Facility Output: 
 
“Maximum Facility Output” shall mean the maximum (not nominal) net electrical power output 
in megawatts, specified in the Interconnection Service Agreement, after supply of any parasitic 
or host facility loads, that a Generation Interconnection Customer’s Customer Facility is 
expected to produce, provided that the specified Maximum Facility Output shall not exceed the 
output of the proposed Customer Facility that Transmission Provider utilized in the System 
Impact Study. 
 
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 
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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. 
 
Maximum Generation Emergency Alert:  
 
“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 
Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 
customers, and regulators that a Maximum Generation Emergency may be declared, for any 
Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 
Market, for all or any part of such Operating Day. 
 
Maximum Run Time: 
 
“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 
the course of an Operating Day, as measured by PJM’s State Estimator. 
 
Maximum Weekly Starts: 
 
“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 
be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 
operating conditions. 
 
Member: 
  
“Member” shall have the meaning provided in the Operating Agreement. 
 
Merchant A.C. Transmission Facilities: 
 
“Merchant A.C. Transmission Facility” shall mean Merchant Transmission Facilities that are 
alternating current (A.C.) transmission facilities, other than those that are Controllable A.C. 
Merchant Transmission Facilities.  
 
Merchant D.C. Transmission Facilities: 
 
“Merchant D.C. Transmission Facilities” shall mean direct current (D.C.) transmission facilities 
that are interconnected with the Transmission System pursuant to Tariff, Part IV and Part VI.  
 
Merchant Network Upgrades: 
 
“Merchant Network Upgrades” shall mean additions to, or modifications or replacements of, 
physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent 
Transmission Interconnection Customer’s Upgrade Request, are part of the Transmission System 
or are included in the Regional Transmission Expansion Plan. 
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Merchant Transmission Facilities: 
 
“Merchant Transmission Facilities” shall mean A.C. or D.C. transmission facilities that are 
interconnected with or added to the Transmission System pursuant to Tariff, Part IV and Part VI 
and that are so identified on Attachment T to the Tariff, provided, however, that Merchant 
Transmission Facilities shall not include (i) any Customer Interconnection Facilities, (ii) any 
physical facilities of the Transmission System that were in existence on or before March 20, 
2003 ; (iii) any expansions or enhancements of the Transmission System that are not identified as 
Merchant Transmission Facilities in the Regional Transmission Expansion Plan and Attachment 
T to the Tariff, or (iv) any transmission facilities that are included in the rate base of a public 
utility and on which a regulated return is earned. 
 
Merchant Transmission Provider: 
 
“Merchant Transmission Provider” shall mean an Interconnection Customer that (1) owns,  
controls, or controls the rights to use the transmission capability of, Merchant D.C. Transmission 
Facilities and/or Controllable A.C. Merchant Transmission Facilities that connect the 
Transmission System with another control area, (2) has elected to receive Transmission Injection 
Rights and Transmission Withdrawal Rights associated with such facility pursuant to Section 36 
of the Tariff, and (3) makes (or will make) the transmission capability of such facilities available 
for use by third parties under terms and conditions approved by the Commission and stated in the 
Tariff, consistent with Tariff, section 38. 
 
Metering Equipment: 
 
“Metering Equipment” shall mean all metering equipment installed at the metering points 
designated in the appropriate appendix to an Interconnection Service Agreement. 
 
Minimum Annual Resource Requirement: 
 
“Minimum Annual Resource Requirement” shall mean, for Delivery Years through May 31, 
2017,   the minimum amount of capacity that PJM will seek to procure from Annual Resources 
for the PJM Region and for each Locational Deliverability Area for which the Office of the 
Interconnection is required under Tariff, Attachment DD, section 5.10(a) to establish a separate 
VRR Curve for such Delivery Year.  For the PJM Region, the Minimum Annual Resource 
Requirement shall be equal to the RTO Reliability Requirement minus [the Sub-Annual 
Resource Reliability Target for the RTO in Unforced Capacity].  For an LDA, the Minimum 
Annual Resource Requirement shall be equal to the LDA Reliability Requirement minus [the 
LDA CETL] minus [the Sub-Annual Resource Reliability Target for such LDA in Unforced 
Capacity]. The LDA CETL may be adjusted pro rata for the amount of load served under the 
FRR Alternative. 
 
Minimum Down Time: 
 
For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 
the minimum number of hours under normal operating conditions between unit shutdown and 
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unit startup, calculated as the shortest time difference between the unit’s generator breaker 
opening and after the unit’s generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 
units, “Minimum Down Time” shall mean the minimum number of hours between the last 
generator breaker opening and after first combustion turbine generator breaker closure, which is 
typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 
 
Minimum Extended Summer Resource Requirement: 
 
“Minimum Extended Summer Resource Requirement” shall mean, for Delivery Years through 
May 31, 2017, the minimum amount of capacity that PJM will seek to procure from Extended 
Summer Demand Resources and Annual Resources for the PJM Region and for each Locational 
Deliverability Area for which the Office of the Interconnection is required under Tariff, 
Attachment DD, section 5.10(a) to establish a separate VRR Curve for such Delivery Year.  For 
the PJM Region, the Minimum Extended Summer Resource Requirement shall be equal to the 
RTO Reliability Requirement minus [the Limited Demand Resource Reliability Target for the 
PJM Region in Unforced Capacity].  For an LDA, the Minimum Extended Summer Resource 
Requirement shall be equal to the LDA Reliability Requirement minus [the LDA CETL] minus 
[the Limited Demand Resource Reliability Target for such LDA in Unforced Capacity].  The 
LDA CETL may be adjusted pro rata for the amount of load served under the FRR Alternative. 
 
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. 
 
Minimum Participation Requirements: 
 
“Minimum Participation Requirements” shall mean a set of minimum training, risk management, 
communication and capital or collateral requirements required for Participants in the PJM 
Markets, as set forth herein and in the Form of Annual Certification set forth as Tariff, 
Attachment Q, Appendix 1.  Participants transacting in FTRs in certain circumstances will be 
required to demonstrate additional risk management procedures and controls as further set forth 
in the Annual Certification found in Tariff, Attachment Q, Appendix 1. 
 
Minimum Run Time: 
 
For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 
minimum number of hours a unit must run, in real-time operations, from the time after generator 
breaker closure, which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 
State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 
after the first combustion turbine generator breaker closure, which is typically indicated by 
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telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 
breaker opening as measured by PJM’s State Estimator. 
 
MISO: 
 
“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 
thereto. 
 
Multi-Driver Project: 
 
“Multi-Driver Project” shall have the same meaning provided in the Operating Agreement. 
 
Native Load Customers: 
 
“Native Load Customers” shall mean the wholesale and retail power customers of a 
Transmission Owner on whose behalf the Transmission Owner, by statute, franchise, regulatory 
requirement, or contract, has undertaken an obligation to construct and operate the Transmission 
Owner’s system to meet the reliable electric needs of such customers. 
 
NERC: 
 
“NERC” shall mean the North American Electric Reliability Corporation or any successor 
thereto. 
 
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. 
 
Net Benefits Test:  
 
“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 
price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 
resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 
Schedule 1, section 3.3A.4 and the parallel provisions of Tariff, Attachment K-Appendix, section 
3.3A.4. 
 
Net Cost of New Entry:   
 
“Net Cost of New Entry” shall mean the Cost of New Entry minus the Net Energy and Ancillary 
Service Revenue Offset. 
 
Net Obligation: 
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“Net Obligation” shall mean the amount owed to PJMSettlement and PJM for purchases from the 
PJM Markets, Transmission Service, (under Tariff, Parts Part II and III , and other services 
pursuant to the Agreements, after applying a deduction for amounts owed to a Participant by 
PJMSettlement as it pertains to monthly market activity and services.  Should other markets be 
formed such that Participants may incur future Obligations in those markets, then the aggregate 
amount of those Obligations will also be added to the Net Obligation. 
 
Net Sell Position: 
  
“Net Sell Position” shall mean the amount of Net Obligation when Net Obligation is negative. 
 
Network Customer: 
 
“Network Customer” shall mean an entity receiving transmission service pursuant to the terms of 
the Transmission Provider’s Network Integration Transmission Service under Tariff, Part III. 
 
Network External Designated Transmission Service: 
 
“Network External Designated Transmission Service” shall have the meaning set forth in Article 
I of the Reliability Assurance Agreement. 
 
Network Integration Transmission Service: 
 
“Network Integration Transmission Service” shall mean the transmission service provided under 
Tariff, Part III. 
 
Network Load: 
 
“Network Load” shall mean the load that a Network Customer designates for Network 
Integration Transmission Service under Tariff, Part III.  The Network Customer’s Network Load 
shall include all load (including losses) served by the output of any Network Resources 
designated by the Network Customer.  A Network Customer may elect to designate less than its 
total load as Network Load but may not designate only part of the load at a discrete Point of 
Delivery.  Where an Eligible Customer has elected not to designate a particular load at discrete 
points of delivery as Network Load, the Eligible Customer is responsible for making separate 
arrangements under Tariff, Part II for any Point-To-Point Transmission Service that may be 
necessary for such non-designated load. 
 
Network Operating Agreement: 
 
“Network Operating Agreement” shall mean an executed agreement that contains the terms and 
conditions under which the Network Customer shall operate its facilities and the technical and 
operational matters associated with the implementation of Network Integration Transmission 
Service under Tariff, Part III. 
 
Network Operating Committee: 
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“Network Operating Committee” shall mean a group made up of representatives from the 
Network Customer(s) and the Transmission Provider established to coordinate operating criteria 
and other technical considerations required for implementation of Network Integration 
Transmission Service under Tariff, Part III.  
 
Network Resource: 
 
“Network Resource” shall mean any designated generating resource owned, purchased, or leased 
by a Network Customer under the Network Integration Transmission Service Tariff.  Network 
Resources do not include any resource, or any portion thereof, that is committed for sale to third 
parties or otherwise cannot be called upon to meet the Network Customer’s Network Load on a 
non-interruptible basis, except for purposes of fulfilling obligations under a reserve sharing 
program. 
 
Network Service User: 
 
“Network Service User” shall mean an entity using Network Transmission Service. 
 
Network Transmission Service: 
 
“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner. 
 
Network Upgrades: 
 
“Network Upgrades” shall mean modifications or additions to transmission-related facilities that 
are integrated with and support the Transmission Provider’s overall Transmission System for the 
general benefit of all users of such Transmission System. Network Upgrades shall include: 
 
 (i) Direct Connection Network Upgrades which are Network Upgrades that only serve 
the Customer Interconnection Facility and have no impact or potential impact on the 
Transmission System until the final tie-in is complete; and 
 
 (ii) Non-Direct Connection Network Upgrades which are parallel flow Network 
Upgrades that are not Direct Connection Network Upgrades. 
 
Neutral Party: 
 
“Neutral Party” shall have the meaning provided in Tariff, Part I, section 9.3(v). 
 
New PJM Zone(s): 
 
“New PJM Zone(s)” shall mean the Zone included in the Tariff, along with applicable Schedules 
and Attachments, for Commonwealth Edison Company, The Dayton Power and Light Company 
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and the AEP East Operating Companies (Appalachian Power Company, Columbus Southern 
Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport 
Power Company, Ohio Power Company and Wheeling Power Company). 
 
New Service Customers: 
 
“New Service Customers” shall mean all customers that submit an Interconnection Request, a 
Completed Application, or an Upgrade Request that is pending in the New Services Queue. 
 
New Service Request: 
 
“New Service Request” shall mean an Interconnection Request, a Completed Application, or an 
Upgrade Request. 
 
New Services Queue: 
 
“New Service Queue” shall mean all Interconnection Requests, Completed Applications, and 
Upgrade Requests that are received within each three-month period ending on January 31, April 
30, July 31, and October 31 of each year shall collectively comprise a New Services Queue. 
 
New Services Queue Closing Date: 
 
“New Services Queue Closing Date” shall mean each January 31, April 30, July 31, and October 
31 shall be the Queue Closing Date for the New Services Queue comprised of Interconnection 
Requests, Completed Applications, and Upgrade Requests received during the three-month 
period ending on such date. 
 
New York ISO or NYISO: 
 
“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 
any successor thereto. 
 
Nodal Reference Price: 
  
The “Nodal Reference Price” at each location shall mean the 97th percentile price differential 
between hourly day-ahead and real-time prices experienced over the corresponding two-month 
reference period in the prior calendar year.   Reference periods will be Jan-Feb, Mar-Apr, May-
Jun, Jul-Aug, Sept-Oct, Nov-Dec.  For any given current-year month, the reference period 
months will be the set of two months in the prior calendar year that include the month 
corresponding to the current month.  For example, July and August 2003 would each use July-
August 2002 as their reference period. 
 
Nominal Rated Capability: 
 
“Nominal Rated Capability” shall mean the nominal maximum rated capability in megawatts of 
a Transmission Interconnection Customer’s Customer Facility or the nominal increase in 



 

Page 48 

transmission capability in megawatts of the Transmission System resulting from the 
interconnection or addition of a Transmission Interconnection Customer’s Customer Facility, as 
determined in accordance with pertinent Applicable Standards and specified in the 
Interconnection Service Agreement. 
 
Nominated Demand Resource Value: 
 
“Nominated Demand Resource Value” shall mean the amount of load reduction that a Demand 
Resource commits to provide either through direct load control, firm service level or guaranteed 
load drop programs.  For existing Demand Resources, the maximum Nominated Demand 
Resource Value is limited, in accordance with the PJM Manuals, to the value appropriate for the 
method by which the load reduction would be accomplished, at the time the Base Residual 
Auction or Incremental Auction is being conducted. 
 
Nominated Energy Efficiency Value:  
 
“Nominated Energy Efficiency Value” shall mean the amount of load reduction that an Energy 
Efficiency Resource commits to provide through installation of more efficient devices or 
equipment or implementation of more efficient processes or systems. 
 
Non-Firm Point-To-Point Transmission Service: 
 
“Non-Firm Point-To-Point Transmission Service” shall mean Point-To-Point Transmission 
Service under the Tariff that is reserved and scheduled on an as-available basis and is subject to 
Curtailment or Interruption as set forth in Tariff, Part II, section 14.7.  Non-Firm Point-To-Point 
Transmission Service is available on a stand-alone basis for periods ranging from one hour to 
one month. 
 
Non-Firm Sale: 
 
“Non-Firm Sale” shall mean an energy sale for which receipt or delivery may be interrupted for 
any reason or no reason, without liability on the part of either the buyer or seller. 
 
Non-Firm Transmission Withdrawal Rights: 
 
“No-Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy 
withdrawals from a specified point on the Transmission System. Non-Firm Transmission 
Withdrawal Rights may be awarded only to a Merchant D.C. Transmission Facility that connects 
the Transmission System to another control area. Withdrawals scheduled using Non-Firm 
Transmission Withdrawal Rights have rights similar to those under Non-Firm Point-to-Point 
Transmission Service. 
 
Non-Performance Charge: 
 
“Non-Performance Charge” shall mean the charge applicable to Capacity Performance 
Resources as defined in Attachment DD, § 10A(e). 
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Nonincumbent Developer: 
 
“Nonincumbent Developer” shall have the same meaning provided in the Operating Agreement. 
 
Non-Regulatory Opportunity Cost: 
 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of starts or available 
run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 
to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 
supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  
(b) the forecasted future hourly Locational Marginal Price at which the generating unit could run 
while not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 
associated with a specific generating unit’s lost opportunity to produce energy during a higher 
valued period of time occurring within the same period of time in which the unit is bound by the 
referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 
Opportunity Costs shall be limited to those resources which are specifically delineated in 
Schedule 2 of the Operating Agreement.  

 
Non-Retail Behind The Meter Generation: 
 
“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, or electric distribution companies to serve 
load. 
 
Non-Synchronized Reserve: 
 
“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 
resources that can be converted fully into energy within ten minutes of a request from the Office 
of the Interconnection dispatcher, and is provided by equipment that is not electrically 
synchronized to the Transmission System. 
 
Non-Synchronized Reserve Event: 
 
“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection 
to generation resources able and assigned to provide Non-Synchronized Reserve in one or more 
specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output 
by the amount of assigned Non-Synchronized Reserve capability. 
 
Non-Variable Loads: 
“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 
section 1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Non-Zone Network Load: 
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“Non-Zone Network Load shall mean Network Load that is located outside of the PJM Region. 
 
Normal Maximum Generation: 
 
“Normal Maximum Generation” shall mean the highest output level of a generating resource 
under normal operating conditions. 
 
Normal Minimum Generation: 
 
“Normal Minimum Generation” shall mean the lowest output level of a generating resource 
under normal operating conditions. 
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Definitions – O – P - Q 
 
Obligation: 
  
“Obligation” shall mean all amounts owed to PJMSettlement for purchases from the PJM 
Markets, Transmission Service, (under both Tariff, Part II and Part III), and other services or 
obligations pursuant to the Agreements.  In addition, aggregate amounts that will be owed to 
PJMSettlement in the future for capacity purchases within the PJM capacity markets will be 
added to this figure.  Should other markets be formed such that Participants may incur future 
Obligations in those markets, then the aggregate amount of those Obligations will also be added 
to the Net Obligation. 
 
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. 
 
Office of the Interconnection: 
 
“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, 
L.L.C. subject to the supervision and oversight of the PJM Board, acting pursuant to the 
Operating Agreement. 
 
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. 
 
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. 
 
Open Access Same-Time Information System (OASIS): 
 
“Open Access Same-Time Information System” or “OASIS” shall mean the information system 
and standards of conduct contained in Part 37 and Part 38 of the Commission’s regulations and 
all additional requirements implemented by subsequent Commission orders dealing with OASIS. 
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Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement: 
 
“Operating Agreement of the PJM Interconnection, L.L.C.” or “Operating Agreement” shall 
mean that agreement dated as of April 1, 1997 and as amended and restated as of June 2, 1997, 
including all Schedules, Exhibits, Appendices, addenda or supplements hereto, as amended from 
time to time thereafter, among the Members of the PJM Interconnection, L.L.C. 
 
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. 
 
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. 
 
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. 
 
Operationally Deliverable: 
 
“Operationally Deliverable” shall mean, as determined by the Office of the Interconnection, that 
there are no operational conditions, arrangements or limitations experienced or required that 
threaten, impair or degrade effectuation or maintenance of deliverability of capacity or energy 
from the external Generation Capacity Resource to loads in the PJM Region in a manner 
comparable to the deliverability of capacity or energy to such loads from Generation Capacity 
Resources located inside the metered boundaries of the PJM Region, including, without 
limitation, an identified need by an external Balancing Authority Area for a remedial action 
scheme or manual generation trip protocol, transmission facility switching arrangements  that 
would have the effect of radializing load, or excessive or unacceptable frequency of regional 
reliability limit violations or (outside an interregional agreed congestion management process) 
of local reliability dispatch instructions and commitments. 
 
Opportunity Cost: 
 
“Opportunity Cost” shall mean a component of the Market Seller Offer Cap calculated in 
accordance with Tariff, Attachment DD, section 6. 
 
OPSI Advisory Committee: 
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“OPSI Advisory Committee” shall mean the committee established under Tariff, Attachment M, 
section III.G. 
 
Option to Build: 
 
“Option to Build” shall mean the option of the New Service Customer to build certain Customer-
Funded Upgrades, as set forth in, and subject to the terms of, the Construction Service 
Agreement. 
 
Optional Interconnection Study: 
 
“Optional Interconnection Study” shall mean a sensitivity analysis of an Interconnection Request 
based on assumptions specified by the Interconnection Customer in the Optional Interconnection 
Study Agreement. 
 
Optional Interconnection Study Agreement: 
 
“Optional Interconnection Study Agreement” shall mean the form of agreement for preparation 
of an Optional Interconnection Study, as set forth in Attachment N-3 of the Tariff. 
 
Part I: 
 
“Part I” shall mean the Tariff Definitions and Common Service Provisions contained in sections 
1 through 12A. 
 
Part II: 
 
“Part II” shall mean the Tariff sections 13 through 27A pertaining to Point-To-Point 
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff, 
Part I and appropriate Schedules and Attachments. 
 
Part III: 
 
“Part III” shall mean the Tariff, sections 28 through 35 pertaining to Network Integration 
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff, 
Part I and appropriate Schedules and Attachments. 
 
Part IV: 
 
“Part IV” shall mean the Tariff, sections 36 through 112C pertaining to generation or merchant 
transmission interconnection to the Transmission System in conjunction with the applicable 
Common Service Provisions of Tariff, Part I and appropriate Schedules and Attachments. 
 
Part V: 
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“Part V” shall mean the Tariff, sections 113 through 122 pertaining to the deactivation of 
generating units in conjunction with the applicable Common Service Provisions of Tariff, Part I 
and appropriate Schedules and Attachments. 
 
Part VI: 
 
“Part VI” shall mean the Tariff, sections 200 through 237 pertaining to the queuing, study, and 
agreements relating to New Service Requests, and the rights associated with Customer-Funded 
Upgrades in conjunction with the applicable Common Service Provisions of Tariff, Part I and 
appropriate Schedules and Attachments. 
 
Participant: 
  
“Participant” shall mean a Market Participant and/or Transmission Customer and/or Applicant 
requesting to be an active Market Participant and/or Transmission Customer. 
 
Parties: 
 
“Parties” shall mean the Transmission Provider, as administrator of the Tariff, and the 
Transmission Customer receiving service under the Tariff.  PJMSettlement shall be the 
Counterparty to Transmission Customers. 
 
Peak-Hour Dispatch: 
 
“Peak-Hour Dispatch” shall mean, for purposes of calculating the Energy and Ancillary Services 
Revenue Offset under Tariff, Attachment DD, section 5, an assumption, as more fully set forth in 
the PJM Manuals, that the Reference Resource is committed in the Day-Ahead Energy Market in 
four distinct blocks of four hours of continuous output for each block from the peak-hour period 
beginning with the hour ending 0800 EPT through to the hour ending 2300 EPT for any day 
when the average day-ahead LMP for the area for which the Net Cost of New Entry is being 
determined is greater than, or equal to, the cost to generate (including the cost for a complete 
start and shutdown cycle) for at least two hours during each four-hour block, where such blocks 
shall be assumed to be  committed independently; provided that, if there are not at least two 
economic hours in any given four-hour block, then the Reference Resource shall be assumed not 
to be committed for such block; and to the extent not committed in any such block in the Day-
Ahead Energy Market under the above conditions based on Day-Ahead LMPs, is dispatched in 
the Real-Time Energy Market for such block if the Real-Time LMP is greater than or equal to 
the cost to generate under the same conditions as described above for the Day-Ahead Energy 
Market. 
 
Peak Market Activity:   
“Peak Market Activity” shall mean a measure of exposure for which credit is required, involving 
peak exposures in rolling three-week periods over a year timeframe, with two semi-annual reset 
points, pursuant to provisions of Tariff, Attachment Q, section V.A.  Peak Market Activity shall 
exclude FTR Net Activity, Virtual Transactions Net Activity, and Export Transactions Net 
Activity.  
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Peak Season: 
 
“Peak Season” shall mean the weeks containing the 24th through 36th Wednesdays of the 
calendar year.  Each such week shall begin on a Monday and end on the following Sunday, 
except for the week containing the 36th Wednesday, which shall end on the following Friday. 
 
Percentage Internal Resources Required: 
 
“Percentage Internal Resources Required” shall have the meaning specified in the Reliability 
Assurance Agreement. 
 
Performance Assessment Hour: 
 
“Performance Assessment Hour” shall mean each whole or partial clock-hour for which an 
Emergency Action has been declared by the Office of the Interconnection, provided, however, 
that Performance Assessment Hours for a Base Capacity Resource shall not include any hours 
outside the calendar months of June through September. 
 
PJM:   
 
“PJM” shall mean PJM Interconnection, L.L.C., including the Office of the Interconnection as 
referenced in the PJM Operating Agreement. 
 
PJM Administrative Service: 
 
“PJM Administrative Service” shall mean the services provided by PJM pursuant to Tariff, 
Schedule 9. 
 
PJM Board: 
 
“PJM Board” shall mean the Board of Managers of the LLC, except when such term is being 
used in Attachment M of the Tariff, in which case PJM Board shall mean the Board of Managers 
of PJM or its designated representative, exclusive of any members of PJM Management. 
 
PJM Control Area: 
 
“PJM Control Area” shall mean the Control Area that is recognized by NERC as the PJM 
Control Area. 
 
PJM Entities: 
 
“PJM Entities” shall mean PJM, including the Market Monitoring Unit, the PJM Board, and 
PJM’s officers, employees, representatives, advisors, contractors, and consultants. 
 
PJM Interchange: 
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“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to 
the Tariff: (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. 
 
PJM Interchange Energy Market: 
 
“PJM Interchange Energy Market” shall mean the regional competitive market administered by 
the Transmission Provider for the purchase and sale of spot electric energy at wholesale 
interstate commerce and related services, as more fully set forth in Operating Agreement, 
Schedule 1, and the parallel provisions of Tariff, Attachment K – Appendix. 
 
PJM Interchange Export: 
 
“PJM Interchange Export” shall mean the following, as determined in accordance with the 
Schedules to the Tariff:  (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. 
 
PJM Interchange Import: 
 
“PJM Interchange Import” shall mean the following, as determined in accordance with the 
Schedules to the Tariff:  (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. 
 
PJM Liaison: 
 
“PJM Liaison” shall mean the liaison established under Tariff, Attachment M, section III.I. 
 
PJM Management: 
 
“PJM Management” shall mean the officers, executives, supervisors and employee managers of 
PJM. 
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PJM Manuals: 
 
“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the 
Office of the Interconnection for the operation, planning, and accounting requirements of the 
PJM Region and the PJM Interchange Energy Market. 
 
PJM Markets: 
 
“PJM Markets” shall mean the PJM Interchange Energy and capacity markets, including the 
RPM auctions, together with all bilateral or other wholesale electric power and energy 
transactions, capacity transactions, ancillary services transactions (including black start service), 
transmission transactions and any other market operated under the PJM Tariff or Operating 
Agreement within the PJM Region, wherein Market Participants may incur Obligations to 
PJMSettlement. 
 
PJM Market Rules: 
 
“PJM Market Rules” shall mean the rules, standards, procedures, and practices of the PJM 
Markets set forth in the PJM Tariff, the PJM Operating Agreement, the PJM Reliability 
Assurance Agreement, the PJM Consolidated Transmission Owners Agreement, the PJM 
Manuals, the PJM Regional Practices Document, the PJM-Midwest Independent Transmission 
System Operator Joint Operating Agreement or any other document setting forth market rules. 
 
PJM Net Assets: 
 
“PJM Net Assets” shall mean the total assets per PJM’s consolidated quarterly or year-end 
financial statements most recently issued as of the date of the receipt of written notice of a claim 
less amounts for which PJM is acting as a temporary custodian on behalf of its Members, 
transmission developers/Designated Entities, and generation developers, including, but not 
limited to, cash deposits related to credit requirement compliance, study and/or interconnection 
receivables, member prepayments, invoiced amounts collected from Net Buyers but have not yet 
been paid to Net Sellers, and excess congestion (as described in Operating Agreement, Schedule 
1, section 5.2.6, and the parallel provisions of Tariff, Attachment K-Appendix). 
 
PJM Open Access Transmission Tariff (“O.A.T.T.”): 
  
“PJM Open Access Transmission Tariff” or “O.A.T.T” shall mean the Open Access 
Transmission Tariff of PJM Interconnection, L.L.C., on file with the Federal Energy Regulatory 
Commission, and as revised from time to time. 
 
PJM Open Access Same-time Information System: 
 
“PJM 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. 
 
PJM Operating Agreement: 
 
“PJM Operating Agreement” shall mean the Amended and Restated Operating Agreement of 
PJM on file with the Commission. 
 
PJM Region: 
 
“PJM Region” shall have the meaning specified in the Operating Agreement.  
 
PJM Regional Practices Document: 
“PJM Regional Practices Document” shall mean the document of that title that compiles and 
describes the practices in the PJM Markets and that is made available in hard copy and on the 
Internet. 
 
PJM Region Installed Reserve Margin: 
 
“PJM Region Installed Reserve Margin” shall have the meaning specified in the Operating 
Agreement. 
 
PJM Region Peak Load Forecast: 
 
“PJM Region Peak Load Forecast” shall mean the peak load forecast used by the Office of the 
Interconnection in determining the PJM Region Reliability Requirement, and shall be determined 
on both a preliminary and final basis as set forth in Tariff, Attachment DD, section 5.   
 
PJM Region Reliability Requirement:  
 
“PJM Region Reliability Requirement” shall mean, for purposes of the Base Residual Auction, 
the Forecast Pool Requirement multiplied by the Preliminary PJM Region Peak Load Forecast, 
less the sum of all Preliminary Unforced Capacity Obligations of FRR Entities in the PJM 
Region; and, for purposes of the  Incremental Auctions, the Forecast Pool Requirement 
multiplied by the updated PJM Region Peak Load Forecast, less the sum of all updated Unforced 
Capacity Obligations of FRR Entities in the PJM Region. 
 
PJM Reliability Assurance Agreement: 
 
“PJM Reliability Assurance Agreement” shall mean the Reliability Assurance Agreement among 
Load Serving Entities in the PJM Region on file with the Commission. 
 
PJMSettlement:   
 
“PJM Settlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor), 
established by PJM as set forth in Section 3.3 of the Operating Agreement. 
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PJM Tariff: 
 
“PJM Tariff” or “Tariff shall mean that certain “PJM Open Access Transmission Tariff”, 
including any schedules, appendices or exhibits attached thereto, on file with FERC and as 
amended from time to time thereafter. 
 
PJM Transmission Owners Agreement: 
 
“PJM Transmission Owners Agreement” shall mean the PJM Consolidated Transmission 
Owners Agreement on file with the Commission. 
 
Plan: 
 
“Plan” shall mean the PJM market monitoring plan set forth in Tariff, Attachment M. 
 
Planned Demand Resource: 
 
“Planned Demand Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
Planned External Financed Generation Capacity Resource: 
  
“Planned External Financed Generation Capacity Resource” shall mean a Planned External 
Generation Capacity Resource that, prior to August 7, 2015, has an effective agreement that is 
the equivalent of an Interconnection Service Agreement, has submitted to the Office of the 
Interconnection the appropriate certification attesting achievement of Financial Close, and has 
secured at least 50 percent of the MWs of firm transmission service required to  qualify such 
resource under the deliverability requirements of the Reliability Assurance Agreement. 
 
Planned External Generation Capacity Resource: 
 
“Planned External Generation Capacity Resource” shall have the meaning specified in the 
Reliability Assurance Agreement. 
 
Planned Financed Generation Capacity Resource: 
 
“Planned Financed Generation Capacity Resource” shall mean a Planned Generation Capacity 
Resource that, prior to August 7, 2015, has an effective Interconnection Service Agreement and 
has submitted to the Office of the Interconnection the appropriate certification attesting 
achievement of Financial Close. 
 
Planned Generation Capacity Resource: 
 
“Planned Generation Capacity Resource” shall have the meaning specified in the Reliability 
Assurance Agreement. 
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Planning Period: 
 
“Planning Period” shall have the meaning specified in the Reliability Assurance Agreement. 
 
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.  
 
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. 
 
Point(s) of Delivery: 
 
“Point(s) of Delivery” shall mean the point(s) on the Transmission Provider’s Transmission 
System where capacity and energy transmitted by the Transmission Provider will be made 
available to the Receiving Party under Tariff, Part II.  The Point(s) of Delivery shall be specified 
in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service. 
 
Point of Interconnection: 
 
“Point of Interconnection” shall mean the point or points, shown in the appropriate appendix to 
the Interconnection Service Agreement and the Interconnection Construction Service Agreement, 
where the Customer Interconnection Facilities interconnect with the Transmission Owner 
Interconnection Facilities or the Transmission System. 
 
Point(s) of Receipt: 
 
“Point(s) of Receipt” shall mean point(s) of interconnection on the Transmission Provider’s 
Transmission System where capacity and energy will be made available to the Transmission 
Provider by the Delivering Party under Tariff, Part II.  The Point(s) of Receipt shall be specified 
in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service. 
 
Point-To-Point Transmission Service: 
 
“Point-To-Point Transmission Service shall mean the reservation and transmission of capacity 
and energy on either a firm or non-firm basis from the Point(s) of Receipt to the Point(s) of 
Delivery under Tariff, Part II. 
 
Power Purchaser: 
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“Power Purchaser” shall mean the entity that is purchasing the capacity and energy to be 
transmitted under the Tariff. 
 
PRD Curve: 
 
“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Provider: 
 
“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Reservation Price: 
 
“PRD Reservation” Price shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
PRD Substation:   
 
“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Pre-Confirmed Application: 
 
“Pre-Confirmed Application” shall be an Application that commits the Eligible Customer to 
execute a Service Agreement upon receipt of notification that the Transmission Provider can 
provide the requested Transmission Service. 
 
Pre-Emergency Load Response Program: 
 
“Pre-Emergency Load Response Program” shall be the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during pre-emergency conditions, and is described in Section 8 of Schedule 1 
of the Operating Agreement and the parallel provisions of Section 8 of Attachment K-Appendix 
of the Tariff.  
 
Pre-Expansion PJM Zones: 
 
“Pre-Expansion PJM Zones” shall be zones included in the Tariff, along with applicable 
Schedules and Attachments, for certain Transmission Owners – Atlantic City Electric Company, 
Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey Central 
Power and Light Company, Mid-Atlantic Interstate Transmission, LLC (“MAIT”) (MAIT owns 
and operates the transmission facilities in the Metropolitan Edison Company Zone and the 
Pennsylvania Electric Company Zone), PECO Energy Company, Pennsylvania Power & Light 
Group, Potomac Electric Power Company, Public Service Electric and Gas Company, Allegheny 
Power, and Rockland Electric Company. 
 
Price Responsive Demand: 
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“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Primary Reserve: 
 
“Primary Reserve” shall mean the total reserve capability of generation resources that can be 
converted fully into energy or Demand Resources whose demand can be reduced within ten 
minutes of a request from the Office of the Interconnection dispatcher, and is comprised of both 
Synchronized Reserve and Non-Synchronized Reserve. 
 
Primary Reserve Alert 
 
“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated 
shortage of Operating Reserve capacity for a future critical period. 
 
Primary Reserve Requirement: 
 
“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Primary Reserve, absent any increase to account for 
additional reserves scheduled to address operational uncertainty.  The Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals. 
 
Prior CIL Exception External Resource: 
 
“Prior CIL Exception External Resource” shall mean an external Generation Capacity 
Resource for which a Capacity Market Seller had, prior to May 9, 2017, cleared a Sell Offer in 
an RPM Auction under the exception provided to the definition of Capacity Import Limit as set 
forth in Article I of the Reliability Assurance Agreement.  In the event only a portion (in MW) of 
an external Generation Capacity Resource has a Pseudo-Tie into the PJM  Region, that  portion 
of the external Generation Capacity Resource (and no other portion thereof) is eligible for 
treatment as a Prior CIL Exception External Resource if such portion satisfies the requirements 
of the first sentence of this definition. 
 
Project Financing: 
 
“Project Financing” shall mean:  (a) one or more loans, leases, equity and/or debt financings, 
together with all modifications, renewals, supplements, substitutions and replacements thereof, 
the proceeds of which are used to finance or refinance the costs of the Customer Facility, any 
alteration, expansion or improvement to the Customer Facility, the purchase and sale of the 
Customer Facility or the operation of the Customer Facility; (b) a power purchase agreement 
pursuant to which Interconnection Customer’s obligations are secured by a mortgage or other 
lien on the Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility. 
 
Project Finance Entity: 
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“Project Finance Entity” shall mean:  (a) a holder, trustee or agent for holders, of any component 
of Project Financing; or (b) any purchaser of capacity and/or energy produced by the Customer 
Facility to which Interconnection Customer has granted a mortgage or other lien as security for 
some or all of Interconnection Customer’s obligations under the corresponding power purchase 
agreement. 
 
Projected PJM Market Revenues: 
 
“Projected PJM Market Revenues” shall mean a component of the Market Seller Offer Cap 
calculated in accordance with Tariff, Attachment DD, section 6. 
 
Proportional Multi-Driver Project: 
 
“Proportional Multi-Driver Project” shall have the same meaning provided in the Operating 
Agreement. 
 
Pseudo-Tie: 
 
“Pseudo-Tie” shall have the same meaning provided in the Operating Agreement. 
 
Public Policy Objectives: 
 
“Public Policy Objectives” shall have the same meaning provided in the Operating Agreement. 
 
Public Policy Requirements: 
 
“Public Policy Requirements” shall have the same meaning provided in the Operating 
Agreement. 
 
Qualifying Transmission Upgrade: 
 
“Qualifying Transmission Upgrade” shall mean a proposed enhancement or addition to the 
Transmission System that: (a) will increase the Capacity Emergency Transfer Limit into an LDA 
by a megawatt quantity certified by the Office of the Interconnection; (b) the Office of the 
Interconnection has determined will be in service on or before the commencement of the first 
Delivery Year for which such upgrade is the subject of a Sell Offer in the Base Residual 
Auction; (c) is the subject of a Facilities Study Agreement executed before the conduct of the 
Base Residual Auction for such Delivery Year and (d) a New Service Customer is obligated to 
fund through a rate or charge specific to such facility or upgrade. 
 
Queue Position: 
 
“Queue Position” shall mean the priority assigned to an Interconnection Request, a Completed 
Application, or an Upgrade Request pursuant to applicable provisions of Tariff, Part VI.
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Definitions – T – U - V 
 
Tangible Net Worth: 
 
“Tangible Net Worth” shall mean all assets (not including any intangible assets such as 
goodwill) less all liabilities.  Any such calculation may be reduced by PJMSettlement upon 
review of the available financial information. 
 
Target Allocation: 
 
“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in 
Operating Agreement, Schedule 1, section 5.2.3, and the parallel provisions of Tariff, 
Attachment K-Appendix, or the allocation of Auction Revenue Rights Credits as set forth in 
Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Third Incremental Auction: 
 
“Third Incremental Auction” shall mean an Incremental Auction conducted three months before 
the Delivery Year to which it relates. 
 
Third-Party Sale: 
 
“Third-Party Sale” shall mean any sale for resale in interstate commerce to a Power Purchaser 
that is not designated as part of Network Load under the Network Integration Transmission 
Service but not including a sale of energy through the PJM Interchange Energy Market 
established under the PJM Operating Agreement. 
 
Tie Line: 
 
“Tie Line” shall mean a circuit connecting two balancing authority areas, Control Areas or fully 
metered electric system regions. Tie Lines may be classified as external or internal as set forth in 
the PJM Manuals. 
 
Total Net Obligation: 
  
“Total Net Obligation” shall mean all unpaid billed Net Obligations plus any unbilled Net 
Obligation incurred to date, as determined by PJMSettlement on a daily basis, plus any other 
Obligations owed to PJMSettlement at the time. 
 
Total Net Sell Position: 
 
“Total Net Sell Position” shall mean all unpaid billed Net Sell Positions plus any unbilled Net 
Sell Positions accrued to date, as determined by PJMSettlement on a daily basis. 
 
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 which shall be calculated and allocated as specified in Operating Agreement, 
Schedule 1, section 5.1 and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Transmission Congestion Credit: 
 
“Transmission Congestion Credit” shall mean the allocated share of total Transmission 
Congestion Charges credited to each FTR Holder, calculated and allocated as specified in 
Operating Agreement, Schedule 1, section 5.2, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Transmission Customer: 
 
“Transmission Customer” shall mean any Eligible Customer (or its Designated Agent) that (i) 
executes a Service Agreement, or (ii) requests in writing that the Transmission Provider file with 
the Commission a proposed unexecuted Service Agreement, to receive transmission service 
under Tariff, Part II.  This term is used in Tariff, Part I and Part VI to include customers 
receiving transmission service under Tariff, Part II and Part III. 
 
Where used in Tariff, Attachment K-Appendix and the parallel provisions of Operating 
Agreement, Schedule 1, Transmission Customer shall mean an entity using Point-to-Point 
Transmission Service. 
 
Transmission Facilities: 
 
“Transmission Facilities” shall have the meaning set forth in the Operating Agreement. 
 
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. 
 
Transmission Injection Rights: 
 
“Transmission Injection Rights” shall mean Capacity Transmission Injection Rights and Energy 
Transmission Injection Rights. 
 
Transmission Interconnection Customer: 
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“Transmission Interconnection Customer” shall mean an entity that submits an Interconnection 
Request to interconnect or add Merchant Transmission Facilities to the Transmission System or 
to increase the capacity of Merchant Transmission Facilities interconnected with the 
Transmission System in the PJM Region or an entity that submits an Upgrade Request for 
Merchant Network Upgrades (including accelerating 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). 
 
Transmission Interconnection Facilities Study: 
 
“Transmission Interconnection Facilities Study” shall mean a Facilities Study related to a 
Transmission Interconnection Request. 
 
Transmission Interconnection Feasibility Study: 
 
“Transmission Interconnection Feasibility Study” shall mean a study conducted by the 
Transmission Provider in accordance with Section 36.2 of the Tariff. 
 
Transmission Interconnection Request: 
 
“Transmission Interconnection Request” shall mean a request by a Transmission Interconnection 
Customer pursuant to Tariff, Part IV 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 in the PJM Region. 
 
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. 
 
Transmission Loading Relief Customer: 
 
“Transmission Loading Relief Customer” shall mean an entity that, in accordance with 
Operating Agreement, Schedule 1, section 1.10.6A and the parallel provisions of Tariff, 
Attachment K-Appendix, 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. 
 
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 
from a generation resource to load as specified in Operating Agreement, Schedule 1, section 5, 
and the parallel provisions of Tariff, Attachment K-Appendix. 
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Transmission Owner: 
 
“Transmission Owner” shall mean each entity that owns, leases or otherwise has a possessory 
interest in facilities used for the transmission of electric energy in interstate commerce under the 
Tariff.  The Transmission Owners are listed in Tariff, Attachment L. 
 
Transmission Owner Attachment Facilities: 
 
“Transmission Owner Attachment Facilities” shall mean that portion of the Transmission Owner 
Interconnection Facilities comprised of all Attachment Facilities on the Interconnected 
Transmission Owner’s side of the Point of Interconnection.  
 
Transmission Owner Interconnection Facilities: 
 
“Transmission Owner Interconnection Facilities” shall mean all Interconnection Facilities that 
are not Customer Interconnection Facilities and that, after the transfer under Section 5.5 of 
Appendix 2 to Attachment P of the PJM Tariff to the Interconnected Transmission Owner of title 
to any Transmission Owner Interconnection Facilities that the Interconnection Customer 
constructed, are owned, controlled, operated and maintained by the Interconnected Transmission 
Owner on the Interconnected Transmission Owner’s side of the Point of Interconnection 
identified in appendices to the Interconnection Service Agreement and to the Interconnection 
Construction Service Agreement, including any modifications, additions or upgrades made to 
such facilities and equipment, that are necessary to physically and electrically interconnect the 
Customer Facility with the Transmission System or interconnected distribution facilities. 
 
Transmission Owner Upgrade:  
 
“Transmission Owner Upgrade” shall have the same meaning provided in the Operating 
Agreement. 
 
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 Operating Agreement, Schedule 1, and the parallel provisions of Tariff, Attachment 
K-Appendix or the PJM Manuals. 
 
Transmission Provider: 
 
The “Transmission Provider” shall be the Office of the Interconnection for all purposes, provided 
that the Transmission Owners will have the responsibility for the following specified activities: 
 
(a) The Office of the Interconnection shall direct the operation and coordinate the 
maintenance of the Transmission System, except that the Transmission Owners will continue to 
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direct the operation and maintenance of those transmission facilities that are not listed in the PJM 
Designated Facilities List contained in the PJM Manual on Transmission Operations; 
 
(b) Each Transmission Owner shall physically operate and maintain all of the facilities that it 
owns; and 
 
(c) When studies conducted by the Office of the Interconnection indicate that enhancements 
or modifications to the Transmission System are necessary, the Transmission Owners shall have 
the responsibility, in accordance with the applicable terms of the Tariff, Operating Agreement 
and/or the Consolidated Transmission Owners Agreement to construct, own, and finance the 
needed facilities or enhancements or modifications to facilities. 
 
Transmission Provider’s Monthly Transmission System Peak: 
 
“Transmission Provider’s Monthly Transmission System Peak” shall mean the maximum firm 
usage of the Transmission Provider’s Transmission System in a calendar month. 
 
Transmission Service: 
 
“Transmission Service” shall mean Point-To-Point Transmission Service provided under Tariff, 
Part II on a firm and non-firm basis. 
 
Transmission Service Request: 
 
“Transmission Service Request” shall mean a request for Firm Point-To-Point Transmission 
Service or a request for Network Integration Transmission Service. 
 
Transmission System: 
 
“Transmission System” shall mean the facilities controlled or operated by the Transmission 
Provider within the PJM Region that are used to provide transmission service under Tariff, Part 
II and Part III. 
 
Transmission Withdrawal Rights: 
 
“Transmission Withdrawal Rights” shall mean Firm Transmission Withdrawal Rights and Non-
Firm Transmission Withdrawal Rights. 
 
Turn Down Ratio: 
 
“Turn Down Ratio” shall mean the ratio of a generating unit’s economic maximum megawatts to 
its economic minimum megawatts. 
 
Unconstrained LDA Group: 
 



 

Page 69 

“Unconstrained LDA Group” shall mean a combined group of LDAs that form an electrically 
contiguous area and for which a separate Variable Resource Requirement Curve has not been 
established under Tariff, Attachment DD, section 5.10.  Any LDA for which a separate Variable 
Resource Requirement Curve has not been established under Tariff, Attachment DD, section 
5.10 shall be combined with all other such LDAs that form an electrically contiguous area. 
 
Unforced Capacity: 
 
“Unforced Capacity” shall have the meaning specified in the Reliability Assurance Agreement. 
 
Unsecured Credit: 
  
“Unsecured Credit” shall mean any credit granted by PJMSettlement to a Participant that is not 
secured by Collateral. 
 
Unsecured Credit Allowance: 
  
“Unsecured Credit Allowance” shall mean Unsecured Credit extended by PJMSettlement in an 
amount determined by PJMSettlement’s evaluation of the creditworthiness of a Participant.  This 
is also defined as the amount of credit that a Participant qualifies for based on the strength of its 
own financial condition without having to provide Collateral.  See also: “Working Credit Limit.” 
 
Updated VRR Curve: 
 
“Updated VRR Curve” shall mean the Variable Resource Requirement Curve for use in the Base 
Residual Auction of the relevant Delivery Year, updated to reflect any change in the Reliability 
Requirement from the Base Residual Auction to such Incremental Auction, and for Delivery 
Years through May 31, 2018, the Short-term Resource Procurement Target applicable to the 
relevant Incremental Auction. 
 
Updated VRR Curve Decrement: 
 
“Updated VRR Curve Decrement” shall mean the portion of the Updated VRR Curve to the left 
of a vertical line at the level of Unforced Capacity on the x-axis of such curve equal to the net 
Unforced Capacity committed to the PJM Region as a result of all prior auctions conducted for 
such Delivery Year (excluding net Unforced Capacity committed to the PJM Region associated 
with the transition provisions of Tariff Attachment DD, section 5.14D as related to the 
2017/2018 Delivery Year) and adjusted, if applicable, by a change in Unforced Capacity 
commitments associated with the transition provision of Tariff, Attachment DD, sections 5.14C, 
5.14D (as related to the 2016/2017 Delivery Year), and 5.14E.   
 
Updated VRR Curve Increment: 
 
“Updated VRR Curve Increment” shall mean the portion of the Updated VRR Curve to the right 
of a vertical line at the level of Unforced Capacity on the x-axis of such curve equal to the net 
Unforced Capacity committed to the PJM Region as a result of all prior auctions conducted for 
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such Delivery Year (excluding net Unforced Capacity committed to the PJM Region associated 
with the transition provision of Tariff, Attachment DD, section 5.14D as related to the 2017/2018 
Delivery Year) and adjusted, if applicable, by a change in Unforced Capacity commitments 
associated with the transition provision of Tariff, Attachment DD, sections 5.14C, 5.14D (as 
related to the 2016/2017 Delivery Year), and 5.14E. 
 
Upgrade Construction Service Agreement: 
 
“Upgrade Construction Service Agreement” shall mean that agreement entered into by an 
Eligible Customer, Upgrade Customer or Interconnection Customer proposing Merchant 
Network Upgrades, a Transmission Owner, and the Transmission Provider, pursuant to Tariff, 
Part VI, Subpart B, and in the form set forth in Attachment GG of the Tariff. 
 
Upgrade Customer: 
 
“Upgrade Customer” shall mean a customer that submits an Upgrade Request pursuant to 
Section 7.8 of Schedule 1 of the Operating Agreement. 
 
Upgrade-Related Rights: 
 
“Upgrade-Related Rights” shall mean Incremental Auction Revenue Rights, Incremental 
Available Transfer Capability Revenue Rights, Incremental Deliverability Rights, and 
Incremental Capacity Transfer Rights. 
 
Upgrade Request: 
 
“Upgrade Request” shall mean a request submitted in the form prescribed in Attachment EE of 
the Tariff, for evaluation by the Transmission Provider of the feasibility and estimated costs of 
(a) a Merchant Network Upgrade or (b) the Customer-Funded Upgrades that would be needed to 
provide Incremental Auction Revenue Rights specified in a request pursuant to Section 7.8 of 
Schedule 1 of the Operating Agreement. 
 
Up-to Congestion Counterflow Transaction: 
 
“Up-to Congestion Counterflow Transaction” shall mean an Up-to Congestion Transaction will 
be deemed an Up-to Congestion Counterflow Transaction if the following value is negative:  (a) 
when bidding, the lower of the bid price and the prior Up-to Congestion Historical Month’s 
average real-time value for the transaction; or (b) for cleared Virtual Transactions, the cleared 
day-ahead price of the Virtual Transactions. 
 
Up-to Congestion Historical Month: 
 
“Up-to Congestion Historical Month” shall mean a consistently-defined historical period 
nominally one month long that is as close to a calendar month as PJM determines is practical. 
 
Up-to Congestion Prevailing Flow Transaction: 
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An Up-to Congestion Transaction shall mean an “Up-to Congestion Prevailing Flow 
Transaction” if it is not an Up-to Congestion Counterflow Transaction. 
 
Up-to Congestion Reference Price: 
 
“Up-to Congestion Reference Price” for an Up-to Congestion Transaction, shall be the specified 
percentile price differential between source and sink (defined as sink price minus source price) 
for hourly real-time prices experienced over the prior Up-to Congestion Historical Month, 
averaged with the same percentile value calculated for the second prior Up-to Congestion 
Historical Month.  Up-to Congestion Reference Prices shall be calculated using the following 
historical percentiles: 
 For Up-to Congestion Prevailing Flow Transactions: 30th percentile 
 For Up-to Congestion Counterflow Transactions when bid:  20th percentile 
 For Up-to Congestion Counterflow Transactions when cleared:  5th percentile 
 
Up-to Congestion Transaction: 
 
“Up-to Congestion Transaction” shall have the meaning specified in Operating Agreement, 
Schedule 1, section 1.10.1A, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Variable Loads: 
“Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, section 
1.5A.6, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Variable Resource Requirement Curve:  
 
“Variable Resource Requirement Curve” shall mean a series of maximum prices that can be 
cleared in a Base Residual Auction for Unforced Capacity, corresponding to a series of varying 
resource requirements based on varying installed reserve margins, as determined by the Office of 
the Interconnection for the PJM Region and for certain Locational Deliverability Areas in 
accordance with the methodology provided in Tariff, Attachment DD, section 5. 
 
Virtual Credit Exposure:  
“Virtual Credit Exposure” shall mean the amount of potential credit exposure created by a 
market participant’s bid submitted into the Day-ahead market, as defined in Tariff, Attachment 
Q. 
 
Virtual Transaction: 
 
“Virtual Transaction” shall mean a Decrement Bid, Increment Offer and/or Up-to Congestion 
Transaction. 
 
Virtual Transaction Screening: 
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“Virtual Transaction Screening” shall be the process of reviewing the Virtual Credit Exposure of 
submitted Virtual Transactions against the Credit Available for Virtual Transactions.  If the 
credit required is greater than credit available, then the Virtual Transactions will not be accepted. 
 
Virtual Transactions Net Activity: 
 
“Virtual Transactions Net Activity” shall mean the aggregate net total, resulting from Virtual 
Transactions, of (i) Spot Market Energy charges, (ii) Transmission Congestion Charges, and (iii) 
Transmission Loss Charges, calculated as set forth in Tariff, Attachment K-Appendix.  Virtual 
Transactions Net Activity may be positive or negative. 
 
Voltage Reduction Action: 
 
“Voltage Reduction Action” shall mean a notification during capacity deficient conditions in 
which PJM notifies Members to reduce voltage on the distribution system in order to reduce 
demand and therefore provide a sufficient amount of reserves, maintain tie flow schedules and 
preserve limited energy sources. 
 
Voltage Reduction Alert: 
 
“Voltage Reduction Alert” shall mean a notification from PJM to alert Members that a voltage 
reduction may be required during a future critical period. 
 
Voltage Reduction Warning: 
 
“Voltage Reduction Warning” shall mean a notification from PJM to warn Members that PJM’s 
available Synchronized Reserve is less than the Synchronized Reserve Requirement and that 
present operations have deteriorated such that a voltage reduction may be required.
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7.1 Billing Procedure: 
 

(a) Monthly Bills. 
 
By the fifth bBusiness dDay of each month, PJMSettlement, in its own name and as agent 
for Transmission Provider, as applicable,  shall issue a bill to Transmission Customers 
and other entities for monthly activity and detailing the charges and credits for all 
services furnished under the Tariff during the preceding month (“billing month”), 
excluding amounts billed pursuant to weekly bills for activity during the preceding 
month. 
 
(b) Weekly Bills. 
 
By 5:00 p.m. Eastern Prevailing Time each Tuesday (or Wednesday in the event that a 
Tuesday is a holiday), PJMSettlement, in its own name and as agent for Transmission 
Provider, as applicable,  will issue a weekly bill to Members and other entities for all 
activity for certain services furnished under the Tariff for the days of the billing month 
during the week ending the prior Wednesday.  The services for which such weekly bills 
shall be issued are set forth in PJM Manual 29.   
 
(c) Billing Statement. 
 
PJMSettlement, in its own name and as agent for Transmission Provider, as applicable,  
shall provide Transmission Customers and other entities with billing statements at the 
time of issuance of the monthly and weekly bills, reflecting, in the form and manner set 
forth in PJM Manuals, the Transmission Customer’s or other entity’s activity during the 
billing month and amounts due, net of activity previously billed.  
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7.1A Payments: 
 

(a) Monthly Bills. 
 
Net amounts due to PJMSettlement, in its own name or as agent for Transmission 
Provider, as applicable, pursuant to a monthly bill shall be due and payable by the 
Transmission Customer or other entity no later than noon Eastern Prevailing Time on the 
due date of the first weekly bill issued for activity in the month that the monthly bill is 
issued.  It is possible, due to the timing of holidays, that the billing and payment cycle for 
monthly bills stated here would call for payment of a monthly bill on a Friday that occurs 
less than three bBusiness dDays after issuance of the bill by PJM.  Where this occurs, the 
payment period of the monthly bill will be extended such that payment will be due when 
payment for the second weekly bill is due. 
 
(b) Weekly Bills. 
 
Net amounts due to PJMSettlement, in its own name or as agent for Transmission 
Provider, as applicable, pursuant to a weekly bill shall be due and payable by the 
Transmission Customer or other entity no later than noon Eastern Prevailing Time on the 
third bBusiness dDay following the issuance of the weekly bill.  Weekly bills issued after 
5:00 p.m. Eastern Prevailing Time shall be considered to be issued the following 
bBusiness dDay 

 
(i)  Municipal Electric Systems. 
 
Recognizing that municipal electric systems may, at times, face unique 
circumstances that could temporarily prevent their ability to make payments on a 
weekly bill issued pursuant to Section 7.1(b) when due, the Transmission 
Provider may allow a municipal electric system to make arrangement with PJM 
whereby PJM would extend trade credit to the municipal electric system sufficient 
to enable it to make payment on a weekly bill  provided that the following 
conditions are met: 
 
(a) the Transmission Provider determines, in its sole discretion, that it has 
sufficient excess working capital available to complete financial settlement with 
other market participants; 
 
(b) the municipal electric system reimburses PJM for the actual cost of such 
working capital; 
 
(c) the municipal electric system provides PJM with a binding representation that 
it has all legal right and authority to enter into the arrangement with PJM; 
 
(d) PJMSettlement will continue to issue weekly bills to the municipal electric 
system in accordance with Section 7,1(b) above and the municipal electric system 
will make payment as due under the weekly bills using the proceeds it obtains 
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under its arrangement with PJM.  Reimbursement of these amounts, including 
PJM’s actual costs of working capital, shall be due from the municipal electric 
system at the time payment is due for the invoice issued under Section 7.1A(a); 
 
(e) the aggregate of all financed amounts and accrued obligations shall not exceed 
the Working Credit Limit available to the municipal electric system; 
 
(f) the municipal electric system provides the Transmission Provider with at least 
one week of notice (though PJM may waive this provision), and; 
 
(g) the accumulated duration of such postponed payments shall not exceed three 
months in a rolling twelve-month period. 

 
PJM may terminate this payment option at any time it determines its excess working capital is no 
longer sufficient to allow further or continued extension financing.  In such cases, PJM shall 
attempt to give five bBusiness dDays, but not less than three bBusiness dDays notice to the 
affected municipal electric system, and may call for immediate reimbursement of any 
outstanding amounts owed by the municipal electric system.   
 

(c) Form of Payments. 
 
All payments tendered in satisfaction of a Transmission Customer’s or other entity’s 
obligations to PJMSettlement or Transmission Provider shall be in the form of 
immediately available funds payable to PJMSettlement, or by wire transfer to a bank 
named by PJMSettlement.   
 
(d) Payments by PJMSettlement. 
 
Unless delayed by unforeseen events, payments made by PJMSettlement, in its own name 
or as agent for Transmission Provider, for amounts due to Transmission Customers and 
other entities shall be paid no later than 5:00 p.m. Eastern Prevailing Time on the 
bBusiness dDay following the payment due date for net amounts owed to PJMSettlement, 
in its own name or as agent for the Transmission Provider, as specified above.   
 
(e) Payment Calendar. 
 
A comprehensive billing and settlement calendar will be posted on Transmission 
Provider’s website prior to March 31 for the upcoming June – May annual period to 
communicate the schedule of holidays for settlement and billing purposes. 
 
(f) Late Payments. 
 
In the event that a Transmission Customer, or other entity, is delinquent in paying the 
amount set forth in its weekly or monthly bill two or more times within any rolling 
twelve (12) month period, PJMSettlement, in its own name or as agent for Transmission 
Provider, may assess, in addition to the interest on each late payment as provided for in 
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Section 7.2 of this Tariff, a late payment charge for a second and any subsequent failure 
to pay on time during such twelve (12) month period (a “Late Payment Charge”).  The 
applicable Late Payment Charge will be assessed in an amount equal to the greater of:  (i) 
two percent (2%) of the total amount set forth in the monthly or weekly bill that the 
Transmission Customer or other entity has been late in paying, or (ii) $1,000; up to a 
maximum of $100,000 per late bill payment.  For the sole purpose of application of this 
Section 7.1A(f), weekly and monthly bills that are due on the same date shall be 
considered to be one bill; moreover, the term “on time” shall mean payment received on 
the date due; and “delinquent” shall mean any payment received on a day subsequent to 
the date due. 
 
Late Payment Charges that are collected pursuant to this Section 7.1A(f) shall be credited 
to PJMSettlement administrative costs and will be included in any applicable stated rate 
refund calculations as contemplated under Schedule 9 of this Tariff.
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7.3 Customer Default: 
 
In the event the Transmission Customer or other entity (a) fails, for any reason, to make payment 
to PJMSettlement, for the benefit of PJMSettlement or the Transmission Provider, on or before 
the due date as described above, or (b) fails at any time to meet the Transmission Provider’s 
creditworthiness requirements, and such failure is not corrected within two bBusiness dDays 
after the Transmission Provider notifies the Transmission Customer or other entity to cure such 
failure, a default by the Transmission Customer or other entity shall be deemed to exist.  Upon 
the occurrence of a default, the Transmission Provider may initiate a proceeding with the 
Commission to terminate service but shall not terminate service until the Commission so 
approves any such request; provided however, that (i) in the event that a state required retail 
access program provides for continuation of retail service to affected end-use customers by 
another supplier that is a Transmission Customer, then the Transmission Provider may, upon 
default by a Transmission Customer, immediately terminate Transmission Service to the 
defaulting Transmission Customer for the load of such end-use customers, and (ii) in the event 
that a Transmission Customer is taking service under Part II to serve load outside of the PJM 
Region, then the Transmission Provider may, upon default by a Transmission Customer, 
immediately terminate Transmission Service to the defaulting Transmission Customer.  Billing 
disputes between the Transmission Provider and the Transmission Customer or other entity shall 
be addressed through the Transmission Provider’s dispute resolution procedures, and shall not 
relieve the Transmission Customer or other entity of the obligation to make payment of all 
amounts due hereunder. 
 
If the Transmission Customer fails to meet these requirements for continuation of service, then 
the Transmission Provider may provide notice to the Transmission Customer of its intention to 
suspend service in sixty (60) days, in accordance with Commission policy, or, in the case of a 
state required retail access program that provides for continuation of retail service to affected 
end-use customers by another supplier that is a Transmission Customer, immediately terminate 
Transmission Service as provided above.
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17.8  Reservation of Short-Term Firm Point-To-Point Transmission Service: 
 
Requests for monthly service shall be submitted no earlier than 12:00 a.m. EPT of the first 
calendar day of the month, which is seventeen (17) months before the date service is requested to 
commence; requests for weekly service shall be submitted no earlier than 12:00 a.m. EPT of the 
day, which is fourteen (14) days before the date service is to commence; and requests for daily 
service shall be submitted no earlier than 12:00 a.m. EPT of the day, which is seven (7) days 
before the date service is to commence.  Requests for monthly service shall be submitted no later 
than 12:00 a.m. EPT of the date which is fourteen (14) days before service is to commence; 
requests for weekly service shall be submitted no later than 12:00 a.m. EPT of the date which is 
than seven (7) days before the service is to commence; and requests for daily service shall be 
submitted no later than 2:00 p.m. EPT the bBusiness dDay before service is to commence.  All 
requests received during the first thirty (30) minutes following the above-specified times shall be 
deemed to have been received simultaneously.  Designations of new Network Resources under 
section 30.2 that will use interface capacity and that are for a period of less than one year will be 
processed together with, and in the same manner as, requests for Short-Term Firm Point-To-
Point Transmission Service. 
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17.9  Increases in Transfer Capability for Short-Term Transmission Service: 
 
Each hour, the Transmission Provider shall post on the Transmission Provider’s OASIS, the 
capability of the Transmission System then available to accommodate firm Transmission Service 
and Network Integration Service for each of the following seventeen (17) months.  Reservations 
with respect to any increases in transfer capability reflected in such posting may be made 
commencing at the time of posting.  All requests for monthly Short-Term Firm Point-To-Point 
Transmission Service and monthly designation pursuant to section 30.2 of a new Network 
Resource that will use interface capacity received during the first thirty (30) minutes after each 
posting shall be deemed to have been submitted simultaneously.  The Transmission Provider 
shall respond to the requests no later than seven (7) bBusiness dDays from the time of request for 
monthly service and no later than two (2) bBusiness dDays from the time of the request for 
weekly service.  The Transmission Provider shall respond to requests within four (4) normal 
business hours of receipt for daily service if feasible. 
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18.3  Reservation of Non-Firm Point-To-Point Transmission Service: 
 
Requests for monthly service shall be submitted no earlier than 12:00 a.m. EPT of the day which 
is  sixty (60) calendar days before service is to commence; requests for weekly service shall be 
submitted no earlier than 12:00 a.m. EPT of the day which is fourteen (14) days before the 
service is to commence; requests for daily service shall be submitted no earlier than 12:00 a.m. 
EPT of the day which is three (3) bBusiness dDays before service is to commence; and requests 
for hourly service shall be submitted no earlier than 8:00 a.m. EPT the day before service is to 
commence.  Requests for monthly service shall be submitted no later than 12:00 a.m. EPT of the 
date which is two (2) bBusiness dDays before service is to commence; requests for weekly 
service shall be submitted no later than thirty (30) hours before the service is to commence; 
requests for daily service shall be submitted no later than 2:00 p.m. EPT the day before service is 
to commence; and requests for hourly service shall be submitted no later than the end of the 
operating hour before service is to commence.  All requests received during the first five (5) 
minutes following the above-specified times shall be deemed to have been received 
simultaneously. 
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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.  The Transmission Provider shall 
acknowledge receipt of the Generation Interconnection Request (electronically when available to 
all parties, otherwise written) within five bBusiness dDays after receipt of the request and shall 
attach a copy of the received Generation Interconnection Request to the Transmission Provider’s 
acknowledgment. 

1. Generation Interconnection Request Requirements.  To be assigned a PJM Queue 
Position pursuant to Section 201, a Generation Interconnection Customer must 
submit a complete and fully executed Generation Interconnection Feasibility 
Study Agreement, a form of which is located in the Tariff, Attachment N.  To be 
considered complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at a 
minimum, each of the following: 

a.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., street 
address, global positioning coordinates) and attach a map in PDF format 
depicting the property boundaries and the location of the generating unit 
site); and 

b.  evidence of an ownership interest in, or right to acquire or control the 
generating unit site for a minimum of three years, such as a deed, option 
agreement, lease, or other similar document acceptable to the 
Transmission Provider; and 

c.  the MW size of the proposed generating unit or the amount of increase in 
MW capability of an existing generating unit, and identification of any 
MW portion of the facility’s capability that will be a Capacity Resource; 
and 

d. identification of the fuel type of the proposed generating unit or upgrade 
thereto; and 

e.  a description of the equipment configuration, and a set of preliminary 
electrical design specifications, and, if the generating unit is a wind 
generation facility, then the set of preliminary electrical design 
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specifications must depict the wind plant as a single equivalent generator; 
and 

f.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where such date 
is to be no more than seven years from the date that a complete and fully 
executed Generation Interconnection Feasibility Study Agreement is 
received by the Transmission Provider unless the Interconnection 
Customer demonstrates that engineering, permitting, and construction of 
the generating unit or increase in capability will take more than seven 
years; and  

g.  any additional information as may be prescribed by the Transmission 
Provider in the PJM Manuals; and 

h. if Behind The Meter Generation is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the requirements in 
Section 36.1A of the Tariff must also be met; and  

i. Deposit. 

i. A deposit shall be submitted to Transmission Provider, as follows: 

(1) Provided that the maximum total deposit amount for a 
Generation Interconnection Request submitted in the first 
four calendar months of the current New Services Queue 
shall not exceed $110,000, a deposit of $10,000 plus $100 
for each MW requested if the Generation Interconnection 
Request is received in the first four calendar months of the 
current New Services Queue; or 

(2) Provided that the maximum total deposit amount for a 
Generation Interconnection Request submitted in the fifth 
calendar month of the current New Services Queue shall 
not exceed $120,000, a deposit of $20,000 plus $150 for 
each MW requested if the Generation Interconnection 
Request is received in the fifth calendar month of the 
current New Services Queue; or  

(3) Provided that the maximum total deposit amount for a 
Generation Interconnection Request submitted in the sixth 
calendar month of the current New Services Queue shall 
not exceed $130,000 a deposit of $30,000 plus $200 for 
each MW requested, if the Generation Interconnection 
Request is received in the sixth calendar month of the 
current New Services Queue. 
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ii. 10% of each total deposit amount is non-refundable.  Any unused 
non-refundable deposit monies shall be returned to the Generation 
Interconnection Customer upon Initial Operation.  However, if, 
before reaching Initial Operation, the Generation Interconnection 
Customer withdraws its Generation Interconnection Request, or the 
Generation Interconnection Request is otherwise deemed rejected 
or terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(1) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices due to 
Transmission Provider, Interconnected Transmission 
Owner(s) and/or third party contractors, as applicable, as a 
result of any failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection Request 
and/or associated Queue Position; and/or 

(2) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(3) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior New Service Requests and/or Generation 
Interconnection Requests by the Interconnection Customer. 

iii. 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, the 
refundable portion of each total deposit amount to cover the 
following: 

(1) The cost of the Queue Position acceptance review; and 

(2) The cost of the deficiency review of the Interconnection 
Customer’s Generation Interconnection Request (to 
determine whether the Generation Interconnection Request 
is valid); and  

(3) The dollar amount of the Interconnection Customer’s cost 
responsibility for the Generation Interconnection 
Feasibility Study; and 

(4) If the Generation Interconnection Request is deemed to be 
modified (pursuant to Section 36.2A of the Tariff), 
rejected, terminated and/or withdrawn during the 
deficiency review and/or deficiency response period (as 
described further below), or during the Feasibility Study 
period, the refundable deposit money shall be applied to 
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cover all of the costs incurred by the Transmission Provider 
up to the point of such Generation Interconnection Request 
being modified, rejected, terminated and/or withdrawn, and 
any remaining refundable deposit monies shall be applied 
to cover: 

(a) The costs of any restudies required as a result of the 
modification (pursuant to Section 36.2A of the 
Tariff), rejection, termination and/or withdrawal of 
such Generation Interconnection Request; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(d) If any refundable deposit monies remain after all 
costs and outstanding monies owed, as described in 
this section, are covered, such remaining refundable 
deposit monies shall be returned to the Generation 
Interconnection Customer in accordance with the 
PJM Manuals.  

iv. Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit monies 
toward: 

(1) The Interconnection Customer’s cost responsibility for any 
other studies conducted for the Generation Interconnection 
Request under Part VI of the Tariff, which shall be applied 
prior to the deposit monies collected for such other studies; 
and/or 

(2) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior Generation Interconnection Requests by the 
Interconnection Customer. 
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v. If any refundable deposit monies remain after the Feasibility Study 
is complete and any outstanding monies owed by the 
Interconnection Customer in connection with outstanding invoices 
related to prior New Service Requests and/or Generation 
Interconnection Requests by the Interconnection Customer have 
been paid, such remaining deposit monies shall be returned to the 
Generation Interconnection Customer. 

vi. The Interconnection Customer must submit the total required 
deposit amount with the Generation Interconnection Request.  If 
the Interconnection Customer fails to submit the total required 
deposit amount with the Generation Interconnection Request, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency review 
stage). 

vii. Deposit monies are non-transferrable.  Under no circumstances 
may refundable or non-refundable deposit monies for a specific 
Interconnection Request or Queue Position be applied in whole or 
in part to a different New Service Request or Interconnection 
Request or Queue Position. 

2. Deficiency Review.  Within five bBusiness dDays of the Interconnection 
Customer submitting a Generation Interconnection Request, Transmission 
Provider shall provide a deficiency review of the Generation Interconnection 
Request to determine whether the Interconnection Customer submitted a valid 
Generation Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of three years, if 
a Generation Interconnection Request meets all requirements set forth 
above the Transmission Provider shall start the deficiency review.  While 
deficiency reviews may commence for Generation Interconnection 
Requests that are submitted without site control evidence that is acceptable 
to the Transmission Provider, such Generation Interconnection Requests 
shall not be assigned a Queue Position until the Transmission Provider 
receives site control evidence that is acceptable to the Transmission 
Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
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additional study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten 
bBusiness dDays of Transmission Provider sending the 
Interconnection Customer notification of such estimated additional 
study costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten bBusiness dDays of 
Transmission Provider sending the Interconnection Customer 
notification of such estimated additional study costs, then the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five bBusiness dDays of receipt of the 
Generation Interconnection Request that such Generation Interconnection 
Request is deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten bBusiness 
dDays to respond to the deficiency notice.  This ten bBusiness 
dDay period is referred to as the deficiency response period. 
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(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five bBusiness dDays to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five bBusiness dDay review and the full ten 
bBusiness dDays of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue.   

4. In accordance with Section 201 of the Tariff, the Transmission Provider shall 
assign Queue Positions as of the date and time of receipt of all information 
required pursuant to Section 36.1.01.  If the information required pursuant to 
Section 36.1.01 is provided to the Transmission Provider in separate submissions, 
the Queue Position shall be assigned based on the date and time of receipt of the 
last required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
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of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Generation Interconnection Requests that identifies: 

i.  the proposed maximum summer and winter megawatt electrical 
output;  

ii.  the location of the generation by county and state;  

iii.  the station or transmission line or lines where the interconnection 
will be made;  

iv.  the facility’s projected date of Initial Operation;  

v.  the status of the Generation Interconnection Request, including its 
Queue Position;  

vi.  the type of Generation Interconnection Service requested;  

vii.  the availability of any studies related to the Interconnection 
Request;  

viii.  the date of the Generation Interconnection Request;  

ix.  the type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and  

x.  for each Generation Interconnection Request that has not resulted 
in a completed interconnection, an explanation of why it was not 
completed.   

b. This list will not disclose the identity of the Generation Interconnection 
Customer, except as otherwise provided in Part IV of the Tariff.  The list 
and the priority of Generation Interconnection Requests shall be included 
on the Transmission Provider’s 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 of a 
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. 
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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 shall submit to the Transmission 
Provider a Transmission Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Transmission Interconnection Request (electronically when available 
to all parties, otherwise written) within five bBusiness dDays after receipt of the request and 
shall attach a copy of the received Transmission Interconnection Request to the Transmission 
Provider’s acknowledgment. 
 

1. Transmission Interconnection Request Requirements.  To be assigned a PJM 
Queue Position pursuant to Section 201, a Transmission Interconnection 
Customer must submit a complete and fully executed Transmission 
Interconnection Feasibility Study Agreement, a form of which is located in the 
Tariff, Attachment S.  To be considered complete at the time of submission, the 
Interconnection Customer’s Transmission Interconnection Feasibility Study 
Agreement must include, at a minimum, each of the following: 

a.  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; and 

b.  a description of the proposed Merchant Transmission Facilities; and 

c.  the nominal capability or increase in capability (in megawatts) of the 
proposed Merchant Transmission Facilities; and 

d.  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; and 

e.  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; and  

i.  Transmission Injection Rights and/or Transmission Withdrawal 
Rights, or  
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ii.  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;  

f.  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; and 

g.  any additional information as may be prescribed by the Transmission 
Provider in the PJM Manuals; and 

h.  Deposit.   

i. A deposit shall be submitted to the Transmission Provider as 
follows: 

(1) Provided that the maximum total deposit amount for a 
Transmission Interconnection Request submitted in the first 
four calendar months of the current New Services Queue 
shall not exceed $110,000, a deposit of $10,000 plus $100 
for each MW requested if the Transmission Interconnection 
Request is received in the first four calendar months of the 
current New Services Queue; or 

(2) Provided that the maximum total deposit amount for a 
Transmission Interconnection Request submitted in the 
fifth calendar month of the current New Services Queue 
shall not exceed $120,000, a deposit of $20,000 plus $150 
for each MW requested if the Transmission Interconnection 
Request is received within the fifth calendar month of the 
current New Services Queue; or 

(3) Provided that the maximum total deposit amount for a 
Transmission Interconnection Request submitted in the 
sixth calendar month of the current New Services Queue 
shall not exceed $130,000, a deposit of $30,000 plus $200 
for each MW requested, if the Transmission 
Interconnection Request is received within the sixth 
calendar month of the current New Services Queue. 

ii. 10% of each total deposit amount is non-refundable.  Any unused 
non-refundable deposit monies shall be returned to the 
Transmission Interconnection Customer upon Initial Operation.  
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However, if, before reaching Initial Operation, the Transmission 
Interconnection Customer withdraws its Transmission 
Interconnection Request, or the Transmission Interconnection 
Request is otherwise deemed rejected or terminated and 
withdrawn, any unused portion of the non-refundable deposit 
monies shall be used to fund: 

(1) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices due to 
Transmission Provider, Interconnected Transmission 
Owner(s) and/or third party contractors, as applicable, as a 
result of any failure of the Interconnection Customer to pay 
actual costs for the Transmission Interconnection Request 
and/or associated Queue Position; and/or 

(2) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Transmission 
Interconnection Request; and/or 

(3) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior New Service Requests and/or Transmission and/or 
Generation Interconnection Requests by the 
Interconnection Customer.  

iii. 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, the 
refundable portion of each total deposit amount to cover the 
following: 

(1) The cost of the Queue Position acceptance review; and 

(2) The cost of the deficiency review of the Interconnection 
Customer’s Transmission Interconnection Request (to 
determine whether the Transmission Interconnection 
Request is valid); and 

(3) The dollar amount of the Interconnection Customer’s cost 
responsibility for the Transmission Interconnection 
Feasibility Study; and 

(4) If the Transmission Interconnection Request is deemed to 
be modified (pursuant to Section 36.2A of the Tariff), 
rejected, terminated and/or withdrawn during the 
deficiency review and/or deficiency response period (as 
described further below), or during the Feasibility Study 
period, the refundable deposit money shall be applied to 
cover all of the costs incurred by the Transmission Provider 
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up to the point of such Transmission Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit monies 
shall be applied to cover: 

(a) The costs of any restudies required as a result of the 
modification, rejection termination and/or 
withdrawal of such Transmission Interconnection 
Request; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Transmission Interconnection 
Request and/or associated Queue Position; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Transmission and/or Generation 
Interconnection Requests by the Interconnection 
Customer. 

(d) If any refundable deposit monies remain after all 
costs and outstanding monies owed, as described in 
this section, are covered, such remaining refundable 
deposit monies shall be returned to the 
Interconnection Customer in accordance with the 
PJM Manuals. 

iv. Upon completion of the Transmission Interconnection Feasibility 
Study, the Transmission Provider shall apply any remaining 
refundable deposit monies toward: 

(1) The Interconnection Customer’s cost responsibility for any 
other studies conducted for the Transmission 
Interconnection Request under Part VI of the Tariff, which 
shall be applied prior to the deposit monies collected for 
such other studies; and/or 

(2) Any outstanding monies owed by the Interconnection 
Customer in connection with outstanding invoices related 
to prior New Service Requests and/or Transmission and/or 
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Generation Interconnection Requests by the 
Interconnection Customer. 

v. If any refundable deposit monies remain after the Feasibility Study 
is complete and any outstanding monies owed by the 
Interconnection Customer in connection with outstanding invoices 
related to prior New Service Requests and/or Transmission and/or 
Generation Interconnection Requests by the Interconnection 
Customer have been paid, such remaining deposit monies shall be 
returned to the Interconnection Customer.  

vi. The Interconnection Customer must submit the total required 
deposit amount with the Transmission Interconnection Request.  If 
the Interconnection Customer fails to submit the total required 
deposit amount with the Transmission Interconnection Request, the 
Transmission Interconnection Request shall be deemed to be 
terminated and withdrawn (i.e., the Transmission Interconnection 
Request shall be terminated prior to reaching the deficiency review 
stage). 

vii. Deposit monies are non-transferrable.  Under no circumstances 
may refundable or non-refundable deposit monies for a specific 
Interconnection Request or Queue Position be applied in whole or 
in part to a different New Service Request or Interconnection 
Request or Queue Position. 

2. Deficiency Review.  Within five bBusiness dDays of the Interconnection 
Customer submitting a Transmission Interconnection Request, the Transmission 
Provider shall provide a deficiency review of the Transmission Interconnection 
Request to determine whether the Interconnection Customer submitted a valid 
Transmission Interconnection Request. 

a. If a Transmission Interconnection Request meets all requirements set forth 
above, the Transmission Provider shall start the deficiency review. 

b. Pursuant to Section 9, Cost Responsibility, of the Transmission 
Interconnection Feasibility Study Agreement (Tariff, Attachment S), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 
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i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Interconnection Request during the 
deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below). 

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Transmission Interconnection Request 
shall be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten 
bBusiness dDays of Transmission Provider sending the 
Interconnection Customer notification of such estimated additional 
study costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten bBusiness dDays of 
Transmission Provider sending the Interconnection Customer 
notification of such estimated additional study costs, then the 
Transmission Interconnection Request shall be deemed to be 
terminated and withdrawn.  

c. If there are deficiencies in the Transmission Interconnection Request for 
any of the requirements set forth above, the Transmission Provider shall 
notify the Interconnection Customer (electronically when available to all 
parties, otherwise written) within five bBusiness dDays of receipt of the 
Transmission Interconnection Request that such Transmission 
Interconnection Request is deficient.  This notification is referred to as a 
deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten bBusiness 
dDays to respond to the deficiency notice.  This ten bBusiness 
dDay period is referred to as the deficiency response period. 

(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or monies that the Transmission Provider’s deficiency 



 

Page 95 

notice identified as being required to constitute a valid 
Transmission Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Transmission Interconnection Request shall be deemed to 
be terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five bBusiness dDays to review the Interconnection 
Customer’s response to the deficiency notice.  If the Transmission 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five bBusiness dDay review and the full ten 
bBusiness dDays of the Interconnection Customer’s deficiency 
response period have expired, the Transmission Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Transmission 
Interconnection Request shall be deemed to be terminated and 
withdrawn.  

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. The Transmission Provider shall assign Queue Positions pursuant to Section 201 
on the date and time of receipt of all the required information set forth in this 
Section 36.1.03.  

5. Deficiencies shall be considered cleared as of the date and time the Transmission 
Provider receives from the Interconnection Customer the last piece of required 
information deemed acceptable by the Transmission Provider to clear such 
deficiency notice.  

6. Adjacent Control Area Stipulation.  If applicable, within 30 calendar days of 
submitting its Transmission Interconnection Request, the Interconnection 
Customer shall provide evidence acceptable to the Transmission Provider that 
Interconnection Customer has submitted a valid interconnection request with the 
adjacent Control Area(s) in which it is interconnecting.  Transmission 
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Interconnection Customer shall maintain its queue position(s) with such adjacent 
Control Area(s) throughout the entire PJM Transmission Interconnection Request 
process for the relevant PJM Transmission Interconnection Request.  If 
Interconnection Customer fails to maintain its queue position(s) with such 
adjacent Control Area(s) throughout the entire PJM Transmission Interconnection 
Request process for the relevant PJM Transmission Interconnection Request, the 
relevant PJM Transmission Interconnection Request shall be deemed to be 
terminated and withdrawn. 

7. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Transmission Interconnection Requests that identifies: 

i.  in megawatts the potential nominal capability or increase in 
capability;  

ii.  the location of the Merchant Transmission Facilities by county and 
state;  

iii.  the station or transmission line or lines where the interconnection 
will be made;  

iv.  the facility’s projected date of Initial Operation;  

v.  the status of the Transmission Interconnection Request, including 
its Queue Position;  

vi.  the availability of any studies related to the Interconnection 
Request;  

vii.  the date of the Transmission Interconnection Request;  

viii.  the type of Merchant Transmission Facilities to be constructed; and  

ix.  for each Transmission Interconnection Request that has not 
resulted in a completed interconnection, an explanation of why it 
was not completed.   

b. 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 Transmission Provider’s website as a part of the New 
Services Queue. 

36.1.03A Transmission Interconnection Customers Requesting Merchant Network  
 Upgrades 
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Notwithstanding Section 36.1.03, an Interconnection Customer that proposes Merchant 
Network Upgrades (including advancing pursuant to Section 220 or accelerating 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 an Upgrade 
Request, with the required information and the required deposit for a System Impact 
Study, as set forth in Attachment EE. 

  
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 in the 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 III.  Capacity Resources also may 
participate in Reliability Pricing Model Auctions and in Ancillary Services markets pursuant to 
theTariff 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 the contingency criteria in the Applicable Standards.  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. 
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36.1.2 No Applicability to Transmission 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 II or Part III.   
 
36.1.3 [Reserved] 
 
36.1.4 [Reserved] 
 
36.1.5 Scoping Meeting: 
 
After a valid Interconnection Request has been established, the 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 
establishing a valid Interconnection Request, Transmission Provider shall offer to arrange, within 
seven bBusiness dDays of establishing such valid Interconnection Request, 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 establishment of a valid Interconnection Request if the valid 
Interconnection Request is established in the first four calendar months of the current New 
Services Queue; or within 30 days if the valid Interconnection Request is established within the 
fifth calendar month of the current New Services Queue; or in 20 days if the valid 
Interconnection Request is established in the sixth 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. 
 
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 
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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 (i) 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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109 Pre-application Process 
 
109.1 Eligibility   
A pre-application report request submitted pursuant to this section will only be furnished to 
prospective Interconnection Customers seeking to interconnect Small Generation Resources or 
increases of 20 MW or less to the capability of existing generation resources which, when 
combined, does not exceed 20 MW in aggregated maximum facility output  
 
109.2 Informal Request 
The Transmission Provider shall designate an employee or office from which information on the 
pre-application process and on the Transmission Provider’s system can be obtained through 
informal requests from a prospective Interconnection Customer presenting a proposed project for 
a specific site.  The name, telephone number and e-mail address of such contact employee or 
office shall be made available on the Transmission Provider’s Internet web site.  Electric system 
information provided to the prospective Interconnection Customer should include relevant 
system studies, interconnection studies, and other materials useful to provide an understanding of 
an interconnection at a particular point on the Transmission Provider’s system, to the extent such 
provision does not violate confidentiality provisions of prior agreements or critical infrastructure 
requirements.  The Transmission Provider shall comply with reasonable requests for such 
information. 
 
109.3  Pre-application Request   
In addition to the information described in section 109.2, which may be provided in response to 
an informal request, a prospective Interconnection Customer may submit a formal written 
request form, which form shall be made available on the Transmission Provider’s Internet web 
site, requesting a pre-application report on a proposed project at a specific site.  The written pre-
application report request from shall include the information in sections 109.3.1 through 109.3.8 
below to clearly and sufficiently identify the location of the proposed Point of Interconnection. 
 
 109.3.1  Project contact information, including name, address, phone number and email 
 address. 
 
 109.3.2  Project location (street address with nearby cross streets and town). 
 
 109.3.3  Meter number, pole number, or other equivalent information identifying   
 proposed Point of Interconnection, if available. 
 
 109.3.4  Generator type (e.g., solar, wind, combined heat and power, etc.). 
 
 109.3.5  Size (alternating current kW). 
 
 109.3.6  Single or three phase generator configuration. 
 
 109.3.7  Stand-alone generator (no onsite load, not including station service –   
 Yes or No?). 
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 109.3.8  Is new service requested?  Yes or No?  If there is existing service, include the 
customer account number, site minimum and maximum current or  proposed electric 
loads in kW (if available) and specify if the load is expected to change. 

 
109.4  Jurisdictional Review 
Within five (5) bBusiness dDays following the receipt of a completed formal written request, 
submitted along with a $300 deposit paid by the prospective Interconnection Customer, the 
Transmission Provider will evaluate whether the proposed project contemplates FERC-
jurisdictional service and/or will be interconnected with FERC-jurisdictional facilities.  If it is 
determined that the proposed project does not contemplate FERC-jurisdictional service and/or 
will not be interconnecting with FERC-jurisdictional facilities, the Transmission Provider will so 
inform the prospective Interconnection Customer and refund the $300 deposit.   
 
109.5 Pre-application Report 
After the Transmission Provider has determined that a proposed project contemplates FERC-
jurisdictional service and/or will be interconnected with FERC-jurisdictional facilities, the 
prospective Interconnection Customer’s $300 deposit paid in conjunction with the jurisdictional 
review noted above, will be utilized to satisfy a $300 non-refundable fee required for the 
Transmission Provider to process a pre-application report.  The Transmission Provider shall 
provide the pre-application data described in section 109.6 below to the Interconnection 
Customer within 20 bBusiness dDays after the completion of the jurisdictional review set forth 
above.  The pre-application report produced by the Transmission Provider is non-binding, does 
not confer any rights, and the Interconnection Customer must still successfully apply to 
interconnect to the Transmission Provider’s system.   
 
109.6  Pre-application Report Data 
Using the information provided in the pre-application report request form in Section 109.3, the 
Transmission Provider will identify the substation/area bus, bank or circuit likely to serve the 
proposed Point of Interconnection.  This selection by the Transmission Provider does not 
necessarily indicate after application of the screens and/or study that this would be the circuit the 
project ultimately connects to.  The Interconnection Customer must request additional pre-
application reports if information about multiple Points of Interconnection is requested.  Subject 
to section 109.7, the pre-application report will include the following information: 
 

109.6.1  Total capacity (in MW) of substation/area bus, bank or circuit based on normal 
or operating ratings likely to serve the proposed Point of Interconnection. 

 
109.6.2  Existing aggregate generation capacity (in MW) interconnected to a 
substation/area bus, bank or circuit (i.e., amount of generation online) likely to serve the 
proposed Point of Interconnection.   

 
109.6.3 Aggregate queued generation capacity (in MW) for a substation/area bus, bank or 
circuit (i.e., amount of generation in the queue) likely to serve the proposed Point of 
Interconnection. 
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109.6.4 Available capacity (in MW) of substation/area bus or bank and circuit likely to 
serve the proposed Point of Interconnection (i.e., total capacity less the sum of existing 
aggregate generation capacity and aggregate queued generation capacity). 
 
109.6.5 Substation nominal distribution voltage and/or transmission nominal voltage if 
applicable. 
 
109.6.6 Nominal distribution circuit voltage at the proposed Point of Interconnection. 
 
109.6.7 Approximate circuit distance between the proposed Point of Interconnection and 
the substation. 

 
109.6.8 Relevant line section(s) actual or estimated peak load and minimum load data, 
including daytime minimum load as described in section 112A.5.3.1 below and absolute 
minimum load, when available. 
 
109.6.9 Number and rating of protective devices and number and type (standard, bi-
directional) of voltage regulating devices between the proposed Point of Interconnection 
and the substation/area. Identify whether the substation has a load tap changer. 
 
109.6.10 Number of phases available at the proposed Point of Interconnection. If a single 
phase, distance from the three-phase circuit. 
 
109.6.11 Limiting conductor ratings from the proposed Point of Interconnection to the 
distribution substation. 
 
109.6.12 Whether the Point of Interconnection is located on a spot network, grid network, 
or radial supply. 
 
109.6.13 Based on the proposed Point of Interconnection, existing or known constraints 
such as, but not limited to, electrical dependencies at that location, short circuit 
interrupting capacity issues, power quality or stability issues on the circuit, capacity 
constraints, or secondary networks. 
 

109.7  Pre-application Report Limitations 
The pre-application report need only include existing data.  A pre-application report request does 
not obligate the Transmission Provider to conduct a study or other analysis of the proposed 
generator in the event that data is not readily available.  If the Transmission Provider cannot 
complete all or some of a pre-application report due to lack of available data, the Transmission 
Provider shall provide the Interconnection Customer with a pre-application report that includes 
that data that is available.  The provision of information on “available capacity” pursuant to 
section 109.6.4 does not imply that an interconnection up to this level may be completed without 
impacts since there are many variables studied as part of the interconnection review process, and 
data provided in the pre-application report may become outdated at the time of the submission of 
the complete Interconnection Request.  Notwithstanding any of the provisions of this section, the 
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Transmission Provider shall, in good faith, include data in the pre-application report that 
represents the best available information at the time of reporting. 
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110.1 Application 
 
A Generation Interconnection Customer desiring the interconnection of a new Generation 
Capacity Resource of 20 MW or less or the increase in capacity by 20 MW or less of an Existing 
Generation Capacity Resource, must submit to the Transmission Provider a Generation 
Interconnection Request.  The Transmission Provider shall acknowledge receipt of the 
Generation Interconnection Request (electronically when available to all parties, otherwise 
written) within five bBusiness dDays after receipt of the request and shall attach a copy of the 
received Generation Interconnection Request to the Transmission Provider’s acknowledgment. 
 

1. Generation Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, a 
Generation Interconnection Customer must submit a complete and fully 
executed Generation Interconnection Feasibility Study Agreement, a form 
of which is located in the Tariff, Attachment N.  To be considered 
complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at 
a minimum, each of the following: 

i.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., 
street address, global positioning coordinates) and attach a map in 
PDF format depicting the property boundaries and the location of 
the generating unit site); and 

ii.  evidence of an ownership interest in, or right to acquire or control 
the generating unit site for a minimum of two years, such as a 
deed, option agreement, lease, or other similar document 
acceptable to the Transmission Provider; and 

iii.  the MW size of the proposed generating unit or the amount of 
increase in MW capability of an existing generating unit, and 
identification of any MW portion of the facility’s capability that 
will be a Capacity Resource; and 

iv. identification of the fuel type of the proposed generating unit or 
upgrade thereto; and 

v.  a description of the equipment configuration, and a set of 
preliminary electrical design specifications, and, if the generating 
unit is a wind generation facility, then the set of preliminary 
electrical design specifications must depict the wind plant as a 
single equivalent generator; and 

vi.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where 
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such date is to be no more than seven years from the date that a 
complete and fully executed Generation Interconnection Feasibility 
Study Agreement is received by the Transmission Provider unless 
the Interconnection Customer demonstrates that engineering, 
permitting, and construction of the generating unit or increase in 
capability will take more than seven years; and  

vii.  any additional information as may be prescribed by the 
Transmission Provider in the PJM Manuals; and 

viii. If Behind the Meter Generation is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the 
requirements in Section 36.1A of the Tariff must also be met; and 

ix.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $10,000 if the Generation 
Interconnection Request is received in the first four 
calendar months of the current New Services 
Queue; or 

(b) A deposit of $12,000 if the Generation 
Interconnection Request is received in the fifth 
calendar month of the current New Services Queue; 
or  

(c) A deposit of $15,000 if the Generation 
Interconnection Request is received in the sixth 
calendar month of the current New Services Queue. 

(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Generation Interconnection Customer upon Initial 
Operation.  However, if, before reaching Initial Operation, 
the Generation Interconnection Customer withdraws its 
Generation Interconnection Request, or the Generation 
Interconnection Request is otherwise deemed rejected or 
terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
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failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the Queue Position acceptance review; 
and 

(b) The cost of the deficiency review of the 
Interconnection Customer’s Generation 
Interconnection Request (to determine whether the 
Generation Interconnection Request is valid); and  

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the Generation 
Interconnection Feasibility Study; and 

(d) If the Generation Interconnection Request is 
deemed to be modified (pursuant to Section 36.2A 
of the Tariff), rejected, terminated and/or withdrawn 
during the deficiency review and/or deficiency 
response period, as described further below, or 
during the Feasibility Study period, the refundable 
deposit money shall be applied to cover all of the 
costs incurred by the Transmission Provider up to 
the point of such Generation Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit 
monies shall be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
Section 36.2A of the Tariff), rejection, 
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termination and/or withdrawal of such 
Generation Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Generation 
Interconnection Request and/or associated 
Queue Position; and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Generation 
Interconnection Customer in accordance 
with the PJM Manuals.  

(4) Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit 
monies toward: 

(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the Generation 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(5) If any refundable deposit monies remain after the 
Feasibility Study is complete and any outstanding monies 
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owed by the Interconnection Customer in connection with 
outstanding invoices related to prior New Service Requests 
and/or Generation Interconnection Requests by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Generation 
Interconnection Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Generation 
Interconnection Request.  If the Interconnection Customer 
fails to submit the total required deposit amount with the 
Generation Interconnection Request, the Generation 
Interconnection Request shall be deemed to be terminated 
and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency 
review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue 
Position. 

2. Deficiency Review.  Within five bBusiness dDays of the Interconnection 
Customer submitting a Generation Interconnection Request, Transmission 
Provider shall provide a deficiency review of the Generation Interconnection 
Request to determine whether the Interconnection Customer submitted a valid 
Generation Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of two years, if a 
Generation Interconnection Request meets all requirements set forth above 
the Transmission Provider shall start the deficiency review.  
Interconnection Customers that fail to provide site control evidence while 
their requests are available for deficiency review shall not be assigned a 
Queue Position until the Transmission Provider receives site control 
evidence that is acceptable to the Transmission Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
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Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten 
bBusiness dDays of Transmission Provider sending the 
Interconnection Customer notification of such estimated additional 
study costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten bBusiness dDays of 
Transmission Provider sending the Interconnection Customer 
notification of such estimated additional study costs, then the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five bBusiness dDays of receipt of the 
Generation Interconnection Request that such Generation Interconnection 
Request is deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten bBusiness 
dDays to respond to the deficiency notice.  This ten bBusiness 
dDay period is referred to as the deficiency response period. 
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(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five bBusiness dDays to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five bBusiness dDay review and the full ten 
bBusiness dDays of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 110.1.  If the information required pursuant to Section 110.1 
is provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
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of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Generation Interconnection Requests that identifies: 

i. The proposed maximum summer and winter megawatt electrical 
output; 

ii. The location of the generation by county and state; 

iii. The station or transmission line or lines where the interconnection 
will be made; 

iv. The facility’s projected date of Initial Operation; 

v. The status of the Generation Interconnection Request, including its 
Queue Position; 

vi. The type of Generation Interconnection Service requested; 

vii. The availability of any studies related to the Interconnection 
Request; 

viii. The date of the Generation Interconnection Request; 

ix. The type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and 

x. For each Generation Interconnection Request that has not resulted 
in a completed interconnection, an explanation of why it was not 
completed. 

b. This list shall not disclose the identity of the Generation Interconnection 
Customer, except as otherwise provided in Part IV of the Tariff.  The list 
and the priority of Generation Interconnection Requests shall be included 
on the Transmission Provider’s website as part of the New Services 
Queue. 

7. Small Generation Project Evaluation.  Small Generation projects are to be 
evaluated against criteria which follow.  In order to complete the evaluation of the 
proposed project, it shall be necessary to complete a scoping meeting between the 
Interconnection Customer, Transmission Owner(s) and the Transmission 
Provider.  The Interconnection Customer must identify the Point of 
Interconnection to be utilized in evaluation of the proposed project no later than 
the close of business on the next bBusiness dDay following the day on which the 
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scoping meeting is held.  If the project meets all portions of the following criteria, 
the project is eligible to enter the Alternate Queue Process discussed in Section 
112C.  Failure to meet any one of the following criteria shall result in the projects 
inclusion in normal Feasibility, Impact, and Facilities studies, as required and 
discussed beginning in Section 110.2.  Criteria for inclusion in the Alternate 
Queue Process is as follows; (i) project cannot be connected to a PJM monitored 
transmission facility as defined in PJM Manual M-03, (ii) project cannot be an 
uprate or addition to an existing facility, (iii) project distribution factor for any 
PJM monitored transmission facility may not exceed 5% as evaluated against the 
case chosen to model the New Services Queue associated with the timing of the 
receipt of the Interconnection Request and the MW impact of the project cannot 
be greater than 1% of the element rating, (iv) project may not connect to the same 
Point of Interconnection as any other project, and (v) aggregate impact of all 
projects connecting on any individual radial connection to a PJM monitored 
transmission facility shall not exceed 1% of line rating. 
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111.1 Application 
 
The Interconnection Customer desiring the interconnection of a  Small Generation Resource 
greater than 2 MW or the increase in capability, by 20 MW or less but greater than 2 MW 
(synchronous) or 5 MW (inverter-based) of an existing resource, must submit to the 
Transmission Provider a Generation Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Generation Interconnection Request (electronically when available to 
all parties, otherwise written) within five bBusiness dDays after receipt of the request and shall 
attach a copy of the received Generation Interconnection Request to the Transmission Provider’s 
acknowledgment. 
 

1. Generation Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, a 
Generation Interconnection Customer must submit a complete and fully 
executed Generation Interconnection Feasibility Study Agreement, a form 
of which is located in the Tariff, Attachment N.  To be considered 
complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at 
a minimum, each of the following: 

i.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., 
street address, global positioning coordinates) and attach a map in 
PDF format depicting the property boundaries and the location of 
the generating unit site); and 

ii.  evidence of an ownership interest in, or right to acquire or control 
the generating unit site for a minimum of two years, such as a 
deed, option agreement, lease, or other similar document 
acceptable to the Transmission Provider; and 

iii.  the MW size of the proposed generating unit or the amount of 
increase in MW capability of an existing generating unit, and 
identification of any MW portion of the facility’s capability that 
will be a Capacity Resource; and 

iv. identification of the fuel type of the proposed generating unit or 
upgrade thereto; and 

v.  a description of the equipment configuration, and a set of 
preliminary electrical design specifications, and, if the generating 
unit is a wind generation facility, then the set of preliminary 
electrical design specifications must depict the wind plant as a 
single equivalent generator; and 
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vi.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where 
such date is to be no more than seven years from the date that a 
complete and fully executed Generation Interconnection Feasibility 
Study Agreement is received by the Transmission Provider unless 
the Interconnection Customer demonstrates that engineering, 
permitting, and construction of the generating unit or increase in 
capability will take more than seven years; and  

vii.  any additional information as may be prescribed by the 
Transmission Provider in the PJM Manuals; and 

viii. If Behind the Meter Generation is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the 
requirements in Section 36.1A of the Tariff must also be met; and 

ix.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $10,000 if the Generation 
Interconnection Request is received in the first four 
calendar months of the current New Services 
Queue; or 

(b) A deposit of $12,000 if the Generation 
Interconnection Request is received in the fifth 
calendar month of the current New Services Queue; 
or  

(c) A deposit of $15,000 if the Generation 
Interconnection Request is received in the sixth 
calendar month of the current New Services Queue. 

(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Generation Interconnection Customer upon Initial 
Operation.  However, if, before reaching Initial Operation, 
the Generation Interconnection Customer withdraws its 
Generation Interconnection Request, or the Generation 
Interconnection Request is otherwise deemed rejected or 
terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
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Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the Queue Position acceptance review; 
and 

(b) The cost of the deficiency review of the 
Interconnection Customer’s Generation 
Interconnection Request (to determine whether the 
Generation Interconnection Request is valid); and  

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the Generation 
Interconnection Feasibility Study; and 

(d) If the Generation Interconnection Request is 
deemed to be modified (pursuant to Section 36.2A 
of the Tariff), rejected, terminated and/or withdrawn 
during the deficiency review and/or deficiency 
response period, as described further below, or 
during the Feasibility Study period, the refundable 
deposit money shall be applied to cover all of the 
costs incurred by the Transmission Provider up to 
the point of such Generation Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit 
monies shall be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
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Section 36.2A of the Tariff), rejection, 
termination and/or withdrawal of such 
Generation Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Generation 
Interconnection Request and/or associated 
Queue Position; and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Generation 
Interconnection Customer in accordance 
with the PJM Manuals.  

(4) Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit 
monies toward: 

(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the Generation 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 
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(5) If any refundable deposit monies remain after the 
Feasibility Study is complete and any outstanding monies 
owed by the Interconnection Customer in connection with 
outstanding invoices related to prior New Service Requests 
and/or Generation Interconnection Requests by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Generation 
Interconnection Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Generation 
Interconnection Request.  If the Interconnection Customer 
fails to submit the total required deposit amount with the 
Generation Interconnection Request, the Generation 
Interconnection Request shall be deemed to be terminated 
and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency 
review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue 
Position. 

2. Deficiency Review.  Within five bBusiness dDays of the Interconnection 
Customer submitting a Generation Interconnection Request, Transmission 
Provider shall provide a deficiency review of the Generation Interconnection 
Request to determine whether the Interconnection Customer submitted a valid 
Generation Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of two years, if a 
Generation Interconnection Request meets all requirements set forth above 
the Transmission Provider shall start the deficiency review.  
Interconnection Customers that fail to provide site control evidence while 
their requests are available for deficiency review shall not be assigned a 
Queue Position until the Transmission Provider receives site control 
evidence that is acceptable to the Transmission Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
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binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten 
bBusiness dDays of Transmission Provider sending the 
Interconnection Customer notification of such estimated additional 
study costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten bBusiness dDays of 
Transmission Provider sending the Interconnection Customer 
notification of such estimated additional study costs, then the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five bBusiness dDays of receipt of the 
Generation Interconnection Request that such Generation Interconnection 
Request is deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 
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ii. The Interconnection Customer shall be provided ten bBusiness 
dDays to respond to the deficiency notice.  This ten bBusiness 
dDay period is referred to as the deficiency response period. 

(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five bBusiness dDays to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five bBusiness dDay review and the full ten 
bBusiness dDays of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 111.1.  If the information required pursuant to Section 111.1 
is provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 
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5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Generation Interconnection Requests that identifies: 

i. The proposed maximum summer and winter megawatt electrical 
output; 

ii. The location of the generation by county and state; 

iii. The station or transmission line or lines where the interconnection 
will be made; 

iv. The facility’s projected date of Initial Operation; 

v. The status of the Generation Interconnection Request, including its 
Queue Position; 

vi. The type of Generation Interconnection Service requested; 

vii. The availability of any studies related to the Interconnection 
Request; 

viii. The date of the Generation Interconnection Request; 

ix. The type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and 

x. For each Generation Interconnection Request that has not resulted 
in a completed interconnection, an explanation of why it was not 
completed. 

b. This list shall not disclose the identity of the Generation Interconnection 
Customer, except as otherwise provided in Part IV of the Tariff.  The list 
and the priority of Generation Interconnection Requests shall be included 
on the Transmission Provider’s website as part of the New Services 
Queue. 

7. Small Generation Project Evaluation.  Small Generation projects are to be 
evaluated against criteria which follow.  In order to complete the evaluation of the 
proposed project, it shall be necessary to complete a scoping meeting between the 
Interconnection Customer, Transmission Owner(s) and the Transmission 
Provider.  The Interconnection Customer must identify the Point of 
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Interconnection to be utilized in evaluation of the proposed project no later than 
the close of business on the next bBusiness dDay following the day on which the 
scoping meeting is held.  If the project meets all portions of the following criteria, 
the project is eligible to enter the Alternate Queue Process discussed in Section 
112C.  Failure to meet any one of the following criteria shall result in the projects 
inclusion in normal Feasibility, Impact, and Facilities studies, as required and 
discussed beginning in Section 111.2.  Criteria for inclusion in the Alternate 
Queue Process is as follows; (i) project cannot be connected to the a PJM 
monitored transmission facility as defined in PJM Manual M-03, (ii) project 
cannot be an uprate or addition to an existing facility, (iii) project distribution 
factor for any PJM monitored transmission facility may not exceed 5% as 
evaluated against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW impact 
of the project cannot be greater than 1% of the element rating, (iv) project may 
not connect to the same Point of Interconnection as any other project, and (v) 
aggregate impact of all projects connecting on any individual radial connection to 
a PJM monitored transmission facility shall not exceed 1% of line rating. 
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112.1 Application 
 
The Generation Interconnection Customer desiring the interconnection of a temporary Energy 
Resource of 20 MW or less but greater than 2 MW (synchronous) or 5 MW (inverter-based) 
must submit to the Transmission Provider a Generation Interconnection Request.  The 
Transmission Provider shall acknowledge receipt of the Generation Interconnection Request 
(electronically when available to all parties, otherwise written) within five bBusiness dDays after 
receipt of the request and shall attach a copy of the received Generation Interconnection Request 
to the Transmission Provider’s acknowledgment. 
 

1. Generation Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, a 
Generation Interconnection Customer must submit a complete and fully 
executed Generation Interconnection Feasibility Study Agreement, a form 
of which is located in the Tariff, Attachment N.  To be considered 
complete at the time of submission, the Interconnection Customer’s 
Generation Interconnection Feasibility Study Agreement must include, at 
a minimum, each of the following: 

i.  specification of the location of the proposed generating unit site or 
existing generating unit (include both a written description (e.g., 
street address, global positioning coordinates) and attach a map in 
PDF format depicting the property boundaries and the location of 
the generating unit site); and 

ii.  evidence of an ownership interest in, or right to acquire or control 
the generating unit site for a minimum of two years, such as a 
deed, option agreement, lease, or other similar document 
acceptable to the Transmission Provider; and 

iii.  the MW size of the proposed generating unit or the amount of 
increase in MW capability of an existing generating unit, and 
identification of any MW portion of the facility’s capability that 
will be a Capacity Resource; and 

iv. identification of the fuel type of the proposed generating unit or 
upgrade thereto; and 

v.  a description of the equipment configuration, and a set of 
preliminary electrical design specifications, and, if the generating 
unit is a wind generation facility, then the set of preliminary 
electrical design specifications must depict the wind plant as a 
single equivalent generator; and 

vi.  the planned date the proposed generating unit or increase in MW 
capability of an existing generating unit will be in service, where 
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such date is to be no more than seven years from the date that a 
complete and fully executed Generation Interconnection Feasibility 
Study Agreement is received by the Transmission Provider unless 
the Interconnection Customer demonstrates that engineering, 
permitting, and construction of the generating unit or increase in 
capability will take more than seven years; and  

vii.  any additional information as may be prescribed by the 
Transmission Provider in the PJM Manuals; and 

viii. If Behind the Meter Generation  is identified in the Generation 
Interconnection Feasibility Study Agreement, all of the 
requirements in Section 36.1A of the Tariff must also be met; and 

ix.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $10,000 if the Generation 
Interconnection Request is received in the first four 
calendar months of the current New Services 
Queue; or 

(b) A deposit of $12,000 if the Generation 
Interconnection Request is received in the fifth 
calendar month of the current New Services Queue; 
or  

(c) A deposit of $15,000 if the Generation 
Interconnection Request is received in the sixth 
calendar month of the current New Services Queue. 

(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Generation Interconnection Customer upon Initial 
Operation.  However, if, before reaching Initial Operation, 
the Generation Interconnection Customer withdraws its 
Generation Interconnection Request, or the Generation 
Interconnection Request is otherwise deemed rejected or 
terminated and withdrawn, any unused portion of the non-
refundable deposit monies shall be used to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
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failure of the Interconnection Customer to pay 
actual costs for the Generation Interconnection 
Request and/or associated Queue Position; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such Generation 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the Queue Position acceptance review; 
and 

(b) The cost of the deficiency review of the 
Interconnection Customer’s Generation 
Interconnection Request (to determine whether the 
Generation Interconnection Request is valid); and  

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the Generation 
Interconnection Feasibility Study; and 

(d) If the Generation Interconnection Request is 
deemed to be modified (pursuant to Section 36.2A 
of the Tariff), rejected, terminated and/or withdrawn 
during the deficiency review and/or deficiency 
response period, as described further below, or 
during the Feasibility Study period, the refundable 
deposit money shall be applied to cover all of the 
costs incurred by the Transmission Provider up to 
the point of such Generation Interconnection 
Request being modified, rejected, terminated and/or 
withdrawn, and any remaining refundable deposit 
monies shall be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
Section 36.2A of the Tariff), rejection, 
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termination and/or withdrawal of such 
Generation Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Generation 
Interconnection Request and/or associated 
Queue Position; and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Generation 
Interconnection Customer in accordance 
with the PJM Manuals.  

(4) Upon completion of the Feasibility Study, the Transmission 
Provider shall apply any remaining refundable deposit 
monies toward: 

(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the Generation 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests by the Interconnection Customer. 

(5) If any refundable deposit monies remain after the 
Feasibility Study is complete and any outstanding monies 
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owed by the Interconnection Customer in connection with 
outstanding invoices related to prior New Service Requests 
and/or Generation Interconnection Requests by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Generation 
Interconnection Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Generation 
Interconnection Request.  If the Interconnection Customer 
fails to submit the total required deposit amount with the 
Generation Interconnection Request, the Generation 
Interconnection Request shall be deemed to be terminated 
and withdrawn (i.e., the Generation Interconnection 
Request shall be terminated prior to reaching the deficiency 
review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue 
Position. 

2. Deficiency Review.  Within five bBusiness dDays of the Interconnection 
Customer submitting a Generation Interconnection Request, Transmission 
Provider shall provide a deficiency review of the Generation Interconnection 
Request to determine whether the Interconnection Customer submitted a valid 
Generation Interconnection Request.  

a. With the exception of evidence of an ownership interest in, or right to 
acquire or control the generating unit site for a minimum of two years, if a 
Generation Interconnection Request meets all requirements set forth above 
the Transmission Provider shall start the deficiency review.  
Interconnection Customers that fail to provide site control evidence while 
their requests are available for deficiency review shall not be assigned a 
Queue Position until the Transmission Provider receives site control 
evidence that is acceptable to the Transmission Provider. 

b. Pursuant to Section 9, Cost Responsibility, of the Generation 
Interconnection Feasibility Study Agreement (Tariff, Attachment N), if the 
Transmission Provider anticipates that the actual study costs will exceed 
the refundable portion of the required deposit, the Transmission Provider 
shall provide the Interconnection Customer with an estimate of the 
additional study costs.  The estimated additional study costs are non-
binding, and additional actual study costs may exceed the estimated 
additional study cost increases provided by the Transmission Provider.  
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Regardless of whether the Transmission Provider provides the 
Interconnection Customer with estimated additional study costs, the 
Interconnection Customer is responsible for and must pay all actual study 
costs. 

i. If the Transmission Provider sends the Interconnection Customer 
notification of estimated additional study costs during the 
deficiency review period (as described below), then the 
Interconnection Customer must either: 

(1) Withdraw the Generation Interconnection Request during 
the deficiency response period (as described below); or 

(2) Pay all estimated additional study costs prior to the 
expiration of the deficiency response period (as described 
below).   

(3) If the Interconnection Customer fails to complete either (1) 
or (2) above, the Generation Interconnection Request shall 
be deemed to be terminated and withdrawn. 

ii. If at any time after the deficiency review period the Transmission 
Provider provides the Interconnection Customer with notification 
of estimated additional study costs, the Interconnection Customer 
must pay such estimated additional study costs within ten 
bBusiness dDays of Transmission Provider sending the 
Interconnection Customer notification of such estimated additional 
study costs.  If the Interconnection Customer fails to pay such 
estimated additional study costs within ten bBusiness dDays of 
Transmission Provider sending the Interconnection Customer 
notification of such estimated additional study costs, then the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

c. If there are deficiencies in the Generation Interconnection Request for any 
of the requirements set forth above, the Transmission Provider shall notify 
the Interconnection Customer (electronically when available to all parties, 
otherwise written) within five bBusiness dDays of receipt of the 
Generation Interconnection Request that such Generation Interconnection 
Request is deficient.  This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten bBusiness 
dDays to respond to the deficiency notice.  This ten bBusiness 
dDay period is referred to as the deficiency response period. 
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(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence (such as generation site control) and/or 
monies that the Transmission Provider’s deficiency notice 
identified as being required to constitute a valid Generation 
Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Generation Interconnection Request shall be deemed to be 
terminated and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five bBusiness dDays to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five bBusiness dDay review and the full ten 
bBusiness dDays of the Interconnection Customer’s deficiency 
response period have expired, the Generation Interconnection 
Request shall be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 

3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
Queue. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 112.1.  If the information required pursuant to Section 112.1 
is provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
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of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Because temporary Energy Resources are not granted any long term rights with 
respect to the transmission system, such requests shall not be identified in the 
New Services Queue on the PJM website.  A separate queue of such requests shall 
be maintained in order to facilitate processing. 

7. Small Generation Project Evaluation.  Small Generation projects are to be 
evaluated against criteria which follow.  In order to complete the evaluation of the 
proposed project it shall be necessary to complete a scoping meeting between the 
Interconnection Customer, Transmission Owner(s) and the Transmission 
Provider.  The Interconnection Customer must identify the Point of 
Interconnection to be utilized in evaluation of the proposed project no later than 
the close of business on the next bBusiness dDay following the day on which the 
scoping meeting is held.  If the project meets all portions of the following criteria, 
the project is eligible to enter the Alternate Queue Process discussed in Section 
112C.  Failure to meet any one of the following criteria shall result in the projects 
inclusion in normal Feasibility, Impact, and Facilities studies, as required and 
discussed beginning in Section 112.2.  Criteria for inclusion in the Alternate 
Queue Process is as follows; (i) project cannot be connected to the a PJM 
monitored transmission facility as defined in PJM Manual M-03, (ii) project 
cannot be an uprate or addition to an existing facility, (iii) project distribution 
factor for any PJM monitored transmission facility may not exceed 5% as 
evaluated against the case chosen to model the New Services Queue associated 
with the timing of the receipt of the Interconnection Request and the MW impact 
of the project cannot be greater than 1% of the element rating, (iv) project may 
not connect to the same Point of Interconnection as any other project, and (v) 
aggregate impact of all projects connecting on any individual radial connection to 
a PJM monitored transmission facility shall not exceed 1% of line rating. 
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112A.1   Application 
 
The Interconnection Customer desiring the interconnection of a new permanent or temporary 
Energy Resource of 2 MW or less (synchronous) or 5 MW or less (inverter-based) must submit 
to the Transmission Provider an Interconnection Request.  The Transmission Provider shall 
acknowledge receipt of the Interconnection Request (electronically when available to all parties, 
otherwise written) within five bBusiness dDays after receipt of the request and shall attach a 
copy of the received Interconnection Request to the Transmission Provider’s acknowledgment. 
 

1. Interconnection Request Requirements. 

a. To be assigned a PJM Queue Position pursuant to Section 201, an 
Interconnection Customer must submit a complete and fully executed 
Form of Screens Process Interconnection Request (For Generation 
Facilities of 2 MW or Less Synchronous 5 MW or Less Inverter-Based), a 
form of which is located in the Tariff, Attachment Y.  To be considered 
complete at the time of submission, the Interconnection Customer’s Form 
of Screens Process Interconnection Request (For Generation Facilities of 2 
MW or Less Synchronous 5 MW or Less Inverter-Based) must include, at 
a minimum, each of the following: 

i.  Interconnection Customer Information; and 

ii.  Energy Resource Information; and 

iii.  Energy Resource Characteristic Data; and 

iv. Interconnection Facilities Information; and  

v.  Diagrams and Site Control; and 

vi.  Deposit. 

(1) A deposit shall be submitted to Transmission Provider, as 
follows: 

(a) A deposit of $2,000 if the Interconnection Request 
is received in the first four calendar months of the 
current New Services Queue; or 

(b) A deposit of $3,000 if the Interconnection Request 
is received in the fifth calendar month of the current 
New Services Queue; or  

(c) A deposit of $5,000 if the Interconnection Request 
is received in the sixth calendar month of the 
current New Services Queue. 
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(2) 10% of each total deposit amount is non-refundable.  Any 
unused non-refundable deposit monies shall be returned to 
the Interconnection Customer upon Initial Operation.  
However, if, before reaching Initial Operation, the 
Interconnection Customer withdraws its Interconnection 
Request, or the Interconnection Request is otherwise 
deemed rejected or terminated and withdrawn, any unused 
portion of the non-refundable deposit monies shall be used 
to fund: 

(a) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third 
party contractors, as applicable, as a result of any 
failure of the Interconnection Customer to pay 
actual costs for the Interconnection Request and/or 
associated Queue Position or Alternate Queue 
Process; and/or 

(b) Any restudies required as a result of the rejection, 
termination and/or withdrawal of such 
Interconnection Request; and/or 

(c) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests and/or Queue Positions or Alternate 
Queue Process by the Interconnection Customer. 

(3) 90% of each total deposit amount is refundable, and the 
Transmission Provider shall utilize, in no particular order, 
the refundable portion of each total deposit amount to cover 
the following: 

(a) The cost of the screens evaluation and/or 
supplemental screens evaluations; and 

(b) The cost of Alternate Queue Process studies; and 

(c) The dollar amount of the Interconnection 
Customer’s cost responsibility for the 
Interconnection Feasibility Study; and 

(d) If the Interconnection Request is deemed to be 
modified (pursuant to Section 36.2A of the Tariff), 
rejected, terminated and/or withdrawn during the 
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deficiency review and/or deficiency response 
period, as described further below, or during the 
screens evaluation period, the refundable deposit 
money shall be applied to cover all of the costs 
incurred by the Transmission Provider up to the 
point of such Interconnection Request being 
modified, rejected, terminated and/or withdrawn, 
and any remaining refundable deposit monies shall 
be applied to cover: 

(i) The costs of any restudies required as a 
result of the modification (pursuant to 
Section 36.2A of the Tariff), rejection, 
termination and/or withdrawal of such 
Interconnection Request; and/or 

(ii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices due to 
Transmission Provider, Interconnected 
Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any 
failure of the Interconnection Customer to 
pay actual costs for the Interconnection 
Request and/or associated Queue Position; 
and/or 

(iii) Any outstanding monies owed by the 
Interconnection Customer in connection 
with outstanding invoices related to prior 
New Service Requests and/or Generation 
Interconnection Requests and/or Queue 
Positions or Alternate Queue Process by the 
Interconnection Customer. 

(iv) If any refundable deposit monies remain 
after all costs and outstanding monies owed, 
as described in this section, are covered, 
such remaining refundable deposit monies 
shall be returned to the Interconnection 
Customer in accordance with the PJM 
Manuals.  

(4) Upon completion of the screens evaluations and/or 
Alternate Queue Process studies, the Transmission Provider 
shall apply any remaining refundable deposit monies 
toward: 
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(a) The Interconnection Customer’s cost responsibility 
for any other studies conducted for the 
Interconnection Request under Part VI of the Tariff, 
which shall be applied prior to the deposit monies 
collected for such other studies; and/or 

(b) Any outstanding monies owed by the 
Interconnection Customer in connection with 
outstanding invoices related to prior New Service 
Requests and/or Generation Interconnection 
Requests and/or Queue Positions or Alternate 
Queue Process by the Interconnection Customer. 

(5) If any refundable deposit monies remain after the screens 
evaluations and/or Alternate Queue Process studies are 
complete and any outstanding monies owed by the 
Interconnection Customer in connection with outstanding 
invoices related to prior New Service Requests and/or 
Generation Interconnection Requests and/or Queue 
Positions or Alternate Queue Process by the 
Interconnection Customer have been paid, such remaining 
deposit monies shall be returned to the Interconnection 
Customer. 

(6) The Interconnection Customer must submit the total 
required deposit amount with the Interconnection Request.  
If the Interconnection Customer fails to submit the total 
required deposit amount with the Interconnection Request, 
the Interconnection Request shall be deemed to be 
terminated and withdrawn (i.e., the Interconnection 
Request shall be terminated prior to reaching the screens 
evaluations and/or deficiency review stage). 

(7) Deposit monies are non-transferrable.  Under no 
circumstances may refundable or non-refundable deposit 
monies for a specific Interconnection Request or Queue 
Position or Alternate Queue Position be applied in whole or 
in part to a different New Service Request or 
Interconnection Request or Queue Position or Alternate 
Queue Position. 

2. Deficiency Review.  Within five bBusiness dDays of the Interconnection 
Customer submitting an Interconnection Request, the Transmission Provider shall 
provide a deficiency review of the Interconnection Request to determine whether 
the Interconnection Customer submitted a valid Interconnection Request. 
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a. If an Interconnection Request meets all of the requirements set forth 
above, the Transmission Provider shall start the deficiency review. 

b. If there are deficiencies in the Interconnection Request for any of the 
requirements set forth above, the Transmission Provider shall notify the 
Interconnection Customer (electronically when available to all parties, 
otherwise written) within five bBusiness dDays of receipt of the 
Interconnection Request that such Interconnection Request is deficient.  
This notification is referred to as a deficiency notice. 

i. The deficiency notice shall clearly set forth the basis upon which 
the deficiency determination was made. 

ii. The Interconnection Customer shall be provided ten bBusiness 
dDays to respond to the deficiency notice.  This ten bBusiness 
dDay period is referred to as the deficiency response period. 

(1) Within the deficiency response period, the Interconnection 
Customer shall provide, in full, the additional information 
and/or evidence and/or monies that the Transmission 
Provider’s deficiency notice identified as being required to 
constitute a valid Interconnection Request. 

(2) If the Interconnection Customer fails to clear within the 
deficiency response period all deficiencies identified by the 
Transmission Provider in the deficiency notice, the 
Interconnection Request shall be deemed to be terminated 
and withdrawn. 

iii. Without regard to the timing of the Interconnection Customer’s 
deficiency response period, the Transmission Provider shall have 
an additional five bBusiness dDays to review each Interconnection 
Customer’s response to the deficiency notice.  If the Generation 
Interconnection Request is still deficient after the Transmission 
Provider’s additional five bBusiness dDay review and the full ten b 
Business dDays of the Interconnection Customer’s deficiency 
response period have expired, the Interconnection Requests shall 
be deemed to be terminated and withdrawn. 

iv. If the Interconnection Customer fails to respond in full to the 
Transmission Provider’s deficiency notice (including failing to 
provide all of the additional required information, evidence and/or 
make payments on any outstanding invoices required by the 
Transmission Provider’s deficiency notice), the Generation 
Interconnection Request shall be deemed to be terminated and 
withdrawn. 
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3. Any Queue Position for which an Interconnection Customer has not cleared the 
deficiencies before the close of the relevant New Services Queue shall be deemed 
to be terminated and withdrawn, even if the deficiency response period for such 
Queue Position does not expire until after the close of the relevant New Services 
assigned. 

4. In accordance with Section 201 of the Tariff, Transmission Provider shall assign 
Queue Positions as of the date and time of receipt of all information required 
pursuant to Section 112A.  If the information required pursuant to Section 112A is 
provided to the Transmission Provider in separate submissions, the Queue 
Position shall be assigned based on the date and time of receipt of the last 
required piece of information. 

5. Deficiency notices shall be considered cleared as of the date and time the 
Transmission Provider receives from the Interconnection Customer the last piece 
of required information deemed acceptable by the Transmission Provider to clear 
such deficiency notice. 

6. Transmission Provider Website Postings. 

a. The Transmission Provider shall maintain on the Transmission Provider’s 
website a list of all Interconnection Requests that identifies: 

i. The proposed maximum summer and winter megawatt electrical 
output; 

ii. The location of the generation by county and state; 

iii. The station or transmission line or lines where the interconnection 
will be made; 

iv. The facility’s projected date of Initial Operation; 

v. The status of the Interconnection Request, including its Queue 
Position; 

vi. The type of Interconnection Service requested; 

vii. The availability of any studies related to the Interconnection 
Request; 

viii. The date of the Interconnection Request; 

ix. The type of Generating Facility to be constructed (combined cycle, 
base load or combustion turbine and fuel type); and 
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x. For each Interconnection Request that has not resulted in a 
completed interconnection, an explanation of why it was not 
completed. 

b. This list shall not disclose the identity of the Interconnection Customer, except as 
otherwise provided in Part IV of the Tariff.  The list and the priority of 
Interconnection Requests shall be included on the Transmission Provider’s 
website as part of the New Services Queue.
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112A.3   Results of Screens 
 
112A.3.1 If the proposed interconnection passes the screens set forth in section 112A.1 of 
this Tariff, the proposed interconnection shall be approved and the Transmission Provider will 
undertake Reasonable Efforts to provide the Interconnection Customer with an executable 
Interconnection Service Agreement within five bBusiness dDays after the determination.  In the 
event that the Transmission Provider is unable to provide Interconnection Customer with an 
executable Interconnection Service Agreement within five bBusiness dDays, it shall provide 
Interconnection Customer with reasonable notification of the delay, including the reasons for the 
delay and the date it anticipates being able to provide the executable Interconnection Service 
Agreement. Interconnection Customer shall execute the Interconnection Service Agreement, 
request dispute resolution, or request that the Interconnection Service Agreement be filed 
unexecuted in accordance with section 212.4 of this Tariff. 
 
112A.3.2 If the proposed interconnection of the Energy Resource fails the screens set forth 
in section 112A.1 of this Tariff, but the Transmission Provider, in consultation with the 
Interconnected Transmission Owner, determines that the Energy Resource may nevertheless be 
interconnected consistent with safety, reliability, and power quality standards, the Transmission 
Provider will undertake Reasonable Efforts to provide the Interconnection Customer an 
executable Interconnection Service Agreement within five bBusiness dDays after such 
determination.  In the event that the Transmission Provider is unable to provide Interconnection 
Customer with an executable Interconnection Service Agreement within five bBusiness dDays, it 
shall provide Interconnection Customer with reasonable notification of the delay, including the 
reasons for the delay and the date it anticipates being able to provide the executable 
Interconnection Service Agreement.  Interconnection Customer shall execute the Interconnection 
Service Agreement, request dispute resolution, or request that the Interconnection Service 
Agreement be filed unexecuted in accordance with section 212.4 of this Tariff. 
 
112A.3.3 If the proposed interconnection of the Energy Resource fails the screens set forth 
in section 112A.1 of this Tariff, but the Transmission Provider does not or cannot determine 
from the initial review that the Energy Resource may nevertheless be interconnected consistent 
with safety, reliability, and power quality standards unless the Interconnection Customer is 
willing to consider minor modifications or further study, the Transmission Provider shall provide 
the Interconnection Customer with the opportunity to attend a customer options meeting.  
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112A.4  Customer Options Meeting 
 
112A.4.1 If the Transmission Provider determines that the Interconnection Request cannot 
be approved without:  (1) minor modifications at minimal cost; (2) a supplemental study or other 
additional studies or actions; or (3) incurring at significant cost to address safety, reliability, or 
power quality problems, the Transmission Provider shall notify the Interconnection Customer of 
that determination within five bBusiness dDays and provide copies of all data and analyses 
underlying its conclusion.  Within ten bBusiness dDays of the Transmission Provider's 
determination, the Transmission Provider shall offer to convene a customer options meeting with 
the Transmission Provider and the Transmission Owner to review possible Customer Facility 
modifications or the screens analysis and related results, to determine what further steps are 
needed to permit the Energy Resource to be connected safely and reliably.  At the time of 
notification of the Transmission Provider's determination, or at the customer options meeting, the 
Transmission Provider and Transmission Owner, as applicable, shall: 
 
112A.4.1.1 Offer to perform facility modifications or minor modifications to the 
Transmission System (e.g., changing meters, fuses, relay settings) and provide a non-binding 
good faith estimate of the limited cost to make such modifications to the Transmission System.  
If the Interconnection Customer agrees to pay for the modifications to the Transmission 
Provider’s system, the Transmission Provider will provide the Interconnection Customer with an 
executable Interconnection Service Agreement within ten bBusiness dDays of the customer 
options meeting; or 
 
112A.4.1.2 Offer to perform a supplemental review in accordance with section 112A.5 , and 
provide a non-binding good faith estimate of the costs of such review; or 
 
112A.4.1.3 Obtain the Interconnection Customer's agreement to continue evaluating the 
Interconnection Request under sections 111 or 112 of the Tariff (irrespective of the resource size 
limitations stated therein), as applicable. 
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112A.5  Supplemental Review 
 
112A.5.1 To accept the offer of a supplemental review, the Interconnection Customer shall 
agree in writing, and submit a deposit for the estimated costs of the supplemental review in the 
amount of the Transmission Provider’s good faith estimate of the costs of such review 
(recognizing that such amount may be adjusted by the amount of deposits already held by the 
Transmission Provider in connection with the Interconnection Request) both within 15 bBusiness 
dDays of the offer. If the written agreement and additional deposit (if required) have not been 
received by the Transmission Provider within that timeframe, the Interconnection Request shall 
continue to be evaluated under Section 111 or 112 of this Subpart G (irrespective of the resource 
size limitation set forth therein) unless it is withdrawn by the Interconnection Customer.   
 
112A.5.2 The Interconnection Customer may specify the order in which the Transmission 
Provider will complete the screens in section 112A.5.4.   
 
112A.5.3 Within 30 bBusiness dDays following receipt of the deposit for a supplemental 
review, the Transmission Provider shall: (1) perform a supplemental review using the screens set 
forth below; (2) notify, in writing, the Interconnection Customer of the results; and (3) include 
with the notification copies of the analysis and data underlying the Transmission Provider’s 
determinations under the screens.  Unless the Interconnection Customer provided instructions for 
how to respond to the failure of any of the supplemental review screens below at the time the 
Interconnection Customer accepted the offer of supplemental review, the Transmission Provider 
shall notify the Interconnection Customer following the failure of any of the screens, or if it is 
unable to perform the screen in section 112A.5.3.1, within two bBusiness dDays of making such 
a determination to obtain the Interconnection Customer’s permission to: (1) continue evaluating 
the proposed interconnection under this section 112A.5.3; (2) terminate the supplemental review 
and continue evaluating the Energy Resource under section 111 or 112 (irrespective of the 
resource size limitation set forth therein), as applicable; or (3) terminate the supplemental review 
upon withdrawal of the Interconnection Request by the Interconnection Customer. 
 

112A.5.3.1 Minimum Load Screen:  Where 12 months of line section minimum load 
data (including onsite load but not station service load served by the proposed small 
Energy Resource) are available, can be calculated, can be estimated from existing data, or 
determined from a power flow model, the aggregate Generating Facility capacity on the 
line section is less than 100% of the minimum load for all line sections bounded by 
automatic sectionalizing devices upstream of the proposed small Energy Resource. If 
minimum load data is not available, or cannot be calculated, estimated or determined, the 
Transmission Provider shall include the reason(s) that it is unable to calculate, estimate or 
determine minimum load in its supplemental review results notification under section 
112A.5.3. 

 
112A.5.3.1.1 The type of generation used by the proposed Energy Resource will 
be taken into account when calculating, estimating, or determining circuit or line 
section minimum load relevant for the application of screen 112A.5.3.1.  Solar 
photovoltaic (PV) generation systems with no battery storage use daytime 
minimum load (i.e., 10 a.m. to 4 p.m. for fixed panel systems and 8 a.m. to 6 p.m. 
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for PV systems utilizing tracking systems), while all other generation uses 
absolute minimum load. 
 
112A.5.3.1.2 When this screen is being applied to an Energy Resource that 
services some station service load, only the net injection into the Transmission 
Provider’s electric system will be considered as part of the aggregate generation. 
 
112A.5.3.1.3 Transmission Provider will not consider as part of the aggregate 
generation for purposes of this screen generating facility capacity known to be 
already reflected in the minimum load data. 
 

112A.5.3.2 Voltage and Power Quality Screen:  In aggregate with existing generation 
on the line section: (1) the voltage regulation on the line section can be maintained in 
compliance with relevant requirements under all system conditions; (2) the voltage 
fluctuation is within acceptable limits as defined by Institute of Electrical and Electronics 
Engineers (IEEE) Standard 1453, or utility practice similar to IEEE Standard 1453; and 
(3) the harmonic levels meet IEEE Standard 519 limits. 
 
112A.5.3.3 Safety and Reliability Screen: The location of the proposed small Energy 
Resource and the aggregate generation capacity on the line section do not create impacts 
to safety or reliability that cannot be adequately addressed without application of the 
Study Process. The Transmission Provider shall give due consideration to the following 
and other factors in determining potential impacts to safety and reliability in applying this 
screen. 
 

112A.5.3.3.1 Whether the line section has significant minimum loading levels 
dominated by a small number of customers (e.g., several large commercial 
customers). 
 
112A.5.3.3.2  Whether the loading along the line section is uniform or even. 
 
112A.5.3.3.3  Whether the proposed small Energy Resource is located in close 
proximity to the substation (i.e., less than 2.5 electrical circuit miles), and whether 
the line section from the substation to the Point of Interconnection is a Mainline 
rated for normal and emergency ampacity. 
 
112A.5.3.3.4 Whether the proposed small Energy Resource incorporates a time 
delay function to prevent reconnection of the generator to the system until system 
voltage and frequency are within normal limits for a prescribed time. 
 
112A.5.3.3.5 Whether operational flexibility is reduced by the proposed small 
Energy Resource, such that transfer of the line section(s) of the small Energy 
Resource to a neighboring distribution circuit/substation may trigger overloads or 
voltage issues. 
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112A.5.3.3.6 Whether the proposed small Energy Resource employs equipment 
or systems certified by a recognized standards organization to address technical 
issues such as, but not limited to, islanding, reverse power flow, or voltage 
quality. 
 

112A.5.3.4 If the proposed interconnection passes the supplemental screens in sections 
112A.5.3.1, 112A.5.3.2, and 112A.5.3.3 above, the Interconnection Request shall be approved 
and the Transmission Provider will provide the Interconnection Customer with an executable 
Interconnection Service Agreement within the timeframes established in section 112A.5.3.4..1 
and 112A.5.3.4.2 below.  If the proposed interconnection fails any of the supplemental review 
screens and the Interconnection Customer does not withdraw its Interconnection Request, it shall 
continue to be evaluated under section 111 or 112 (irrespective of the resource size limitation set 
forth therein) consistent with section 112A.5.3.4.3 below 
 

112A.5.3.4.1 If the proposed interconnection passes the supplemental screens in 
sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above and does not require construction 
of facilities by the Transmission Provider on its own system, the Interconnection Service 
Agreement shall be provided within ten bBusiness dDays after notification of the 
supplemental review results. 
 
112A.5.3.4.2 If interconnection facilities or minor modifications to the Transmission 
Provider’s system are required for the proposed interconnection to pass the supplemental 
screens in sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above, and the 
Interconnection Customer agrees to pay for the modifications to the Transmission 
Provider’s electric system, the Interconnection Service Agreement, along with a non-
binding good faith estimate for the interconnection facilities and/or minor modifications, 
shall be provided to the Interconnection Customer within 15 bBusiness dDays after 
receiving written notification of the supplemental review results. 
 
112A.5.3.4.3 If the proposed interconnection would require more than interconnection 
facilities or minor modifications to the Transmission Provider’s system to pass the 
supplemental screens in sections 112A.5.3.1, 112A.5.3.2 and 112A.5.3.3 above, the 
Transmission Provider shall notify the Interconnection Customer, at the same time it 
notifies the Interconnection Customer with the supplemental review results, that the 
Interconnection Request shall be evaluated under Sections 111 and 112 (irrespective of 
the resource size limitation set forth therein) unless the Interconnection Customer 
withdraws its request. 

 
 
 
 
 



 

Page 142 

112B.1   Application 
 
An Interconnection Customer desiring the interconnection of a Small Inverter Facility must 
submit to Transmission Provider an executed Attachment BB - Form of Interconnection Service 
Agreement for Certified Inverter-Based Generating Facility (“Small Inverter ISA”) and a non-
refundable processing fee of $500.  Attachment BB is available on the PJM web site.  In the 
Small Inverter ISA, Interconnection Customer shall provide, among other things, (i) contact 
information for itself and any other entity that may be interfacing with Transmission Provider on 
its behalf; and (ii) the legal names of the owner(s) of the Small Inverter Facility, including the 
percentage ownership (if any) by any utility or public utility holding company, or by any entity 
owned by either.  Transmission Provider shall acknowledge that it received the Small Inverter 
ISA within three bBusiness dDays of receipt.  Within ten bBusiness dDays, Transmission 
Provider shall notify Interconnection Customer that the Small Inverter ISA is complete or 
identify any deficiencies that need to be addressed. 
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112B.2  Verification of Interconnection 
 
Within 15 bBusiness dDays of notification to the Interconnection Customer that its Small 
Inverter ISA is complete, Transmission Provider shall notify Interconnection Customer whether 
its Small Inverter Facility can be interconnected safely and reliably. Transmission Provider shall 
make this determination using the screens set forth in section 112A of this Tariff.  In the event 
that the Transmission Provider determines that the Small Inverter Facility can be safely and 
reliably interconnected, Transmission Provider shall tender the Small Inverter ISA to the 
Interconnected Transmission Owner for execution.  The Interconnected Transmission Owner 
shall have five bBusiness dDays to execute the Small Inverter ISA and return it to Transmission 
Provider.  Transmission Provider then will provide the Interconnected Parties with the Small 
Inverter ISA.  In the event an Interconnection Party does not execute the Small Inverter ISA, the 
Interconnection Customer may request the agreement be filed unexecuted with the FERC or 
alternative dispute resolution in accordance with section 212.4 of this Tariff. 
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112B.3  Certificate of Completion and Inspection 
 
112B.3.1 Upon receipt of an executed Small Inverter ISA, the Interconnection Customer 
may commence construction (including operational testing not to exceed two hours) of its Small 
Inverter Facility.  After completion of the Small Inverter Facility, Interconnection Customer shall 
provide Transmission Provider with a completed Attachment CC - Form of Certificate of 
Completion. 
 
112B.3.2 Prior to parallel operation, Transmission Provider and/or Interconnected 
Transmission Owner may inspect the Small Inverter Facility for compliance with standards, 
which may include a witness test.  All inspections by Transmission Provider and/or the 
Interconnected Transmission Owner shall be at its own expense, within ten bBusiness dDays 
after receipt of the completed Certificate of Completion and shall take place at a time agreeable 
to the Transmission Provider and/or Interconnected Transmission Owner and the Interconnection 
Customer. Unless otherwise agreed by the Transmission Provider and/or the Interconnected 
Transmission Owner and the Interconnection Customer, if the Transmission Provider and/or the 
Interconnected Transmission Owner do not schedule an inspection of the Small Inverter Facility 
within ten bBusiness dDays after receipt of the completed Certificate of Completion, the right to 
inspection, including the witness test, is waived.  Transmission Provider and/or the 
Interconnected Transmission Owner shall provide a written statement that the Small Inverter 
Facility has passed inspection or shall notify the Interconnection Customer of what steps are 
necessary to pass inspection as soon as practicable after the inspection takes place. 
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112C Alternate Queue Process 
 
Upon receipt of an Interconnection Request associated with the proposal of new generation 
facilities and following the determination set forth in sections 110.1.1, 111.1.1, or 112.1.1, a new 
Interconnection Request may be evaluated under the terms set forth in the Alternate Queue 
Process, under this section 112C.  The evaluation of Interconnection Requests under the 
Alternate Queue Process shall be conducted by the Transmission Owner(s) under the direction of 
the Transmission Provider.  The evaluation of these projects (i) may include study processes 
similar to those as described as Generation Feasibility Study, System Impact Study, and 
Facilities Study, (ii) shall include studies as required to ensure the reliable planning and 
operation of the applicable power system, (iii) shall have engineering studies conducted by the 
appropriate Transmission Owner(s).  The studies listed in this section 112C shall include thermal 
studies, short circuit studies, stability studies, and additional appropriate studies as required for 
the reliable integration of the Interconnection Request.  The Transmission Provider shall monitor 
and coordinate completion of any studies required under this Alternate Queue Process.  The 
studies conducted under this Alternate Queue Process shall be completed in a timely manner.  In 
the case of the Feasibility Study portion of the Alternate Queue Process studies, the 
Transmission Provider shall perform these studies two times each year.  For Interconnection 
Requests received during the six-month period ending October 31 the Transmission Provider 
shall use due diligence to complete Interconnection Feasibility Studies by the last day of 
February.  For Interconnection Requests received during the six-month period ending April 30 
the Transmission Provider shall use due diligence to complete Interconnection Feasibility 
Studies by August 31.  Following the closure of an interconnection queue on October 31 and 
April 30, the Transmission Provider will utilize the following one month period to conduct any 
remaining scoping meetings and assemble the necessary analysis models so as to initiate the 
performance of the Interconnection Feasibility Studies on December 1 and June 1, respectively.  
In the case of a System Impact Study portion of the Alternate Queue Process studies, the 
Transmission Provider shall perform these studies each year commencing on (i) June 1, for New 
Service Requests received between May 1 and October 31 of the previous year, (ii) December 1, 
for New Service Requests received between November 1 of the previous year, and April 30 of 
the same year.  The Transmission Provider shall use due diligence to complete the System 
Impact Studies within 120 days of the date the study commences.  In the event that the 
Transmission Provider is unable to complete an Interconnection Feasibility Study and/or the 
System Impact Study within such time periods, it shall so notify the affected Interconnection 
Customer and the affected Transmission Owner(s) and provide an estimated completion date 
along with an explanation of the reasons why additional time is needed to complete the study..  
In the event that the Transmission Provider anticipates that the Interconnection Customer’s study 
cost responsibility will substantially exceed the deposit, the Transmission Provider shall provide 
the Interconnection Customer with an estimate of the study costs and the Interconnection 
Customer’s cost responsibility.  Within ten (10) bBusiness dDays of receiving such estimate, the 
Interconnection Customer may withdraw its Interconnection Request by providing written notice 
to the Transmission Provider, in which event the deposit paid to Transmission Provider shall be 
refunded.  Unless the Interconnection Request is withdrawn within ten (10) bBusiness dDays, the 
Interconnection Customer agrees to pay the amount of its actual cost responsibility and will pay 
additional deposits as required to meet the estimated study cost.  If the Interconnection Customer 
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fails to provide the required additional deposit within ten (10) bBusiness dDays, the 
Interconnection Request shall be deemed terminated and withdrawn. 
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204.2 Upgrade Requests: 
 
204.2.1  Upgrade Requests pursuant to Section 7.8 of Schedule 1 of the Operating   
 Agreement 
 
After receiving an Upgrade Request pursuant to Section 7.8 of Schedule 1 of the Operating 
Agreement, the Transmission Provider shall determine on a non-discriminatory basis whether a 
System Impact Study is required to evaluate the request. If the Transmission Provider determines 
that a System Impact Study is necessary, it shall so inform the Upgrade Customer as soon as 
practicable.  In such cases, the Transmission Provider shall, within thirty (30) days of receipt of a 
valid and complete Upgrade Request, tender a System Impact Study Agreement pursuant to 
which the Upgrade Customer shall agree to reimburse the Transmission Provider for the required 
System Impact Study.  For an Upgrade Request to retain its Queue Position, the Upgrade 
Customer (i) shall execute the System Impact Study Agreement and return it to the Transmission 
Provider within thirty (30) days, and (ii) the Transmission Provider shall apply the $50,000 
deposit supplied with the Upgrade Request towards the Upgrade Customer's study cost 
responsibility.  If the Upgrade Customer elects not to execute the System Impact Study 
Agreement, its Upgrade Request shall be deemed terminated and withdrawn. 
 
204.2.2  Upgrade Requests for Merchant Network Upgrades 
 
After receiving an Upgrade Request for a Merchant Network Upgrade, the Transmission 
Provider shall acknowledge receipt of the Upgrade Request, pursuant to Section 204.2.2.1. The 
Transmission Provider shall determine whether the Upgrade Request includes: (i) the substation 
or transmission line or lines where the upgrade(s) will be made; (ii) the nominal capability or 
increase in capability (in MW or MVA) of the proposed Merchant Network Upgrade; and (iii) 
the planned date the proposed Merchant Network Upgrade will be in service, such date to be no 
more than seven (7) years from the date the request is received by the Transmission Provider, 
unless the Interconnection Customer demonstrates that engineering, permitting, and construction 
of the Merchant Network Upgrade will take more than seven (7) years.  
 
The Transmission Provider shall maintain on the Transmission Provider’s website a list of all 
Upgrade Requests that identifies (A) in megawatts the potential nominal capability or increase in 
capability; (B) the station or transmission line or lines where the upgrade(s) will be made; (C) the 
proposed in-service date; (D) the status of the Upgrade Request, including its Queue Position; 
(E) the availability of any studies related to the Upgrade Request; (F) the date of the Upgrade 
Request; and (G) for each Upgrade Request that has not resulted in a completed upgrade, an 
explanation of why it was not completed. This list will not disclose the identity of the 
Interconnection Customer, except as otherwise provided in Part VI of the Tariff.  The list and the 
priority of Upgrade Requests shall be included on the website as part of the New Services 
Queue. 
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204.2.2.1  Acknowledgement of Upgrade Request for Merchant Network Upgrades 
 
The Transmission Provider shall acknowledge receipt (electronically when available to all 
parties, otherwise written) of the Upgrade Request within five (5) bBusiness Ddays after receipt 
of the request and shall attach a copy of the received Upgrade Request to the acknowledgement. 
 
204.2.2.2  Deficiencies in Upgrade Request for Merchant Network Upgrades 
 
An Upgrade Request will not be considered a valid request if Interconnection Customer has 
failed to pay any outstanding invoices related to prior Queue Requests submitted pursuant to Part 
IV or VI by the Interconnection Customer and until all information required under Attachment 
EE is able to be studied by the Transmission Provider.  If an Upgrade Request fails to meet the 
requirements, except as provided below regarding the deposit, 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) bBusiness dDays of receipt of the initial 
Upgrade Request.  Such notice shall explain that the Upgrade 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 the Transmission Provider’s notice 
identifies as needed to constitute a valid request and shall make any payments on any 
outstanding invoices within ten (10) bBusiness dDays after receipt of such notice.  Upon timely 
correction of the deficiency, the Upgrade Request shall be assigned a Queue Position under 
Section 201 as of the date that the 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 the Transmission Provider’s deficiency notice under this 
Section 204.2.2.2, its Upgrade Request shall be deemed to be terminated and withdrawn.  
Notwithstanding the above, the Interconnection Customer must submit its deposit at the time it 
submits its Upgrade Request.  Failure to do so will result in rejection of the Upgrade Request. 
 
204.2.2.3  Scoping Meeting 
 
Transmission Provider shall provide each Interconnection Customer proposing Merchant 
Network Upgrades with an opportunity for a scoping meeting among the Transmission Provider, 
the prospective Interconnected Transmission Owner(s) and the Interconnection Customer.  The 
purpose of the scoping meeting will be to confirm all parties’ understanding of the proposed 
Upgrade Request and confirm the expectation for project completion or, if for acceleration of a 
Regional Transmission Expansion Plan Network Upgrade, the feasibility of the acceleration. 
After receipt of a valid Upgrade Request proposing Merchant Network Upgrades, the 
Transmission Provider shall offer to arrange for the scoping meeting, and shall provide a 
minimum of three (3) suggested meeting dates and times for the scoping meeting. The scoping 
meeting shall be held, or waived by mutual agreement of the parties within forty-five (45) days 
after receipt of a valid Upgrade Request, if the Upgrade Request is received in the first four 
calendar months of the current New Services Queue; or within thirty (30) days if the Upgrade 
Request is received within the fifth calendar month of the current New Services Queue; or within 
twenty (20) days if the Upgrade Request is received in the sixth 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 
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Interconnection Customer and one among the 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, by telephone or video 
conference.  In the event the Interconnection Customer fails to waive or complete the scoping 
meeting requirement, its Upgrade Request shall be deemed terminated or withdrawn.  
Interconnection Customer may reduce its Upgrade Request within ten (10) bBusiness dDays 
after the scoping meeting.  Any reduction made within this ten (10) bBusiness dDay period shall 
not be a Material Modification; however, the reduction may not result in the project’s MW 
capability being equal to or less than zero. 
 
204.2.2.4  Coordination with Affected Systems 
 
Section 36.1.6 shall apply to Upgrade Requests for Merchant Network Upgrades. 
 
204.2.2.5  Base Case Data 
 
Section 36.1.7 shall apply to Upgrade Requests for Merchant Network Upgrades. 
 
204.2.2.6  System Impact Study Agreement 
 
Upon the Transmission Provider assigning the Upgrade Request a Queue Position per Section 
204.2.2 and, if required, completing a scoping meeting per Section 204.2.2.3, Transmission 
Provider shall tender a System Impact Study Agreement.  For an Upgrade Request to retain its 
Queue Position, the Interconnection Customer (i) shall execute the System Impact Study 
Agreement and return it to the Transmission Provider within thirty (30) days, and (ii) the 
$50,000 deposit provided with Attachment EE will be applied to the Interconnection Customer’s 
study cost responsibility.  If the Interconnection Customer elects not to execute the System 
Impact Study Agreement, its Upgrade Request shall be deemed terminated and withdrawn. Any 
remaining Attachment EE deposit will be refunded. 
 
204.2.2.7 Modifications of Upgrade Requests for Merchant Network Upgrades After the 

System Impact Study Agreement, but Prior to Executing an Upgrade 
Construction Service Agreement 

 
After the System Impact Study Agreement is executed and prior to execution of the Upgrade 
Construction Service Agreement, an Interconnection Customer proposing Merchant Network 
Upgrades may modify its project to reduce the size of the project as provided in Section 36.2A.2. 
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204.3 Interconnection Requests: 
 
Upon completion of the Interconnection Feasibility Study, the Transmission Provider shall 
tender to the affected Interconnection Customer a System Impact Study Agreement.  For an 
Interconnection Request to retain its assigned Queue Position pursuant to Section 201, within 30 
days of receiving the tendered System Impact Study Agreement, the Interconnection Customer 
(i) shall execute the System Impact Study Agreement and return it to the Transmission Provider, 
(ii) shall remit to Transmission Provider all past due amounts of the actual Feasibility Study 
costs exceeding the Feasibility Study deposit fee contained in Sections 36.1.02, 36.1.03, 110.1, 
111.1, and 112.1 of the Tariff, if any, (iii) shall pay the Transmission Provider a deposit as 
provided in 204.3A below, (iv) shall identify the Point(s) of Interconnection, and (v) in the case 
of a Generation Interconnection Customer, shall (A) demonstrate that it has made an initial 
application for the necessary air emission permits, if any, for its proposed generation, (B) specify 
whether it desires to interconnect its generation to the Transmission System as a Capacity 
Resource or an Energy Resource, (C) provide required machine modeling data as specified in the 
PJM Manuals, (D) in the case of a wind generation facility, provide a detailed electrical design 
specification and other data (including system layout data) as required by the Transmission 
Provider for completion of the System Impact Study no later than 6 months after submission of 
the Generation Interconnection Request, and (E) notify the Transmission Provider if it seeks to 
use Capacity Interconnection Rights in accordance with Section 230.3.3; or, (vi) in the case of a 
Transmission Interconnection Customer, shall (A) provide Transmission Provider with evidence 
of an ownership interest in, or right to acquire or control, the site(s) where major equipment (e.g., 
a new transformer or D.C. converter stations) would be installed, such as a deed, option 
agreement, lease, or other similar document acceptable to the Transmission Provider; (B) 
demonstrate in a manner acceptable to Transmission Provider that it holds rights to use (or an 
option to obtain such rights) any existing facilities of the Transmission System that are necessary 
for construction of the proposed Merchant Transmission Facilities; and (C) provide required 
modeling data as specified in the PJM Manuals.  If an Interconnection Customer fails to comply 
with any of the applicable listed requirements, its Interconnection Request shall be deemed 
terminated and withdrawn, however in the event that the information required per (v) (C), (v) 
(D), or (vi) (C) above is provided and deemed to be deficient by the Transmission Provider, 
Interconnection Customer may provide additional information acceptable to the Transmission 
Provider within 10 bBusiness dDays.  Failure of the Interconnection Customer to provide 
information identified as being deficient within 10 bBusiness dDays shall result in the 
Interconnection Request being terminated and withdrawn.  If a terminated and withdrawn 
Interconnection Request was to be included in a System Impact Study evaluating more than one 
New Service Request, then the costs of the System Impact Study shall be redetermined and 
reallocated among the remaining participating New Service Customers as specified in this 
Section 204. 
 
204.3A Deposits for Interconnection Customers 
 

1. Provided that the maximum total deposit amount for a System Impact Study shall 
be $300,000 regardless of the size of the proposed Customer Facility, a System 
Impact Study deposit shall be submitted to Transmission Provider, as follows: 
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a. For a proposed Customer Facility that is 20 MW or greater, a deposit of 
$500 for each MW requested; or 

 
b. For a proposed Customer Facility that is 2 MW or greater, but less than 20 

MW, a deposit of $10,000; or 
 
c. For a proposed Customer Facility that is less than 2 MW, a deposit of 

$5,000. 
 
2. 10% of each total System Impact Study deposit amount is non-refundable.  Any 

unused non-refundable deposit monies shall be returned to the Interconnection 
Customer upon Initial Operation.  However, if, before reaching Initial Operation, 
the Interconnection Customer withdraws its Interconnection Request or the 
Interconnection Request is otherwise deemed rejected or terminated and 
withdrawn, any unused portion of the non-refundable deposit monies shall be 
used to fund: 

 
a. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices due to Transmission Provider, 
Interconnected Transmission Owner(s) and/or third party contractors, as 
applicable, as a result of any failure of the Interconnection Customer to 
pay actual costs for the Interconnection Request and/or associated Queue 
Position; and/or 

 
b. Any restudies required as a result of the rejection, termination and/or 

withdrawal of such Interconnection Request; and/or 
 
c. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices related to prior Interconnection 
Requests by the Interconnection Customer. 

 
3. 90% of each total System Impact Study deposit amount is refundable, and the 

Transmission Provider shall utilize, in no particular order, the refundable portion 
of each total System Impact Study deposit amount to cover the following: 

 
a. The cost of the System Impact Study acceptance review; and 
 
b. The dollar amount of the Interconnection Customer’s cost responsibility 

for the System Impact Study; and 
 
c. If the System Impact Study Request is deemed to be modified (pursuant to 

Section 36.2A of the Tariff), rejected, terminated and/or withdrawn during 
the deficiency review and/or deficiency response period, as described 
further below, or during the System Impact Study period, the refundable 
deposit money shall be applied to cover all of the costs incurred by the 
Transmission Provider up to the point of such request being modified, 
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rejected, terminated and/or withdrawn, and any remaining refundable 
deposit monies shall be applied to cover: 

 
i. The costs of any restudies required as a result of the modification, 

rejection, termination and/or withdrawal of such request; and/or 
 
ii. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices due to Transmission 
Provider, Interconnected Transmission Owner(s) and/or third party 
contractors, as applicable, as a result of any failure of the 
Interconnection Customer to pay actual costs for the System 
Impact Study Request and/or associated Queue Position; and/or 

 
iii. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices related to prior New Service 
Requests and/or Interconnection Requests by such customer. 

 
iv. If any refundable deposit monies remain after all costs and 

outstanding monies owed, as described in this section, are covered, 
such remaining refundable deposit monies shall be returned to the 
customer in accordance with the PJM Manuals.  

 
4. Upon completion of the System Impact Study, the Transmission Provider shall 

apply any remaining refundable deposit monies toward: 
 

a. The cost responsibility of the Interconnection Customer for any other 
studies conducted for the Interconnection Request; and/or 

 
b. Any outstanding monies owed by the Interconnection Customer in 

connection with outstanding invoices related to prior New Service 
Requests and/or Interconnection Requests by such Interconnection 
Customer. 

 
5. If any refundable deposit monies remain after the System Impact Study is 

complete and any outstanding monies owed by the Interconnection Customer in 
connection with outstanding invoices related to prior New Service Requests 
and/or Interconnection Requests by such Interconnection Customer have been 
paid, such remaining deposit monies shall be returned to the Interconnection 
Customer. 

 
6. The Interconnection Customer must submit the total required deposit amount with 

the System Impact Study Request.  If the Interconnection Customer fails to 
submit the total required deposit amount with the System Impact Study Request, 
the System Impact Study Request shall be deemed to be terminated and 
withdrawn. 
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7. Deposit monies are non-transferrable.  Under no circumstances may refundable or 
non-refundable deposit monies for a specific Interconnection Request, Upgrade 
Request or Queue Position be applied in whole or in part to a different New 
Service Request, Interconnection Request or Queue Position. 
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209.1 Optional Interconnection Study Agreement:  
 
Within 30 days from the date when the Interconnection Customer receives the results of the 
System Impact Study, the Interconnection Customer may request, and upon such request, the 
Transmission Provider shall perform, up to two Optional Interconnection Studies.  A request for 
such a study shall describe the assumptions that the Interconnection Customer wishes the 
Transmission Provider to study within the scope described in Section 209.2.  Within ten (10) 
bBusiness dDays after receipt of a request for an Optional Interconnection Study, the 
Transmission Provider shall provide to the Interconnection Customer an Optional 
Interconnection Study Agreement in the form included in Attachment N-3 of this Tariff. 
 
209.1.1  
 
The Optional Interconnection Study Agreement shall: (i) specify the technical data that the 
Interconnection Customer must provide for each phase of the Optional Interconnection Study, 
(ii) specify Interconnection Customer’s assumptions regarding any Interconnection Requests 
with earlier Queue Positions that will be excluded from the Optional Interconnection Study case 
and assumptions as to the type of interconnection service for Interconnection Requests remaining 
in the Optional Interconnection Study case, and (iii) the Transmission Provider’s estimate of the 
cost of the Optional Interconnection Study. To the extent known by the Transmission Provider, 
such estimate shall include any costs expected to be incurred by an Affected System whose 
participation is necessary to complete the Optional Interconnection Study.  Notwithstanding the 
above, the Transmission Provider shall not be required as a result of a request for an Optional 
Interconnection Study to conduct any additional New Service Studies with respect to any other 
New Service Request. 
 
209.1.2  
 
The Interconnection Customer shall execute and deliver the Optional Interconnection Study 
Agreement, along with the required technical data, and the greater of a $10,000 deposit or the 
estimated study cost to the Transmission Provider within ten (10) bBusiness dDays of the 
Interconnection Customer’s receipt of such agreement. 
 



 

Page 155 

212.7 Interconnection Service Agreement and Interconnection Construction Service 
Agreement execution by Interconnected Transmission Owner 

Following execution of the Interconnection Service Agreement and/or Interconnection 
Construction Service Agreement (as used in this section, “Agreement(s)”) by the Interconnection 
Customer, the Transmission Provider shall forward the Agreement(s) to the Interconnected 
Transmission Owner named as party to the Agreement(s).  The Interconnected Transmission 
Owner shall execute and return the Agreement(s) to the Transmission Provider no later than 15 
bBusiness dDays following date of receipt of Agreement(s) from the Transmission Provider, or, 
alternatively, request that the Agreement be filed unexecuted with the Commission unless the 
Interconnected Transmission Owner and the Interconnection Customer jointly agree to request 
dispute resolution under Section 12 of the Tariff.  However, in the event the Interconnection 
Customer has made changes to the Agreement(s)  tendered to the Interconnection Customer by 
the Transmission Provider which were not previously reviewed and approved by a representative 
of the Interconnected Transmission Owner, the requirement for the Interconnected Transmission 
Owner to return the document in the time specified shall not be applicable and the parties to the 
Agreement(s) shall use due diligence to execute the Agreement(s) as expeditiously as possible.  
In the event the Interconnected Transmission Owner does not execute and return the 
Agreement(s) in the time specified above, the Transmission Provider shall advise the 
Interconnection Customer of the status of the execution of the Agreement(s).  The 
Interconnection Customer may then request: (i) dispute resolution under Section 12 of the Tariff; 
or (ii) that the Agreement(s) be filed unexecuted with the Commission.  In all cases, the 
Interconnection Customer, Interconnected Transmission Owner, and Transmission Provider may 
mutually agree to extend the time in which Interconnected Transmission Owner must execute 
and return the Agreement(s).  
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213.8 Upgrade Construction Service Agreement Execution by Transmission Owner  
 
Following execution of the Upgrade Construction Service Agreement (as used in this section, 
“Agreement”) by New Service Customer, the Transmission Provider shall forward the 
Agreement to the Transmission Owner named as party to the Agreement.  The Transmission 
Owner shall execute and return the Agreement to the Transmission Provider no later than 15 
bBusiness dDays following date of receipt of Agreement(s) from the Transmission Provider, or, 
alternatively, request that the Agreement be filed unexecuted with the Commission unless the 
Transmission Owner and the Interconnection Customer jointly agree to request dispute 
resolution under Section 12 of the Tariff.  However, in the event the New Service Customer has 
made changes to the Agreement tendered to it by the Transmission Provider which were not 
previously reviewed and approved by a representative of the Transmission Owner, the 
requirement for the Transmission Owner to return the document in the time specified shall not be 
applicable and the parties to the Agreement shall use due diligence to execute the Agreement as 
expeditiously as possible.  In the event the Transmission Owner does not execute and return the 
Agreement in the time specified above, the Transmission Provider shall advise the New Service 
Customer of the status of the execution of the Agreement.  The New Service Customer may then 
request: (i) dispute resolution under Section 12 of the Tariff; or (ii) that the Agreement be filed 
unexecuted with the Commission.  In all cases, the New Service Customer, Transmission Owner, 
and Transmission Provider may mutually agree to extend the time in which Transmission Owner 
must execute and return the Agreement. 
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SCHEDULE 6A 
Black Start Service 

 
References to section numbers in this Schedule 6A refer to sections of this Schedule 6A, unless 
otherwise specified. 
 
To ensure the reliable restoration following a shut down of the PJM transmission system, Black 
Start Service is necessary to facilitate the goal of complete system restoration.  Black Start 
Service enables the Transmission Provider to designate specific generators called Black Start 
Units whose location and capabilities are required to re-energize the transmission system 
following a system-wide blackout.  The Transmission Provider shall administer the provision of 
Black Start Service.  PJMSettlement shall be the Counterparty to the purchases and sales of 
Black Start Service.   
 

TRANSMISSION CUSTOMERS 
 
1. All Transmission Customers and Network Customers must obtain Black Start Service 
through the Transmission Provider, with PJMSettlement as the Counterparty, pursuant to this 
Schedule 6A.  
 

PROVISION OF BLACK START SERVICE 
2. A Black Start Unit is a generating unit that has equipment enabling it to start without an 
outside electrical supply or a generating unit with a high operating factor (subject to 
Transmission Provider concurrence) with the demonstrated ability to automatically remain 
operating, at reduced levels, when disconnected from the grid.  A Black Start Unit shall be 
considered capable of providing Black Start Service only when it meets the criteria set forth in 
the PJM manuals. For the purposes of this Schedule 6A, the expected life of the Black Start Unit 
shall take into consideration expectations regarding both the enabling equipment and the 
generation unit itself. 
 
3. A Black Start Plant is a generating plant that includes one or more Black Start Units.  A 
generating plant with Black Start Units electrically separated at different voltage levels will be 
considered multiple Black Start Plants.   
 
4. The Transmission Provider is responsible for developing a coordinated and efficient 
system restoration plan that identifies all of the locations where Black Start Units are needed.  
The PJM Manuals shall set forth the criteria and process for selecting or identifying the Black 
Start Units necessary to commit to providing Black Start Service at the identified locations. No 
Black Start Unit shall be eligible to recover the costs of providing Black Start Service in the PJM 
Region unless it agrees to provide such service for a term of commitment established under 
section 5, 6, or 6A below. 
 
5. Owners of Black Start Units selected to provide Black Start Service in accordance with 
section 4 and electing to forego any recovery of new or additional Black Start Capital Costs shall 
commit to provide Black Start Service from such Black Start Units for an initial term of no less 
than two years and authorize the Transmission Provider to resell Black Start Service from its 
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Black Start Units.  The term commitment shall continue to extend until the Black Start Unit 
owner or the Transmission Provider provides written, one-year advance notice of its intention to 
terminate the commitment or the commitment is involuntarily terminated pursuant to Section 15 
of this Schedule 6A. 
 
6. Owners of Black Start Units selected to provide Black Start Service in accordance with 
section 4 and electing to recover new or additional Black Start Capital Costs shall commit to 
provide Black Start Service from such Black Start Units for a term based upon the age of the 
Black Start Unit or the longest expected life of the Incremental Black Start Capital Cost, as set 
forth in the applicable CRF Tables in Paragraph 18.  For those Black Start Units that elect to 
recover new or additional Black Start Capital Costs in addition to a prior, FERC-approved cost 
recovery rate, the applicable commitment period shall be the longer of the FERC-approved 
recovery period or the applicable term of commitment as set forth in the CRF Tables in 
Paragraph 18.  The Transmission Provider may terminate the commitment with one year advance 
notice of its intention to the Black Start Unit owner, but  the Black Start Unit owner shall be 
eligible to  recover  any amount of unrecovered Fixed Black Start Service Costs over a period 
not to exceed five years.  A Black Start Unit owner may terminate the provision of Black Start 
Service with one year advance notice and consent of the Transmission Provider (or its 
commitment period may be involuntarily terminated pursuant to the section 15 below).  Such 
Black Start Unit shall forego any otherwise existing entitlement to future revenues collected 
pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital Costs 
recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 
provisions of section 17(i)) in excess of the amount that would have been recovered pursuant to 
section 18 during the same period.  At the conclusion of the term of commitment established 
under this section 6, a Black Start Unit shall commence a new term of commitment under either 
section 5 or 6, as applicable. 
 
6A. Black Start Units which are owned or contracted for by a Transmission Owner to provide 
Black Start Service as a result of the black start reliability backstop process defined in the PJM 
Manuals, shall be subject to cost recovery through such Transmission Owner’s annual revenue 
requirement under such Tranmission Owner’s Attachment H of the Tariff, as filed with, and 
accepted by, FERC under Section 205 of the Federal Power Act and in accordance with Section 
9 of the Tariff, or through such other cost recovery mechanism, provided that such cost revovery 
mechanism is filed with and accepted by FERC.  The relevant Transmission Owner shall commit 
to provide, or effectuate the provision of, Black Start Service from such a Black Start Unit for 
the FERC-approved cost revovery period.  The Transmission Provider may terminate the 
commitment with one year advance notice of its intention to the Transmission Owner.  Provision 
of Black Start Service from a Black Start Unit obtained through the black start reliability 
backstop process defined in the PJM Manuals shall be subject to Sections 7 through 13 of this 
Schedule 6A.  The Revenue Requirements, Credits, and Charges provisions contained in sections 
16 through 27 of this Schedule 6A, shall not apply to Black Start Units obtained as a result of the 
black start reliability backstop process defined in the PJM Manuals. 
 
6B. In the event that a Black Start Unit fails to fulfill its commitment established under 
section 5 to provide Black Start Service, receipt of any Black Start Service revenues associated 
with the non-performing Black Start Unit shall cease and, for the period of the unit’s non-
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performance, the Black Start Unit owner shall forfeit the Black Start Service revenues associated 
with the non-performing Black Start Unit that it received or would have received had the Black 
Start Unit performed, not to exceed revenues for a maximum of one year. 
 
In the event that a Black Start Unit fails to fulfill its commitment established under section 6 
above, such unit shall forego any otherwise existing entitlement to future revenues collected 
pursuant to this Schedule 6A and fully refund any amount of the Black Start Capital Costs 
recovered under a FERC-approved rate (recovered on an accelerated basis pursuant to the 
provisions of section 17(i))  in excess of the amount that would have been recovered pursuant to 
section 18 during the same period, but such unit remains eligible to establish a new commitment 
under section 5 or 6. 
 
Performance Standards and Outage Restrictions  
 
7. In addition to the performance capabilities set forth in the PJM Manuals, Black Start 
Units must have the capabilities listed below.  These capabilities must be demonstrated in 
accordance with the criteria set forth in the PJM manuals and will remain in effect for the 
duration of the commitment to provide Black Start Service.  
 

a. A Black Start Unit must be able to close its output circuit breaker to a dead (de-
energized) bus within the time specified in the PJM Manuals. 

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

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

identified by each Transmission Owner’s system restoration requirements, in 
conjunction with the Transmission Provider. 

 
8. Each owner of Black Start Units or Black Start Plants must maintain procedures for the 
start-up of the Black Start Units. 
 
9. If a Black Start Unit is a generating unit with a high operating factor (subject to 
Transmission Provider concurrence) with the ability to automatically remain operating at 
reduced levels when disconnected from the grid, this ability must be demonstrated in accordance 
with the criteria set forth in the PJM manuals. 
 
10. No more than one Black Start Unit at a Black Start Plant may be subject to planned 
maintenance at any one time.  This restriction excludes outages on common plant equipment that 
may make all units unavailable.  A Black Start Unit not currently designated as critical and on 
the same voltage level may be substituted for a Black Start Unit that is subject to a planned 
outage to permit a concurrent planned outage of another critical Black Start Unit at the Black 
Start Plant to begin.  The Black Start Unit used as a substitute must have had a valid annual test 
within the previous 12 months. 
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11. Concurrent planned outages at multiple Black Start Plants within a zone may be restricted 
based on Transmission Owner requirements for Black Start Service availability.  Such 
restrictions must be predefined and approved by Transmission Provider in accordance with the 
PJM manuals. 
 
Testing 
 
12. To verify that they can be started and operated without being connected to the 
Transmission System, Black Start Units designated as critical shall be tested annually in 
accordance with the PJM manuals.  The Black Start Unit owner shall determine the time of the 
annual test.  
 
13. Compensation for energy output delivered to the Transmission System during the annual 
test shall be provided for the Black Start Unit’s minimum run time at the higher of the unit’s 
cost-capped offer or real-time Locational Marginal Price plus start-up and no-load costs for up to 
two start attempts, if necessary.  For Black Start Units that are generating units with a high 
operating factor (subject to Transmission Provider’s concurrence) with  the ability to 
automatically remain operating at reduced levels when disconnected from the grid, an 
opportunity cost will be provided to compensate the unit for lost revenues during testing.   
 
14. To receive Black Start Service revenues, a Black Start Unit must have a successful 
annual test on record with the Transmission Provider within the preceding 13 months.  
 
15. If a Black Start Unit fails the annual test, the unit may be re-tested within a ten-day 
period without financial penalty.  If the Black Start Unit does not successfully re-test within that 
ten-day period, monthly Black Start Service revenues will be forfeited by that unit from the time 
of the first unsuccessful test until such time as the unit passes an annual test.  If the Black Start 
Unit owner determines not to make the necessary repairs to enable the Black Start Unit to pass 
the annual test, the Black Start Unit owner will have failed to fulfill its commitment pursuant to 
section 5 or section 6, whichever is applicable, of this Schedule 6A and will be subject to the 
additional forfeiture of revenues set forth in section 6B. 
 
Revenue Requirements 
 
16. A Black Start Unit Owner’s  annual Black Start Service revenue requirement shall be the 
sum of the annual Black Start Service revenue requirements for each generator that is designated 
as providing Black Start Service and has provided the Transmission Provider with a calculation 
of its annual Black Start Service revenue requirements. A separate line item shall appear on the 
participants’ Transmission Provider bill for Black Start Service charges and credits. 
 
17.  Black Start Service revenue requirements for each Black Start Unit shall be based, at the 
election of the owner, on either (i) a FERC-approved rate for the recovery of the cost of 
providing such service for the entire duration of the commitment term set forth in either section 5 
or 6, as applicable, or (ii) the formula rates set forth in section 18 of this Schedule 6A for the 
commitment term set forth in Paragraph 5 or 6 as applicable.  Each generator’s Black Start 
Service revenue requirements shall be an annual calculation.  Requests for Black Start Service 
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revenue requirements and for changes to the Black Start Service revenue requirements must be 
submitted to the Market Monitoring Unit for review and analysis, with supporting data and 
documentation, pursuant to section III of Attachment M – Appendix and the PJM Manuals, with 
a copy to the Office of the Interconnection, by no later than May 3 of each year. The Market 
Monitoring Unit and the Black Start Unit owner shall attempt to come to agreement on the level 
of each component included in the Black Start Service revenue requirements by no later than 
May 14 of each year.  By no later than May 21 of each year, the Black Start Unit owner shall 
notify the Office of the Interconnection and the Market Monitoring Unit in writing whether it 
agrees or disagrees with the Market Monitoring Unit’s determination of the level of each 
component included in the Black Start Service revenue requirements.  The Black Start Unit 
owner may also submit Black Start Service revenue requirements that it chooses to the Office of 
the Interconnection by no later than May 21 of each year, provided that (i) it has participated in 
good faith with the process described in this section and in section III of Attachment M - 
Appendix, (ii) the Black Start Service revenue requirements are no higher than the level defined 
in any agreement reached by the Black Start Unit owner and the Market Monitoring Unit that 
resulted from the foregoing process, and (iii) the Black Start Service revenue requirements are 
accepted by the Office of the Interconnection subject to the criteria set forth in the Tariff and 
PJM Manuals. 
 
The Office of the Interconnection shall determine whether to accept the values submitted by the 
Black Start Unit owner subject to the requirements of the Tariff and the PJM Manuals by no later 
than May 27. If the Office of the Interconnection does not accept the values submitted by the 
Black Start Unit owner in such case, the Black Start Unit owner may file its proposed values 
with the Commission for approval.  Pursuant to section III of Attachment M - Appendix, if the 
Office of the Interconnection accepts the Black Start Service revenue requirements submitted by 
the Black Start Unit owner in such case, the Market Monitoring Unit may petition the 
Commission for an order that would require the Black Start Unit owner to utilize the values 
determined by the Market Monitoring Unit or the Office of the Interconnection or such other 
values as determined by the Commission.  The annual calculation of Black Start Service revenue 
requirements shall become effective on June 1 of each year, except that no change to a Black 
Start Service revenue requirement shall become effective until the existing revenue requirement 
has been effective for at least twelve months.  Notwithstanding the foregoing, the deadlines set 
forth in this section 17 shall not apply to a Black Start Unit owner’s election to select a new 
method of recovery for its Fixed BSSC. 
 
18. The formula for calculating a generator’s annual Black Start Service revenue requirement 
is: 
 

{(Fixed BSSC) + (Variable BSSC) + (Training 
Costs) + (Fuel Storage Costs)} * (1 + Z) 

 

For units that have the demonstrated ability to operate at reduced levels when 
automatically disconnected from the grid, the formula is revised to: 

 
(Training Costs) * (1+ Z) 
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Where: 
 
Fixed BSSC 
 
Black Start Units with a commitment established under Paragraph 5 shall calculate Fixed 
BSSC or “Fixed Black Start Service Costs” in accordance with the following Base 
Formula Rate: 
 
 Base Formula Rate: 
 

  Net CONE *  Black Start Unit Capacity * X 
 

 Where:  
 
“Net CONE” is the then current installed capacity (“ICAP”) net Cost of New 
Entry (expressed in $/MW year) for the CONE Area where the Black Start Unit is 
located. 

 
“Black Start Unit Capacity” is either: (i) the Black Start Unit’s installed capacity, 
expressed in MW, for those Black Start Units that are Generation Capacity 
Resources; or (ii) the awarded MWs in the Transmission Provider’s request for 
proposal process under the PJM Manuals, for those Black Start Units that are 
Energy Resources. 
 
“X” is the Black Start Service allocation factor unless a higher or lower value is 
supported by the documentation of the actual costs of providing Black Start 
Service.  For such units qualifying as Black Start Units on the basis of 
demonstrated ability to operate at reduced levels when automatically disconnected 
from the grid, X shall be zero.  For Black Start Units with a commitment 
established under section 5, X shall be .01 for Hydro units, .02 for CT units. 

 
Black Start Units with a commitment established under Paragraph 6 above shall calculate 
Fixed BSSC or “Fixed Black Start Service Costs” in accordance with one of the 
following formulas, as applicable: 
 

Capital Cost Recovery Rate – NERC-CIP Specific Recovery 
 
 (Net Cone * Black Start NERC-CIP Unit Capacity * X) + (Incremental Black 
Start NERC-CIP Capital Costs * CRF) 
 
Where: 
 

“Net Cone” is the then current installed capacity (“ICAP”) net Cost of New Entry 
(expressed in $/MW year) for the CONE are where the Black Start Unit is 
located. 
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“Black Start NERC-CIP Unit Capacity” is the Black Start Unit’s installed 
capacity, expressed in MW, but, for purposes of this calculation, capped at 100 
MW for Hydro units, or 50 MW for CT units. 
 
“Incremental Black Start NERC-CIP Capital Cost” are those capital costs 
documented by the owner or accepted by the Commission for the incremental 
equipment solely necessary to enable a Black Start Unit to maintain compliance 
with mandatory Critical Infrastructure Protection Reliability Standards (as 
approved by the Commission and administered by the applicable Electric 
Reliability Organization). 
 
“CRF” or “Capital Recovery Factor” is equal to the levelized CRF as set forth in 
the applicable CRF Table set forth below. 
 

A Black Start Unit may elect to terminate forward cost recovery under this Capital Cost 
Recovery Rate – NERC-CIP Specific Recovery at any time and seek cost recovery under 
the Capital Cost Recovery Rate, pursuant to the terms and conditions set forth below. 
 

Capital Cost Recovery Rate 
 

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

 Where: 
 

“FERC-approved rate” is the Black Start Unit’s current FERC-approved recovery of 
costs to provide Black Start Service, if applicable.  To the extent that a Black Start Unit 
owner is currently recovering black start costs pursuant to a FERC-approved rate, that 
cost recovery will be included as a formulaic component for calculating the Black Start 
Unit’s annual revenue requirement pursuant to this paragraph 18.  However, under no 
circumstances will PJM or the Black Start Unit owner restructure or modify that existing 
FERC-approved rate without FERC approval. 
 
“Incremental Black Start Capital Costs” are the new or additional capital costs 
documented by the owner or accepted by the Commission for the incremental equipment 
solely necessary to enable a unit to provide Black Start Service in addition to whatever 
other product or services such unit may provide.  Such costs shall include those incurred 
by a Black Start Unit owner in order to meet NERC Reliability Standards that apply to 
Black Start Units solely on the basis of the provision of Black Start Service by such unit.  
However, Incremental Black Start Capital Costs shall not include any capital costs that 
the Black Start Unit owner is recovering for that unit pursuant to a FERC-approved 
recovery rate. 

 
“CRF” or “Capital Recovery Factor “ is equal to the Levelized CRF based on the age of 
the Black Start Unit, which is modified to provide Black Start Service, as present in the 
CRF Table below: 

 



 

Page 164 

Age of 
Black Start 

Unit 

Term of Black Start 
Commitment 

 
Levelized CRF 

1 to 5 20 0.125 
6 to 10 15 0.146 
11 to 15 10 0.198 

16+ 5 0.363 
 

 
 Or: 
 

 Optionally, a Black Start Unit owner may elect to apply an alternative Capital 
Recovery Factor, in lieu of the age-based CRF Table listed above, which is based upon to 
the expected Capital Improvement Lifespan of the new or additional capital 
improvements (as determined by the applicable depreciation period of the capital 
improvement, as published from time to time by the US Internal Revenue Service).  The 
Applicable Recovery Period and the term of Black Start Service Commitment shall be the 
same and determined by the expected Capital Improvement Lifespan.  In the event that 
the Black Start Unit seeks recovery of capital improvements that are included in more 
than one category of Capital Improvement Lifespan (as set forth below), its Applicable 
Recovery Period and term of commitment to provide black start service for such Black 
Start Unit shall be the longest expected life of those new or additional capital 
improvements. 

 
  
  
  
  
  

Capital Improvement 
Lifespan (years) 

Applicable Recovery 
Period/Term of 

Commitment (years) 

 
Levelized CRF 

16-20 20 0.125 
11-15 15 0.146 
6-10 10 0.198 
1-5 5 0.363 

 
 In those circumstances where a Black Start Unit owner has elected to recover Incremental 
Black Start Capital Costs, in addition to a FERC-approved recovery rate, its applicable term of 
commitment shall be the greater of:  (i) the FERC-approved recovery period, or; (ii) the 
applicable term of commitment as established by the CRF Tables above. 
  
 After a Black Start Unit has recovered its allowable Incremental Black Start Capital 
Costs or Incremental Black Start NERC-CIP Capital Costs, as provided by the applicable Capital 
Cost Recovery Rate, and has satisfied its applicable commitment period required under 
Paragraph 6, the Black Start Unit shall be committed to providing black start in accordance with 
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Paragraph 5 of this Schedule 6A and calculate its Fixed BSSC in accordance with the Base 
Formula Rate. 
 
Variable BSSC  
 

All Black Start Units shall calculate Variable BSSC or “Variable Black Start Service 
Costs” in accordance with the following formula: 
  

  Black Start Unit O&M * Y 
Where: 

 
“Black Start Unit O&M” are the operations and maintenance costs attributable to 
supporting Black Start Service and must equal the annual variable O&M outlined in the 
PJM Cost Development Guidelines set forth in the PJM Manuals. Such costs shall 
include those incurred by a Black Start Owner in order to meet NERC Reliability 
Standards that apply to the Black Start Unit solely on the basis of the provision of Black 
Start Service by unit. 
 
“Y” is 0.01, unless a higher or lower value is supported by the documentation of costs.  If 
a value of Y is submitted for this cost, a (1-Y) factor must be applied to the Black Start 
Unit’s O&M costs on the unit’s cost-based energy schedule, calculated based on the Cost 
Development Guidelines in the PJM Manuals. 
 
For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 
at reduced levels when automatically disconnected from the grid, there are no variable 
costs associated with providing Black Start Service and the value for Variable BSSC 
shall be zero. 
 
Black Start Units with the demonstrated ability to automatically remain operating, at 
reduced levels, when disconnected from the grid may receive NERC compliance costs 
associated with providing Black Start Service in addition to the formula above, if 
approved in accordance with the procedures in Paragraph 17. 
 

Training Costs:  
 

All Black Start Units shall calculate Training Costs in accordance with the following 
formula: 
 
50 staff hours/year/plant*75/hour 

 
Fuel Storage Costs: 

 
Black Start Units that store liquefied natural gas, propane, or oil on site shall calculate 
Fuel Storage Costs in accordance with the following formula:  

 
{MTSL + [(# Run Hours) * (Fuel Burn Rate)]} * 
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(12 Month Forward Strip + Basis) * (Bond Rate)  
 

Where: 
 

Run Hours are the actual number of hours a Transmission Provider requires a 
Black Start Unit to run.  Run Hours shall be at least 16 hours or as defined by the 
Transmission Owner restoration plan, whichever is less. 
 
“Fuel Burn Rate” is actual fuel burn rate for the Black Start Unit. 
 
“12-Month Forward Strip” is the average of forward prices for the fuel burned in 
the Black Start Unit traded the first bBusiness dDay on or following May 1. 
 
“Basis” is the transportation costs from the location referenced in the forward 
price data to the Black Start Unit plus any variable taxes. 
 
“Bond rate” is the value determined with reference to the Moody's Utility Index 
for bonds rated Baa1 reported the first bBusiness dDay on or following May 1. 
 
“MTSL” is the “minimum tank suction level” and shall apply where no direct 
current pumps are available for the Black Start Unit. In the case where more than 
one Black Start Unit shares a common fuel tank, only one Black Start Unit will be 
eligible for the recovery of this volume in its fuel storage cost calculation.  The 
MTSL for the other Black Start Unit(s) sharing the common fuel tank shall be 
zero. 
 

For units qualifying as Black Start Units on the basis of a demonstrated ability to operate 
at reduced levels when automatically disconnected from the grid, there are no associated 
fuel storage costs and the value for FSC shall be zero. 

 
Z  

Z shall be an incentive factor solely for Black Start Units with a commitment established 
under section 5 above and shall be ten percent.  For those Black Start Units that elect to 
recover new or additional Black Start Capital Costs under section 6 above, the incentive 
factor, Z, shall be equal to zero. 
 
Every five years, PJM shall review the formula and its costs components set forth in this 
section, and report on the results of that review to stakeholders.  
 

19. Transmission Provider or its agent shall have the right to independently audit the 
accounts and records of each Black Start Unit that is receiving payments for providing Black 
Start Service.  
 
20. PJM shall notify its Members when a Black Start Unit seeks to recover new or additional 
Black Start NERC-CIP Capital Costs under Paragraph 18 no later than thirty (30) days prior to 
the effective date of the recovery.  At the written request of a PJM Member, made 
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simultaneously to the Market Monitoring Unit and PJM, with notice to the Black Start Unit 
owner, the Market Monitoring Unit shall make available to the affected PJM Member for 
inspection at the offices of the Market Monitoring Unit, all data supporting the requested new or 
additional NERC-CIP specific Capital Costs.  The Black Start Unit owner may elect to attend 
this review.  In all cases, the supporting data is to be held confidential and may not be 
distributed. 
 
21. The Market Monitoring Unit shall include a Black Start Service summary in its annual 
State of the Market report which will set forth a descriptive summary of the new or additional 
Black Start NERC-CIP Capital Costs requested by Black Start Units, and include a list of the 
types of capital costs requested and the overall cost of such capital improvements on an 
aggregate basis such that no data is attributable to an individual Black Start Unit. 
 
Credits 
 
22. Monthly credits are provided to generators that submit to the Transmission Provider their 
annual revenue requirements established pursuant to section 17 of this Schedule 6A.  The 
generator’s monthly credit is equal to 1/12 of its annual Black Start Service revenue requirement 
for eligible critical Black Start Units.  
 
23. Revenue requirements for jointly owned Black Start Units will be allocated to the owners 
based on ownership percentage. 
 
24. Transmission Provider shall not compensate generators for Black Start Service unless 
they meet the Transmission Provider criteria for Black Start Service and the criteria for Black 
Start Service in the Applicable Standards and provide Transmission Provider with all necessary 
data in accordance with this Schedule 6A and the PJM manuals. 
 
Charges 
 
25. Zonal rates will be based on Black Start Service capability or share of generation units 
designated by the Transmission Provider and allocated to network service customers and point-
to-point reservations. 
 
26. Revenue requirements for Black Start Units designated by the Transmission Provider as 
critical (regardless of zonal location) will be allocated to the receiving Transmission Owner’s 
zone.  Black Start Units that are shared and designated to serve multiple zones will have their 
annual revenues allocated by Transmission Owner designated critical load percentage. 
 
27. Purchasers of Black Start Service shall be charged for such service in accordance with the 
following formulae. 
 
Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-
Point Transmission Service to serve Non-Zone Load = Allocation Factor * Total Generation 
Owner Monthly Black Start Service Revenue Requirement 
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Monthly Charge for a purchaser receiving Network Integration Transmission Service or Point-to-
Point Transmission Service to serve Zone Load = Allocation Factor * Zonal Generation Owner 
Monthly Black Start Service Revenue Requirement * Adjustment Factor 
 

Where: 
 
Purchaser serving Non-Zone Load is a Network Customer serving Non-Zone Network 
Load or a Transmission Customer where the Point of Delivery is at the boundary of the 
PJM Region. 
 
Zonal Generation Owner Monthly Black Start Service Revenue Requirement is the sum 
of the monthly share of Black Start Service revenue requirements for each generator 
nominated by the Transmission Owners in that zone. 
 
Total Generation Owner Monthly Black Start Service Revenue Requirement is the sum of 
the Zonal Generation Owner Monthly Black Start Service Revenue Requirements for all 
Zones in the PJM Region. 
 
Allocation Factor is the monthly transmission use of each Network Customer or 
Transmission Customer per Zone or Non-Zone, as applicable, on a megawatt basis 
divided by the total transmission use in the Zone or in the PJM Region, as applicable, on 
a megawatt basis. 
 
For Network Customers, monthly transmission use on a megawatt basis is the sum of a 
Network Customer’s daily values of DCPZ or DCPNZ (as those terms are defined in 
Section 34.1) as applicable, for all days of the month.   
 
For Transmission Customers, monthly transmission use on a megawatt basis is the sum of 
the Transmission Customer’s hourly amounts of Reserved Capacity for each day of the 
month (not curtailed by PJM) divided by the number of hours in the day. 
 
Adjustment Factor is determined as the sum of the total monthly transmission use in the 
PJM Region on a megawatt basis, exclusive of such use by Network Customers and 
Transmission Customers serving Non-Zone Load, divided by the total monthly 
transmission use in the PJM Region on a megawatt basis. 

 
In the event that a single customer is serving load in more than one Zone, or serving Non-Zone 
Load as well as load in one or more Zones, or is both a Network Customer and a Transmission 
Customer, the Monthly Charge for such a customer shall be the sum of the Monthly Charges 
determined by applying the appropriate formulae set forth in this Schedule 6A.  
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SCHEDULE 9-2 
Financial Transmission Rights Administration Service 

 
a) Financial Transmission Rights Administration Service comprises all of the activities of 
PJM associated with administering the Financial Transmission Rights (“FTRs”) provided for 
under Attachment K to this Tariff, including, but not limited to, coordination of FTR bilateral 
trading, administration of FTR auctions, support of PJM’s on-line, Iinternet-based FTR 
transaction reporting tool, and analyses to determine what total combination of FTRs can be 
outstanding and accommodated by the PJM system at a given time.  PJM provides this service to 
entities that hold FTRs or that submit offers to sell or bids to buy FTRs. 
 
b) PJM will charge each user of Financial Transmission Rights Administration Service each 
month a charge equal to: (i) the FTR Service Rate, Component 1, as stated below, times the 
quantity in megawatts of all FTRs held by such user in each hour of such month, summed for 
each hour that such user holds FTRs during such month during the time period such FTR is in 
effect the FTR Holder’s total FTRs in megawatt-hours during such month; plus (ii) the FTR 
Service Rate, Component 2, as stated below, times the sum of (1) the number of hours in all bids 
to buy Financial Transmission Rights Obligations submitted by such user during such month, 
plus (2) five times the number of hours in all  bids to buy Financial Transmission Rights Options 
submitted by such user during such month.  Component 1 of this charge applies to all bids 
submitted into any round of the Long-term, Annual, or monthly FTR Auctions; Component 2 of 
Tthis charge applies to all bids submitted into any round of the Annual FTR Auction and to all 
bids submitted into the applicable monthly FTR Auction. 
 
c) The FTR Service Rate, Component 1 shall be as follows 
 
  Commencing January 1, 2017:  $0.0028 per MWh 
 
  Commencing January 1, 2019:  $0.0029 per MWh 
 
  Commencing January 1, 2020:  $0.0029 per MWh 
 
  Commencing January 1, 2021:  $0.0030 per MWh 
 
  Commencing January 1, 2022:  $0.0031 per MWh 
 
  Commencing January 1, 2023:  $0.0032 per MWh 
 
  Commencing January 1, 2024:  $0.0032 per MWh 
 
d) The FTR Service Rate, Component 2 shall be as follows: 
 
  Commencing January 1, 2017:  $0.0019 per hour 
 
  Commencing January 1, 2019:  $0.0019 per hour 
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  Commencing January 1, 2020:  $0.0020 per hour 
 
  Commencing January 1, 2021:  $0.0020 per hour 
 
  Commencing January 1, 2022:  $0.0021 per hour 
 
  Commencing January 1, 2023:  $0.0021 per hour 
 
  Commencing January 1, 2024:  $0.0022 per hour 
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SCHEDULE 9-3 
Market Support Service 

 
a) Market Support Service comprises all of the activities of PJM associated with supporting 
the operation of the PJM Interchange Energy Market and related functions, as described in 
Schedule 1 of the Operating Agreement and the Appendix to Attachment K to this Tariff, 
including, but not limited to, market modeling and scheduling functions, locational marginal 
pricing support, and support of PJM’s Internet-based customer transaction tools.  PJM provides 
this service to customers using Point-to-Point or Network Integration Transmission Service 
under this Tariff, to Generation Providers, as defined below, and to entities that submit offers to 
sell or bids to buy energy in the PJM Interchange Energy Market. 
 
b) PJM will charge each user of Market Support Service each month a charge equal to the 
sum of:  (i) the MS Service Rate, Component 1, as stated below, times (1) the total quantity in 
MWhs of energy delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or for export from such region during 
such month by such user as a customer under Point-to-Point Transmission Service (other than 
Wheeling-Through Service, as defined below) or Network Integration Transmission Service, 
plus (2) the total quantity in MWhs of energy input into the Transmission System during such 
month by such user as a Generation Provider, as defined below, plus (3) the total quantity in 
MWhs of all accepted Increment Offers and accepted Decrement Bids, and all accepted “Up-to” 
Congestion Transactions submitted pursuant to section 1.10.1A(c) of such Appendix, submitted 
by such user during such month; plus (ii) the MS Service Rate Component 2, as stated below, 
times the number of Bid/Offer Segments, as defined below, submitted by such user during such 
month.  For purposes of this Schedule 9-3, Wheeling-Through Service is Point-to-Point 
Transmission Service for which both the Point of Receipt and the Point of Delivery are at 
interconnections of the PJM Region with other Control Areas. 
 
c) For purposes of this Schedule 9-3, a Generation Provider shall be:  (i) a Generation 
Owner, as such term is defined in the Operating Agreement; provided, however, that if a 
Generation Owner is not the entity credited on PJM’s records for the energy input into the 
Transmission System from the generation facilities owned or leased (with rights equivalent to 
ownership) by such Generation Owner, as, for example, in the case of a qualifying facility selling 
energy to a public utility pursuant to section 210 of the Public Utility Regulatory Policies Act of 
1978, then, with respect to such energy, the Generation Provider shall be the entity credited on 
PJM’s records for the energy input into the Transmission System from such generation facilities; 
(ii) a Network Customer or Point-to-Point Transmission Service Ccustomer, with respect to 
energy arranged by such customer to be delivered for import into the PJM Region; or (iii) a 
Market Seller (as such term is defined in the Operating Agreement) with respect to energy 
arranged by such Market Seller to be delivered for import to the boundaries of the PJM Region 
and for which there is no separately identifiable Transmission Customer.  As the term is used in 
this Schedule 9-3, energy “credited on PJM’s records” does not necessarily mean that a monetary 
credit resulted on any billing statement provided by PJM.   
 
d) For purposes of this Schedule 9-3, a Bid/Offer Segment shall be each price/quantity pair 
submitted into the Day-ahead Energy Market, including those submitted in the generation 
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rebidding period pursuant to section 1.10.9(a) of the Appendix to Attachment K of this Tariff.  
Segments shall be hourly for each bid to purchase energy, each Increment Offer, each Decrement 
Bid, and each “Up-to” Congestion Transaction.  Segments shall be daily for each offer to sell 
other than an Increment Offer.  Each “Up-to” Congestion Transaction also shall be considered a 
Bid/Offer Segment. 
 
e) The MS Service Rate, Component 1 shall be as follows: 
 
  Commencing January 1, 2017:  $0.0463 per MWh 
 
  Commencing January 1, 2019:  $0.0475 per MWh 
 
  Commencing January 1, 2020:  $0.0487 per MWh 
 
  Commencing January 1, 2021:  $0.0499 per MWh 
 
  Commencing January 1, 2022:  $0.0511 per MWh 
 
  Commencing January 1, 2023:  $0.0524 per MWh 
 
  Commencing January 1, 2024:  $0.0527 per MWh 
 
Users charged the MS Service Rate, Component 1, shall receive a credit in the amount the user is 
charged the PJMSettlement Market Service Rate set forth in Schedule 9-PJMSettlement during 
the same billing period. 
 
f) The MS Service Rate, Component 2 shall be as follows: 
 
  Commencing January 1, 2017:  $0.0693 per Bid/Offer Segment  
 
  Commencing January 1, 2019:  $0.0710 per Bid/Offer Segment 
 
  Commencing January 1, 2020:  $0.0728 per Bid/Offer Segment 
 
  Commencing January 1, 2021:  $0.0746 per Bid/Offer Segment 
 
  Commencing January 1, 2022:  $0.0765 per Bid/Offer Segment 
 
  Commencing January 1, 2023:  $0.0784 per Bid/Offer Segment 
 
  Commencing January 1, 2024:  $0.0789 per Bid/Offer Segment 
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SCHEDULE 9-OPSI 
 

OPSI Funding 
 
a) The Organization of PJM States, Inc. (“OPSI”) shall be funded pursuant to this Schedule 
9-OPSI.  This Schedule 9-OPSI recovers PJM’s payments to OPSI as set forth below.   The OPSI 
charge under this Schedule 9-OPSI shall be assessed on all megawatt-hours of transmission 
provided by PJM.  PJM provides this service to customers using Point-to-Point and Network 
Integration Transmission Service under this Tariff. 
 
b) PJM will charge each user each month a charge equal to the OPSI Funding Rate (“OFR”) 
times the total quantity in MWhs of energy delivered during such month by such user as a 
transmission customer under this Tariff. 
 
c) PJM shall submit to the Commission for review and approval the OPSI budget for 
calendar year 2006, an amount totaling $425,000.  Each year thereafter, OPSI shall submit to the 
PJM finance committee an annual budget for the next calendar year no later than June 1st.  The 
OPSI Board will receive comments from the PJM finance committee for consideration until 
September 1st.  OPSI shall submit its final annual budget for the next calendar year to PJM no 
later than September 30th.  PJM shall submit such annual budget to the Commission for 
information (except where such annual budget includes an increase of greater than fifteen 
percent above the budget on file for the current calendar year, in which case PJM shall submit 
the budget to the Commission for review and approval), and post the next calendar year’s OPSI 
budget and resulting OFR on the PJM internet site, no later than October 31st. 
 
d) The OFR shall be calculated each year in accordance with the formula: 
 
 OFR  =  CYOC 
      PJMTHTU 
 
where: 
 

OFR is the OPSI Funding Rate. 
 
Current Year OPSI Charges (“CYOC”) are the costs for OPSI funding determined in 
accordance with the annual budget submitted by OPSI for the year for which OFR is 
being calculated, with said annual budget to take into account any credit or deficiencies 
from the prior year based on OPSI’s actual expenses for the prior year as compared to 
OPSI’s revenues received under this Schedule 9-OPSI for the prior year.  The OPSI 
budget shall include only expenses that are appropriate to and directly related to the 
purposes for which OPSI was formed. 
 
PJM Total Hourly Transmission Usage (“PJMTHTU”) is the estimated total quantity in 
MWhs of energy to be delivered (including losses) under Point-to-Point and Network 
Integration Transmission Service by all customers during the year for which OFR is 
being calculated. 
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e) PJM shall transmit to OPSI, within two (2) bBusiness dDays of receipt thereof, the 
revenue collected under this Schedule 9-OPSI.  If PJM receives advance instruction from OPSI 
to defer the transmittal of revenue collected under this Schedule 9-OPSI, it will hold such 
revenue in its ordinary accounts until instructed by OPSI to release it 
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SCHEDULE 9-CAPS 

CAPS Funding  

 

a) The Consumer Advocates of PJM States, Inc. (“CAPS”), comprised of representatives 
of the State Consumer Advocates, shall be funded pursuant to this Schedule 9 - CAPS. This 
Schedule 9 - CAPS recovers PJM’s payments to CAPS as set forth below. The CAPS charge, 
under this Schedule 9 – CAPS, shall be assessed on all MWhs of energy (including losses) to 
load in the PJM Region.  

b) PJM will charge each customer using Network Integration and Point-to-Point 
Transmission Service under this Tariff each month a charge equal to the CAPS Funding Rate 
(“CFR”) times the total quantity in MWhs of energy delivered to the load (including losses) that 
such customer serves in the PJM Region during such month.   

c) PJM shall submit to the Commission for review and approval the CAPS budget for 
calendar year 2016, an amount totaling $450,000. Each year thereafter, CAPS shall submit to the 
PJM finance committee an annual budget for the next calendar year no later than June 1st. The 
CAPS Board will receive comments from the PJM finance committee for consideration until 
September 1st. CAPS shall submit its final annual budget for the next calendar year to PJM no 
later than September 30th. PJM shall submit such annual budget to the Commission for 
information (except where such annual budget includes an increase of greater than seven and 
one-half percent above the budget on file for the current calendar year, in which case PJM shall 
submit the budget to the Commission for review and approval), and post the next calendar year’s 
CAPS budget and resulting CFR on the PJM internet site, no later than October 31st.  

d) The CFR shall be calculated each year in accordance with the formula:  

CFR = CYCC 

PJMCTHL  

where:  

CFR is the CAPS Funding Rate on a MWH basis.  

Current Year CAPS Charges (“CYCC”) are the costs for CAPS funding determined in 
accordance with the annual budget submitted by CAPS for the year for which CFR is 
being calculated, with said annual budget to take into account any credit or deficiencies 
from the prior year based on CAPS’s actual expenses for the prior year as compared to 
CAPS’s revenues received under this Schedule 9-CAPS for the prior year. The CAPS 
budget shall include only expenses that are appropriate to and directly related to the 
purposes for which CAPS was formed.  
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PJM CAPS Total Hourly Load (“PJMCTHL”) is the estimated total quantity in MWhs of 
energy delivered to load (including losses) in the PJM Region under Network Integration 
and Point-to-Point Transmission Service by all customers during the year for which CFR 
is being calculated. 

e) PJM shall transmit to CAPS, within two (2) bBusiness dDays of receipt thereof, the revenue 
collected under this Schedule 9-CAPS. If PJM receives advance instruction from CAPS to defer 
the transmittal of revenue collected under this Schedule 9 - CAPS, it will hold such revenue in its 
ordinary accounts until release instructions are provided to PJM by CAPS.
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SCHEDULE 9-MMU 
MMU Funding 

 
a) This Schedule 9-MMU shall recover the costs of providing the market monitoring 
functions to the PJM region as specified in Attachment M to this Tariff.  This Schedule 9-MMU 
recovers PJM’s payments to MMU as set forth below.  PJM provides this service to all 
customers using Point-to-Point or Network Integration Transmission Service under this Tariff, to 
all Generation Providers, and to all entities that submit offers to sell or bids to buy energy in the 
PJM Interchange Energy Market. 
 
b) PJM will charge each user of Schedule 9-MMU service each month a charge equal to the 
sum of:  (i) the MMU Service Rate, Component 1, as stated below, times (1) the total quantity in 
MWhs of energy delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or for export from such region during 
such month by such user as a customer under Point-to-Point Transmission Service (other than 
Wheeling-Through Service) or Network Integration Transmission Service, plus (2) the total 
quantity in MWhs of energy input into the Transmission System during such month by such user 
as a Generation Provider, plus (3) the total quantity in MWhs of all accepted Increment Offers 
and accepted Decrement Bids, and all accepted Up-to Congestion Transactions submitted 
pursuant to section 1.10.1A(c) of such Appendix, submitted by such user during such month; 
plus (ii) the MMU Service Rate, Component 2, as stated below, times the number of Bid/Offer 
Segments submitted by such user during such month.   
 
c) For purposes of this Schedule 9-MMU, Wheeling-Through Service, Generation Provider, 
and Bid/Offer Segments shall have the same meanings set forth in Schedule 9-3 of this Tariff.  
 
d) The MMU Services Rate, Component 1 = [0.987 times CYMC]/VOL1; and the MMU 
Services Rate, Component 2 = [0.013 times CYMC]/VOL2, 
 
where 
 
 Current Year MMU Charges (“CYMC”) are the expenses on an accrual basis in 
accordance with generally accepted accounting principles for MMU funding determined in 
accordance with the initial budget amount and thereafter the annual budget approval process set 
forth in Attachment M, for the year for which the charge under this Schedule 9-MMU is being 
calculated, with said annual budget adjusted to take into account the MMU’s prior year deferred 
regulatory liability or deferred regulatory asset balance; provided that, such adjustment shall not 
take account of any actual expenses for the prior year that exceed MMU’s approved annual 
budget for such year, unless the MMU shall have received approval from FERC of an 
amendment to the MMU’s approved annual budget. 
 
 VOL1 is PJM’s estimate of (1) the total quantity in MWhs of energy to be delivered to 
load (including losses and net of operating Behind The Meter Generation, but not to be less than 
zero) in the PJM Region or to be exported from such region under Point-to-Point Transmission 
Service (other than Wheeling-Through Service) or Network Integration Transmission Service 
during the year for which the charge under this Schedule 9-MMU is being calculated, plus (2) 
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the total quantity in MWhs of energy to be input into the Transmission System by Generation 
Providers during the year for which the charge under this Schedule 9-MMU is being calculated 
plus (3) the total quantity in MWhs of all accepted Increment Offers and accepted Decrement 
Bids, as defined in the Appendix to Attachment K of this Tariff, and all accepted Up-to 
Congestion Transactions submitted pursuant to section 1.10.1A(c) of such Appendix, to be 
submitted during the year for which the charge under this Schedule 9-MMU is being calculated. 
 
 VOL2 is PJM’s estimate of the number of Bid/Offer Segments to be submitted during the 
year for which the charge under this Schedule 9-MMU is being calculated. 
 
e) MMU shall document, and advise PJM of, MMU’s actual expenses for the prior year no 
later than March 15, and provide a copy of such documentation to the Finance Committee.  Such 
documentation shall be in a level of supporting detail consistent with that required under Section 
III.E.2 of Attachment M for the annual budget.  MMU further annually shall provide to PJM and 
the Finance Committee audited financial statements of revenues and expenses related solely to 
the services provided to PJM.  This requirement is also duplicated in section IV of Attachment 
M. 
 
f) PJM shall transmit to MMU, within two (2) bBusiness dDays of receipt thereof, the 
revenue collected under this Schedule 9-MMU.   
 
g) If there is any change in the entity contracted to perform the functions of the MMU under 
Attachment M, then PJM shall determine the revenues received by MMU prior to the change of 
MMU and compare them to MMU’s actual expenses prior to the change of MMU (capped at the 
level of MMU’s approved budget, adjusted to reflect only the portion of the year for which the 
MMU provided services prior to the change of MMU).  PJM shall pay MMU any deficiency, or 
MMU shall pay PJM any credit, as indicated by such comparison. Such true-up payments 
associated with any change in the entity performing the functions of the MMU under Attachment 
M shall be charged or credited, as applicable, in the next year’s billings under this Schedule 9-
MMU. 
 
 



 

Page 179 

SCHEDULE 9-PJMSettlement 
PJM Settlement, Inc. Administrative Services 

 
a) PJM Settlement, Inc. (“PJMSettlement”) is the entity that is (i) contracting with 
customers and conducting financial settlements regarding the use of the transmission capacity of 
the Transmission System; (ii) the Counterparty with respect to the agreements and “pool” 
transactions in the centralized markets that PJM Interconnection, L.L.C., as the Transmission 
Provider, administers under the Tariff and Operating Agreement; and (iii) the Counterparty to 
Financial Transmission Rights (“FTRs”) and Auction Revenue Rights instruments held by a 
Market Participant.  PJMSettlement Services comprise all of the activities of PJMSettlement 
associated with PJMSettlement performing the services of being the Counterparty and 
conducting financial settlements.   
 
b) The cost of operating PJMSettlement, including principal and/or depreciation expense, 
interest expense and financing costs, if any, shall be recovered from users of the PJMSettlement 
Services pursuant to the PJMSettlement Market Support Service Rate set forth in this Schedule 
9-PJMSettlement. 
 
c) PJMSettlement Market Support Service Rate:  PJMSettlement will charge customers 
using Point-to-Point or Network Integration Transmission Service under the Tariff, Generation 
Providers, as defined below, and entities that submit offers to sell or bids to buy energy in the 
PJM Interchange Energy Market each month a charge equal to:  the PJMSettlement Market 
Support Service Rate, as stated below, times the sum of (1) the total quantity in MWhs of energy 
delivered to load (including losses and net of operating Behind The Meter Generation, but not to 
be less than zero) in the PJM Region or for export from such region during such month by such 
user as a customer under Point-to-Point Transmission Service (other than Wheeling-Through 
Service, as defined below) or Network Integration Transmission Service, plus (2) the total 
quantity in MWhs of energy input into the Transmission System during such month by such user 
as a Generation Provider, as defined below, plus (3) the total quantity in MWhs of all accepted 
Increment Offers and accepted Decrement Bids, and all accepted Up-to Congestion Transactions 
submitted pursuant to section 1.10.1A(c) of such Appendix, submitted by such user during such 
month  
 

(A) For purposes of this Schedule 9-PJMSettlement, Wheeling-Through Service and 
Generation Provider shall have the same meanings as set forth in Schedule 9-3 of 
this Tariff.  

 
(B) The PJMSettlement Market Support Service Rate is: 

 
  [CYPMSC / VOL] - PQDRLB/ VOLQA] + [PQDRAB/VOLQA] 

 
where 
 
 CYPMSC (Current Year PJMSettlement Market Support Service Costs) is the budgeted 
annual costs of PJMSettlement associated with PJMSettlement services recovered pursuant to 
PJMSettlement’s Market Support Service Rate for the current calendar year.   
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 VOL (Volume) is PJMSettlement’s estimate of the sum of (1) the total quantity in MWhs 
of energy to be delivered to load (including losses and net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region or to be exported from such region 
under Point-to-Point Transmission Service (other than Wheeling-Through Service) or Network 
Integration Transmission Service during the year for which the PJMSettlement Market Support 
Service Rate is being calculated, plus (2) the total quantity in MWhs of energy to be input into 
the Transmission System by Generation Providers during the year for which the PJMSettlement 
Market Support Service Rate is being calculated plus (3) the total quantity in MWhs of all 
accepted Increment Offers and accepted Decrement Bids, as defined in the Appendix to 
Attachment K of this Tariff, and all accepted Up-to Congestion Transactions submitted pursuant 
to section 1.10.1A(c) of such Appendix, to be submitted during the year for which the 
PJMSettlement Market Support Service Rate is being calculated. 
 
 PQDRLB (Prior Quarter Deferred Regulatory Liability Balance) is the cumulative 
deferred regulatory liability balance as of the end of the prior quarter.   
 
 PQDRAB (Prior Quarter Deferred Regulatory Asset Balance) is the cumulative deferred 
regulatory asset balance as of the end of the prior quarter. 
 
 VOLQA (Volume Quarter Adjustment) is PJMSettlement’s estimate of the sum of (1) the 
total quantity in MWhs of energy to be delivered to load (including losses and net of operating 
Behind The Meter Generation, but not to be less than zero) in the PJM Region or to be exported 
from such region under Point-to-Point Transmission Service (other than Wheeling-Through 
Service) or Network Integration Transmission Service during the quarter for which the 
PJMSettlement Market Support Service Rate is being calculated, plus (2) the total quantity in 
MWhs of energy to be input into the Transmission System by Generation Providers during the 
quarter for which the PJMSettlement Market Support Service Rate is being calculated plus 
(3) the total quantity in MWhs of all accepted Increment Offers and accepted Decrement Bids, 
and all accepted Up-to Congestion Transactions submitted pursuant to section 1.10.1A(c) of such 
Appendix, to be submitted during the quarter for which the PJMSettlement Market Support 
Service Rate is being calculated. 
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SCHEDULE 12A 
 

Rights Associated With Cost Responsibility Assignments for Required 
Transmission Enhancements 

 
(a) Incremental Auction Revenue Rights Associated With  Incremental Rights-Eligible 
Required Transmission Enhancements 
 
 (i) Right of Responsible Customers to Incremental Auction Revenue Rights:  
Responsible Customers as defined in Schedule 12 of the Tariff that are Network Customers, 
Transmission Customers with an agreement for Firm Point-To-Point Service, or Merchant 
Transmission Facility owners that are assigned cost responsibility for Incremental Rights-
Eligible Required Transmission Enhancements shall be entitled to receive an allocated share of 
the Incremental Auction Revenue Rights associated with such facility as determined in 
accordance with this section (a) of Schedule 12A.  
 
 (ii) Nature of Incremental Auction Revenue Rights Associated with Incremental 
Rights-Eligible Required Transmission Enhancements:  All Incremental Auction Revenue 
Rights associated with a given Incremental Rights-Eligible Required Transmission Enhancement 
shall have the same source point and the same sink point, as defined in this subsection (a)(ii) and 
determined for each such facility by the Transmission Provider.  Requests for alternative source 
or sink points for such Incremental Auction Revenue Rights shall be invalid.  For each 
Incremental Rights-Eligible Required Transmission Enhancement:  (1) the source point for its 
associated Incremental Auction Revenue Rights shall be an aggregate pricing point comprised of 
up to ten generator busses that have the greatest flow increase effect (measured by distribution 
factors) on the transmission constraint that is relieved by the Incremental Rights-Eligible 
Required Transmission Enhancements; and (2) the sink point for its associated Incremental 
Auction Revenue Rights shall be an aggregate pricing point consisting of the Zone that has the 
greatest flow increase effect (measured by distribution factors) on the constraint that is relieved 
by the Incremental Rights-Eligible Required Transmission Enhancements.   
 
 (iii) Determination of Incremental Auction Revenue Rights Associated with  
Incremental Rights-Eligible Required Transmission Enhancements:  Transmission Provider 
shall determine the Incremental Auction Revenue Rights associated with a given Incremental 
Rights-Eligible Required Transmission Enhancement using the tools described in the Appendix 
to Attachment K of the Tariff, including an assessment of the simultaneous feasibility of any 
such rights with all other outstanding Auction Revenue Rights and Incremental Auction Revenue 
Rights.  Incremental Auction Revenue Rights associated with an Incremental Rights-Eligible 
Required Transmission Enhancement shall be calculated by determining the Incremental Auction 
Revenue Right capability created by such Incremental Rights-Eligible Required Transmission 
Enhancement between the aggregate source and sink points determined as described in 
subsection (a)(ii) of this Schedule 12A.  To determine such capability, Transmission Provider 
first shall determine the base system Auction Revenue Right capability between such aggregate 
source and sink points, excluding the impact of the given Incremental Rights-Eligible Required 
Transmission Enhancements.  The Transmission Provider then shall similarly determine for such 
source and sink points the Auction Revenue Rights capability that includes the impact of the 
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particular Incremental Rights-Eligible Required Transmission Enhancement.  The Incremental 
Auction Revenue Right capability associated with the given Incremental Rights-Eligible 
Required Transmission Enhancement shall be the difference between the Auction Revenue Right 
capability in the base system analysis without the facility and the Auction Revenue Right 
capability in the analysis including the impact of such facility. 
 

(iv) Determinations of Available Incremental Auction Revenue Rights:  For each 
Incremental Rights-Eligible Required Transmission Enhancement, within three months prior to 
the  FTR planning period in which the Eligible Transmission Enhancement comes in-service, the 
Transmission Provider shall determine in accordance with this subsection (a), the available 
Incremental Auction Revenue Rights associated with such facility. 
 
 (v) Duration of Incremental Auction Revenue Rights Associated with 
Incremental Rights-Eligible Required Transmission Enhancements.  The final quantity of 
Incremental Auction Revenue Rights, determined pursuant to subsection (a)(iv) of this Schedule 
12A for a given Incremental Rights-Eligible Required Transmission Enhancement, shall be 
available for allocation to Responsible Customers as of the first day of the first month that the 
Incremental Rights-Eligible Required Transmission Enhancement is included in the transmission 
system model for the monthly Financial Transmission Right  auction and shall continue to be 
available for allocation for thirty (30) years thereafter, or for the life of the associated facility, 
whichever is less, subject to any subsequent pro-rata reduction of all Auction Revenue Rights 
(including Incremental Auction Revenue Rights) in accordance with the Appendix to Attachment 
K of the Tariff.  
 
 (vi) Procedures for Allocating Incremental Auction Revenue Rights to 
Responsible Customers:  Transmission Provider shall allocate to eligible Responsible 
Customers, as specified in subsection (a)(i) of this Schedule 12A, the Incremental Auction 
Revenue Rights associated with each Incremental Rights-Eligible Required Transmission 
Enhancement based on the percentage cost responsibility assigned to Responsible Customers for 
such facility as set forth on a zonal basis in Schedule 12-Appendix to the Tariff.  Network 
Customers within a Zone shall be allocated a share of the Incremental Auction Revenue Rights 
identified for such Zone based on their percentage share, determined daily, of the network 
service peak load of the Zone.  To the extent one or more Transmission Customers with 
agreements for Firm Point-to-Point Transmission Service are assigned costs of such facility 
pursuant to Schedule 12 or other PJM Tariff provisions assigning Schedule 12 costs in a Zone, 
such customer(s) shall be allocated a share of the Incremental Auction Revenue Rights identified 
for such Zone consistent with such Transmission Customer’s assigned Schedule 12 cost 
responsibility.  Incremental Auction Revenue Rights shall be re-allocated annually to reflect the 
annual recalculation of Transmission Enhancement Charges under section (c) of Schedule 12.  
Transmission Provider shall allocate Incremental Auction Revenue Rights that become effective 
after the start of a Planning Period no later than forty-five (45) days before such rights become 
effective.  Transmission Provider shall allocate Incremental Auction Revenue Rights that 
become effective at the start of a Planning Period (including any annual reallocations of such 
rights) in coordination with the annual allocation of Auction Revenue Rights under section 7 of 
the Appendix to Attachment K of this Tariff.  PJM will notify Responsible Customers of such 
allocations in accordance with established PJM procedures.  Where an allocation of Incremental 
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Auction Revenue Rights hereunder is for a full Planning Period, the Responsible Customer may 
decline to accept such allocation.  Incremental Auction Revenue Rights so declined shall not be 
reallocated to other Responsible Customers for such Planning Period. 
 
 (vii) Value of Incremental Auction Revenue Rights:  The value of Incremental 
Auction Revenue Rights that become effective at the start of a Planning Period shall be 
determined in the same manner as annually allocated Auction Revenue Rights based on the nodal 
prices resulting from the annual Financial Transmission Rights auction. The value of Incremental 
Auction Revenue Rights that become effective after the commencement of a Planning Period 
shall be determined on a monthly basis for each month in the Planning Period beginning with the 
month the Incremental Auction Revenue Rights become effective.  The value of such 
Incremental Auction Revenue Rights shall be equal to the megawatt amount of the Incremental 
Auction Revenue Rights multiplied by the LMP differential between the source and sink nodes 
of the corresponding Financial Transmission Rights obligations in each prompt-month Financial 
Transmission Rights auction that occurs from the effective date of the Incremental Auction 
Revenue Rights through the end of the relevant Planning Period.  For each Planning Period 
thereafter, the value of such Incremental Auction Revenue Rights shall be determined in the 
same manner as Incremental Auction Revenue Rights that become effective at the beginning of a 
Planning Period. 
 
(b) Incremental Capacity Transfer Rights Associated With Incremental Rights-Eligible 
Required Transmission Enhancements. 
 
 (i) Right of Responsible Customers to Receive Incremental Capacity Transfer 
Rights:  Responsible Customers, as defined in Schedule 12 of the Tariff, that are 
 
 Network Customers, Transmission Customers with an agreement for Firm Point-To-Point 
Service, or Merchant Transmission Facility owners, and that are assigned cost responsibility for 
an Incremental Rights-Eligible Required Transmission Enhancement shall be allocated a share of 
the Incremental Capacity Transfer Rights associated with such facility as determined by the 
Transmission Provider in accordance with this section (b) of Schedule 12A. 
 
 (ii) Determination of Incremental Capacity Transfer Rights Associated with 
Incremental Rights-Eligible Required Transmission Enhancements: For each Incremental 
Rights-Eligible Required Transmission Enhancement, the megawatt quantity of the Incremental 
Capacity Transfer Rights associated with such facility shall be the megawatt increase in Capacity 
Emergency Transfer Limit (as defined in the Reliability Assurance Agreement) into a Locational 
Deliverability Area provided by such facility.  In the event that an Incremental Rights-Eligible 
Required Transmission Enhancement provides simultaneous increases in Capacity Emergency 
Transfer Limits into multiple Locational Deliverability Areas (under capacity emergency study 
conditions), separate Incremental Capacity Transfer Rights shall be determined for each such 
Locational Deliverability Area, equal to the respective increase in the Capacity Emergency 
Transfer Limit into each such Locational Deliverability Area.   
 
 (iii) Determination Procedure and Duration of Incremental Capacity Transfer 
Rights:  Transmission Provider shall determine the Incremental Capacity Transfer Rights 
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associated with a given Incremental Rights-Eligible Required Transmission Enhancement prior 
to the conduct of the Base Residual Auction for the first Delivery Year for which such facility is 
to be in service, and shall identify such Incremental Capacity Transfer rights in the informational 
posting required by section 5.11 of Attachment DD to the Tariff.  No Incremental Capacity 
Transfer Rights for Regional Facilities and Necessary Lower Voltage Facilities shall become 
available prior to the Delivery Year that starts June 1, 2012.  No Incremental Capacity Transfer 
Rights for Lower Voltage Facilities shall become available prior to the Delivery Year that starts 
June 1, 2013.  Once so established, Incremental Capacity Transfer Rights for an Incremental 
Rights-Eligible Required Transmission Enhancement shall be available for allocation to 
Responsible Customers for thirty (30) years or the life of the project, whichever is less; provided, 
however, that Incremental Capacity Transfer Rights may be limited for any Delivery Year as 
provided in section 5.16 of Attachment DD to the Tariff. 
 
 (iv) Allocation of Incremental Capacity Transfer Rights to Responsible 
Customers:  Transmission Provider shall allocate to each Responsible Customer a share of the 
Incremental Capacity Transfer Rights associated with each Incremental Rights-Eligible Required 
Transmission Enhancement for which the Responsible Customer has been assigned cost 
responsibility pursuant to Schedule 12 of the Tariff.  The megawatt quantity of Incremental 
Capacity Transfer Rights allocated to Responsible Customers shall be based on the percentage 
cost responsibility assigned to the Responsible Customers for the particular facility as set forth in 
Schedule 12-Appendix to the Tariff.  During the Delivery Year, Network Customers within a 
Zone that are Responsible Customers shall be allocated Incremental Capacity Transfer Rights 
based on their percentage share, determined daily of the network service peak load of the Zone.  
To the extent one or more Transmission Customers with agreements for Firm Point-to-Point 
Transmission Service are assigned costs of such facility pursuant to Schedule 12 or other PJM 
Tariff provisions assigning Schedule 12 costs in a Zone, such customer(s) shall be allocated a 
share of Incremental Capacity Transfer Rights identified for such Zone consistent with such 
Transmission Customer’s assigned Schedule 12 cost responsibility.  Incremental Capacity 
Transfer Rights shall be re-allocated annually to reflect the annual recalculation of Transmission 
Enhancement Charges under section (c) of Schedule 12. 
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1.5A Economic Load Response Participant. 
 
As used in this section 1.5A, the term “end-use customer” refers to an individual location or 
aggregation of locations that consume electricity as identified by a unique electric distribution 
company account number. 
 
1.5A.1 Qualification. 
 
A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment 
Service Provider that has the ability to cause a reduction in demand as metered on an electric 
distribution company account basis (or for non-interval metered residential Direct Load Control 
customers, as metered on a statistical sample of electric distribution company accounts utilizing 
current data, as described in the PJM Manuals) or has an On-Site Generator that enables demand 
reduction may become an Economic Load Response Participant by complying with the 
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other 
applicable federal, state and local regulatory entities together with this section 1.5A including, 
but not limited to, section 1.5A.3.  A Member or Special Member may aggregate multiple 
individual end-use customer sites to qualify as an Economic Load Response Participant, subject 
to the requirements of Section 1.5A.10. 
 
1.5A.2 Special Member. 
 
Entities that are not Members and desire to participate solely in the Real-time Energy Market by 
reducing demand may become a Special Member by paying an annual membership fee of $500 
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed 
$5,000 in a calendar year.  For entities that become Special Members pursuant to this section, the 
following obligations are waived:  (1) the $1,500 membership application fee set forth in section 
1.4.3 of this Agreement; (ii) liability under section 15.2 of this Agreement for Member defaults; 
(iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control center 
coverage.  In addition, such Members shall not have voting privileges in committees or sector 
designations, and shall not be permitted to form user groups.  On January 1 of a calendar year, a 
Special Member under this section, at its sole election, may become a Member rather than a 
Special Member subject to all rules governing being a Member, including regular application and 
membership fee requirements. 
 
1.5A.3 Registration. 
 
1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services 
Market, Economic Load Response Participants must complete either the Economic Load 
Response or Economic Load Response Regulation Only Registration Form posted on the Office 
of the Interconnection’s website and submit such form to the Office of the Interconnection for 
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set 
forth in the PJM Manuals.  Notwithstanding the below sub-provisions, Economic Load Response 
Regulation Only registrations and Economic Load Response residential customer registrations 
not participating in the Day-ahead Energy Market will not require the identification of the 
relevant Load Serving Entity, nor will such relevant Load Serving Entity be notified of such 
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registration or requested to verify such registration.  All other below sub-provisions apply 
equally to Economic Load Response Regulation Only registrations, and Economic Load 
Response residential customer registrations not participating in the Day-ahead Energy Market, as 
well as Economic Load Response registrations. 
 
 a. For end-use customers of an electric distribution company that distributed more 
than 4 million MWh in the previous fiscal year: 
 

i. After confirming that an entity has met all of the qualifications to be an Economic 
Load Response Participant, the Office of the Interconnection shall notify the  
relevant electric distribution company or Load Serving Entity, as determined 
based upon the type of registration submitted (i.e., either an Economic Load 
Response registration, Economic Load Response residential customer 
registrations not participating in the Day-ahead Energy Market,  or an Economic 
Load Response Regulation Only registration), of an Economic Load Response 
Participant’s registration and request verification as to whether the load that may 
be reduced is subject to another contractual obligation or to laws or regulations of 
the Relevant Electric Retail Regulatory Authority that prohibit or condition the 
end-use customer’s participation in PJM’s Economic Load Response Program.  
The relevant electric distribution company or Load Serving Entity shall have ten 
bBusiness dDays to respond.  A relevant electric distribution company or Load 
Serving Entity which seeks to assert that the laws or regulations of the Relevant 
Electric Retail Regulatory Authority prohibit or condition (which condition the 
electric distribution company or Load Serving Entity asserts has not been 
satisfied) the end-use customer's participation in PJM’s Economic Load Response 
program shall provide to PJM, within the referenced ten bBusiness dDay review 
period, either:  (a) an order, resolution or ordinance of the Relevant Electric Retail 
Regulatory Authority prohibiting or conditioning the end-use customer's 
participation, (b) an opinion of the Relevant Electric Retail Regulatory 
Authority’s legal counsel attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer's participation, or (c) an opinion 
of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law prohibiting or 
conditioning the end-use customer's participation. 

 
ii. In the absence of a response from the relevant electric distribution company or 

Load Serving Entity within the referenced ten bBusiness dDay review period, the 
Office of the Interconnection shall assume that the load to be reduced is not 
subject to other contractual obligations or to laws or regulations of the Relevant 
Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer’s participation in PJM’s Economic Load Response Program, and the 
Office of the Interconnection shall accept the registration, provided it meets the 
requirements of this section 1.5A. 

 
 b. For end-use customers of an electric distribution company that distributed  4 
million MWh or less in the previous fiscal year: 
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i. After confirming that an entity has met all of the qualifications to be an Economic 

Load Response Participant, the Office of the Interconnection shall notify the 
relevant electric distribution company or Load Serving Entity, as determined 
based upon the type of registration submitted (i.e., either an Economic Load 
Response registration, Economic Load Response residential customer 
registrations not participating in the Day-ahead Energy Market,  or an Economic 
Load Response Regulation Only registration), of an Economic Load Response 
Participant’s registration and request verification as to whether the load that may 
be reduced is permitted to participate in PJM’s Economic Load Response 
Program.  The relevant electric distribution company or Load Serving Entity shall 
have ten bBusiness dDays to respond.  If the relevant electric distribution 
company or Load Serving Entity verifies that the load that may be reduced is 
permitted or conditionally permitted (which condition the electric distribution 
company or Load Serving Entity asserts has been satisfied) to participate in the 
Economic Load Response Program, then the electric distribution company or the 
Load Serving Entity must provide to the Office of the Interconnection within the 
referenced ten bBusiness dDay review period evidence from the Relevant Electric 
Retail Regulatory Authority permitting or conditionally permitting the Economic 
Load Response Participant to participate in the Economic Load Response 
Program.  Evidence from the Relevant Electric Retail Regulatory Authority 
permitting the Economic Load Response Participant to participate in the 
Economic Load Response Program shall be in the form of either: (a) an order, 
resolution or ordinance of the Relevant Electric Retail Regulatory Authority 
permitting or conditionally permitting the end-use customer's participation, (b) an 
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer's participation, or (c) an opinion of the state 
Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 
attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer's participation. 

 
ii. In the absence of a response from the relevant electric distribution company or 

Load Serving Entity within the referenced ten bBusiness dDay review period, the 
Office of the Interconnection shall reject the registration.  If it is able to do so in 
compliance with section 1.5A hereof, including section 1.5A.3, the Economic 
Load Response Participant may submit a new registration for consideration if a 
prior registration has been rejected pursuant to this subsection. 

 
2. In the event that the end-use customer is subject to another contractual obligation, special 
settlement terms may be employed to accommodate such contractual obligation.  The Office of 
the Interconnection shall notify the end-use customer or appropriate Curtailment Service 
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic 
Load Response Participant has or has not met the requirements of this section 1.5A.  An end-use 
customer that desires not to be simultaneously registered to reduce demand under the Emergency 
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
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day advance notice to the Office of the Interconnection, may switch its registration for reducing 
demand, if it has been registered to reduce load for 15 consecutive days under its current 
registration. 
 
1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009 
 
1. For end-use customers of an electric distribution company that distributed more than 4 
million MWh in the previous fiscal year: 
 
 a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale 
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC ¶ 61,059 
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority 
law or regulation prohibiting or conditioning (which condition the electric distribution company 
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in 
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s 
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be 
deemed to be terminated upon an electric distribution company or Load Serving Entity 
submitting to the Office of the Interconnection either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s 
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law prohibiting or conditioning the end-use 
customer’s participation, or (c) an opinion of the state Attorney General, on behalf of the 
Relevant Electric Retail Regulatory Authority, attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer’s participation.   
 

i. For registrations terminated pursuant to this section, all Economic Load 
Response Participant activity incurred prior to the termination date of the 
registration shall be settled by PJMSettlement in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM 
Manuals. 

 
2. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
 
 a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing 
Economic Load Response Participant's registration submitted to the Office of the Interconnection 
prior to August 28, 2009, will be deemed to be terminated unless an electric distribution 
company or Load Serving Entity verifies that the existing registration is permitted or 
conditionally permitted (which condition the electric distribution company or Load Serving 
Entity asserts has been satisfied) to participate in the Economic Load Response Program and 
provides evidence to the Office of the Interconnection documenting that the permission or 
conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail 
Regulatory Authority.  If the electric distribution company or Load Serving Entity verifies that 
the existing registration is permitted or conditionally permitted (which condition the electric 
distribution company or Load Serving Entity asserts has been satisfied) to participate in the 
Economic Load Response Program, then, within ten bBusiness dDays of verifying such 
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permission or conditional permission, the electric distribution company or Load Serving Entity 
must provide to the Office of the Interconnection evidence from the Relevant Electric Retail 
Regulatory Authority permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program.  Evidence from the Relevant 
Electric Retail Regulatory Authority permitting or conditionally permitting the Economic Load 
Response Participant to participate in the Economic Load Response Program shall be in the form 
of either: (a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory 
Authority permitting or conditionally permitting the end-use customer’s participation, (b) an 
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the 
existence of a regulation or law permitting or conditionally permitting the end-use customer’s 
participation, or (c) an opinion of the state Attorney General, on behalf of the Relevant Electric 
Retail Regulatory Authority, attesting to the existence of a regulation or law permitting or 
conditionally permitting the end-use customer’s participation. 
 

i. For registrations terminated pursuant to this section, all Economic Load 
Response Participant activity incurred prior to the termination date of the 
registration shall be settled by PJMSettlement in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM 
Manuals. 

 
3. All registrations submitted to the Office of the Interconnection on or after August 28, 
2009, including requests to extend existing registrations, will be processed by the Office of the 
Interconnection in accordance with the provisions of section 1.5A, including section 1.5A.3. 
 
1.5A.3. 02 Economic Load Response Regulation Only Registrations. 
 
An Economic Load Response Regulation Only registration allows end-use customer 
participation in the Regulation market only, and may be submitted by a Curtailment Service 
Provider that is different than the Curtailment Service Provider that submits an Emergency Load 
Response Program registration, Pre-Emergency Load Response Program registration or 
Economic Load Response registration for the same end-use customer. An end-use customer that 
is registered as Economic Load Response Regulation Only shall not be permitted to register 
and/or participate in any other Ancillary Service markets at the same time, but may have a 
second, simultaneously existing Economic Load Response registration to participate in the PJM 
Interchange Energy Market as set forth in the PJM Manuals. 
 
1.5A.4 Metering and Electronic Dispatch Signal. 
 
a) The Curtailment Service Provider is responsible for ensuring that end-use customers have 
metering equipment that provides integrated hourly kWh values on an electric distribution 
company account basis.  For non-interval metered residential customers not participating in the 
pilot program under section 1.5A.7, the Curtailment Service Provider must ensure that a 
representative sample of residential customers has metering equipment that provides integrated 
hourly kWh values on an electric distribution company account basis, as set forth in the PJM 
Manuals.  The metering equipment shall either meet the electric distribution company 
requirements for accuracy, or have a maximum error of two percent over the full range of the 
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metering equipment (including potential transformers and current transformers) and the metering 
equipment and associated data shall meet the requirements set forth herein and in the PJM 
Manuals. End-use customer reductions in demand  must be  metered by recording integrated 
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and 
comparing actual metered load to its Customer Baseline Load, calculated pursuant to section 
3.3A of this Schedule, or on an alternative metering basis approved by the Office of the 
Interconnection and agreed upon by all relevant parties, including any Curtailment Service 
Provider, electric distribution company and end-use customer.  To qualify for compensation for 
such load reductions that are not metered directly by the Office of the Interconnection, hourly 
data reflecting meter readings for each day during which the load reduction occurred and all 
associated days to determine the reduction must be submitted to the Office of the Interconnection 
in accordance with the PJM Manuals within 60 days of the load reduction. 
 
Curtailment Service Providers that have end-use customers that will participate in the Regulation 
market may be permitted to use Sub-metered load data instead of load data at the electric 
distribution company account number level for Regulation measurement and verification as set 
forth in the PJM Manuals and subject to the following:  
 

a. Curtailment Service Providers, must clearly identify for the Office of the 
Interconnection all electrical devices that will provide Regulation and identify all 
other devices used for similar processes within the same Location that will not 
provide Regulation.  The Location must contribute to management of frequency 
control on the PJM electric grid or PJM shall deny use of Sub-metered load data 
for the Location. 

 
b. If the registration to participate in the Regulation market contains an aggregation 

of Locations, the relevant Curtailment Service Provider will provide the Office of 
the Interconnection with load data for each Location’s Sub-meter through an 
after-the-fact load data submission process.   
 

c. The Office of the Interconnection may conduct random, unannounced audits of all  
Locations that are registered to participate in the Regulation market to ensure that 
devices that are registered by the Curtailment Service Providers as providing  
Regulation service are not otherwise being offset by a change in usage of other 
devices within the same Location. 

 
d. The Office of the Interconnection may suspend the Regulation market activity of 

Economic Load Response Participants, including Curtailment Service Providers, 
that do not comply with the Economic Load Response and Regulation market 
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the 
matter to the Independent Market Monitor and/or the Federal Energy Regulatory 
Commission Office of Enforcement.  

 
b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that 
Economic Load Response Participants maintain, the capability to receive and act upon an 
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electronic dispatch signal from the Office of the Interconnection in accordance with any 
standards and specifications contained in the PJM Manuals. 
 
1.5A.5 On-Site Generators. 
 
An Economic Load Response Participant that intends to use an On-Site Generator for the 
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent 
to the Office of the Interconnection in writing that it holds all necessary environmental permits 
applicable to the operation of the On-Site Generator.  Unless notified otherwise, the Office of the 
Interconnection shall deem such representation applies to each time the On-Site Generator is 
used to reduce demand to enable participation in the PJM Interchange Energy Market and that 
the On-Site Generator is being operated in compliance with all applicable permits, including any 
emissions, run-time limits or other operational constraints that may be imposed by such permits. 
 
1.5A.6 Variable-Load Customers. 
 
The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days 
provided by the Market Participant in the registration process; provided, however, that any 
alternative means of making such determination when 60 days of data is not available shall be 
subject to review and approval by the Office of the Interconnection and provided further that 60 
days of hourly load data shall not be required on an individual customer basis for non-interval 
metered residential or Small Commercial Customers that provide Economic Load Response 
through a direct load control program under which an electric distribution company, Load 
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any 
action by such customer to reduce load.  Non-Variable Loads shall be those for which the 
Customer Baseline Load calculation and adjustment methods prescribed by sections 3.3A.2 and 
3.3A.3 result in a relative root mean square hourly error of twenty percent or less compared to 
the actual hourly loads based on the hourly load data provided in the registration process and 
using statistical methods prescribed in the PJM Manuals.  All other loads shall be Variable 
Loads. 
 
1.5A.7 Non-Hourly Metered Customer Pilot. 
 
Non-hourly metered customers may participate in the PJM Interchange Energy Market as 
Economic Load Response Participants on a pilot basis under the following circumstances.  The 
Curtailment Service Provider or PJM must propose an alternate method for measuring hourly 
demand reductions.  The Office of the Interconnection shall approve alternate measurement 
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection 
(“Pilot Period”).  Demand reductions by non-hourly metered customers using alternate 
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of 
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program 
and the PJM Interchange Energy Market or Synchronized Reserve market.  With the sole 
exception of the requirement for hourly metering as set forth in Section 1.5A.4 of this Schedule, 
non-hourly metered customers that qualify as Economic Load Response Participants pursuant to 
this section 1.5A.7 shall be subject to the rules and procedures for participation by Economic 
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Load Response Participants in the PJM Interchange Energy Market, including, without 
limitation, the Net Benefits Test and the requirement for dispatch by the Office of the 
Interconnection.  Following completion of a Pilot Period, the alternate method shall be evaluated 
by the Office of the Interconnection to determine whether such alternate method should be 
included in the PJM Manuals as an accepted measurement mechanism for demand reductions in 
the PJM Interchange Energy Market. 
 
1.5A.8 Batch Load Demand Resource Provision of Synchronized Reserve or Day-ahead 
Scheduling Reserves. 
 
  (a) A Batch Load Demand Resource may provide Synchronized Reserve or Day-
ahead Scheduling Reserves in the PJM Interchange Energy Market provided it has pre-qualified 
by providing the Office of the Interconnection with documentation acceptable to the Office of 
the Interconnection that shows six months of one minute incremental load history of the Batch 
Load Demand Resource, or in the event such history is unavailable, other such information or 
data acceptable to the Office of the Interconnection to demonstrate that the resource meets the 
definition of “Batch Load Demand Resource” pursuant to section 1.3.1A.001 of this Schedule.  
This requirement is a one-time pre-qualification requirement for a Batch Load Demand 
Resource. 
 
  (b) Batch Load Demand Resources may provide up to 20 percent of the total system-
wide PJM Synchronized Reserve requirement in any hour, or up to 20 percent of the total 
system-wide Day-ahead Scheduling Reserves requirement in any hour; provided, however, that 
in the event the Office of the Interconnection determines in its sole discretion that satisfying 20 
percent of either such requirement from Batch Load Demand Resources is causing or may cause 
a reliability degradation, the Office of the Interconnection may reduce the percentage of either 
such requirement that may be satisfied by Batch Load Demand Resources in any hour to as low 
as 10 percent.  This reduction will be effective seven days after the posting of the reduction on 
the PJM website.  Notwithstanding anything to the contrary in this Agreement, as soon as 
practicable, the Office of the Interconnection unilaterally shall make a filing under section 205 of 
the Federal Power Act to revise the rules for Batch Load Demand Resources so as to continue 
such reduction.  The reduction shall remain in effect until the Commission acts upon the Office 
of the Interconnection’s filing and thereafter if approved or accepted by the Commission. 
 
  (c) A Batch Load Demand Resource that is consuming energy at the start of a 
Synchronized Reserve Event, or, if committed to provide Day-ahead Scheduling Reserves, at the 
time of a dispatch instruction from the Office of the Interconnection to reduce load, shall respond 
to the Office of the Interconnection’s calling of a Synchronized Reserve Event, or to such 
instruction to reduce load, by reducing load as quickly as it is capable and by keeping its 
consumption at or near zero megawatts for the entire length of the Synchronized Reserve Event 
following the reduction, or, in the case of Day-ahead Scheduling Reserves, until a dispatch 
instruction that load reductions are no longer required.  A Batch Load Demand Resource that has 
reduced its consumption of energy for its production processes to minimal or zero megawatts 
before the start of a Synchronized Reserve Event (or, in the case of Day-ahead Scheduling 
Reserves, before a dispatch instruction to reduce load) shall respond to the Office of the 
Interconnection’s calling of a Synchronized Reserve Event (or such instruction to reduce load) 
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by reducing any load that is present at the time the Synchronized Reserve Event is called (or at 
the time of such instruction to reduce load) as quickly as it is capable, delaying the restart of its 
production processes, and keeping its consumption at or near zero megawatts for the entire 
length of the Synchronized Reserve Event following any such reduction (or, in the case of Day-
ahead Scheduling Reserves, until a dispatch instruction that load reductions are no longer 
required).  Failure to respond as described in this section shall be considered non-compliance 
with the Office of the Interconnection’s dispatch instruction associated with a Synchronized 
Reserve Event, or as applicable, associated with an instruction to a resource committed to 
provide Day-ahead Scheduling Reserves to reduce load. 
 
1.5A.9 Day-ahead and Real-time Energy Market Participation. 
 
Economic Load Response Participants shall be compensated under section 3.3A.5 and 3.3A.6 
only if they participate in the Day-ahead or Real-time Energy Markets as a dispatchable 
resource. 
 
1.5A.10 Aggregation for Economic Load Response  Registrations. 
 
The purpose for aggregation is to allow the participation of End-Use Customers in the Energy 
Market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis or can provide less than 0.1 
megawatt of demand response in the Day-Ahead Scheduling Reserve, Synchronized Reserve or 
Regulation  markets when they currently have no alternative opportunity to participate on an 
individual basis. Aggregations pursuant to Section 1.5A.1 shall be subject to the following 
requirements: 
 

 i. All End-Use Customers in an aggregation shall be specifically identified; 
 
 ii. All End-Use Customers in an aggregation shall be served by the same 
electric distribution company or Load Serving Entity where the electric distribution 
company is the Load Serving Entity for all End-Use Customers in the aggregation.  
Residential customers that are part of an aggregate that does not participate in the Day- 
Ahead Energy Market do not need to share the same Load Serving Entity.  If the 
aggregation will provide Synchronized Reserves, all customers in the aggregation must 
also be part of the same Synchronized Reserve sub-zone; 
 
 iii. All End-Use Customers in an aggregation that settle at Transmission 
Zone, existing load aggregate, or node prices shall be located in the same Transmission 
Zone, existing load aggregate or at the same node, respectively; 
 
 iv. A single CBL for the aggregation shall be used to determine settlements 
pursuant to Sections 3.3A.5 and 3.3A.6; 
 
 v. If the aggregation will only provide energy to the market then only one 
End-Use Customer within the aggregation shall have the ability to reduce more than 
0.099 megawatt of load unless the Curtailment Service Provider, Load Serving Entity and 
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PJM approve. If the aggregation will provide an Ancillary Service to the market then 
only one End-Use Customer within the aggregation shall have the ability to reduce more 
than 0.099 megawatt of load unless the Curtailment Service Provider, Load Serving 
Entity and PJM approve; 
 
 vi. Each End-Use Customer site must meet the requirements for market 
participation by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for energy or the 0.1 megawatt minimum load reduction requirement for 
Ancillary Services; and 
 
 vii. An End-Use Customer’s participation in the Energy and Ancillary 
Services markets shall be administered under one economic registration. 
 

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations 
The purpose for aggregation is to allow the participation of end-use customers in the Regulation 
market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis. Aggregations pursuant to Section 
1.5A.1 shall be subject to the following requirements: 
 

i. All end-use customers in an aggregation shall be specifically identified; 
ii. All end-use customers in the aggregation must be served by the same electric 

distribution company and must also be part of the same Transmission Zone; and  
iii. Each end-use customer site must meet the requirements for market participation 

by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for Regulation service. 

 
1.5A.11 Reporting 
 
  (a) PJM will post on its website a report of demand response activity, and will 
provide a summary thereof to the PJM Markets and Reliability Committee on an annual basis. 
 
  (b) As PJM receives evidence from the electric distribution companies or Load 
Serving Entities pursuant to section 1.5A.3, PJM will post on its website a list of those Relevant 
Electric Retail Regulatory Authorities that the electric distribution companies or Load Serving 
Entities assert prohibit or condition retail participation in PJM’s Economic Load Response 
Program together with a corresponding reference to the Relevant Electric Retail Regulatory 
Authority evidence that is provided to PJM by the electric distribution companies or Load 
Serving Entities.
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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 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 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. 
 
  (a) In performing 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 each Applicable Regional Entity, (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 
PJM 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 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 and PJMSettlement 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 interruption of load, Price Responsive Demand, Demand Resources, 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.  Market 
Participants that request additional information or communications system access or connections 
beyond those which are required by the Office of the Interconnection for reliability in the 
operation of the LLC or the Office of the Interconnection, including but not limited to PJMnet or 
Internet SCADA connections, shall be solely responsible for the cost of such additional access 
and connections and for purchasing, leasing, installing and maintaining any associated facilities 
and equipment, which shall remain the property of the Market Participant. 
 
  (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 and PJMSettlement 
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. 
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  (f) 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, however, no Market Participant shall be required to take any action that is 
inconsistent with Good Utility Practice or applicable law. 
 
  (g) 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 PJM 
Manuals. 
 
  (h) 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 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. 
 
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, and as may be further described in the PJM Manuals, 
for the scheduling and completion of transactions in the PJM Interchange Energy Market and the 
maintenance of the reliable operation of the PJM Region, and shall be sufficient to enable (i) a 
Market Seller or an Economic Load Response Participant to perform all 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. 
 
  (a) 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 (taking into account any reductions to such requirements in 
accordance with PRD Curves properly submitted by PRD Providers), as well as the requirements 
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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), the Joint Operating Agreement Among and Between New York 
Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 
No. 45), 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 PJM 
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 in an hour, shall be calculated by the Office of 
the Interconnection, and collected by PJMSettlement, and the revenues therefrom shall be 
disbursed by PJMSettlement 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 
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this Schedule.  PJMSettlement shall not be a contracting party with respect to such self-
scheduled or self-supplied transactions. 
 
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 PJM 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. 
 
  (a) Bilateral Transactions. 
 

(i) 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 InSchedule and ExSchedule tools.   

 
 (ii) 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 PJM 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 or be construed to define PJMSettlement as a contracting party to any 
bilateral transactions between Market Participants. 

 
 (iii)  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)  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 
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billed or settled by the Office of the Interconnection or PJMSettlement. The LLC, 
PJMSettlement, and the Members will not assume financial responsibility for the failure 
of a party to perform obligations owed to the other party under 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, 

PJMSettlement, 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 PJMSettlement by the seller under the bilateral 
contract, as determined by the Office of the Interconnection. Upon any default in 
obligations to the LLC or PJMSettlement by a Market Participant, the Office of the 
Interconnection shall (i) not accept any new InSchedule or ExSchedule reporting by the 
Market Participant and (ii) terminate all of the Market Participant’s InSchedules and 
ExSchedules 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 InSchedules and ExSchedules 
associated with bilateral contracts between buyer and seller previously reported to the 
Office of the Interconnection.  PJMSettlement 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 PJMSettlement 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 Dynamic Transfers pursuant to Section 1.12 and that are curtailed or interrupted for any 
reason (except for curtailments or interruptions through 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 from the 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: 
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(i) 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 of a 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. 

 
(ii) 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.  In the 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 II of the PJM 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.  

 
(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. 
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 (a) The Office of the Interconnection, with the assistance of the Members’ 
dispatchers as it may request, shall be responsible for monitoring the operation of the PJM 
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 Entity 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 and PJMSettlement 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 in a Control Zone solely to address capacity deficiencies in another 
Control Zone.  This subsection 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, and for additional 
services they request from the LLC, PJMSettlement or the Office of the Interconnection that are 
not required for the operation of the LLC or 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 Manuals. 
 
The Office of the Interconnection shall be responsible for maintaining, updating, and 
promulgating the PJM 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 conform and comply with this Agreement, NERC operating policies, and 
Applicable Regional Entity 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 
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 of the 
Interconnection Control Center, and each Market Participant hereby consents to such recording. 
 
1.7.17 Operating Reserves. 
 
  (a) 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 in the PJM Manuals.  Reserve levels are probabilistically determined based 
on the season’s historical load forecasting error and forced outage rates. 
 
  (c) 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 II.B of Attachment M - Appendix. A nuclear generation resource 
(i) must submit a risk premium consistent with its agreement under such process, or, (ii) if it has 
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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. 
 

 (d) PJMSettlement shall be the Counterparty to the purchases and sales of Operating 
Reserve in the PJM Interchange Energy Market. 

 
1.7.18 Regulation. 
 
  (a) 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 PJM 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. 
 
  (c) The Regulation range of a generation unit or demand resource shall be at least 
twice the amount of Regulation assigned as described in the PJM Manuals. 
 
  (d) A resource capable of automatic energy dispatch that is also providing Regulation 
shall have its energy dispatch range reduced by at least twice the amount of the Regulation 
provided with consideration of the Regulation limits of that resource, as specified in the PJM 
Manuals. 
 
  (e) Qualified Regulation must satisfy the measurement and 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. 
 
  (a) Synchronized Reserve can be supplied from non-emergency generation resources 
and/or Demand Resources located within the metered boundaries of the PJM Region.  All on-line 
non-emergency generation resources providing energy are deemed to be available to provide Tier 
1 Synchronized Reserve and Tier 2 Synchronized Reserve to the Office of the Interconnection, 
as applicable to the capacity resource’s capability to provide these services.  During periods for 
which the Office of the Interconnection has issued a Primary Reserve Warning, Voltage 
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Reduction Warning or Manual Load Dump Warning as described in Section 2.5(d) below, all 
other non-emergency generation capacity resources available to provide energy shall have 
submitted offers for Tier 2 Synchronized Reserves.  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, the Operating 
Agreement and PJM Tariff. 
 
  (b) The Office of the Interconnection shall obtain and maintain for each Reserve 
Zone and Reserve Sub-zone an amount of Primary and Synchronized Reserve equal to the 
respective Primary and Synchronized Reserve objectives for such Reserve Zone and Reserve 
Sub-zone, as specified in the PJM Manuals.  The Office of the Interconnection shall create 
additional Reserve Zones or Reserve Sub-zones to maintain the required amount of reserves in a 
specific geographic area of the PJM Region as needed for system reliability.  Such needs may 
arise due to planned and unplanned system events that limit the Office of the Interconnection’s 
ability to deliver reserves to specific geographic area of the PJM Region where reserves are 
required.   
  (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. 
 
1.7.19A.01 Non-Synchronized Reserve. 
 
 (a) Non-Synchronized Reserve shall be supplied from generation resources located 
within the metered boundaries of the PJM Region.  Resources, the entire output of which has 
been designated as emergency energy, and resources that aren’t available to provide energy, are 
not eligible to provide Non-Synchronized Reserve.   All other non-emergency generation 
capacity resources available to provide energy shall also be available to provide Non-
Synchronized Reserve, as applicable to the capacity resource’s capability to provide these 
services.  Generating Market Buyers and Market Sellers offering Non-Synchronized Reserve 
shall comply with applicable standards and requirements for Non-Synchronized Reserve 
capability and dispatch specified in the PJM Manuals, the Operating Agreement and PJM Tariff. 
 
 (b) The Office of the Interconnection shall obtain and maintain for each Reserve 
Zone and Reserve Sub-zone an amount of Non-Synchronized Reserve such that the sum of the 
Synchronized Reserve and Non-Synchronized Reserve meets the Primary Reserve objective for 
such Reserve Zone and Reserve Sub-zone, as specified in the PJM Manuals.  The Office of the 
Interconnection shall create additional Reserve Zones or Reserve Sub-zones to maintain the 
required amount of reserves in a specific geographic area of the PJM Region as needed for 
system reliability.  Such needs may arise due to planned and unplanned system events that limit 
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the Office of the Interconnection’s ability to deliver reserves to specific geographic area of the 
PJM Region where reserves are required.   
 
 (c) The Non-Synchronized Reserve capability of a generation resource shall be the 
increase in energy output achievable by the generation resource within a continuous 10-minute 
period provided that the resource is not synchronized to the system at the initiation of the 
response. 
 

(d)     The Non-Synchronized Reserve capability of a generation resource shall generally 
be determined based on the startup and notification time, economic minimum and ramp rate of 
such resource submitted in the Real-time Energy Market for the Operating Day.  If the 
Generating Market Buyer or Market Seller offering the Non-Synchronized Reserve can 
demonstrate to the Office of the Interconnection that the Non-Synchronized Reserve capability 
of a generation resource exceeds its calculated value based on market offer data, the Generating 
Market Buyer or Market Seller and the Office of the Interconnection may agree on a different 
capability to be used. 

 
(e)       All Non-Synchronized Reserve offers shall be for $0.00/MWh. 

 
1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and Day-
ahead Scheduling Reserves. 
 
  (a) In addition to transactions in the Regulation market, Synchronized Reserve 
market, Non- 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, Non- 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, Non- 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 Markets Gateway tools. 
 
  (b) For purposes of clarity, with respect to all bilateral contracts for the physical 
transfer of Regulation, Synchronized Reserve, Non- 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, Non- Synchronized Reserve or Day-ahead Scheduling 
Reserves in the markets for Regulation, Synchronized Reserve, Non- 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, Non- 
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, Non- Synchronized Reserve or Day-ahead Scheduling Reserves, or otherwise be 
construed to define PJMSettlement as a contracting party to any bilateral transactions between 
Market Participants. 
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  (c) Market Participants that are parties to bilateral contracts for the purchase and sale 
and physical transfer of Regulation, Synchronized Reserve, Non- 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, Non- Synchronized Reserve or Day-ahead Scheduling 
Reserves of the buyer pursuant to such bilateral contracts.   
 
  (d) All payments and related charges for the Regulation, Synchronized Reserve, Non- 
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, PJMSettlement, 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, 
PJMSettlement, and the Members for the costs of any purchases by the seller under the bilateral 
contract in the markets for Regulation, Synchronized Reserve, Non- Synchronized Reserve or 
Day-ahead Scheduling Reserves used to meet the bilateral contract seller’s obligation to deliver 
Regulation, Synchronized Reserve, Non- Synchronized Reserve or Day-ahead Scheduling 
Reserves under the bilateral contract and for which payment is not made to PJMSettlement by 
the seller under the bilateral contract, as determined by the Office of the Interconnection.  Upon 
any default in obligations to the LLC or PJMSettlement by a Market Participant, the Office of 
the Interconnection shall (i) not accept any new Markets Gateway reporting by the Market 
Participant and (ii) terminate all of the Market Participant’s reporting of Markets Gateway 
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 Markets Gateway schedules associated with bilateral contracts 
between buyer and seller previously reported to the Office of the Interconnection. 
 
  (f) Market Participants shall purchase Regulation, Synchronized Reserve, Non- 
Synchronized Reserve or Day-ahead Scheduling Reserves from PJM’s markets for Regulation, 
Synchronized Reserve, Non- Synchronized Reserve or 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, Non- Synchronized 
Reserve or Day-ahead Scheduling Reserves to or from a Market Participant.  
 
1.7.20 Communication and Operating Requirements. 
 
  (a) 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 
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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, and as may be further described in the PJM Manuals. 
 
  (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 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 PJM Manuals.  
 
  (c) 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 
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. 
 
  (f) 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 
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beginning of such demand reduction in accordance with the PJM 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 PJM Manuals. 
 
  (g) PRD Providers shall be responsible for automation and supervisory control 
equipment that satisfy the criteria set forth in the RAA to ensure automated reductions to their 
Price Responsive Demand in response to price in accordance with their PRD Curves submitted to 
the Office of the Interconnection. 
 

(h) Market Participants engaging in Coordinated External Transactions shall provide 
to the Office of the Interconnection the information required to be specified in a CTS Interface 
Bid, in accordance with the procedures of Section 1.13 of this Schedule 1 of this Agreement. 
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1.8 Selection, Scheduling and Dispatch Procedure Adjustment Process. 
 
1.8.1 PJM Dispute Resolution Agreement. 
 
Subject to the condition specified below, any Member adversely affected by a decision of the 
Office of the Interconnection with respect to the operation of the PJM Interchange Energy 
Market, including the qualification of an entity to participate in that market as a buyer or seller, 
may seek such relief as may be appropriate under the PJM Dispute Resolution Procedures on the 
grounds that such decision does not have an adequate basis in fact or does not conform to the 
requirements of this Agreement. 
 
1.8.2 Market or Control Area Hourly Operational Disputes. 
 
  (a) Market Participants shall comply with all determinations of the Office of the 
Interconnection on the selection, scheduling or dispatch of resources in the PJM Interchange 
Energy Market, or to meet the operational requirements of the PJM Region.  Complaints arising 
from or relating to such determinations shall be brought to the attention of the Office of the 
Interconnection not later than the end of the fifth bBusiness dDay after the end of the Operating 
Day to which the selection or scheduling relates, or in which the scheduling or dispatch took 
place, and shall include, if practicable, a proposed resolution of the complaint.  Upon receiving 
notification of the dispute, the Office of the Interconnection and the Market Participant raising 
the dispute shall exert their best efforts to obtain and retain all data and other information relating 
to the matter in dispute, and to notify other Market Participants that are likely to be affected by 
the proposed resolution.  Subject to confidentiality or other non-disclosure requirements, 
representatives of the Office of the Interconnection, the Market Participant raising the dispute, 
and other interested Market Participants, shall meet within three bBusiness dDays of the 
foregoing notification, or at such other or further times as the Office of the Interconnection and 
the Market Participants may agree, to review the relevant facts, and to seek agreement on a 
resolution of the dispute. 
 
  (b) If the Office of the Interconnection determines that the matter in dispute discloses 
a defect in operating policies, practices or procedures subject to the discretion of the Office of 
the Interconnection, the Office of the Interconnection shall implement such changes as it deems 
appropriate and shall so notify the Members Committee.  Alternatively, the Office of the 
Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 
 
  (c) If either the Office of the Interconnection, the Market Participant raising the 
dispute, or another affected Market Participant believes that the matter in dispute has not been 
adequately resolved, or discloses a need for changes in standards or policies established in or 
pursuant to the Operating Agreement, any of the foregoing parties may make a written request 
for review of the matter by the Members Committee, and shall include with the request the 
forwarding party’s recommendation and such data or information (subject to confidentiality or 
other non-disclosure requirements) as would enable the Members Committee to assess the matter 
and the recommendation.  The Members Committee shall take such action on the 
recommendation as it shall deem appropriate. 
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  (d) Subject to the right of a Market Participant to obtain correction of accounting or 
billing errors, the LLC or a Market Participant shall not be entitled to actual, compensatory, 
consequential or punitive damages, opportunity costs, or other form of reimbursement from the 
LLC or any other Market Participant for any loss, liability or claim, including any claim for lost 
profits, incurred as a result of a mistake, error or other fault by the Office of the Interconnection 
in the selection, scheduling or dispatch of resources. 
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1.9 Prescheduling.   
 
The following procedures and principles shall govern the prescheduling activities necessary to 
plan for the reliable operation of the PJM Region and for the efficient operation of the PJM 
Interchange Energy Market. 
 
1.9.1 Outage Scheduling.   
 
The Office of the Interconnection shall be responsible for coordinating and approving requests 
for outages of generation and transmission facilities as necessary for the reliable operation of the 
PJM Region, in accordance with the PJM Manuals.  The Office of the Interconnection shall 
maintain records of outages and outage requests of these facilities. 
 
1.9.2 Planned Outages. 
 
 (a) A Generator Planned Outage shall be included in Generator Planned Outage 
schedules established prior to the scheduled start date for the outage, in accordance with 
standards and procedures specified in the PJM Manuals.   
 
 (b) The Office of the Interconnection shall conduct Generator Planned Outage 
scheduling for Generation Capacity Resources in accordance with the Reliability Assurance 
Agreement and the PJM Manuals and in consultation with the Market Sellers owning or 
controlling the output of such resources.  A Market Seller shall not be expected to submit offers 
for the sale of energy or other services, or to satisfy delivery obligations, from all or part of a 
generation resource undergoing an approved Generator Planned Outage.  If the Office of the 
Interconnection determines that approval of a Generator Planned Outage would significantly 
affect the reliable operation of the PJM Region, the Office of the Interconnection may withhold 
approval or withdraw a prior approval.  Approval of a Generator Planned Outage of a Generation 
Capacity Resource shall be withheld or withdrawn only as necessary to ensure the adequacy of 
reserves or the reliability of the PJM Region in connection with anticipated implementation or 
avoidance of Emergency procedures.  The Market Seller shall provide the Office of the 
Interconnection with an estimate of the amount of time it needs to return to service any 
Generation Capacity Resource on Generator Planned Outage that is already underway.  If the 
Office of the Interconnection withholds or withdraws its approval of a Generator Planned 
Outage, it shall coordinate with the Market Seller owning or controlling the resource to 
reschedule the Generator Planned Outage at the earliest practical time.  The Office of the 
Interconnection shall if possible propose alternative schedules with the intent of minimizing the 
economic impact on the Market Seller of a Generator Planned Outage.  
 
 (c) The Office of the Interconnection shall conduct Transmission Planned Outage 
scheduling in accordance with procedures specified in the Consolidated Transmission Owners 
Agreement and the PJM Manuals, and in accordance with the following procedures: 
 

 (i) Transmission Owners shall use reasonable efforts to submit Transmission 
Planned Outage schedules one year in advance but by no later than the first of the month 
six months in advance of the requested start date for all outages that are expected to 
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exceed five working days duration, with regular (at least monthly) updates as new 
information becomes available. 

 
 (ii) If notice of a Transmission Planned Outage is not provided in accordance 

with the requirements in subsection (i) above, and if such outage is determined by the Office of 
the Interconnection to have the potential to cause significant system impacts, including but not 
limited to reliability impacts and transmission system congestion, then the Office of the 
Interconnection may require the Transmission Owner to implement an alternative outage 
schedule to reduce or avoid such impacts. The Office of the Interconnection may, however, if 
requested by the Transmission Owner, dispatch generation or reductions in demand in order to 
avoid implementing an alternative outage schedule for its Transmission Facilities to extent 
consistent with its obligations under the Operating Agreement or PJM Tariff and provided the 
Office of the Interconnection determines that such dispatch would not adversely affect reliability 
in the PJM Region or otherwise not be in accordance with Good Utility Practices.  A 
Transmission Owner that makes such a dispatch request pursuant to this section shall be 
responsible for all generation and other costs resulting from its request that would not have been 
incurred had the Office of the Interconnection implemented an alternative outage schedule to 
reduce or avoid reliability and congestion impacts.  The Office of the Interconnection may, at the 
Transmission Owner’s consent, directly assign to the Transmission Owner all generation and 
other costs resulting from the Office of the Interconnection’s dispatch of generation or reductions 
in demand arising from outages associated with RTEP upgrades not submitted consistent with 
the timelines set forth in the Tariff and the PJM Operating Agreement and where such outage is 
required to meet the reliability-based in-service date of the RTEP upgrade project.   

 
 

  (iii) Transmission Owners shall submit notice of all Transmission Planned 
Outages to the Office of the Interconnection by the first day of the month preceding the 
month the outage will commence, with updates as new information becomes available. 

 
  (iv) If notice of a Transmission Planned Outage is not provided by the first day 

of the month preceding the month the outage will commence, and if such outage is determined 
by the Office of the Interconnection to have the potential to cause significant system impacts, 
including but not limited to reliability impacts and transmission system congestion, then the 
Office of the Interconnection may require the Transmission Owner to implement an alternative 
outage schedule to reduce or avoid such impacts.  The Office of the Interconnection shall 
perform this analysis and notify the Transmission Owner in a timely manner if it will require 
rescheduling of the outage.  The Office of the Interconnection may, however, if requested by the 
Transmission Owner, dispatch generation or reductions in demand in order to avoid 
implementing an alternative outage schedule for its Transmission Facilities to extent consistent 
with its obligations under the Operating Agreement or PJM Tariff and provided the Office of the 
Interconnection determines that such dispatch would not adversely affect reliability in the PJM 
Region or otherwise not be in accordance with Good Utility Practices.  A Transmission Owner 
that makes such a dispatch request pursuant to this section shall be responsible for all generation 
and other costs resulting from its request that would not have been incurred had the Office of the 
Interconnection implemented an alternative outage schedule to reduce or avoid reliability and 
congestion impacts.  The Office of the Interconnection may, at the Transmission Owner’s 
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consent, directly assign to the Transmission Owner all generation and other costs resulting from 
the Office of the Interconnection’s dispatch of generation or reductions in demand arising from 
outages associated with RTEP upgrades not submitted consistent with the timelines set forth in 
the Tariff and the PJM Operating Agreement and where such outage is required to meet the 
reliability-based in-service date of the RTEP upgrade project.   

 
 

 (v) The Office of the Interconnection reserves the right to approve, deny, or 
reschedule any outage deemed necessary to ensure reliable system operations on a case 
by case basis regardless of duration or date of submission. 

 
 (vi) The Office of the Interconnection shall post notice of Transmission 
Planned Outages on OASIS upon receipt of such notice from the Transmission Owner; 
provided, however, that the Office of the Interconnection shall not post on OASIS notice 
of any component of a Transmission Planned Outage to the extent such component shall 
directly reveal a generator outage.  In such cases, the Transmission Owner, in addition to 
providing notice to the Office of the Interconnection as required above, concurrently shall 
inform the affected Generation Owner of such outage, limiting such communication to 
that necessary to describe the outage and to coordinate with the Generation Owner on 
matters of safety to persons, facilities, and equipment.  The Transmission Owner shall not 
notify any other Market Participant of such outage and shall arrange any other necessary 
coordination through the Office of the Interconnection. 

 
In addition, if the Office of the Interconnection determines that transmission maintenance 
schedules proposed by one or more Members would significantly affect the efficient and reliable 
operation of the PJM Region, the Office of the Interconnection may establish alternative 
schedules, but such alternative shall minimize the economic impact on the Member or Members 
whose maintenance schedules the Office of the Interconnection proposes to modify. 
 
 (d) The Office of the Interconnection shall coordinate resolution of outage or other 
planning conflicts that may give rise to unreliable system conditions. The Members shall comply 
with all maintenance schedules established by the Office of the Interconnection. 
 
1.9.3 Generator Maintenance Outages. 
 

(a)  A Generator Maintenance Outage may only be scheduled if approved by the 
Office of the Interconnection prior to the requested start date for the outage, in accordance with 
subsection (b) hereof and the standards and procedures specified in the PJM Manuals. 
 

(b) The Office of the Interconnection shall schedule Generator Maintenance Outages 
for Generation Capacity Resources in accordance with the procedures specified in the PJM 
Manuals and in consultation with the Market Seller owning or controlling the output of such 
resources.  The Office of the Interconnection shall approve requests for Generator Maintenance 
Outages for such a Generation Capacity Resource unless the outage would threaten the adequacy 
of reserves in, or the reliability of, the PJM Region.  A Market Participant shall not be expected 
to submit offers for the sale of energy or other services, or to satisfy delivery obligations, from a 
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generation resource undergoing an approved full or partial Generator Maintenance Outage.  If 
the Office of the Interconnection determines that approval of a Generator Maintenance Outage 
would significantly affect the reliable operation of the PJM Region, the Office of the 
Interconnection may withhold approval,  withdraw a prior approval, or rescind a prior approval 
of a Generator Maintenance Outage that is already underway.  Approval of a Generator 
Maintenance Outage of a Generation Capacity Resource shall be withheld or withdrawn only as 
necessary to ensure the adequacy of reserves or the reliability of the PJM Region in connection 
with anticipated implementation or avoidance of Emergency procedures. In addition, if the 
Office of the Interconnection determines that it must rescind its approval of a Generator 
Maintenance Outage that is already underway in order to preserve the reliable operation of the 
PJM Region, the Office of the Interconnection will provide the Market Seller of the Generation 
Capacity Resource at least 72 hours’ notice thereof. The Market Seller shall be required to make 
the Generation Capacity Resource available for normal operation within 72 hours of such notice.  
If the generator is not made available for normal operation by 72 hours after the notice of the 
rescission of the approval of the Generator Maintenance Outage, for the remaining time the 
resource continues on the outage it shall be deemed to have experienced a Generator Forced 
Outage.  If the Office of the Interconnection withholds, withdraws or rescinds approval of a 
Generator Maintenance Outage, it shall coordinate with the Market Seller owning or controlling 
the resource to reschedule the Generator Maintenance Outage at the earliest practical time. The 
Office of the Interconnection shall, if possible, propose alternative schedules with the intent of 
minimizing the economic impact on the Market Seller of a Generator Maintenance Outage. 
 
1.9.4 Forced Outages. 
 
 (a) Each Market Seller that owns or controls a pool-scheduled resource, or 
Generation Capacity Resource whether or not pool-scheduled, shall:  (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any such 
resource as promptly as possible; (ii) provide the Office of the Interconnection with the expected 
date and time that the resource will be made available; and (iii) make a record of the events and 
circumstances giving rise to the Generator Forced Outage.  A Market Seller shall not be expected 
to submit offers for the sale of energy or other services, or satisfy delivery obligations, from a 
generation resource undergoing a Generator Forced Outage.  A Generation Capacity Resource 
committed to PJM loads through an RPM Auction, FRR Capacity Plan, or by designation as a 
replacement resource under Attachment DD of the PJM Tariff, that does not deliver all or part of 
its scheduled energy shall be deemed to have experienced a Generator Forced Outage with 
respect to such undelivered energy, in accordance with standards and procedures for full and 
partial Generator Forced Outages specified in the Reliability Assurance Agreement, and the PJM 
Manuals. 
 
 (b) The Office of the Interconnection shall receive notification of Forced 
Transmission Outages, and information on the return to service, of Transmission Facilities in the 
PJM Region in accordance with standards and procedures specified in, as applicable, the 
Consolidated Transmission Owners Agreement and the PJM Manuals. 
 
1.9.4A Transmission Outage Acceleration. 
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 (a) Planned Transmission Outages and Forced Transmission Outages otherwise 
scheduled pursuant to sections 1.9.2 and 1.9.4 respectively of this Schedule may be accelerated 
or rescheduled at the request of a Generation Owner or other Market Participant in accordance 
with the terms and conditions of this section 1.9.4A and the PJM Manuals. 
 
 (b) Transmission Outages Requiring Coordination With A Specific Generation 
Owner. 
 

(i) Receipt of Acceleration Request.  Prior to a scheduled Planned 
Transmission Outage associated with the interconnection of a generating unit to the 
Transmission System, the affected Generation Owner may request that the outage be 
accelerated or rescheduled. 

 
Such Acceleration Request shall be submitted to the Office of the Interconnection 

in accordance with the procedures set forth in the PJM Manuals. 
 

(ii) Determination to Accommodate Acceleration Request.  Upon receipt of an 
Acceleration Request, the Office of the Interconnection shall notify the affected 
Transmission Owner of such Acceleration Request.  The affected Transmission Owner 
shall determine, in its sole discretion, whether to accelerate or reschedule a transmission 
outage.  In making this determination, the affected Transmission Owner shall follow 
Good Utility Practice, applicable Occupational Safety and Health Administration 
standards, and applicable company safety standards, and shall consider any requirements 
contained in pertinent collective bargaining agreements.  In the event that the affected 
Transmission Owner determines to accelerate or reschedule a transmission outage, it shall 
provide the Office of the Interconnection, within the time set forth in the PJM Manuals, 
an estimate of the cost to accelerate or reschedule the transmission outage and the revised 
schedule for the transmission outage (“Acceleration Estimate”).  

 
(iii) Provision of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that the Generation Owner has met reasonable creditworthiness 
standards established by the Office of the Interconnection, the Office of the 
Interconnection shall provide the Generation Owner with the Acceleration Estimate.  In 
the event that the Generation Owner does not meet the creditworthiness standard, the 
Office of the Interconnection shall not provide the Acceleration Estimate and the 
transmission outage shall not be accelerated or rescheduled.  Upon receipt of the 
Acceleration Estimate, the Generation Owner, within the time period specified in the 
PJM Manuals, shall notify the Office of the Interconnection as to whether it desires to 
accelerate or reschedule the transmission outage pursuant to the terms of the Acceleration 
Estimate.   

 
(iv) Cost Responsibility.  In the event the Generation Owner notifies the Office 

of the Interconnection that it desires to proceed with the acceleration or rescheduling of 
the transmission outage pursuant to section 1.9.4A(a)(iii), the Generation Owner shall be 
solely responsible for actual costs incurred by the affected Transmission Owner for the 
acceleration or rescheduling of the transmission outage.  The Generation Owner’s cost 
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responsibility is not relieved, if, despite the good faith efforts of the Transmission Owner, 
the amount of costs set forth in the Acceleration Estimate is exceeded by less than 20 
percent, or the Transmission Owner is unable successfully to complete the outage 
pursuant to the revised schedule set forth in the Acceleration Estimate.  Prior to incurring 
costs exceeding 120 percent of the cost estimate set forth in the Acceleration Estimate, 
the affected Transmission Owner shall advise the Office of the Interconnection of such 
increase, and the Office of the Interconnection then shall notify the Generation Owner.  
After receipt of such notification, within the time period set forth in the PJM Manuals, 
the Generation Owner shall inform the Office of the Interconnection whether it desires to 
continue with the revised transmission outage schedule and pay the additional costs.  The 
Office of the Interconnection shall notify the affected Transmission Owner of the 
Generation Owner’s decision.  In the event the Generation Owner desires not to proceed, 
the transmission outage shall occur according to normal work practices and the 
Generation Owner shall be responsible for all incurred costs and committed costs and 
obligations of the affected Transmission Owner for the acceleration or rescheduling of 
the transmission outage as of the date that the affected Transmission Owner notified the 
Office of the Interconnection of the increase in costs. 

 
 (c) Transmission Outages That Could Cause Congestion Revenue Inadequacy. 
 

(i) Posting of Transmission Outage.  In the event that the Office of the 
Interconnection determines that a Planned Transmission Outage or Forced Transmission 
Outage could exceed five days and could cause congestion revenue inadequacy in excess 
of $500,000, the Office of the Interconnection shall post a notice of such transmission 
outage on its internet site.  Within the time period and pursuant to the procedures set forth 
in the PJM Manuals, any Market Participant may request that such transmission outage 
be accelerated or rescheduled. 

 
(ii) Determination to Accelerate or Reschedule Transmission Outage.  Upon 

receipt of the Acceleration Request(s) pursuant to section 1.9.4A(b)(i), the Office of the 
Interconnection shall notify the affected Transmission Owner of such request(s).  The 
affected Transmission Owner shall determine in its sole discretion whether to accelerate 
or reschedule the transmission outage.  In making this determination, the affected 
Transmission Owner shall follow Good Utility Practice, applicable Occupational Safety 
and Health Administration standards, and applicable company safety standards and shall 
consider any requirements contained in pertinent collective bargaining agreements.  If the 
affected Transmission Owner determines to accelerate or reschedule the transmission 
outage, it shall provide the Office of the Interconnection, within the time set forth in the 
PJM Manuals, an Acceleration Estimate.  In the event that Market Participants submit 
requests which would require different schedules for a transmission outage, the Office of 
the Interconnection, in consultation with the affected Transmission Owner, shall 
determine the most effective option, which will be included in the Acceleration Estimate. 

 
(iii) Notification of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that Market Participants requesting acceleration or rescheduling 
of transmission outages have met reasonable creditworthiness standards established by 
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the Office of the Interconnection, the Office of the Interconnection shall provide the 
Market Participants with the Acceleration Estimate and the number of Market 
Participants requesting acceleration or rescheduling of the transmission outage that meet 
the creditworthiness standards.  After receipt of the Acceleration Request, within the time 
period set forth in the PJM Manuals, each requesting Market Participant meeting the 
creditworthiness standards shall notify the Office of the Interconnection whether it 
desires to accelerate or reschedule the transmission outage as set forth in the Acceleration 
Estimate, and if it desires to accelerate or reschedule the transmission outage, the amount 
it is willing to pay for such acceleration or rescheduling. 

 
(iv) Evaluation of Acceleration Requests.  Upon receipt of Market 

Participant(s) notifications pursuant to subsection 1.9.4A(b)(iii), the Office of the 
Interconnection shall determine, based on the amount Market Participants collectively are 
willing to pay for accelerating or rescheduling of the transmission outage, whether the 
transmission outage should be accelerated or rescheduled.  The transmission outage shall 
be accelerated or rescheduled if the amount that the Market Participants collectively are 
willing to pay for accelerating or rescheduling a transmission outage exceeds the 
Acceleration Estimate by the following margins:  (a) for outages to equipment outside a 
substation, two times the Acceleration Estimate; and (b) for outages to equipment inside a 
substation, five times the Acceleration Estimate.  These margins are designed to provide 
a reasonable degree of certainty that the actual costs of accelerating or rescheduling the 
transmission outage will not exceed the amount the Market Participants are willing to 
pay.  In all events, transmission outages will be accelerated or rescheduled pursuant to 
requests made under section 1.9.4A(c) only when the requested acceleration or 
rescheduling would reduce the amount of congestion revenue inadequacy resulting from 
the outage as determined by the Office of the Interconnection. 

 
(v) Cost Responsibility.  Each Market Participant which notifies the Office of 

the Interconnection pursuant to section 1.9.4A(b)(iii) that it is willing to pay for the 
acceleration or rescheduling of a transmission outage shall be responsible for the actual 
costs of such acceleration or rescheduling on a pro-rata basis based on the amount it 
specified it was willing to pay for the acceleration or rescheduling.  Market Participants’ 
cost responsibility is not relieved, if, despite the good faith efforts of the Transmission 
Owner, the amount of costs set forth in the Acceleration Estimate is exceeded by less 
than 20 percent, or the Transmission Owner is unable successfully to complete a 
transmission outage pursuant to the revised schedule set forth in the Acceleration 
Estimate.  Prior to incurring costs exceeding 120 percent of the cost estimate set forth in 
the Acceleration Estimate, the affected Transmission Owner shall advise the Office of the 
Interconnection of such increase, and the Office of the Interconnection then shall notify 
the affected Market Participants of such increase.  Within the time period set forth in the 
PJM Manuals, each affected Market Participant shall inform the Office of the 
Interconnection whether it desires to continue with the revised transmission outage 
schedule and pay the additional costs.  The Office of the Interconnection then shall notify 
the affected Transmission Owner of each affected Market Participant’s decision.  In the 
event that, because one or more Market Participants determine not to proceed, there 
would be insufficient funds to pay for the full cost of accelerating or rescheduling a 
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transmission outage, the transmission outage shall not continue to be accelerated or 
rescheduled and shall occur according to normal work practices.  In such instance, the 
Market Participants shall be responsible on a pro-rata basis for all incurred costs and 
committed costs and obligations of the affected Transmission Owner as of the date the 
affected Transmission Owner notified the Office of the Interconnection of the increase in 
costs.  

 
 (d) Posting Revised Transmission Outages.  The Office of the Interconnection shall 
post on its internet site all revised transmission outage schedules resulting from implementation 
of this section 1.9.4A, pursuant to the procedures in the PJM Manuals, and simultaneously shall 
notify affected Market Participants or Generation Owners that submitted Acceleration Requests 
of the Transmission Owner’s agreement to accelerate or reschedule the outage. 
 
1.9.5 Market Participant Responsibilities. 
 
Each Market Participant making a bilateral sale covering a period greater than the following 
Operating Day from a generating resource located within the PJM Region for delivery outside 
the PJM Region shall furnish to the Office of the Interconnection, in the form and manner 
specified in the PJM Manuals, information regarding the source of the energy, the load sink, the 
energy schedule, and the amount of energy being delivered. 
 
1.9.6 Internal Market Buyer Responsibilities. 
 
Each Internal Market Buyer making a bilateral purchase covering a period greater than the 
following Operating Day shall furnish to the Office of the Interconnection, in the form and 
manner specified in the PJM Manuals, information regarding the source of the energy, the load 
sink, the energy schedule, and the amount of energy being delivered.  Each Internal Market 
Buyer shall provide the Office of the Interconnection with details of any load management 
agreements with customers that allow the Office of the Interconnection to reduce load under 
specified circumstances. 
 
1.9.7 Market Seller Responsibilities. 
 
 (a) Not less than 30 days before a Market Seller’s initial offer to sell energy from a 
given generation resource on the PJM Interchange Energy Market, the Market Seller shall 
furnish to the Office of the Interconnection the information specified in the Offer Data for new 
generation resources. 
 
 (b) Market Sellers authorized to request market-based start-up and no-load fees may 
choose to submit such fees costs in their market-based offers on either a market or a cost basis.  
Market Sellers must elect to submit both Sstart-up Costs and No-load Costs on either a market 
basis or a cost basis for their market-based offers and any such election shall be submitted on or 
before March 31 for the period of April 1 through September 30, and on or before September 30 
for the period October 1 through March 31.  The election of market-based or cost-based Start-up 
Costs and No-load Costs shall remain in effect without change throughout the applicable periods.  
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Market Sellers may only submit cost-based Start-up Costs and No-load Costs for their cost-based 
offers.   
 

(i) If a Market Seller chooses to submit market-based Start-up Costs and No-
load Costs for their market-based offers, such Market Seller, in its Offer Data, shall 
submit the level of such fees costs to the Office of the Interconnection for each 
generating unit as to which the Market Seller intends to request such feescosts.  Market 
Sellers may submit cost-based or market-based Start-up Costs and No-load Costs for their 
market-based offers.  The Office of the Interconnection shall reject any request for Start-
up Costs and No-load Costs in a Market Seller’s Offer Data for its market-based offer 
that does not conform to the Market Seller’s specification on file with the Office of the 
Interconnection. 

 
(ii) If a Market Seller chooses to submit cost-based Start-up Costs and No-

load Costs, such fees must be calculated as specified in the PJM Manuals, and in 
particular the cost development guidelines specified in PJM Manual 15, and the Market 
Seller may change both cost-based fees hourly and must change both fees as the 
associated costs change, but no more frequently than daily.  Market-based Start-up Costs 
and No-load Costs do not need to be calculated pursuant to the cost development 
guidelines specified in PJM Manual 15. The Office of the Interconnection shall reject any 
request for Start-up Costs and No-load Costs in a Market Seller’s Offer Data for its cost-
based offer that does not conform to the Market Seller’s specification on file with the 
Office of the Interconnection. 

 
1.9.8 Transmission Owner Responsibilities. 
 
All Transmission Owners shall regularly update and verify facility ratings, subject to review and 
approval by PJM, in accordance with the following procedures and the procedures in the PJM 
Manuals: 
 
 (a) Each Transmission Owner shall verify to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection all of its transmission facility ratings 
two months prior to the beginning of the summer season (i.e., on April 1) and two months prior 
to the beginning of the winter season (i.e., on October 1) each calendar year, and shall provide 
detailed data justifying such transmission facility ratings when directed by the Office of the 
Interconnection.  
 
 (b) In addition to the seasonal verification of all ratings, each Transmission Owner 
shall submit to the Operations Planning Department (or successor Department) of the Office of 
the Interconnection updates to its transmission facility ratings as soon as such Transmission 
Owner is aware of any changes. Such Transmission Owner shall provide the Office of the 
Interconnection with detailed data justifying all such transmission facility ratings changes. 
 
 (c) All Transmission Owners shall submit to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection formal documentation of any 
procedure for changing facility ratings under specific conditions, including:  the detailed 



 

Page 221 

conditions under which such procedures will apply, detailed explanations of such procedures, 
and detailed calculations justifying such pre-established changes to facility ratings. Such 
procedures must be updated twice each year consistent with the provisions of this Section. 
 
1.9.9 Office of the Interconnection Responsibilities.   
 
 (a) The Office of the Interconnection shall perform seasonal operating studies to 
assess the forecasted adequacy of generating reserves and of the transmission system, in 
accordance with the procedures specified in the PJM Manuals. 
 
 (b) The Office of the Interconnection shall maintain and update tables setting forth 
Operating Reserve and other reserve objectives as specified in the PJM Manuals and as 
consistent with the Reliability Assurance Agreement. 
 
 (c) The Office of the Interconnection shall receive and process requests for firm and 
non-firm transmission service in accordance with procedures specified in the PJM Tariff. 
 
 (d) The Office of the Interconnection shall maintain such data and information 
relating to generation and transmission facilities in the PJM Region as may be necessary or 
appropriate to conduct the scheduling and dispatch of the PJM Interchange Energy Market and 
PJM Region. 
 
 (e) The Office of the Interconnection shall maintain an historical database of all 
transmission facility ratings, and shall review, and may modify or reject, any submitted change 
or any submitted procedure for pre-established transmission facility rating changes.  Any dispute 
between a Transmission Owner and the Office of the Interconnection concerning transmission 
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 
5 to the Operating Agreement; provided, however, that the rating level determined by the Office 
of the Interconnection shall govern and be effective during the pendency of any such dispute. 
 
 (f) The Office of the Interconnection shall coordinate with other interconnected 
Control Area as necessary to manage, alleviate or end an Emergency. 
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1.10 Scheduling.   
 
1.10.1 General. 
 
  (a) The Office of the Interconnection shall administer scheduling processes to 
implement a Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be 
the Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market 
and the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party 
to bilateral transactions between Market Participants or with respect to a Generating Market 
Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 
Buyer’s Equivalent Load. 
 
  (b) The Day-ahead Energy Market shall enable Market Participants to purchase and 
sell energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 
Transmission Customers to reserve transmission service with Transmission Congestion Charges 
and Transmission Loss Charges based on locational differences in Day-ahead Prices.    Up-to 
Congestion Transactions submitted in the Day-ahead Energy Market shall not require 
transmission service and Transmission Customers shall not reserve transmission service for such Up-
to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 
Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 
obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 
Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 
 
  (c) In the Real-time Energy Market, Market Participants that deviate from the 
amounts of energy purchases or sales, or Transmission Customers that deviate from the 
transmission uses, scheduled in the Day-ahead Energy Market shall be obligated to purchase or 
sell energy, or pay Transmission Congestion Charges and Transmission Loss Charges, for the 
amount of the deviations at the applicable Real-time Prices or price differences, unless otherwise 
specified by this Schedule. 
 
  (d) The following scheduling procedures and principles shall govern the commitment 
of resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 
extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 
the day-ahead and hourly scheduling process, through which the Office of the Interconnection 
determines the Day-ahead Energy Market and determines, based on changing forecasts of 
conditions and actions by Market Participants and system constraints, a plan to serve the hourly 
energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 
External Market Buyers in the least costly manner, subject to maintaining the reliability of the 
PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 
subject to the procedures of Section 1.13 of this Schedule 1 of this Agreement.  Scheduling shall 
be conducted as specified in Section 1.10.1A below, subject to the following condition.  If the 
Office of the Interconnection’s forecast for the next seven days projects a likelihood of 
Emergency conditions, the Office of the Interconnection may commit, for all or part of such 
seven day period, to the use of generation resources with notification or start-up times greater 
than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 
the Market Sellers’ offers for such units for such periods and the specifications in the PJM 
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Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 
an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 
hours of operation for the duration of any portion of such commitment that exceeds the 
maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 
Weather Alerts, consistent with Sections 3.2.3 and 6.6 hereof. 
 
1.10.1A Day-ahead Energy Market Scheduling.   
 
The following actions shall occur not later than 10:30 a.m. on the day before the Operating Day 
for which transactions are being scheduled, or such other deadline as may be specified by the 
Office of the Interconnection in order to comply with the practical requirements and the 
economic and efficiency objectives of the scheduling process specified in this Schedule. 
 
  (a) Each Market Participant may submit to the Office of the Interconnection 
specifications of the amount and location of its customer loads and/or energy purchases to be 
included in the Day-ahead Energy Market for each hour of the next Operating Day, such 
specifications to comply with the requirements set forth in the PJM Manuals.  Each Market 
Buyer shall inform the Office of the Interconnection of the prices, if any, at which it desires not 
to include its load in the Day-ahead Energy Market rather than pay the Day-ahead Price.  PRD 
Providers that have committed Price Responsive Demand in accordance with the Reliability 
Assurance Agreement shall submit to the Office of the Interconnection, in accordance with 
procedures specified in the PJM Manuals, any desired updates to their previously submitted PRD 
Curves, provided that such updates are consistent with their Price Responsive Demand 
commitments, and provided further that PRD Providers that are not Load Serving Entities for the 
Price Responsive Demand at issue may only submit PRD Curves for the Real-time Energy 
Market.  Price Responsive Demand that has been committed in accordance with the Reliability 
Assurance Agreement shall be presumed available for the next Operating Day in accordance 
with the most recently submitted PRD Curve unless the PRD Curve is updated to indicate 
otherwise.  PRD Providers may also submit PRD Curves for any Price Responsive Demand that 
is not committed in accordance with the Reliability Assurance Agreement; provided that PRD 
Providers that are not Load Serving Entities for the Price Responsive Demand at issue may only 
submit PRD Curves for the Real-time Energy Market.  All PRD Curves shall be on a PRD 
Substation basis, and shall specify the maximum time period required to implement load 
reductions.   
 
  (b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  
(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 
Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such self-
scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 
intent not to reduce output. 
 
  (c) All Market Participants shall submit to the Office of the Interconnection 
schedules for any energy exports, energy imports, and wheel through transactions involving use 
of generation or Transmission Facilities as specified below, and shall inform the Office of the 
Interconnection if the transaction is to be scheduled in the Day-ahead Energy Market.  Any 
Market Participant that elects to schedule an export, import or wheel through transaction in the 
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Day-ahead Energy Market may specify the price (such price not to exceed the maximum price 
that may be specified in the PJM Manuals), if any, at which the export, import or wheel through 
transaction will be wholly or partially curtailed.  The foregoing price specification shall apply to 
the applicable interface pricing point.  Any Market Participant that elects not to schedule its 
export, import or wheel through transaction in the Day-ahead Energy Market shall inform the 
Office of the Interconnection if the parties to the transaction are not willing to incur 
Transmission Congestion and Loss Charges in the Real-time Energy Market in order to complete 
any such scheduled transaction.  Scheduling of such transactions shall be conducted in 
accordance with the specifications in the PJM Manuals and the following requirements: 
 

i) Market Participants shall submit schedules for all energy purchases for 
delivery within the PJM Region, whether from resources inside or outside the PJM 
Region; 

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

the PJM Region from resources within the PJM Region that are not Dynamic Transfers to 
such entities pursuant to Section 1.12; and 

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

through transactions, Market Participants shall submit confirmations of each scheduled 
transaction from each other party to the transaction in addition to the party submitting the 
schedule, or the adjacent Control Area. 

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

of Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the 
same megawatt quantity of energy at a sink where such transaction specifies the maximum 
difference between the Locational Marginal Prices at the source and sink.  The Office of 
Interconnection will schedule these transactions only to the extent this difference in Locational 
Marginal Prices is within the maximum amount specified by the Market Participant.  A Virtual 
Transaction of this type is referred to as an “Up-to Congestion Transaction.”  Such Up-to 
Congestion Transactions may be wholly or partially scheduled depending on the price difference 
between the source and sink locations in the Day-ahead Energy Market.  The maximum 
difference between the source and sink prices that a participant may specify shall be limited to 
+/- $50/MWh.  The foregoing price specification shall apply to the price difference between the 
specified source and sink in the day-ahead scheduling process only.  An accepted Up-to 
Congestion Transaction results in scheduled injection at a specified source and scheduled 
withdrawal of the same megawatt quantity at a specified sink in the Day-ahead Energy Market.  
The source-sink paths on which an Up-to Congestion Transaction may be submitted are limited 
to those paths posted on the PJM internet site and determined by the Office of the 
Interconnection using the following criteria: 

 
Step 1: Start with the historic set of eligible nodes that were available as sources and 
sinks for interchange transactions on the PJM OASIS. 
 
Step 2: Remove from the list of nodes described in Step 1 all load buses below 69 kV. 
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Step 3: Remove from the resulting set of nodes from Step 2 all generator buses at which 
no generators of 100 megawatts or more are connected.  
 
Step 4: Remove from the results of Step 3 all electrically equivalent nodes. 
  

  (d) Market Sellers wishing to sell into the Day-ahead Energy Market shall submit 
offers for the supply of energy (including energy from hydropower units), demand reductions, 
Regulation, Operating Reserves or other services for the following Operating Day.  Offers shall 
be submitted to the Office of the Interconnection in the form specified by the Office of the 
Interconnection and shall contain the information specified in the Office of the Interconnection’s 
Offer Data specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and 
the PJM Manuals, as applicable.  Market Sellers owning or controlling the output of a 
Generation Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, 
offered and cleared in a Base Residual Auction or Incremental Auction, or designated as 
replacement capacity, as specified in Attachment DD of the PJM Tariff, and that has not been 
rendered unavailable by a Generator Planned Outage, a Generator Maintenance Outage, or a 
Generator Forced Outage are subject to a Day-ahead Energy Market must-offer requirement and 
a Real-time Energy Market must-offer requirement and pursuant thereto shall submit offers for 
the available capacity of such Generation Capacity Resource, including any portion that is self-
scheduled by the Generating Market Buyer.  Such offers shall be based on the ICAP equivalent 
of the Market Seller’s cleared UCAP capacity commitment, provided, however, where the 
underlying resource is a Capacity Storage Resource or an Intermittent Resource, the Market 
Seller shall satisfy the Day-ahead Energy Market must-offer requirement and the Real-time 
Energy Market must-offer requirement by either self-scheduling or offering the unit as a 
dispatchable resource, in accordance with the PJM Manuals, where the hourly self-scheduled 
values for such Capacity Storage Resources and Intermittent Resources may vary hour to hour 
from the capacity commitment.  Any offer not designated as a Maximum Emergency offer shall 
be considered available for scheduling and dispatch under both Emergency and non-Emergency 
conditions.  Offers may only be designated as Maximum Emergency offers to the extent that the 
Generation Capacity Resource falls into at least one of the following categories: 
 

i)  Environmental limits.  If the resource has a limit on its run hours imposed by a 
federal, state, or other governmental agency that will significantly limit its availability, on 
either a temporary or long-term basis.  This includes a resource that is limited to 
operating only during declared PJM capacity emergencies by a governmental authority. 

 
ii)  Fuel limits.  If physical events beyond the control of the resource owner result 

in the temporary interruption of fuel supply and there is limited on-site fuel storage.  A 
fuel supplier’s exercise of a contractual right to interrupt supply or delivery under an 
interruptible service agreement shall not qualify as an event beyond the control of the 
resource owner. 

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

physical conditions at the resource significantly limit its availability. 
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iv)  Temporary megawatt additions.  If a resource can provide additional 
megawatts on a temporary basis by oil topping, boiler over-pressure, or similar 
techniques, and such megawatts are not ordinarily otherwise available. 

 
The submission of offers for resource increments that have not cleared in a Base Residual 
Auction or an Incremental Auction, were not committed in an FRR Capacity Plan, and were not 
designated as replacement capacity under Attachment DD of the PJM Tariff shall be optional, 
but any such offers must contain the information specified in the Office of the Interconnection’s 
Offer Data specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and 
the PJM Manuals, as applicable.  Energy offered from generation resources that have not cleared 
a Base Residual Auction or an Incremental Auction, were not committed in an FRR Capacity 
Plan, and were not designated as replacement capacity under Attachment DD of the PJM Tariff 
shall not be supplied from resources that are included in or otherwise committed to supply the 
Operating Reserves of a Control Area outside the PJM Region.   
 

The foregoing offers:  
 

i) Shall specify the Generation Capacity Resource or Demand Resource and 
energy or demand reduction amount, respectively, for each hour in the offer period, and 
the minimum run time for generation resources and minimum down time for Demand 
Resources;  

 
ii) Shall specify the amounts and prices for the entire Operating Day for each 

resource component offered by the Market Seller to the Office of the Interconnection; 
 

iii) If based on energy from a specific generation resource, may specify start-
up and no-load fees equal to the specification of such fees for such resource on file with 
the Office of the Interconnection, if based on reductions in demand from a Demand 
Resource may specify shutdown costs; 

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

proposes to supply a resource increment, including any curtailment rate specified in a 
bilateral contract for the output of the resource, or any cancellation fees; 

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

on acceptance by the deadline specified in this Schedule, with a second schedule 
applicable if accepted after the foregoing deadline; 

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

the Interconnection for scheduling and dispatch in accordance with the terms of the offer, 
which offer shall remain open through the Operating Day for which the offer is 
submitted; 

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

to supply energy or other services to the PJM Interchange Energy Market, such price or 
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prices being guaranteed by the Market Seller for the period extending through the end of 
the following Operating Day;  

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

generation resources, except (1) when a Market Seller’s cost-based offer is above 
$1,000/megawatt-hour and less than or equal to $2,000/megawatt-hour, then its market-
based offer must be less than or equal to the cost-based offer; and (2) when a Market 
Seller’s cost-based offer is greater than $2,000/megawatt-hour, then its market-based 
offer must be less than or equal to $2,000/megawatt-hour;  

 
ix) Shall not exceed an energy offer price of $1,000/megawatt-hour, plus the 

applicable Reserve Penalty Factor for the Primary Reserve Requirement, minus $1.00, for 
all Economic Load Response Resources; 

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

and Pre-Emergency Load Response participants with: 
 
 a) a 30 minute lead time, pursuant to Section A.2 of Attachment DD-

1 of the Tariff and the parallel provision of Schedule 6 of the RAA, $1,000/megawatt-
hour, plus the applicable Reserve Penalty Factor for the Primary Reserve Requirement, 
minus $1.00; 

 
 b) an approved 60 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provision of Schedule 6 of the RAA, 
$1,000/megawatt-hour, plus [the applicable Reserve Penalty Factor for the Primary 
Reserve Requirement divided by 2]; and 

 
 c) an approved 120 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provisions of Schedule 6 of the RAA, 
$1,100/megawatt-hour. 

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

hydropower units scheduled by the Office of the Interconnection pursuant to the hydro 
optimization tool in the Day-ahead Energy Market. 

 
 (e) A Market Seller that wishes to make a resource available to sell Regulation 
service shall submit an offer for Regulation that shall specify the megawatt of Regulation being 
offered, which must equal or exceed 0.1 megawatts, the Regulation Zone for which such 
regulation is offered, the price of the capability offer in dollars per MW, the price of the 
performance offer in Dollars per change in MW, and such other information specified by the 
Office of the Interconnection as may be necessary to evaluate the offer and the resource’s 
opportunity costs.  The total of the performance offer multiplied by the historical average 
mileage used in the market clearing plus the capability offer shall not exceed $100 per MWh in 
the case of Regulation offered for all Regulation Zones.  In addition to any market-based offer 
for Regulation, the Market Seller also shall submit a cost-based offer.  A cost-based offer must 
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be in the form specified in the PJM Manuals and consist of the following components as well as 
any other components specified in the PJM Manuals: 
 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 
rate increase resulting from operating the unit at lower megawatt output incurred from the 
provision of Regulation shall apply to the capability offer; 

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

regulation resource incurred from the provision of Regulation shall apply to the 
performance offer; and 

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

the capability offer. 
 
Qualified Regulation capability must satisfy the measurement and verification tests specified in 
the PJM Manuals. 
 
  (f) Each Market Seller owning or controlling the output of a Generation Capacity 
Resource committed to service of PJM loads under the Reliability Pricing Model or Fixed 
Resource Requirement Alternative shall submit a forecast of the availability of each such 
Generation Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-
binding forecast of the price at which it expects to offer a generation resource increment to the 
Office of the Interconnection over the next seven days, and (ii) shall submit a binding offer for 
energy, along with start-up and no-load fees, if any, for the next seven days or part thereof, for 
any generation resource with minimum notification or start-up requirement greater than 24 
hours.  Such resources committed by the Office of the Interconnection will not receive Operating 
Reserve Credits nor otherwise be made whole for its hours of operation for the duration of any 
portion of such commitment that exceeds the maximum start-up and notification times for such 
resources during Hot Weather Alerts and Cold Weather Alerts, consistent with Sections 3.2.3 
and 6.6 hereof. 
 
  (g) Each  offer by a Market Seller of a Generation Capacity Resource shall remain in 
effect for subsequent Operating Days until superseded or canceled. 
 
  (h) The Office of the Interconnection shall post the total hourly loads scheduled in the 
Day-ahead Energy Market, as well as, its estimate of the combined hourly load of the Market 
Buyers for the next four days, and peak load forecasts for an additional three days. 
 
  (i) Except for Economic Load Response Participants, all Market Participants may 
submit Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual 
Transactions must comply with the requirements set forth in the PJM Manuals and must specify 
amount, location and price, if any, at which the Market Participant desires to purchase or sell 
energy in the Day-ahead Energy Market.  The Office of the Interconnection may require that a 
market participant shall not submit in excess of a defined number of bid/offer segments in the 
Day-ahead Energy Market, as specified in the PJM Manuals, when the Office of the 
Interconnection determines that such limit is required to avoid or mitigate significant system 
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performance problems related to bid/offer volume. Notice of the need to impose such limit shall 
be provided prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  
For purposes of this provision, a bid/offer segment is each pairing of price and megawatt 
quantity submitted as part of an Increment Offer or Decrement Bid.  For purposes of applying 
this provision to an Up-to Congestion Transaction, a bid/offer segment shall refer to the pairing 
of a source and sink designation, as well as price and megawatt quantity, that comprise each Up-
to Congestion Transaction. 
 
  (j) A Market Seller that wishes to make a generation resource or Demand Resource 
available to sell Synchronized Reserve shall submit an offer for Synchronized Reserve that shall 
specify the megawatts of Synchronized Reserve being offered, which must equal or exceed 0.1 
megawatts, the price of the offer in dollars per megawatt hour, and such other information 
specified by the Office of the Interconnection as may be necessary to evaluate the offer and the 
energy used by the generation resource to provide the Synchronized Reserve and the generation 
resource’s unit specific opportunity costs.  The price of the offer shall not exceed the variable 
operating and maintenance costs for providing Synchronized Reserve plus seven dollars and fifty 
cents. 
 
  (k) An Economic Load Response Participant that wishes to participate in the Day-
ahead Energy Market by reducing demand shall submit an offer to reduce demand to the Office 
of the Interconnection.  The offer must equal or exceed 0.1 megawatts, and the offer shall 
specify:  (i) the amount of the offered curtailment in minimum increments of .1 megawatts: (ii) 
the Day-ahead Locational Marginal Price above which the end-use customer will reduce load, 
subject to section 1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, 
start-up costs associated with reducing load, including direct labor and equipment costs, 
opportunity costs, and/or a minimum of number of contiguous hours for which the load reduction 
must be committed.  Economic Load Response Participants submitting offers to reduce demand 
in the Day-ahead Energy Market may establish an incremental offer curve, provided that such 
offer curve shall be limited to ten price pairs (in MWs). 
 
  (l) Market Sellers owning or controlling the output of a Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or that offered and cleared in a 
Base Residual Auction or Incremental Auction, may submit demand reduction bids for the 
available load reduction capability of the Demand Resource.  The submission of demand 
reduction bids for Demand Resource increments that were not committed in an FRR Capacity 
Plan, or that have not cleared in a Base Residual Auction or Incremental Auction, shall be 
optional, but any such bids must contain the information required to be included in such bids, as 
specified in the PJM Economic Load Response Program.  A Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 
Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 
Energy Market as specified in the Economic Load Response Program; provided, however, that in 
the event of an Emergency PJM shall require Demand Resources to reduce load, notwithstanding 
that the Zonal LMP at the time such Emergency is declared is below the price identified in the 
demand reduction bid. 
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  (m) Market Sellers providing Day-ahead Scheduling Reserves Resources shall submit 
in the Day-ahead Scheduling Reserves Market:  1) a price offer in dollars per megawatt hour; 
and 2) such other information specified by the Office of the Interconnection as may be necessary 
to determine any relevant opportunity costs for the resource(s).  The foregoing notwithstanding, 
to qualify to submit  Day-ahead Scheduling Reserves pursuant to this section, the Day-ahead 
Scheduling Reserves Resources shall submit energy offers in the Day-ahead Energy Market 
including start-up and shut-down costs for generation resource and Demand Resources, 
respectively, and all generation resources that are capable of providing Day-ahead Scheduling 
Reserves that a particular resource can provide that service.  The MW quantity of Day-ahead 
Scheduling Reserves that a particular resource can provide in a given hour will be determined 
based on the energy Offer Data submitted in the Day-ahead Energy Market, as detailed in the 
PJM Manuals. 
 
1.10.1B Demand Bid Scheduling and Screening 
 

(a) The Office of the Interconnection shall apply Demand Bid Screening to all 
Demand Bids submitted in the Day-ahead Energy Market for each Load Serving Entity, 
separately by Zone.  Using Demand Bid Screening, the Office of the Interconnection will 
automatically reject a Load Serving Entity’s Demand Bids in any future Operating Day for 
which the Load Serving Entity submits bids if the total megawatt volume of such bids would 
exceed the Load Serving Entity’s Demand Bid Limit for any hour in such Operating Day, unless 
the Office of the Interconnection permits an exception pursuant to subsection (d) below. 
   

(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand 
Bid Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 
submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  
The Demand Bid Limit is calculated using the following equation:    
 
Demand Bid Limit =  greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 
Demand Reference Point + 10MW) 
 
Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 
Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 
in each Zone for any hour over the most recently available seven Operating Days for 
which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 
applicable Zone that is calculated on a daily basis. 

 
(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand 

Bid Screening may change its Demand Bids to reduce its total megawatt volume to a level that 
does not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules 
related to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   
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(d) PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid 
Limit when circumstances exist that will cause, or are reasonably expected to cause, a Load 
Serving Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. 
Examples of such circumstances include, but are not limited to, changes in load commitments 
due to state sponsored auctions, mergers and acquisitions between PJM Members, and sales and 
divestitures between PJM Members.  A Load Serving Entity may submit a written exception 
request to the Office of Interconnection for a higher Demand Bid Limit for an affected Operating 
Day.  Such request must include a detailed explanation of the circumstances at issue and 
supporting documentation that justify the Load Serving Entity’s expectation that its actual load 
will exceed its Demand Bid Limit. 
 
1.10.2 Pool-scheduled Resources.  
 
Pool-scheduled resources are those resources for which Market Participants submitted offers to 
sell energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead 
Energy Market, which the Office of the Interconnection scheduled in the Day-ahead Energy 
Market as well as generators committed by the Office of the Interconnection subsequent to the 
Day-ahead Energy Market.  Such resources shall be committed to provide energy in the real-time 
dispatch unless the schedules for such units are revised pursuant to Sections 1.10.9 or 1.11.  
Pool-scheduled resources shall be governed by the following principles and procedures. 
 
  (a) Pool-scheduled resources shall be selected by the Office of the Interconnection on 
the basis of the prices offered for energy and demand reductions and related services, whether 
the resource is expected to be needed to maintain system reliability during the Operating Day, 
start-up, no-load and cancellation fees, and the specified operating characteristics, offered by 
Market Sellers to the Office of the Interconnection by the offer deadline specified in Section 
1.10.1A.  Hydropower units can only be pool-scheduled if they are pumped storage units and 
scheduled by the Office of the Interconnection pursuant to the hydro optimization tool in the 
Day-ahead Energy Market. 
 
  (b) A resource that is scheduled by a Market Participant to support a bilateral sale, or 
that is self-scheduled by a Generating Market Buyer, shall not be selected by the Office of the 
Interconnection as a pool-scheduled resource except in an Emergency. 
 
  (c) Market Sellers offering energy from hydropower or other facilities with fuel or 
environmental limitations may submit data to the Office of the Interconnection that is sufficient 
to enable the Office of the Interconnection to determine the available operating hours of such 
facilities. 
 
  (d) The Market Seller of a resource selected as a pool-scheduled resource shall 
receive payments or credits for energy, demand reductions or related services, or for start-up and 
no-load fees, from the Office of the Interconnection on behalf of the Market Buyers in 
accordance with Section 3 of this Schedule 1.  Alternatively, the Market Seller shall receive, in 
lieu of start-up and no-load fees, its actual costs incurred, if any, up to a cap of the resource’s 
start-up cost, if the Office of the Interconnection cancels its selection of the resource as a pool-
scheduled resource and so notifies the Market Seller before the resource is synchronized. 
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  (e) Market Participants shall make available their pool-scheduled resources to the 
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs 
of the applicable Control Zone. 
 
  (f) Economic Load Response Participants offering to reduce demand shall specify: (i) 
the amount of the offered curtailment, which offer must equal or exceed 0.1 megawatts, in 
minimum increments of .1 megawatts; (ii) the real-time Locational Marginal Price above which 
the end-use customer will reduce load; and (iii) at the Economic Load Response Participant’s 
option, shut-down costs associated with reducing load, including direct labor and equipment 
costs, opportunity costs, and/or a minimum number of contiguous hours for which the load 
reduction must be committed.  Economic Load Response Participants submitting offers to reduce 
demand in the Real-time Energy Market may establish an incremental offer curve, provided that 
such offer curve shall be limited to ten price pairs (in MWs).  Economic Load Response 
Participants offering to reduce demand shall also indicate the hours that the demand reduction is 
not available. 
 
1.10.3 Self-scheduled Resources. 
 
Self-scheduled resources shall be governed by the following principles and procedures. 
 
  (a) Each Generating Market Buyer shall use all reasonable efforts, consistent with 
Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 
 
  (b) The offered prices of resources that are self-scheduled, or otherwise not following 
the dispatch orders of the Office of the Interconnection, shall not be considered by the Office of 
the Interconnection in determining Locational Marginal Prices. 
 
  (c) Market Participants shall make available their self-scheduled resources to the 
Office of the Interconnection for coordinated operation to supply the Operating Reserves needs 
of the applicable Control Zone, by submitting an offer as to such resources. 
 
  (d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market 
that does not deliver the energy in the Real-time Energy Market, shall replace the energy not 
delivered with energy from the Real-time Energy Market and shall pay for such energy at the 
applicable Real-time Price. 
 

(e) Hydropower units, excluding pumped storage units, may only be self-scheduled. 
 
1.10.4 Capacity Resources. 
 
  (a) A Generation Capacity Resource committed to service of PJM loads under the 
Reliability Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-
scheduled resource shall be made available for scheduling and dispatch at the direction of the 
Office of the Interconnection.  Such a Generation Capacity Resource that does not deliver energy 
as scheduled shall be deemed to have experienced a Generator Forced Outage to the extent of 
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such energy not delivered.  A Market Participant offering such Generation Capacity Resource in 
the Day-ahead Energy Market shall replace the energy not delivered with energy from the Real-
time Energy Market and shall pay for such energy at the applicable Real-time Price. 
 
  (b) Energy from a Generation Capacity Resource committed to service of PJM loads 
under the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 
scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 
may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 
with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 
not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 
must be made available upon request to the Office of the Interconnection for scheduling and 
dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 
Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 
applicable Real-time Price for energy delivered.  
 
  (c) A resource that has been self-scheduled shall not receive payments or credits for 
start-up or no-load fees. 
 
1.10.5 External Resources.   
 
  (a) External Resources may submit offers to the PJM Interchange Energy Market, in 
accordance with the day-ahead and real-time scheduling processes specified above.  An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below shall 
be compensated on the same basis as other pool-scheduled resources.  External Resources that 
are not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 
basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 
Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 
resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 
resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 
such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 
PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 
 
  (b) Offers for External Resources from an aggregation of two or more generating 
units shall so indicate, and shall specify, in accordance with the Offer Data requirements 
specified by the Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; 
(iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) unless such information 
has previously been made available to the Office of the Interconnection, sufficient information, 
as specified in the PJM Manuals, to enable the Office of the Interconnection to model the flow 
into the PJM Region of any energy from the External Resources scheduled in accordance with 
the Offer Data.   
 
  (c) Offers for External Resources on a resource-specific basis shall specify the 
resource being offered, along with the information specified in the Offer Data as applicable. 
 
1.10.6 External Market Buyers. 
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  (a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the 
Office of the Interconnection shall be delivered on a block loaded basis to the  bus or buses at the 
electrical boundaries of the PJM Region, or in such area with respect to an External Market 
Buyer’s load within such area not served by Network Service, at which the energy is delivered to 
or for the External Market Buyer.  External Market Buyers shall be charged (which charge may 
be positive or negative) at either the Day-ahead Prices or Real-time Prices, whichever is 
applicable, for energy at the foregoing bus or buses. 
 
  (b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 
Interchange Energy Market shall conform to the ramping and other applicable requirements of 
the interconnection agreement between the PJM Region and the Control Area to which, whether 
as an intermediate or final point of delivery, the purchased energy will initially be delivered. 
 
  (c) The Office of the Interconnection shall curtail deliveries to an External Market 
Buyer if necessary to maintain appropriate reserve levels for a Control Zone as defined in the 
PJM Manuals, or to avoid shedding load in such Control Zone. 
 
1.10.6A  Transmission Loading Relief Customers. 
 
  (a) An entity that desires to elect to pay Transmission Congestion Charges in order to 
continue its energy schedules during an Operating Day over contract paths outside the PJM 
Region in the event that PJM initiates Transmission Loading Relief that otherwise would cause 
PJM to request security coordinators to curtail such Member’s energy schedules shall: 
 

(i) enter its election on OASIS by 10:30 a.m. of the day before the Operating 
Day, in accordance with procedures established by PJM, which election shall be 
applicable for the entire Operating Day; and 

 
(ii) if PJM initiates Transmission Loading Relief, provide to PJM, at such 

time and in accordance with procedures established by PJM, the hourly integrated energy 
schedules that impacted the PJM Region (as indicated from the NERC Interchange 
Distribution Calculator) during the Transmission Loading Relief. 

 
  (b) If an entity has made the election specified in Section (a), then PJM shall not 
request security coordinators to curtail such entity’s energy transactions, except as may be 
necessary to respond to Emergencies.   
 
  (c) In order to make elections under this Section 1.10.6A, an entity must (i) have met 
the creditworthiness standards established by the Office of the Interconnection or provided a 
letter of credit or other form of security acceptable to the Office of the Interconnection, and (ii) 
have executed either the Agreement, a Service Agreement under the PJM Tariff, or other 
agreement committing to pay all Transmission Congestion Charges incurred under this Section. 
 
1.10.7 Bilateral Transactions.   
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Bilateral transactions as to which the parties have notified the Office of the Interconnection by 
the deadline specified in Section 1.10.1A that they elect not to be included in the Day-ahead 
Energy Market and that they are not willing to incur Transmission Congestion Charges in the 
Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary to 
reduce or alleviate transmission congestion.  Bilateral transactions that were not included in the 
Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 
transactions that were accepted in the Day-ahead Energy Market shall continue to be 
implemented during periods of congestion, except as may be necessary to respond to 
Emergencies. 
 
1.10.8 Office of the Interconnection Responsibilities. 
 
  (a) The Office of the Interconnection shall use its best efforts to determine (i) the 
least-cost means of satisfying the projected hourly requirements for energy, Operating Reserves, 
and other ancillary services of the Market Buyers, including the reliability requirements of the 
PJM Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 
Operating Reserve and other ancillary service requirements for any portion of the load forecast 
of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-
ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 
take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 
Market and PJM Region energy requirements, giving due consideration to the energy 
requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 
properly submitted by Load Serving Entities for the Price Responsive Demand loads they serve; 
(ii) the offers submitted by Market Sellers; (iii) the availability of limited energy resources; (iv) 
the capacity, location, and other relevant characteristics of self-scheduled resources; (v) the 
objectives of each Control Zone for Operating Reserves, as specified in the PJM Manuals; (vi) 
the requirements of each Regulation Zone for Regulation and other ancillary services, as 
specified in the PJM Manuals; (vii) the benefits of avoiding or minimizing transmission 
constraint control operations, as specified in the PJM Manuals; and (viii) such other factors as 
the Office of the Interconnection reasonably concludes are relevant to the foregoing 
determination, including, without limitation, transmission constraints on external coordinated 
flowgates to the extent provided by section 1.7.6.  The Office of the Interconnection shall 
develop a Day-ahead Energy Market based on the foregoing determination, and shall determine 
the Day-ahead Prices resulting from such schedule.  The Office of the Interconnection shall 
report the planned schedule for a hydropower resource to the operator of that resource as 
necessary for plant safety and security, and legal limitations on pond elevations. 
 
  (b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each 
Operating Day, or such other  deadline as may be specified by the Office of the Interconnection 
in the PJM Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead 
Energy Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 
Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 
and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 
this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 
Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 
extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 
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otherwise interferes with the ability of the Office of the Interconnection to obtain Market 
Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  
Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 
data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 
the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 
as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 
Members as soon as practicable.  
 
  (c) Following posting of the information specified in Section 1.10.8(b), and absent 
extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 
of the Interconnection shall revise its schedule of generation resources to reflect updated 
projections of load, conditions affecting electric system operations in the PJM Region, the 
availability of and constraints on limited energy and other resources, transmission constraints, 
and other relevant factors.   
 
  (d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 
PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 
Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 
PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 
scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 
negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 
pursuant to Section 3.3A of this Schedule.  Notwithstanding the foregoing, if the Office of the 
Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 p.m. on the day 
before the affected Operating Day due to extraordinary circumstances as described in subsection 
(b) above, no settlements shall be made for the Day-ahead Energy Market, no scheduled 
megawatt quantities shall be established, and no Day-ahead Prices shall be established for that 
Operating Day.  Rather, for purposes of settlements for such Operating Day, the Office of the 
Interconnection shall utilize a scheduled megawatt quantity and price of zero and all settlements, 
including Financial Transmission Right Target Allocations, will be based on the real-time 
quantities and prices as determined pursuant to Sections 2.4 and 2.5 hereof. 
 
  (e) If the Office of the Interconnection discovers an error in prices and/or cleared 
quantities in the Day-ahead Energy Market, Real-time Energy Market, Ancillary Services 
Markets or Day Ahead Scheduling Reserve Market after it has posted the results for these 
markets on its Web site, the Office of the Interconnection shall notify Market Participants of the 
error as soon as possible after it is found, but in no event later than 12:00 p.m. of the second 
Bbusiness Dday following the Operating Day for the Ancillary Services Markets and Real-time 
Energy Market, and no later than 5:00 p.m. of the second Bbusiness Dday following the initial 
publication of the results for the Day-ahead Scheduling Reserve Market and Day-ahead Energy 
Market. 
 
After this initial notification, if the Office of the Interconnection determines it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the fifth Bbusiness Dday following the 
Operating Day for the Ancillary Services Markets and Real-time Energy Market, and no later 
than 5:00 p.m. of the fifth Bbusiness Dday following the initial publication of the results in the 
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Day-ahead Scheduling Reserve Market and the Day-ahead Energy Market.  Thereafter, the 
Office of the Interconnection must post on its Web site the corrected results by no later than 5:00 
p.m. of the tenth calendar day following the Operating Day for the Ancillary Services Markets, 
Day-ahead Energy Market and Real-time Energy Market, and no later than 5:00 p.m. of the tenth 
calendar day following the initial publication of the results in the Day-ahead Scheduling Reserve 
Market. Should any of the above deadlines pass without the associated action on the part of the 
Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
market results are under publicly noticed review by the FERC. 
 
 (f) Consistent with Section 18.17.1 of the PJM Operating Agreement, and 
notwithstanding anything to the contrary in the Operating Agreement or in the PJM Tariff, to 
allow the tracking of Market Participants’ non-aggregated bids and offers over time as required 
by FERC Order No. 719, the Office of the Interconnection shall post on its Web site the non-
aggregated bid data and Offer Data submitted by Market Participants (for participation in the 
PJM Interchange Energy Market) approximately four months after the bid or offer was submitted 
to the Office of the Interconnection.   
 
1.10.9 Hourly Scheduling. 
 
  (a) Following the initial posting by the Office of the Interconnection of the 
Locational Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right 
of the Office of the Interconnection to schedule and dispatch pool-scheduled resources and to 
direct that schedules be changed in an Emergency, and absent extraordinary circumstances 
preventing the clearing of the Day-ahead Energy Market, a generation rebidding period shall 
exist.  Typically the rebidding period shall be from the time the Office of the Interconnection 
posts the results of the Day-ahead Energy Market until 2:15 p.m. on the day before each 
Operating Day.  However, should the clearing of the Day-ahead Energy Market be significantly 
delayed, the Office of the Interconnection may establish a revised rebidding period.  During the 
rebidding period, Market Participants may submit revisions to generation Offer Data for any 
generation resource that was not selected as a pool-scheduled resource in the Day-ahead Energy 
Market.  Adjustments to the Day-ahead Energy Market shall be settled at the applicable Real-
time Prices, and shall not affect the obligation to pay or receive payment for the quantities of 
energy scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices. 
 
  (b) A Market Participant may adjust the schedule of a resource under its dispatch 
control on an hour-to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, 
provided that the Office of the Interconnection is notified not later than 60 minutes prior to the 
hour in which the adjustment is to take effect, as follows: 
 

i) A Generating Market Buyer may self-schedule any of its resource 
increments, including hydropower resources, not previously designated as self-scheduled 
and not selected as a pool-scheduled resource in the Day-ahead Energy Market; 

 
ii) A Market Participant may request the scheduling of a non-firm bilateral 

transaction; or 
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iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 
 

iv) A Generating Market Buyer may remove from service a resource 
increment, including a hydropower resource, that it had previously designated as self-
scheduled, provided that the Office of the Interconnection shall have the option to 
schedule energy from any such resource increment that is a Capacity Resource at the 
price offered in the scheduling process, with no obligation to pay any start-up fee. 

 
  (c) With respect to a pool-scheduled resource that is included in the Day-ahead 
Energy Market, a Market Seller may not change or otherwise modify its offer to sell energy. 
 
  (d) An External Market Buyer may refuse delivery of some or all of the energy it 
requested to purchase in the Day-ahead Energy Market by notifying the Office of the 
Interconnection of the adjustment in deliveries not later than 60 minutes prior to the hour in 
which the adjustment is to take effect, but any such adjustment shall not affect the obligation of 
the External Market Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy 
Market at the applicable Day-ahead Prices. 
 
  (e) The Office of the Interconnection shall provide External Market Buyers and 
External Market Sellers and parties to bilateral transactions with any revisions to their schedules 
resulting from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The 
Office of the Interconnection may also commit additional resources after such time as system 
conditions require.  For each hour in the Operating Day, as soon as practicable after the deadlines 
specified in the foregoing subsection of this Section 1.10, the Office of the Interconnection shall 
provide External Market Buyers and External Market Sellers and parties to bilateral transactions 
with any revisions to their schedules for the hour. 
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2.5 Calculation of Real-time Prices. 
 
 (a) The Office of the Interconnection shall determine the least costly means of 
obtaining energy to serve the next increment of load (taking account of any applicable and 
available load reductions indicated on PRD Curves properly submitted by any PRD Provider) at 
each bus in the PJM Region represented in the State Estimator and each Interface Pricing Point 
between PJM and an adjacent Control Area, based on the system conditions described by the 
most recent power flow solution produced by the State Estimator program and utilized in the 
PJM security-constrained economic dispatch algorithm and the energy offers that are the basis 
for the Day-ahead Energy Market, or that are determined to be eligible for consideration under 
Section 2.4 in connection with the real-time dispatch, as applicable.  This calculation shall be 
made by applying a real-time joint optimization of energy and reserves, given actual system 
conditions, a set of energy offers, a set of reserve offers, a set of Reserve Penalty Factors, and 
any binding transmission constraints that may exist.  In performing this calculation, the Office of 
the Interconnection shall calculate the cost of serving an increment of load at each bus from each 
resource associated with an eligible energy offer as the sum of the following components of 
Locational Marginal Price:  (1) System Energy Price, which is the price at which the Market 
Seller has offered to supply an additional increment of energy from a generation resource or 
decrease an increment of energy being consumed by a Demand Resource, (2) Congestion 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 the resource on transmission line 
loadings, and (3) Loss 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.  The real-time Locational Marginal Prices at 
a bus shall be determined  through the joint optimization program based on the lowest marginal 
cost to serve the next increment of load at the bus taking into account the applicable reserve 
requirements, unit resource constraints, transmission constraints, and marginal loss impact. 
 
 (b) If all reserve requirements in every modeled Reserve Zone and Reserve Sub-zone 
can be met at prices less than or equal to the applicable Reserve Penalty Factor for those reserve 
requirements, real-time Locational Marginal Prices shall be calculated as described in Section 
2.5(a) above and no Reserve Penalty Factor(s) shall apply beyond the normal lost opportunity 
costs incurred by the reserve requirements.  When a reserve requirement cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor(s) associated with a Reserve Zone or 
Reserve Sub-zone, the real-time Locational Marginal Prices shall be calculated by incorporating 
the applicable Reserve Penalty Factor(s) for the deficient reserve requirement as the lost 
opportunity cost impact of the deficient reserve requirement, and the components of Locational 
Marginal Prices referenced in Section 2.5(a) above shall be calculated as described below. 
 

(c)   The Office of the Interconnection shall issue day-ahead alerts to PJM Members of 
the possible need to use emergency procedures during the following Operating Day.  Such 
emergency procedures may be required to alleviate real-time emergency conditions such as a 
transmission emergency or potential reserve shortage.  The alerts issued by the Office of the 
Interconnection may include, but are not limited to, the Maximum Generation Emergency 
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Generation Alert, Primary Reserve Alert and/or Voltage Reduction Alert.   These alerts shall be 
issued to keep all affected system personnel informed of the forecasted status of the PJM bulk 
power system. The Office of the Interconnection shall notify PJM Members of all alerts and the 
cancellation thereof via the methods described in the PJM Manuals.  The alerts shall be issued as 
soon as practicable to allow PJM Members sufficient time to prepare for such operating 
conditions.  The day-ahead alerts issued by the Office of the Interconnection are for 
informational purposes only and by themselves will not impact price calculation during the 
Operating Day. 

 

 (d) The Office of the Interconnection shall issue a warning of impending operating 
reserve shortage and other emergency conditions in real-time to inform members of actual 
capacity shortages or contingencies that may jeopardize the reliable operation of the PJM bulk 
power system. Such warnings will generally precede any associated action taken to address the 
shortage conditions.   The Office of the Interconnection shall notify PJM Members of the 
issuance and cancellation of emergency procedures via the methods described in the PJM 
Manuals. The warnings that the Office of the Interconnection may issue include, but are not 
limited to, the Primary Reserve Warning, Voltage Reduction Warning, and Manual Load Dump 
Warning.   

The purpose of the Primary Reserve Warning is to warn members that the available Primary 
Reserve may be less than the Primary Reserve Requirement.  If the Primary Reserve shortage 
condition was forecasted in both security-constrained economic dispatch solutions as described 
in Section 2.2(d) above, the applicable Reserve Penalty Factor is incorporated into the 
Synchronized Reserve Market Clearing Price, Non-Synchronized Reserve Market Clearing Price 
and Locational Marginal Price as applicable.  

The purpose of the Voltage Reduction Warning is to warn PJM Members that the available 
Synchronized Reserve may be less than the Synchronized Reserve Requirement and that a 
voltage reduction may be required.  Following the Voltage Reduction Warning, the Office of the 
Interconnection may issue a Voltage Reduction Action during which it directs PJM Members to 
initiate a voltage reduction.  If the Office of the Interconnection issues a Voltage Reduction 
Action for the Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary 
Reserve Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement 
are incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Voltage Reduction Action has been 
terminated.  

The purpose of the Manual Load Dump Warning is to warn members that dumping load may be 
necessary to maintain reliability.  Following the Manual Load Dump Warning, the Office of the 
Interconnection may commence a Manual Load Dump Action during which it directs PJM 
Members to initiate a manual load dump pursuant to the procedures described in the PJM 
Manuals.  If the Office of the Interconnection issues a Manual Load Dump Action for the 
Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary Reserve 
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Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement are 
incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Manual Load Dump Action has been 
terminated.  

Shortage pricing will be terminated in a Reserve Zone or Reserve Sub-Zone when demand and 
reserve requirements can be fully satisfied with generation and demand response resources and 
any Voltage Reduction Action and/or Manual Load Dump Action taken for that Reserve Zone or 
Reserve Sub-Zone has also been terminated.   
 
 (e) During the Operating Day, the calculation set forth in (a) shall be performed every 
five minutes, using the Office of the Interconnection’s Locational Marginal Price program, 
producing a set of Real-time Prices based on system conditions during the preceding interval.  
The prices produced at five-minute intervals during an hour will be integrated to determine the 
Real-time Prices for that hour. 
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2.6A Interface Prices. 
 
PJM shall from time to time, as appropriate, define and revise Interface Pricing Points for 
purposes of calculating LMPs for energy exports to or energy imports from external balancing 
authority areas.  Such Interface Pricing Points may represent external balancing authority areas, 
aggregates of external balancing authority areas, or portions of any external balancing authority 
area.  Subject to the terms of this Section 2.6A, PJM may define Interface Pricing Points and 
interface pricing methods for a sub-area of a balancing authority area different from the pricing 
points and interface pricing methods applicable to the adjacent balancing authority area where 
the sub-area is located, and no action of the balancing authority area or any entity whose 
transactions do not source and/or sink within the sub-area shall affect the pricing points or 
interface pricing methods established for such sub-area. Definitions of Interface Pricing Points 
and price calculation methodologies may vary, depending on such factors as whether an external 
balancing authority area operates an organized electric market with locational pricing, whether 
the external balancing authority has entered an interregional congestion management agreement 
with PJM, and the availability of data from the external balancing authority area on such relevant 
items as unit costs, run status, and output.  PJM shall negotiate in good faith with any external 
balancing authority that seeks to enter into an interregional congestion management agreement 
with PJM, and will file such agreement, upon execution, with the Commission.  In the event PJM 
and an external balancing authority do not reach a mutually acceptable agreement, the external 
balancing authority may request, and PJM shall file with the Commission within 90 days after 
such request, an unexecuted congestion management agreement for such balancing authority. 
Nothing herein precludes PJM from entering into agreements with External Resource owners for 
the Dynamic Transfer of such resources, as contemplated by section 1.12 of this Schedule, at 
prices determined in accordance with such agreements.  Acceptable pricing point definitions and 
pricing methodologies include, but are not limited to, the following: 
 
 (a) External Balancing Authority Areas that are Part of Larger Centrally Dispatched 
Organizations.  PJM shall determine a set of nodes external to the PJM system representing an 
external balancing authority area or set of balancing authority areas via flow analysis, utilizing 
standard power flow analysis tools, of the impact of transactions from the balancing authority 
area or areas on the transmission facilities connecting PJM with such external area(s).  PJM shall 
then weight the contribution of each identified node to the calculation of the interface price. For 
each Interface Pricing Point, a set of Tie Lines will be defined and each node in the interface 
definition will be assigned to a Tie Line.  PJM shall utilize the sensitivity of the Tie Lines to an 
injection at each external pricing point to weight the node associated with that Tie Line in the 
Interface Pricing Point calculation, as more fully described in the PJM Manuals.  
 

(b) External Areas that are Not Part of Larger Centrally Dispatched Organizations.  
PJM may define pricing points aggregating multiple directly or non-directly connected external 
balancing authority areas that are not part of larger centrally dispatched organizations.  Prices at 
such points representing aggregated balancing authority areas shall be determined as described in 
subsection (a) above; provided, however, that PJM shall define Interface Pricing Points 
corresponding to individual, directly connected balancing authority areas, and establish 
alternative pricing methodologies for use as to such areas, to the extent that necessary supporting 
data is provided from the external area, as follows: 



 

Page 243 

 
(1) PJM will define an Interface Pricing Point corresponding to a directly 

connected individual external balancing authority area or sub-area within a directly 
connected balancing authority area and determine prices in accordance with High-Low 
Pricing, as defined in section (A) below, if the balancing authority area or sub-area within 
the balancing authority area provides the data described in section (B) below. 

 
(A) Under High-Low Pricing, the price for imports of energy to PJM 

from the external balancing authority area shall equal the LMP calculated by PJM 
at the generator bus in such area with an output greater than 0 MW that has the 
lowest price in such area; and the price for exports of energy from PJM to the 
external balancing authority area shall equal the price at the generator bus in such 
area with an output greater than 0 MW that has the highest price in such area, 
updated every 5 minutes in the real time market and calculated for each hour in 
the Day-Ahead market, to the extent and for the periods that the information 
described below is provided. 

 
(B)   Such pricing point and pricing methodology shall be provided 

only to the extent the external balancing authority area or sub-area provides or 
causes to be provided to PJM real-time telemetered load, generation and similar 
data for such area or sub-area demonstrating that the transaction receiving such 
pricing sources, or sinks as appropriate, in such area or sub-area.  Such data shall 
be of the type and in the form specified in the PJM Manuals.  If such data is 
provided, any transaction, regardless of participant, sourcing or sinking in such 
area will be priced in accordance with section (A) above.  During any hour in 
which any entity makes any purchases from other external areas outside of such 
area or sub-area (other than delivery of external designated Network Resources or 
such other exceptions specifically documented for such area or sub-area in the 
PJM Manuals) at the same time that energy sales into PJM are being made, or 
purchases energy from PJM for delivery into such area or sub-area while sales 
from such area to other external areas are simultaneously implemented (subject to 
any exceptions specifically documented for such area or sub-area in the PJM 
Manuals), pricing will revert to the applicable import or export pricing point that 
would otherwise be assigned to such external area or sub-area.   

 
(2) PJM will define an Interface Pricing Point corresponding to an individual 

external balancing authority area or sub-area within a directly connected balancing 
authority area and determine prices in accordance with Marginal Cost Proxy Pricing, as 
defined in section (A) below, if the balancing authority area or sub-area within a directly 
connected balancing authority area provides, in addition to the data specified in section 
(1)(B) above, the data described in section (B) below provided, however, that such 
pricing methodology shall terminate, and pricing shall be governed by the methodology 
described in subsection (a) or (b)(1) above, as applicable, on January 31, 2010 for any 
external balancing authority area that has not executed an interregional congestion 
management agreement with the Office of the Interconnection prior to January 31, 2010. 
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(A)  Under Marginal Cost Proxy Pricing, PJM shall compare the 
individual bus LMP for each generator in the PJM model in the directly connected 
balancing authority area or sub-area having a telemetered output greater than zero 
MW to the marginal cost for that generator.   

 
In real time, during each 5-minute calculation of LMPs for the PJM Region, PJM 
shall calculate the energy price for imports to PJM from such area or sub-area as 
the lowest LMP of any generator bus in such area or sub-area with an output 
greater than 0 MW that has an LMP less than its marginal cost for such 5-minute 
interval.  If no generator with an output greater than 0 MW has an LMP less than 
its marginal cost, then the import price shall be the average of the bus LMPs for 
the set of generators in such area with an output greater than 0 MW that PJM 
determines to be the marginal units in that area for that 5-minute interval.  PJM 
shall determine the set of marginal units in the external area by summing the 
output of the units serving load in that area in ascending order of the units’ 
marginal costs until such sum equals the real time load in such external area.  
Units in the external area with marginal costs at or above that of the last unit 
included in the sum shall be the marginal units for that area for that interval. 

 
PJM similarly shall calculate the energy price for exports from PJM to such area 
or sub-area as the highest LMP of any generator bus in such area or sub-area with 
an output greater than 0 MW that has an LMP greater than its marginal cost for 
such 5-minute interval.   If no generator with an output greater than 0 MW has an 
LMP greater than its marginal cost, then the export price shall be the  average of 
the bus LMPs for the set of generators with an output greater than 0 MW that PJM 
determines to be the marginal units in such area for that 5-minute interval, as 
described above. 

 
Locational interface prices in the Day-ahead Energy Market shall be calculated in 
the same manner as set forth above for the Real-time Energy Market, except that 
such prices will be determined on an hourly basis, utilizing information regarding 
whether each unit in such area is scheduled to run for each hour of the following 
day, provided as specified in subsection (B) below. 

 
(B)   Such pricing point and pricing methodology shall be provided 

only to the extent the external balancing authority area or sub-area provides or 
causes to be provided to PJM (i) unit-specific, real time telemetered output data 
for each unit in the PJM network model in such area or sub-area; (ii) unit-specific 
marginal cost data for each unit in the PJM network model in such area or sub-
area, prepared in accordance with the PJM Manuals and subject to the same 
review of the PJM Independent Market Monitor as any such cost data for internal 
PJM units; and (iii) a day-ahead indication for each unit in such area or sub-area 
as to whether that unit is scheduled to run for each hour of the following day.  
During any hour in which any entity makes any purchases from other external 
areas outside of such area or sub-area (other than delivery of external designated 
Network Resources or such other exceptions specifically documented for such 
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area or sub-area in the PJM Manuals) at the same time that energy sales into PJM 
are being made, or purchases energy from PJM for delivery into such area or sub-
area while sales from such area to other external areas are simultaneously 
implemented (subject to any exceptions specifically documented for such area or 
sub-area in the PJM Manuals), pricing will revert to the applicable import or 
export pricing point that would otherwise be assigned to such external area or 
sub-area. 

 
(C) PJM shall post the individual generator bus LMPs in the directly 

connected external control areas for informational purposes; provided, however, 
that no settlement shall take place at such external bus LMPs, and such nodes 
shall not be available for the submission of Virtual Transactions in the PJM Day-
ahead Energy Market. 

 
(3) All data provided to PJM by balancing and/or reliability authorities 

hereunder will be used only for the purpose of implementing the interface pricing set 
forth herein, will be treated confidentially by PJM, and will be afforded the same 
treatment provided to Member confidential data under the PJM Operating Agreement. 

 
(4) PJM reserves the right to audit the data supplied to PJM hereunder by 

giving written notice to the relevant balancing/reliability authority/market operator no 
more than three months following provision of such data, and at least ten (10) Bbusiness 
Ddays in advance of the date that PJM wishes to initiate such audit, with completion of 
the audit occurring within sixty (60) days of such notice.  Each party shall be responsible 
for its own expenses related to any such audit. 
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3.2 Market Buyers. 
 
3.2.1 Spot Market Energy Charges. 
 
 (a) The Office of the Interconnection shall calculate System Energy Prices in the 
form of Day-ahead System Energy Prices and Real-time System Energy Prices for the PJM 
Region, in accordance with Section 2 of this Schedule. 
 
 (b) Market Buyers shall be charged for all load (net of Behind The Meter Generation 
expected to be operating, but not to be less than zero) scheduled to be served from the PJM 
Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead System Energy 
Price. 
 
 (c) Generating Market Buyers shall be paid for all energy scheduled to be delivered 
to the PJM Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead 
System Energy Price. 
 
 (d) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the total amount of net hourly PJM Interchange for each Market 
Buyer, including Generating Market Buyers, in accordance with the PJM Manuals.  For Internal 
Market Buyers that are Load Serving Entities or purchasing on behalf of Load Serving Entities, 
this calculation shall include determination of the net energy flows from:  (i) Tie Lines; (ii) any 
generation resource the output of which is controlled by the Market Buyer but delivered to it 
over another entity’s Transmission Facilities; (iii) any generation resource the output of which is 
controlled by another entity but which is directly interconnected with the Market Buyer’s 
transmission system; (iv) deliveries pursuant to bilateral energy sales; (v) receipts pursuant to 
bilateral energy purchases; and (vi) an adjustment to account for the day-ahead PJM Interchange, 
calculated as the difference between scheduled withdrawals and injections by that Market Buyer 
in the Day-ahead Energy Market.  For External Market Buyers and Internal Market Buyers that 
are not Load Serving Entities or purchasing on behalf of Load Serving Entities, this calculation 
shall determine the energy scheduled hourly for delivery to the Market Buyer net of the amounts 
scheduled by such Market Buyer in the Day-ahead Energy Market. 
 
 (e) An Internal Market Buyer shall be charged for Spot Market Energy purchases to 
the extent of its hourly net purchases from the PJM Interchange Energy Market, determined as 
specified in Section 3.2.1(d) above.  An External Market Buyer shall be charged for its Spot 
Market Energy purchases based on the energy delivered to it, determined as specified in Section 
3.2.1(d) above.  The total charge shall be determined by the product of the hourly net amount of 
PJM Interchange Imports times the hourly Real-time System Energy Price for that Market Buyer. 
 
 (f) A Generating Market Buyer shall be paid as a Market Seller for sales of Spot 
Market Energy to the extent of its hourly net sales into the PJM Interchange Energy Market, 
determined as specified in Section 3.2.1(d) above.  The total payment shall be determined by the 
product of the hourly net amount of PJM Interchange Exports times the hourly Real-time System 
Energy Price for that Market Seller. 
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3.2.2 Regulation. 
 
 (a) Each Internal Market Buyer that is a Load Serving Entity in a Regulation Zone 
shall have an hourly Regulation objective equal to its pro rata share of the Regulation 
requirements of such Regulation Zone for the hour, based on the Internal Market Buyer’s total 
load (net of operating Behind The Meter Generation, but not to be less than zero) in such 
Regulation Zone for the hour (“Regulation Obligation”).  An Internal Market Buyer that does not 
meet its hourly Regulation obligation shall be charged the following for Regulation dispatched 
by the Office of the Interconnection to meet such obligation: (i) the capability Regulation 
market-clearing price determined in accordance with subsection (h) of this section; (ii) the 
amounts, if any, described in subsection (f) of this section; and (iii) the performance Regulation 
market-clearing price determined in accordance with subsection (g) of this section. 
 
 (b) Each Market Seller and Generating Market Buyer shall be credited for each of its 
resources supplying Regulation in a Regulation Zone at the direction of the Office of the 
Interconnection such that the calculated credit for each increment of Regulation provided by 
each resource shall be the higher of: (i) the Regulation market-clearing price; or (ii) the sum of 
the applicable Regulation offers for a resource determined pursuant to Section 3.2.2A.1 of this 
Schedule, the unit-specific shoulder hour opportunity costs described in subsection (e) of this 
section, the unit-specific inter-temporal opportunity costs, and the unit-specific opportunity costs 
discussed in subsection (d) of this section.   
  
 (c) The total Regulation market-clearing price in each Regulation Zone shall be 
determined at a time to be determined by the Office of the Interconnection which shall be no 
earlier than the day before the Operating Day. In accordance with the PJM Manuals, the total 
Regulation market-clearing price shall be calculated by optimizing the dispatch profile to obtain 
the lowest cost combination set of resources that satisfies the Regulation requirement. The 
market-clearing price for each regulating hour shall be equal to the average of all 5-minute 
clearing prices calculated during that hour. The total Regulation market-clearing price shall 
include: (i) the performance Regulation market-clearing price in a Regulation Zone that shall be 
calculated in accordance with subsection (g) of this section; (ii) the capability Regulation 
market-clearing price that shall be calculated in accordance with subsection (h) of this section; 
and (iii) a Regulation resource’s unit-specific opportunity costs during the 5-minute period, 
determined as described in subsection (d) below, divided by the unit-specific benefits factor 
described in subsection (j) of this section and divided by the historic accuracy score of the 
resource from among the resources selected to provide Regulation.  A resource’s Regulation 
offer by any Market Seller that fails the three-pivotal supplier test set forth in section 3.2.2A.1 of 
this Schedule shall not exceed the cost of providing Regulation from such resource, plus twelve 
dollars, as determined pursuant to the formula in section 1.10.1A(e) of this Schedule. 
 
 (d) In determining the Regulation 5-minute clearing price for each Regulation Zone, 
the estimated unit-specific opportunity costs of a generation resource offering to sell Regulation 
in each regulating hour, except for hydroelectric resources, shall be equal to the product of (i) the 
deviation of the set point of the generation resource that is expected to be required in order to 
provide Regulation from the generation resource’s expected output level if it had been 
dispatched in economic merit order times, (ii) the absolute value of the difference between the 
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expected Locational Marginal Price at the generation bus for the generation resource and the 
lesser of the available market-based or highest available cost-based energy offer from the 
generation resource (at the megawatt level of the Regulation set point for the resource) in the 
PJM Interchange Energy Market.  
 
For hydroelectric resources offering to sell Regulation in a regulating hour, the estimated unit-
specific opportunity costs for each hydroelectric resource in spill conditions as defined in the 
PJM Manuals will be the full value of the Locational Marginal Price at that generation bus for 
each megawatt of Regulation capability. 
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and has a day-ahead megawatt commitment greater 
than zero shall be equal to the product of (i) the deviation of the set point of the hydroelectric 
resource that is expected to be required in order to provide Regulation from the hydroelectric 
resource’s expected output level if it had been dispatched in economic merit order times (ii) the 
difference between the expected Locational Marginal Price at the generation bus for the 
hydroelectric resource and the average of the Locational Marginal Price at the generation bus for 
the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding those hours 
during which all available units at the hydroelectric resource were operating.  Estimated 
opportunity costs shall be zero for hydroelectric resources for which the average Locational 
Marginal Price at the generation bus for the appropriate on-peak or off-peak period, excluding 
those hours during which all available units at the hydroelectric resource were operating is higher 
than the actual Locational Marginal Price at the generator bus for the regulating hour.   
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and does not have a day-ahead megawatt commitment 
greater than zero shall be equal to the product of (i) the deviation of the set point of the 
hydroelectric resource that is expected to be required in order to provide Regulation from the 
hydroelectric resource’s expected output level if it had been dispatched in economic merit order 
times (ii) the difference between the average of the Locational Marginal Price at the generation 
bus for the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding 
those hours during which all available units  at the hydroelectric resource were operating and the 
expected Locational Marginal Price at the generation bus for the hydroelectric resource.  
Estimated opportunity costs shall be zero for hydroelectric resources for which the actual 
Locational Marginal Price at the generator bus for the regulating hour is higher than the average 
Locational Marginal Price at the generation bus for the appropriate on-peak or off-peak period, 
excluding those hours during which all available units at the hydroelectric resource were 
operating.   
 
For the purpose of committing resources and setting Regulation market clearing prices, the 
Office of the Interconnection shall utilize day-ahead Locational Marginal Prices to calculate 
opportunity costs for hydroelectric resources.  For the purposes of settlements, the Office of the 
Interconnection shall utilize the real-time Locational Marginal Prices to calculate opportunity 
costs for hydroelectric resources. 
 
Estimated opportunity costs for Demand Resources to provide Regulation are zero. 
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 (e) In determining the credit under subsection (b) to a Market Seller or Generating 
Market Buyer selected to provide Regulation in a Regulation Zone and that actively follows the 
Office of the Interconnection‘s Regulation signals and instructions, the unit-specific opportunity 
cost of a generation resource shall be determined for each hour that the Office of the 
Interconnection requires a generation resource to provide Regulation, and for the percentage of 
the preceding shoulder hour and the following shoulder hour during which the Generating 
Market Buyer or Market Seller provided Regulation. The unit-specific opportunity cost incurred 
during the hour in which the Regulation obligation is fulfilled shall be equal to the product of (i) 
the deviation of the generation resource‘s output necessary to follow the Office of the 
Interconnection‘s Regulation signals from the generation resource‘s expected output level if it 
had been dispatched in economic merit order times (ii) the absolute value of the difference 
between the Locational Marginal Price at the generation bus for the generation resource and the 
lesser of the available market-based or highest available cost-based energy offer from the 
generation resource (at the actual megawatt level of the resource when the actual megawatt level 
is within the tolerance defined in the PJM Manuals for the Regulation set point, or at the 
Regulation set point for the resource when it is not within the corresponding tolerance) in the 
PJM Interchange Energy Market. Opportunity costs for Demand Resources to provide 
Regulation are zero. 
 
The unit-specific opportunity costs associated with uneconomic operation during the preceding 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the initial regulating hour in order to 
provide Regulation and the resource‘s expected output in the preceding shoulder hour times (ii) 
the absolute value of the difference between the Locational Marginal Price at the generation bus 
for the generation resource in the preceding shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in the initial regulating hour) in the PJM 
Interchange Energy Market, times (iii) the percentage of the preceding shoulder hour during 
which the deviation was incurred, all as determined by the Office of the Interconnection in 
accordance with procedures specified in the PJM Manuals. 
 
The unit-specific opportunity costs associated with uneconomic operation during the following 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the final regulating hour in order to provide 
Regulation and the resource‘s expected output in the following shoulder hour times (ii) the 
absolute value of the difference between the Locational Marginal Price at the generation bus for 
the generation resource in the following shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in final regulating hour) in the PJM Interchange 
Energy Market, times (iii) the percentage of the following shoulder hour during which the 
deviation was incurred, all as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. 
 
 (f) Any amounts credited for Regulation in an hour in excess of the Regulation 
market-clearing price in that hour shall be allocated and charged to each Internal Market Buyer 
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in a Regulation Zone that does not meet its hourly Regulation obligation in proportion to its 
purchases of Regulation in such Regulation Zone in megawatt-hours during that hour. 
 
 (g)  To determine the performance Regulation market-clearing price for each 
Regulation Zone, the Office of the Interconnection shall adjust the submitted performance offer 
for each resource in accordance with the historical performance of that resource, the amount of 
Regulation that resource will be dispatched based on the ratio of control signals calculated by the 
Office of the Interconnection, and the unit-specific benefits factor described in subsection (j) of 
this section for which that resource is qualified.  The maximum adjusted performance offer of all 
cleared resources will set the performance Regulation market-clearing price. 
 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions, will be credited for Regulation performance by multiplying 
the assigned MW(s) by the performance Regulation market-clearing price, by the ratio between 
the requested mileage for the Regulation dispatch signal assigned to the Regulation resource and 
the Regulation dispatch signal assigned to traditional resources, and by the Regulation resource’s 
accuracy score calculated in accordance with subsection (k) of this section. 
 

(h) The Office of the Interconnection shall divide each Regulation resource’s 
capability offer by the unit-specific benefits factor described in subsection (j) of this section and 
divided by the historic accuracy score for the resource for the purposes of committing resources 
and setting the market clearing prices.  

 
The Office of the Interconnection shall calculate the capability Regulation market-clearing price 
for each Regulation Zone by subtracting the performance Regulation market-clearing price 
described in subsection (g) from the total Regulation market clearing price described in 
subsection (c). This residual sets the capability Regulation market clearing price for that market 
hour. 

 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions will be credited for Regulation capability based on the 
assigned MW and the capability Regulation market-clearing price multiplied by the Regulation 
resource’s accuracy score calculated in accordance with subsection (k) of this section. 

 
(i)  In accordance with the processes described in the PJM Manuals, the Office of the 

Interconnection shall: (i) calculate inter-temporal opportunity costs for each applicable resource; 
(ii) include such inter-temporal opportunity costs in each applicable resource’s offer to sell 
frequency Regulation service; and (iii) account for such inter-temporal opportunity costs in the 
Regulation market-clearing price.   

 
(j)  The Office of the Interconnection shall calculate a unit-specific benefits factor for 

each of the dynamic Regulation signal and traditional Regulation signal in accordance with the 
PJM Manuals.  Each resource shall be assigned a unit-specific benefits factor based on their 
order in the merit order stack for the applicable Regulation signal.  The unit-specific benefits 
factor is the point on the benefits factor curve that aligns with the last megawatt, adjusted by 
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historical performance, that resource will add to the dynamic resource stack.  The unit-specific 
benefits factor for the traditional Regulation signal shall be equal to one. 

 
 (k) The Office of the Interconnection shall calculate each Regulation resource’s 
accuracy score.  The accuracy score shall be the average of a delay score, correlation score, and 
energy score for each ten second interval.  For purposes of setting the interval to be used for the 
correlation score and delay scores, PJM will use the maximum of the correlation score plus the 
delay score for each interval.     
 
The Office of the Interconnection shall calculate the correlation score using the following 
statistical correlation function (r) that measures the delay in response between the Regulation 
signal and the resource change in output: 
 
 Correlation Score = rSignal,Response(δ,δ+5 Min); 
     δ=0 to 5 Min 
 
 where δ is delay. 
 
The Office of the Interconnection shall calculate the delay score using the following equation: 
 
 Delay Score = Abs ((δ- 5 Minutes) / (5 Minutes)). 
 
The Office of the Interconnection shall calculate a energy score as a function of the difference in 
the energy provided versus the energy requested by the Regulation signal while scaling for the 
number of samples.  The energy score is the absolute error (ε) as a function of the resource’s 
Regulation capacity using the following equations: 
 
 Energy Score = 1 - 1/n ∑ Abs (Error); 
 
 Error = Average of Abs ((Response - Regulation Signal) / (Hourly Average Regulation 
 Signal)); and 
 

n = the number of samples in the hour and the energy. 
 
The Office of the Interconnection shall calculate an accuracy score for each Regulation resource 
that is the average of the delay score, correlation score, and energy score for a five-minute period 
using the following equation where the energy score, the delay score, and the correlation score 
are each weighted equally: 
 
 Accuracy Score = max ((Delay Score) + (Correlation Score)) + (Energy  Score). 
 
The historic accuracy score will be based on a rolling average of the hourly accuracy scores, with 
consideration of the qualification score, as defined in the PJM Manuals. 
 
3.2.2A Offer Price Caps. 
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3.2.2A.1 Applicability. 
 
 (a) Each hour, the Office of the Interconnection shall conduct a three-pivotal supplier 
test as described in this section.  Regulation offers from Market Sellers that fail the three-pivotal 
supplier test shall be capped in the hour in which they failed the test at their cost based offers as 
determined pursuant to section 1.10.1A(e) of this Schedule.  A Regulation supplier fails the 
three-pivotal supplier test in any hour in which such Regulation supplier and the two largest 
other Regulation suppliers are jointly pivotal. 
 
 (b) For the purposes of conducting the three-pivotal supplier test pursuant to this 
section, the following applies: 
 

(i) The three-pivotal supplier test will include in the definition of available 
supply all offers from resources capable of satisfying the Regulation requirement of the 
PJM Region multiplied by the historic accuracy score of the resource and multiplied by 
the unit-specific benefits factor for which the capability cost-based offer plus the 
performance cost-based offer plus any eligible opportunity costs is no greater than 150 
percent of the clearing price that would be calculated if all offers were limited to cost 
(plus eligible opportunity costs). 

 
(ii) The three-pivotal supplier test will apply on a Regulation supplier basis 

(i.e. not a resource by resource basis) and only the Regulation suppliers that fail the three-
pivotal supplier test will have their Regulation offers capped.  A Regulation supplier for 
the purposes of this section includes corporate affiliates.  Regulation from resources 
controlled by a Regulation supplier or its affiliates, whether by contract with unaffiliated 
third parties or otherwise, will be included as Regulation of that Regulation supplier.  
Regulation provided by resources owned by a Regulation supplier but controlled by an 
unaffiliated third party, whether by contract or otherwise, will be included as Regulation 
of that third party.  

 
(iii) Each supplier shall be ranked from the largest to the smallest offered 

megawatt of eligible Regulation supply adjusted by the historic performance of each 
resource and the unit-specific benefits factor.  Suppliers are then tested in order, starting 
with the three largest suppliers.  For each iteration of the test, the two largest suppliers are 
combined with a third supplier, and the combined supply is subtracted from total 
effective supply.  The resulting net amount of eligible supply is divided by the Regulation 
requirement for the hour to determine the residual supply index.  Where the residual 
supply index for three pivotal suppliers is less than or equal to 1.0, then the three 
suppliers are jointly pivotal and the suppliers being tested fail the three pivotal supplier 
test.  Iterations of the test continue until the combination of the two largest suppliers and 
a third supplier result in a residual supply index greater than 1.0, at which point the 
remaining suppliers pass the test.  Any resource owner that fails the three-pivotal supplier 
test will be offer-capped. 

 
 
 



 

Page 253 

3.2.3 Operating Reserves. 
 
 (a) A Market Seller’s pool-scheduled resources capable of providing Operating 
Reserves shall be credited as specified below based on the prices offered for the operation of 
such resource, provided that the resource was available for the entire time specified in the Offer 
Data for such resource.  To the extent that Section 3.2.3A.01 of Schedule 1 of this Agreement 
does not meet the Day-ahead Scheduling Reserves Requirement, the Office of the 
Interconnection shall schedule additional Operating Reserves pursuant to Section 1.7.17 and 1.10 
of Schedule 1 of this Agreement.  In addition the Office of the Interconnection shall schedule 
Operating Reserves pursuant to those sections to satisfy any unforeseen Operating Reserve 
requirements that are not reflected in the Day-ahead Scheduling Reserves Requirement. 
 
 (b) The following determination shall be made for each pool-scheduled resource that 
is scheduled in the Day-ahead Energy Market:  the total offered price for start-up and no-load 
fees and energy, determined on the basis of the resource’s scheduled output, shall be compared 
to the total value of that resource’s energy – as determined by the Day-ahead Energy Market and 
the Day-ahead Prices applicable to the relevant generation bus in the Day-ahead Energy Market. 
PJM shall also (i) determine whether any resources were scheduled in the Day-ahead Energy 
Market to provide Black Start service, Reactive Services or transfer interface control during the 
Operating Day because they are known or expected to be needed to maintain system reliability in 
a Zone during the Operating Day in order to minimize the total cost of Operating Reserves 
associated with the provision of such services and reflect the most accurate possible expectation 
of real-time operating conditions in the day-ahead model, which resources would not have 
otherwise been committed in the day-ahead security-constrained dispatch and (ii) report on the 
day following the Operating Day the megawatt quantities scheduled in the Day-ahead Energy 
Market for the above-enumerated purposes for the entire RTO. 
 
Except as provided in Section 3.2.3(n), if the total offered price summed over all hours exceeds 
the total value summed over all hours, the difference shall be credited to the Market Seller.  The 
Office of the Interconnection shall apply any balancing Operating Reserve credits allocated 
pursuant to this Section 3.2.3(b) to real-time deviations from day-ahead schedules or real-time 
load share plus exports, pursuant to Section 3.2.3(p), depending on whether the balancing 
Operating Reserve credits are related to resources scheduled during the reliability analysis for an 
Operating Day, or during the actual Operating Day.   
 

(i) For resources scheduled by the Office of the Interconnection during the 
reliability analysis for an Operating Day, the associated balancing Operating Reserve 
credits shall be allocated based on the reason the resource was scheduled according to the 
following provisions: 

 
(A) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to operate 
in real-time to augment the physical resources committed in the Day-ahead 
Energy Market to meet the forecasted real-time load plus the Operating Reserve 
requirement, the associated balancing Operating Reserve credits, identified as RA 
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Credits for Deviations, shall be allocated to real-time deviations from day-ahead 
schedules.   

 
(B) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve credits, 
identified as RA Credits for Reliability, shall be allocated according to ratio share 
of real time load plus export transactions.  

 
(C) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing Operating 
Reserves, the associated balancing Operating Reserve credits shall be segmented 
and separately allocated pursuant to subsections 3.2.3(b)(i)(A) or 3.2.3(b)(i)(B) 
hereof.  Balancing Operating Reserve credits for such resources will be identified 
in the same manner as units committed during the reliability analysis pursuant to 
subsections 3.2.3(b)(i)(A) and 3.2.3(b)(i)(B) hereof. 

 
(ii) For resources scheduled during an Operating Day, the associated 

balancing Operating Reserve credits shall be allocated according to the following 
provisions: 

 
(A) If the Office of the Interconnection directs a resource to operate 

during an Operating Day to provide balancing Operating Reserves, the associated 
balancing Operating Reserve credits, identified as RT Credits for Reliability, shall 
be allocated according to ratio share of load plus exports.  The foregoing 
notwithstanding, credits will be applied pursuant to this section only if the LMP at 
the resource's bus does not meet or exceed the applicable offer of the resource for 
at least four 5-minute intervals during one or more discrete clock hours during 
each period the resource operated and produced MWs during the relevant 
Operating Day.  If a resource operated and produced MWs for less than four 5-
minute intervals during one or more discrete clock hours during the relevant 
Operating Day, the credits for that resource during the hour it was operated less 
than four 5-minute intervals will be identified as being in the same category (RT 
Credits for Reliability or RT Credits for Deviations) as identified for the 
Operating Reserves for the other discrete clock hours. 

 
(B) If the Office of the Interconnection directs a resource not covered 

by Section 3.2.3(b)(ii)(A) hereof to operate in real-time during an Operating Day, 
the associated balancing Operating Reserve credits, identified as RT Credits for 
Deviations, shall be allocated according to real-time deviations from day-ahead 
schedules.   

 
(iii) PJM shall post on its Web site the aggregate amount of MWs committed 

that meet the criteria referenced in subsections (b)(i) and (b)(ii) hereof. 
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 (c) The sum of the foregoing credits calculated in accordance with Section 3.2.3(b) 
plus any unallocated charges from Section 3.2.3(h) and 5.1.7, and any shortfalls paid pursuant to 
the Market Settlement provision of the Day-ahead Economic Load Response Program, shall be 
the cost of Operating Reserves in the Day-ahead Energy Market. 
 
 (d) The cost of Operating Reserves in the Day-ahead Energy Market shall be 
allocated and charged to each Market Participant in proportion to the sum of its (i) scheduled 
load (net of Behind The Meter Generation expected to be operating, but not to be less than zero) 
and accepted Decrement Bids in the Day-ahead Energy Market in megawatt-hours for that 
Operating Day; and (ii) scheduled energy sales in the Day-ahead Energy Market from within the 
PJM Region to load outside such region in megawatt-hours for that Operating Day, but not 
including its bilateral transactions that are Dynamic Transfers to load outside such area pursuant 
to Section 1.12, except to the extent PJM scheduled resources to provide Black Start service, 
Reactive Services or transfer interface control. The cost of Operating Reserves in the Day-ahead 
Energy Market for resources scheduled to provide Black Start service for the Operating Day 
which resources would not have otherwise been committed in the day-ahead security constrained 
dispatch shall be allocated by ratio share of the monthly transmission use of each Network 
Customer or Transmission Customer serving Zone Load or Non-Zone Load, as determined in 
accordance with the formulas contained in Schedule 6A of the PJM Tariff.  The cost of 
Operating Reserves in the Day-ahead Energy Market for resources scheduled to provide Reactive 
Services or transfer interface control because they are known or expected to be needed to 
maintain system reliability in a Zone during the Operating Day and would not have otherwise 
been committed in the day-ahead security constrained dispatch shall be allocated and charged to 
each Market Participant in proportion to the sum of its real-time deliveries of energy to load (net 
of operating Behind The Meter Generation) in such Zone, served under Network Transmission 
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all 
Market Participants in such Zone. 
 
  (e) At the end of each Operating Day, the following determination shall be made for 
each synchronized pool-scheduled resource of each Market Seller that operates as requested by 
the Office of the Interconnection.  For each calendar day, pool-scheduled resources in the Real-
time Energy Market shall be made whole for each of the following segments:  1) the greater of 
their day-ahead schedules or minimum run time (minimum down time for Demand Resources); 
and 2) any block of hours the resource operates at PJM’s direction in excess of the greater of its 
day-ahead schedule or minimum run time (minimum down time for Demand Resources).  For 
each calendar day, and for each synchronized start of a generation resource or PJM-dispatched 
economic load reduction, there will be a maximum of two segments for each resource.  Segment 
1 will be the greater of the day-ahead schedule and minimum run time (minimum down time for 
Demand Resources) and Segment 2 will include the remainder of the contiguous hours when the 
resource is operating at the direction of the Office of the Interconnection, provided that a 
segment is limited to the Operating Day in which it commenced and cannot include any part of 
the following Operating Day. 
 
A Generation Capacity Resource that operates outside of its unit-specific parameters will not 
receive Operating Reserve Credits nor be made whole for such operation when not dispatched by 
the Office of the Interconnection, unless the Market Seller of the Generation Capacity Resource 
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can justify to the Office of the Interconnection that operation outside of such unit-specific 
parameters was the result of an actual constraint.  Such Market Seller shall provide to the Market 
Monitoring Unit and the Office of the Interconnection its request to receive Operating Reserve 
Credits and/or to be made whole for such operation, along with documentation explaining in 
detail the reasons for operating its resource outside of its unit-specific parameters, within thirty 
calendar days following the issuance of billing statement for the Operating Day.  The Market 
Seller shall also respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection.  The Market Monitoring Unit shall evaluate such request 
for compensation and provide its determination of whether there was an exercise of market 
power to the Office of the Interconnection by no later than twenty-five calendar days after 
receiving the Market Seller’s request for compensation.  The Office of the Interconnection shall 
make its determination whether the Market Seller justified that it is entitled to receive Operating 
Reserve Credits and/or be made whole for such operation of its resource for the day(s) in 
question, by no later than thirty calendar days after receiving the Market Seller’s request for 
compensation. 
 
Credits received pursuant to this section shall be equal to the positive difference between a 
resource’s total offered price for start-up (shutdown costs for Demand Resources) and no-load 
fees and energy, determined on the basis of the resource’s scheduled output, and the total value 
of the resource’s energy in the Day-ahead Energy Market plus any credit or change for quantity 
deviations, at PJM dispatch direction, from the Day-ahead Energy Market during the Operating 
Day at the real-time LMP(s) applicable to the relevant generation bus in the Real-time Energy 
Market.  The foregoing notwithstanding, credits for segment 2 shall exclude start up (shutdown 
costs for Demand Resources) costs for generation resources.  
 
Except as provided in Section 3.2.3(m), if the total offered price exceeds the total value, the 
difference less any credit as determined pursuant to Section 3.2.3(b), and less any amounts 
credited for Synchronized Reserve in excess of the Synchronized Reserve offer plus the 
resource’s opportunity cost, and less any amounts credited for Non-Synchronized Reserve in 
excess of the Non-Synchronized Reserve offer plus the resource’s opportunity cost, and less any 
amounts credited for providing Reactive Services as specified in Section 3.2.3B, and less any 
amounts for Day-ahead Scheduling Reserve in excess of the Day-ahead Scheduling Reserve 
offer plus the resource’s opportunity cost, shall be credited to the Market Seller.  
 
Synchronized Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits 
applied against Operating Reserve credits pursuant to this section shall be netted against the 
Operating Reserve credits earned in the corresponding hour(s) in which the Synchronized 
Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits accrued, 
provided that for condensing combustion turbines, Synchronized Reserve credits will be netted 
against the total Operating Reserve credits accrued during each hour the unit operates in 
condensing and generation mode. 
 
 (f) A Market Seller’s steam-electric generating unit or combined cycle unit operating 
in combined cycle mode that is pool-scheduled (or self-scheduled, if operating according to 
Section 1.10.3 (c) hereof), the output of which is reduced or suspended at the request of the 
Office of the Interconnection due to a transmission constraint or other reliability issue, and for 
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which the hourly integrated, real-time LMP at the unit’s bus is higher than the unit’s offer 
corresponding to the level of output requested by the Office of the Interconnection (as indicated 
either by the desired MWs of output from the unit determined by PJM’s unit dispatch system or 
as directed by the PJM dispatcher through a manual override), shall be credited hourly in an 
amount equal to the product of (A) the deviation of the generating unit’s output necessary to 
follow the Office of the Interconnection’s signals and the generating unit’s expected output level 
if it had been dispatched in economic merit order, times (B) the Locational Marginal Price at the 
generation bus for the generating unit, minus (C) the applicable offer for energy on which the 
generating unit was committed in the Real-time Energy Market, provided that the resulting 
outcome is greater than $0.00.  This equation is represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the level of output for the unit 
determined according to the point on the scheduled offer curve on which the unit was operating 
corresponding to the hourly integrated real time Locational Marginal Price at the unit’s bus and 
adjusted for any Regulation or Tier 2 Synchronized Reserve assignments and limited to the lesser 
of the unit’s Economic Maximum or the unit’s Maximum Facility Output, minus the actual 
hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a pricemarket-based schedule and the offer associated with that price schedule is 
less than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
 (f-1) A Market Seller’s combustion turbine unit or combined cycle unit operating in 
simple cycle mode that is pool-scheduled (or self-scheduled, if operating according to Section 
1.10.3 (c) hereof), operated as requested by the Office of the Interconnection, shall be 
compensated for lost opportunity cost, and shall be limited to the lesser of the unit’s Economic 
Maximum or the unit’s Maximum Facility Output, if either of the following conditions occur: 
 

(i)  if the unit output is reduced at the direction of the Office of the Interconnection 
and the real time LMP at the unit’s bus is higher than the unit’s offer 
corresponding to the level of output requested by the Office of the Interconnection 
(as directed by the PJM dispatcher), then the Market Seller shall be credited in a 
manner consistent with that described above for a steam unit or combined cycle 
unit operating in combined cycle mode. 

 
(ii)  for each hour a unit is scheduled to produce energy in the Day-ahead Energy 

Market, but the unit is not called on by the Office of the Interconnection and does 
not operate in real time, then the Market Seller shall be credited in an amount 
equal to the higher of:  

 
1) the product of (A) the amount of megawatts committed in the 

Day-ahead Energy Market for the generating unit, and (B) the 
Real-time Price at the generation bus for the generating unit, 
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minus the sum of (C) the applicable offer for energy on which 
the generating unit was committed in the Day-ahead Energy 
Market, inclusive of no-load costs, plus (D) the start-up cost, 
divided by the hours committed for each set of contiguous 
hours for which the unit was scheduled in Day-ahead Energy 
Market.  This equation is represented as (A*B) - (C+D).  The 
startup cost, (D), shall be excluded from this calculation if the 
unit operates in real time following the Office of the 
Interconnection’s direction during any portion of the set of 
contiguous hours for which the unit was scheduled in Day-
ahead Energy Market, or 
 

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

 
 (f-2) A Market Seller’s hydroelectric resource that is pool-scheduled (or self-
scheduled, if operating according to Section 1.10.3 (c) hereof), the output of which is altered at 
the request of the Office of the Interconnection from the schedule submitted by the owner, due to 
a transmission constraint or other reliability issue, shall be compensated for lost opportunity cost 
in the same manner as provided in sections 3.2.2(d) and 3.2.3A(f) and  further detailed in the 
PJM Manuals. 
 
 (f-3) If a Market Seller believes that, due to specific pre-existing binding commitments 
to which it is a party, and that properly should be recognized for purposes of this section, the 
above calculations do not accurately compensate the Market Seller for opportunity cost 
associated with following PJM dispatch instructions and reducing or suspending a unit’s output 
due to a transmission constraint or other reliability issue, then the Office of the Interconnection, 
the Market Monitoring Unit and the individual Market Seller will discuss a mutually acceptable, 
modified amount of opportunity cost compensation, taking into account the specific 
circumstances binding on the Market Seller. Following such discussion, if the Office of the 
Interconnection accepts a modified amount of opportunity cost compensation, the Office of the 
Interconnection shall invoice the Market Seller accordingly.  If the Market Monitoring Unit 
disagrees with the modified amount of opportunity cost compensation, as accepted by the Office 
of the Interconnection, it will exercise its powers to inform the Commission staff of its concerns.  
 

(f-4) A Market Seller’s wind generating unit that is pool-scheduled or self-scheduled, has 
SCADA capability to transmit and receive instructions from the Office of the Interconnection, 
has provided data and established processes to follow PJM basepoints pursuant to the 
requirements for wind generating units as further detailed in this Agreement, the Tariff and the 
PJM Manuals, and which is operating as requested by the Office of the Interconnection, the 
output of which is reduced or suspended at the request of the Office of the Interconnection due to 
a transmission constraint or other reliability issue, and for which the hourly integrated, real-time 
LMP at the unit’s bus is higher than the unit’s offer corresponding to the level of output 
requested by the Office of the Interconnection (as indicated either by the desired MWs of output 
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from the unit determined by PJM’s unit dispatch system or as directed by the PJM dispatcher 
through a manual override), shall be credited hourly in an amount equal to the product of (A) the 
deviation of the generating unit’s output necessary to follow the Office of the Interconnection’s 
signals and the generating unit’s expected output level if it had been dispatched in economic 
merit order, times (B) the Real-time Price at the generation bus for the generating unit, minus (C) 
the applicable offer for energy on which the generating unit was committed in the Real-time 
Energy Market, provided that the resulting outcome is greater than $0.00.  This equation is 
represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a pricemarket-based schedule and the offer associated with that price schedule is 
less than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 

 
 (g) The sum of the foregoing credits, plus any cancellation fees paid in accordance 
with Section 1.10.2(d), such cancellation fees to be applied to the Operating Day for which the 
unit was scheduled, plus any shortfalls paid pursuant to the Market Settlement provision of the 
real-time Economic Load Response Program, less any payments received from another Control 
Area for Operating Reserves, plus any redispatch costs incurred in accordance with section 10(a) 
of this Schedule, shall be the cost of Operating Reserves for the Real-time Energy Market in 
each Operating Day. 
 
 (h) The cost of Operating Reserves for the Real-time Energy Market for each 
Operating Day, except those associated with the scheduling of units for Black Start service or 
testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, shall be allocated and 
charged to each Market Participant in proportion to the sum of the absolute values of its (1) load 
deviations (net of operating Behind The Meter Generation) from the Day-ahead Energy Market 
in megawatt-hours during that Operating Day, except as noted in subsection (h)(ii) below and in 
the PJM Manuals; (2) generation deviations (not including deviations in Behind The Meter 
Generation) from the Day-ahead Energy Market for non-dispatchable generation resources not 
following dispatch, including External Resources, in megawatt-hours during the Operating Day; 
(3) deviations from the Day-ahead Energy Market for bilateral transactions from outside the PJM 
Region for delivery within such region in megawatt-hours during the Operating Day; and (4) 
deviations of energy sales from the Day-ahead Energy Market from within the PJM Region to 
load outside such region in megawatt-hours during that Operating Day, but not including its 
bilateral transactions that are Dynamic Transfers to load outside such region pursuant to Section 
1.12. 
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The costs associated with scheduling of units for Black Start service or testing of Black Start 
Units shall be allocated by ratio share of the monthly transmission use of each Network Customer 
or Transmission Customer serving Zone Load or Non-Zone Load, as determined in accordance with 
the formulas contained in Schedule 6A of the PJM Tariff. 
 
Notwithstanding section (h)(1) above, as more fully set forth in the PJM Manuals, load 
deviations from the Day-ahead Energy Market shall not be assessed Operating Reserves charges 
to the extent attributable to reductions in the load of Price Responsive Demand that is in response 
to an increase in Locational Marginal Price from the Day-ahead Energy Market to the Real-time 
Energy Market and that is in accordance with a properly submitted PRD Curve. 
 
Deviations that occur within a single Zone shall be associated with the Eastern or Western 
Region, as defined in Section 3.2.3(q) of this Schedule, and shall be subject to the regional 
balancing Operating Reserve rate determined in accordance with Section 3.2.3(q).  Deviations at 
a hub shall be associated with the Eastern or Western Region if all the buses that define the hub 
are located in the region.  Deviations at an Interface Pricing Point shall be associated with 
whichever region, the Eastern or Western Region, with which the majority of the buses that 
define that Interface Pricing Point are most closely electrically associated.  If deviations at 
interfaces and hubs are associated with the Eastern or Western region, they shall be subject to the 
regional balancing Operating Reserve rate.  Demand and supply deviations shall be based on 
total activity in a Zone, including all aggregates and hubs defined by buses that are wholly 
contained within the same Zone. 
 
The foregoing notwithstanding, netting deviations shall be allowed in accordance with the 
following provisions: 
 

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

 
(ii) Demand deviations will be assessed by comparing all day-ahead demand 

transactions at a single transmission zone, hub, or interface against the real-time demand 
transactions at that same transmission zone, hub, or interface; except that the positive 
values of demand deviations, as set forth in the PJM Manuals, will not be assessed 
Operating Reserve charges in the event of a Primary Reserve or Synchronized Reserve 
shortage in real-time or where PJM initiates the request for emergency load reductions in 
real-time in order to avoid a Primary Reserve or Synchronized Reserve shortage.   

 
(iii) Supply deviations will be assessed by comparing all day-ahead 

transactions at a single transmission zone, hub, or interface against the real-time 
transactions at that same transmission zone, hub, or interface. 

 
 (i) At the end of each Operating Day, Market Sellers shall be credited on the basis of 
their offered prices for synchronous condensing for purposes other than providing Synchronized 
Reserve or Reactive Services, as well as the credits calculated as specified in Section 3.2.3(b) for 
those generators committed solely for the purpose of providing synchronous condensing for 
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purposes other than providing Synchronized Reserve or Reactive Services, at the request of the 
Office of the Interconnection. 
 
 (j) The sum of the foregoing credits as specified in Section 3.2.3(i) shall be the cost 
of Operating Reserves for synchronous condensing for the PJM Region for purposes other than 
providing Synchronized Reserve or Reactive Services, or in association with post-contingency 
operation for the Operating Day and shall be separately determined for the PJM Region. 
 
 (k) The cost of Operating Reserves for synchronous condensing for purposes other 
than providing Synchronized Reserve or Reactive Services, or in association with post-
contingency operation for each Operating Day shall be allocated and charged to each Market 
Participant in proportion to the sum of its (i) deliveries of energy to load (net of operating Behind 
The Meter Generation, but not to be less than zero) in the PJM Region, served under Network 
Transmission Service, in megawatt-hours during that Operating Day; and (ii) deliveries of 
energy sales from within the PJM Region to load outside such region in megawatt-hours during 
that Operating Day, but not including its bilateral transactions that are Dynamic Transfers to load 
outside the PJM Region pursuant to Section 1.12, as compared to the sum of all such deliveries 
for all Market Participants. 
 
 (l) For any Operating Day in either, as applicable, the Day-ahead Energy Market or 
the Real-time Energy Market for which, for all or any part of such Operating Day, the Office of 
the Interconnection:  (i) declares a Maximum Generation Emergency; (ii) issues an alert that a 
Maximum Generation Emergency may be declared (“Maximum Generation Emergency Alert”); 
or (iii) schedules units based on the anticipation of a Maximum Generation Emergency or a 
Maximum Generation Emergency Alert, the Operating Reserves credit otherwise provided by 
Section 3.2.3.(b) or Section 3.2.3(e) in connection with market-based offers shall be limited as 
provided in subsections (n) or (m), respectively.  The Office of the Interconnection shall provide 
timely notice on its internet site of the commencement and termination of any of the actions 
described in subsection (i), (ii), or (iii) of this subsection (l) (collectively referred to as “MaxGen 
Conditions”).  Following the posting of notice of the commencement of a MaxGen Condition, a 
Market Seller may elect to submit a cost-based offer in accordance with Schedule 2 of the 
Operating Agreement, in which case subsections (m) and (n) shall not apply to such offer; 
provided, however, that such offer must be submitted in accordance with the deadlines in Section 
1.10 for the submission of offers in the Day-ahead Energy Market or Real-time Energy Market, 
as applicable.  Submission of a cost-based offer under such conditions shall not be precluded by 
Section 1.9.7(b); provided, however, that the Market Seller must return to compliance with 
Section 1.9.7(b) when it submits its bid for the first Operating Day after termination of the 
MaxGen Condition. 
 
 (m) For the Real-time Energy Market, if the Effective Offer Price (as defined below) 
for a market-based offer is greater than $1,000/MWh and greater than the Market Seller’s lowest 
available and applicable cost-based offer, the Market Seller shall not receive any credit for 
Operating Reserves.  For purposes of this subsection (m), the Effective Offer Price shall be the 
amount that, absent subsections (l) and (m), would have been credited for Operating Reserves for 
such Operating Day pursuant to Section 3.2.3(e) plus the Real-time Energy Market revenues for 
the hours that the offer is economic divided by the megawatt hours of energy provided during the 
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hours that the offer is economic.  The hours that the offer is economic shall be:  (i) the hours that 
the offer price for energy is less than or equal to the Real-time Price for the relevant generation 
bus, (ii) the hours in which the offer for energy is greater than Locational Marginal Price and the 
unit is operated at the direction of the Office of the Interconnection that are in addition to any 
hours required due to the minimum run time or other operating constraint of the unit, and (iii) for 
any unit with a minimum run time of one hour or less and with more than one start available per 
day, any hours the unit operated at the direction of the Office of the Interconnection. 
 
 (n) For the Day-ahead Energy Market, if notice of a MaxGen Condition is provided 
prior to 10:30 a.m. on the day before the Operating Day for which transactions are being 
scheduled and the Effective Offer Price for a market-based offer is greater than $1,000/MWh and 
greater than the Market Seller’s lowest available and applicable cost-based offer, the Market 
Seller shall not receive any credit for Operating Reserves.  If notice of a MaxGen Condition is 
provided after 10:30 a.m. on the day before the Operating Day for which transactions are being 
scheduled and the Effective Offer Price is greater than $1,000/MWh, the Market Seller shall 
receive credit for Operating Reserves determined in accordance with Section 3.2.3(b), subject to 
the limit on total compensation stated below.  If the Effective Offer Price is less than or equal to 
$1,000/MWh, regardless of when notice of a MaxGen Condition is provided, the Market Seller 
shall receive credit for Operating Reserves determined in accordance with Section 3.2.3(b), 
subject to the limit on total compensation stated below.  For purposes of this subsection (n), the 
Effective Offer Price shall be the amount that, absent subsections (l) and (n), would have been 
credited for Operating Reserves for such Operating Day divided by the megawatt hours of 
energy offered during the Specified Hours, plus the offer for energy during such hours.  The 
Specified Hours shall be the lesser of:  (1) the minimum run hours stated by the Market Seller in 
its Offer Data; and (2) either (i) for steam-electric generating units and for combined-cycle units 
when such units are operating in combined-cycle mode, the six consecutive hours of highest 
Day-ahead Price during such Operating Day when such units are running or (ii) for combustion 
turbine units and for combined-cycle units when such units are operating in combustion turbine 
mode, the two consecutive hours of highest Day-ahead Price during such Operating Day when 
such units are running.  Notwithstanding any other provision in this subsection, the total 
compensation to a Market Seller on any Operating Day that includes a MaxGen Condition shall 
not exceed $1,000/MWh during the Specified Hours, where such total compensation in each 
such hour is defined as the amount that, absent subsections (l) and (n), would have been credited 
for Operating Reserves for such Operating Day pursuant to Section 3.2.3(b) divided by the 
Specified Hours, plus the Day-ahead Price for such hour, and no Operating Reserves payments 
shall be made for any other hour of such Operating Day.  If a unit operates in real time at the 
direction of the Office of the Interconnection consistently with its day-ahead clearing, then 
subsection (m) does not apply. 
 
 (o) Dispatchable pool-scheduled generation resources and dispatchable self-
scheduled generation resources that follow dispatch shall not be assessed balancing Operating 
Reserve deviations.  Pool-scheduled generation resources and dispatchable self-scheduled 
generation resources that do not follow dispatch shall be assessed balancing Operating Reserve 
deviations in accordance with the calculations described below and in the PJM Manuals.  Ramp-
limited desired MW values shall be used to determine generation resource real-time deviations 
from the resource’s day-ahead schedules.  
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The Office of the Interconnection shall calculate a ramp-limited desired MW value for 
generation resources where the economic minimum and economic maximum are at least as far 
apart in real-time as they are in day-ahead according to the following parameters: 
 

(i) real-time economic minimum <= 105% of day-ahead economic minimum 
or day-ahead economic minimum plus 5 MW, whichever is greater. 

 
(ii) real-time economic maximum >= 95% day-ahead economic maximum or 

day-ahead economic maximum minus 5 MW, whichever is lower. 
 
The ramp-limited desired MW value for a generation resource shall be equal to: 
 
 
 
 
 
 
where: 
 
  1. UDStarget = UDS basepoint for the previous UDS case 
  2. AOutput = Unit’s output at case solution time 
  3. UDSLAtime = UDS look ahead time 
  4. Case_Eff_time = Time between base point changes 
  5. RL_Desired = Ramp-limited desired MW 
 
To determine if a generation resource is following dispatch the Office of the Interconnection 
shall determine the unit’s MW off dispatch and % off dispatch by using the lesser of the 
difference between the actual output and the UDS Basepoint or the actual output and ramp-
limited desired MW value.  The % off dispatch and MW off dispatch will be a time-weighted 
average over the course of an hour.  If the UDS Basepoint and the ramp-limited desired MW for 
the resource are unavailable, the Office of the Interconnection will determine the unit’s MW off 
dispatch and % off dispatch by calculating the lesser of the difference between the actual output 
and the UDS LMP Desired MW. 
 
A pool-scheduled or dispatchable self-scheduled resource is considered to be following dispatch 
if its actual output is between its ramp-limited desired MW value and UDS Basepoint, or if its % 
off dispatch is <= 10, or its hourly integrated Real-time MWh is within 5% or 5 MW (whichever 
is greater) of the hourly integrated ramp-limited desired MW.  A self-scheduled generator must 
also be dispatched above economic minimum.  The degree of deviations for resources that are 
not following dispatch shall be determined in accordance with the following provisions:   
 

• A dispatchable self-scheduled resource that is not dispatched above economic 
minimum shall be assessed balancing Operating Reserve deviations according to the 
following formula: hourly integrated Real-time MWh – Day-Ahead MWh. 
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• A resource that is dispatchable day-ahead but is Fixed Gen in real-time shall be 
assessed balancing Operating Reserve deviations according to the following formula: 
hourly integrated Real-time MWh – UDS LMP Desired MW. 

 
• Pool-scheduled generators that are not following dispatch shall be assessed balancing 

Operating Reserve deviations according to the following formula:  hourly integrated 
Real-time MWh – hourly integrated Ramp-Limited Desired MW. 

 
• If a resource’s real-time economic minimum is greater than its day-ahead economic 

minimum by 5% or 5 MW, whichever is greater, or its real-time economic maximum 
is less than its Day Ahead economic maximum by 5% or 5 MW, whichever is lower, 
and UDS LMP Desired MWh for the hour is either below the real time economic 
minimum or above the real time economic maximum, then balancing Operating 
Reserve deviations for the resource shall be assessed according to the following 
formula:  hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch and its % Off Dispatch is <= 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula:  
hourly integrated Real-time Mwh – hourly integrated Ramp-Limited Desired MW.  If 
deviation value is within 5% or 5 MW (whichever is greater) of Ramp-Limited 
Desired MW, balancing Operating Reserve deviations shall not be assessed. 

 
• If a resource is not following dispatch and its % off Dispatch is > 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula:  
hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch, and the resource has tripped, for the hour the 

resource tripped and the hours it remains offline throughout its day-ahead schedule 
balancing Operating Reserve deviations shall be assessed according to the following 
formula:  hourly integrated Real time MWh – Day-Ahead MWh. 

 
• For resources that are not dispatchable in both the Day-Ahead and Real-time Energy 

Markets balancing Operating Reserve deviations shall be assessed according to the 
following formula:  hourly integrated Real-time MWh - Day-Ahead MWh. 

 
 (o-1) Dispatchable economic load reduction resources that follow dispatch shall not be 
assessed balancing Operating Reserve deviations.  Economic load reduction resources that do not 
follow dispatch shall be assessed balancing Operating Reserve deviations as described in this 
subsection and as further specified in the PJM Manuals.   

The Desired MW quantity for such resources for each hour shall be the hourly integrated MW 
quantity to which the load reduction resource was dispatched for each hour (where the hourly 
integrated value is the average of the dispatched values as determined by the Office of the 
Interconnection for the resource for each hour). 
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If the actual reduction quantity for the load reduction resource for a given hour deviates by no 
more than 20% above or below the Desired MW quantity, then no balancing Operating Reserve 
deviation will accrue for that hour.  If the actual reduction quantity for the load reduction 
resource for a given hour is outside the 20% bandwidth, the balancing Operating Reserve 
deviations will accrue for that hour in the amount of the absolute value of (Desired MW – actual 
reduction quantity).  For those hours where the actual reduction quantity is within the 20% 
bandwidth specified above, the load reduction resource will be eligible to be made whole for the 
total value of its offer as defined n section 3.3A of this Appendix.  Hours for which the actual 
reduction quantity is outside the 20% bandwidth will not be eligible for the make-whole 
payment.  If at least one hour is not eligible for make-whole payment based on the 20% criteria, 
then the resource will also not be made whole for its shutdown cost. 

(p) The Office of the Interconnection shall allocate the charges assessed pursuant to 
Section 3.2.3(h) of Schedule 1 of this Agreement except those associated with the scheduling of 
units for Black Start service or testing of Black Start Units as provided in Schedule 6A of the 
PJM Tariff, to real-time deviations from day-ahead schedules or real-time load share plus exports 
depending on whether the underlying balancing Operating Reserve credits are related to 
resources scheduled during the reliability analysis for an Operating Day, or during the actual 
Operating Day. 
 

(i) For resources scheduled by the Office of the Interconnection during the 
reliability analysis for an Operating Day, the associated balancing Operating Reserve 
charges shall be allocated based on the reason the resource was scheduled according to 
the following provisions: 

 
(A) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to operate 
in real-time to augment the physical resources committed in the Day-ahead 
Energy Market to meet the forecasted real-time load plus the Operating Reserve 
requirement, the associated balancing Operating Reserve charges shall be 
allocated to real-time deviations from day-ahead schedules.   

 
(B) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve charges 
shall be allocated according to ratio share of real time load plus export 
transactions.   

 
(C) If the Office of the Interconnection determines during the 

reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing Operating 
Reserves, the associated balancing Operating Reserve charges shall be allocated 
pursuant to (A) or (B) above.   
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(ii) For resources scheduled during an Operating Day, the associated 
balancing Operating Reserve charges shall be allocated according to the following 
provisions: 

 
(A) If the Office of the Interconnection directs a resource to operate 

during an Operating Day to provide balancing Operating Reserves, the associated 
balancing Operating Reserve charges shall be allocated according to ratio share of 
load plus exports.  The foregoing notwithstanding, charges will be assessed 
pursuant to this section only if the LMP at the resource’s bus does not meet or 
exceed the applicable offer of the resource for at least four-5-minute intervals 
during one or more discrete clock hours during each period the resource operated 
and produced MWs during the relevant Operating Day.   If a resource operated 
and produced MWs for less than four 5-minute intervals during one or more 
discrete clock hours during the relevant Operating Day, the charges for that 
resource during the hour it was operated less than four 5-minute intervals will be 
identified as being in the same category as identified for the Operating Reserves 
for the other discrete clock hours. 

 
(B) If the Office of the Interconnection directs a resource not covered 

by Section 3.2.3(h)(ii)(A) of Schedule 1 of this Agreement to operate in real-time 
during an Operating Day, the associated balancing Operating Reserve charges 
shall be allocated according to real-time deviations from day-ahead schedules.  

 
 (q) The Office of the Interconnection shall determine regional balancing Operating 
Reserve rates for the Western and Eastern Regions of the PJM Region.  For the purposes of this 
section, the Western Region shall be the AEP, APS, ComEd, Duquesne, Dayton, ATSI, DEOK, 
EKPC transmission Zones, and the Eastern Region shall be the AEC, BGE, Dominion, 
PENELEC, PEPCO, ME, PPL, JCPL, PECO, DPL, PSEG, RE transmission Zones.  The regional 
balancing Operating Reserve rates shall be determined in accordance with the following 
provisions: 
 

(i) The Office of the Interconnection shall calculate regional adder rates for 
the Eastern and Western Regions.  Regional adder rates shall be equal to the total 
balancing Operating Reserve credits paid to generators for transmission constraints that 
occur on transmission system capacity equal to or less than 345kv.  The regional adder 
rates shall be separated into reliability and deviation charges, which shall be allocated to 
real-time load or real-time deviations, respectively.  Whether the underlying credits are 
designated as reliability or deviation charges shall be determined in accordance with 
Section 3.2.3(p). 

 
(ii) The Office of the Interconnection shall calculate RTO balancing 

Operating Reserve rates.  RTO balancing Operating Reserve rates shall be equal to 
balancing Operating Reserve credits except those associated with the scheduling of units 
for Black Start service or testing of Black Start Units as provided in Schedule 6A of the 
PJM Tariff, in excess of the regional adder rates calculated pursuant to Section 3.2.3(q)(i) 
of Schedule 1 of this Agreement. The RTO balancing Operating Reserve rates shall be 
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separated into reliability and deviation charges, which shall be allocated to real-time load 
or real-time deviations, respectively.  Whether the underlying credits are allocated as 
reliability or deviation charges shall be determined in accordance with Section 3.2.3(p). 

 
(iii) Reliability and deviation regional balancing Operating Reserve rates shall 

be determined by summing the relevant RTO balancing Operating Reserve rates and 
regional adder rates. 

 
(iv) If the Eastern and/or Western Regions do not have regional adder rates, 

the relevant regional balancing Operating Reserve rate shall be the reliability and/or 
deviation RTO balancing Operating Reserve rate. 

 
(r)  Market Sellers that incur incremental operating costs for a generation resource 

greater than $2,000/MWh, determined in accordance with Schedule 2 of the Operating 
Agreement and PJM Manual 15, will be eligible to receive credit for Operating Reserves upon 
review of the Market Monitoring Unit and the Office of the Interconnection, and approval of the 
Office of the Interconnection.  Market Sellers must submit to the Office of the Interconnection 
and the Market Monitoring Unit all relevant documentation demonstrating the calculation of 
costs greater than $2,000/MWh.  The Office of the Interconnection must approve any Operating 
Reserve credits paid to a Market Seller under this subsection (r).   
 
 
3.2.3A Synchronized Reserve. 
 
 (a) Each Market Participant that is a Load Serving Entity that is not part of an 
agreement to share reserves with external entities subject to the requirements in BAL-002 shall have 
an obligation for hourly Synchronized Reserve equal to its pro rata share of Synchronized 
Reserve requirements for the hour for each Reserve Zone and Reserve Sub-zone of the PJM 
Region, based on the Market Buyer’s total load (net of operating Behind The Meter Generation, 
but not to be less than zero) in such Reserve Zone or Reserve Sub-zone for the hour 
(“Synchronized Reserve Obligation”), less any amount obtained from condensers associated with 
provision of Reactive Services as described in section 3.2.3B(i) and any amount obtained from 
condensers associated with post-contingency operations, as described in section 3.2.3C(b).  
Those entities that participate in an agreement to share reserves with external entities subject to the 
requirements in BAL-002 shall have their reserve obligations determined based on the stipulations in 
such agreement.  A Market Participant that does not meet its hourly Synchronized Reserve 
Obligation shall be charged for the Synchronized Reserve dispatched by the Office of the 
Interconnection to meet such obligation at the Synchronized Reserve Market Clearing Price 
determined in accordance with subsection (d) of this section, plus the amounts, if any, described 
in subsections (g), (h) and (i) of this section. 
 
 (b) A resource supplying Synchronized Reserve at the direction of the Office of the 
Interconnection, in excess of its hourly Synchronized Reserve Obligation, shall be credited as 
follows:  
 

i) Credits for Synchronized Reserve provided by generation resources that 
are then subject to the energy dispatch signals and instructions of the Office of the 
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Interconnection and that increase their current output or Demand Resources that reduce 
their load in response to a Synchronized Reserve Event (“Tier 1 Synchronized Reserve”) 
shall be at the Synchronized Energy Premium Price less the hourly integrated real-time 
LMP, with the exception of those hours in which the Non-Synchronized Reserve Market 
Clearing Price for the applicable Reserve Zone or Reserve Sub-zone is not equal to zero.  
During such hours, Tier 1 Synchronized Reserve resources shall be compensated at the 
Synchronized Reserve Market Clearing Price for the applicable Reserve Zone or Reserve 
Sub-zone for the lesser of the hourly integrated amount of Tier 1 Synchronized Reserve 
attributed to the resource as calculated by the Office of the Interconnection, or the actual 
amount of Tier 1 Synchronized Reserve provided should a Synchronized Reserve Event 
occur. 

 
ii) Credits for Synchronized Reserve provided by generation resources that 

are synchronized to the grid but, at the direction of the Office of the Interconnection, are 
operating at a point that deviates from the Office of the Interconnection energy dispatch 
signals and instructions (“Tier 2 Synchronized Reserve”) shall be the higher of (i) the 
Synchronized Reserve Market Clearing Price or (ii) the sum of (A) the Synchronized 
Reserve offer, and (B) the specific opportunity cost of the generation resource supplying 
the increment of Synchronized Reserve, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals. 

 
iii) Credits for Synchronized Reserve provided by Demand Resources that are 

synchronized to the grid and accept the obligation to reduce load in response to a 
Synchronized Reserve Event initiated by the Office of the Interconnection shall be the 
sum of (i) the higher of (A) the Synchronized Reserve offer or (B) the Synchronized 
Reserve Market Clearing Price and (ii) if a Synchronized Reserve Event is actually 
initiated by the Office of the Interconnection and the Demand Resource reduced its load 
in response to the event, the fixed costs associated with achieving the load reduction, as 
specified in the PJM Manuals. 

 
 (c) The Synchronized Reserve Energy Premium Price is the average of the five-
minute Locational Marginal Prices calculated during the Synchronized Reserve Event plus an 
adder in an amount to be determined periodically by the Office of the Interconnection not less 
than fifty dollars and not to exceed one hundred dollars per megawatt hour. 
 
 (d) The Synchronized Reserve Market Clearing Price shall be determined for each 
Reserve Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of the 
Operating Day.  The hourly Synchronized Reserve Market Clearing Price shall be calculated as 
the average of all 5-minute clearing prices calculated during the operating hour.  Each 5-minute 
clearing price shall be calculated as the marginal cost of serving the next increment of demand 
for Synchronized Reserve in each Reserve Zone or Reserve Sub-zone, inclusive of Synchronized 
Reserve offer prices and opportunity costs.  When the Synchronized Reserve Requirement or 
Extended Synchronized Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be 
met, the 5-minute clearing price shall be at least greater than or equal to the applicable Reserve 
Penalty Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the sum of 
the Reserve Penalty Factors for the Synchronized Reserve Requirement and Primary Reserve 
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Requirement  for the Reserve Zone or Reserve Sub-zone.  If the Office of the Interconnection 
has initiated in a Reserve Zone or Reserve Sub-zone either a voltage reduction action as 
described in the PJM Manuals or a manual load dump action as described in the PJM Manuals, 
the 5-minute clearing price shall be the sum of the Reserve Penalty Factors for the Primary 
Reserve Requirement and the Synchronized Reserve Requirement for that Reserve Zone or 
Reserve Sub-zone.  
 
The Reserve Penalty Factors for the Synchronized Reserve Requirement shall each be phased in 
as described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

 

The Reserve Penalty Factor for the Extended Synchronized Reserve Requirement shall be 
$300/MWh. 

By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Synchronized Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s). 
 

(e) In determining the 5-minute Synchronized Reserve clearing price, the estimated 
unit-specific opportunity cost for a generation resource shall be equal to the sum of (i) the 
product of (A) the Locational Marginal Price at the generation bus for the generation resource 
times (B) the megawatts of energy used to provide Synchronized Reserve submitted as part of 
the Synchronized Reserve offer and (ii) the product of (A) the deviation of the set point of the 
generation resource that is expected to be required in order to provide Synchronized Reserve 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order times (B) the difference between the Locational Marginal Price at the generation bus for 
the generation resource and the offer price for energy from the generation resource (at the 
megawatt level of the Synchronized Reserve set point for the resource) in the PJM Interchange 
Energy Market when the Locational Marginal Price at the generation bus is greater than the offer 
price for energy from the generation resource.  The opportunity costs for a Demand Resource 
shall be zero. 
   

(f) In determining the credit under subsection (b) to a resource selected to provide 
Tier 2 Synchronized Reserve and that actively follows the Office of the Interconnection’s signals 
and instructions, the unit-specific opportunity cost of a generation resource shall be determined 
for each hour that the Office of the Interconnection requires a generation resource to provide Tier 
2 Synchronized Reserve and shall be equal to the sum of (i) the product of (A) the megawatts of 
energy used by the resource to provide Synchronized Reserve as submitted as part of the 
generation resource’s Synchronized Reserve offer times (B) the Locational Marginal Price at the 
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generation bus of the generation resource, and  (ii) the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order, times (B) the difference between the Locational Marginal Price at the 
generation bus for the generation resource and the offer price for energy from the generation 
resource (at the megawatt level of the Synchronized Reserve set point for the generation 
resource) in the PJM Interchange Energy Market when the Locational Marginal Price at the 
generation bus is greater than the offer price for energy from the generation resource.  The 
opportunity costs for a Demand Resource shall be zero. 
 
 (g) Charges for Tier 1 Synchronized Reserve will be allocated in proportion to the 
amount of Tier 1 Synchronized Reserve applied to each Synchronized Reserve Obligation.  In 
the event Tier 1 Synchronized Reserve is provided by a Market Seller in excess of that Market 
Seller’s Synchronized Reserve Obligation, the remainder of the Tier 1 Synchronized Reserve 
that is not utilized to fulfill the Seller’s obligation will be allocated proportionately among all 
other Synchronized Reserve Obligations. 
 
 (h) Any amounts credited for Tier 2 Synchronized Reserve in an hour in excess of the 
Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to each 
Market Participant that does not meet its hourly Synchronized Reserve Obligation in proportion 
to its purchases of Synchronized Reserve in megawatt-hours during that hour. 
 
 (i) In the event the Office of the Interconnection needs to assign more Tier 2 
Synchronized Reserve during an hour than was estimated as needed at the time the Synchronized 
Reserve Market Clearing Price was calculated for that hour due to a reduction in available Tier 1 
Synchronized Reserve, the costs of the excess Tier 2 Synchronized Reserve shall be allocated 
and charged to those providers of Tier 1 Synchronized Reserve whose available Tier 1 
Synchronized Reserve was reduced from the needed amount estimated during the Synchronized 
Reserve Market Clearing Price calculation, in proportion to the amount of the reduction in Tier 1 
Synchronized Reserve availability. 
 
 (j) In the event a generation resource or Demand Resource that either has been 
assigned by the Office of the Interconnection or self-scheduled to provide Tier 2 Synchronized 
Reserve fails to provide the assigned or self-scheduled amount of Tier 2 Synchronized Reserve 
in response to a Synchronized Reserve Event, the resource will be credited for Tier 2 
Synchronized Reserve capacity in the amount that actually responded for all hours the resource 
was assigned or self-scheduled Tier 2 Synchronized Reserve on the Operating Day during which 
the event occurred. The determination of the amount of Synchronized Reserve credited to a 
resource shall be on an individual resource basis, not on an aggregate basis. 
 
The resource shall refund payments received for Tier 2 Synchronized Reserve it failed to 
provide.  For purposes of determining the amount of the payments to be refunded by a Market 
Participant, the Office of the Interconnection shall calculate the shortfall of Tier 2 Synchronized 
Reserve on an individual resource basis unless the Market Participant had multiple resources that 
were assigned or self-scheduled to provide Tier 2 Synchronized Reserve, in which case the 
shortfall will be determined on an aggregate basis.  For performance determined on an aggregate 



 

Page 271 

basis, the response of any resource that provided more Tier 2 Synchronized Reserve than it was 
assigned or self-scheduled to provide will be used to offset the performance of other resources 
that provided less Tier 2 Synchronized Reserve than they were assigned or self-scheduled to 
provide during a Synchronized Reserve Event, as calculated in the PJM Manuals.  The 
determination of a Market Participant’s aggregate response shall not be taken into consideration 
in the determination of the amount of Tier 2 Synchronized Reserve credited to each individual 
resource.  
 
The amount refunded shall be determined by multiplying the Synchronized Reserve Market 
Clearing Price by the amount of the shortfall of Tier 2 Synchronized Reserve, measured in 
megawatts, for all hours the resource was assigned or self-scheduled to provide Tier 2 
Synchronized Reserve for a period of time immediately preceding the Synchronized Reserve 
Event equal to the lesser of the average number of days between Synchronized Reserve Events, 
or the number of days since the resource last failed to provide the amount of Tier 2 Synchronized 
Reserve it was assigned or self-scheduled to provide in response to a Synchronized Reserve 
Event.  The average number of days between Synchronized Reserve Events for purposes of this 
calculation shall be determined by an annual review of the twenty-four month period ending 
October 31 of the calendar year in which the review is performed, and shall be rounded down to 
a whole day value.  The Office of the Interconnection shall report the results of its annual review 
to stakeholders by no later than December 31, and the average number of days between 
Synchronized Reserve Events shall be effective as of the following January 1.  The refunded 
charges shall be allocated as credits to Market Participants based on its pro rata share of the 
Synchronized Reserve Obligation megawatts less any Tier 1 Synchronized Reserve applied to its 
Synchronized Reserve Obligation in the hour(s) of the Synchronized Reserve Event for the 
Reserve Sub-zone or Reserve Zone, except that Market Participants that incur a refund obligation 
and also have an applicable Synchronized Reserve Obligation during the hour(s) of the 
Synchronized Reserve Event shall not be included in the allocation of such refund credits.  If the 
event spans multiple hours, the refund credits will be prorated hourly based on the duration of 
the event within each clock hour. 
 
 (k) The magnitude of response to a Synchronized Reserve Event by a generation 
resource or a Demand Resource, except for Batch Load Demand Resources covered by section 
3.2.3A(l), is the difference between the generation resource’s output or the Demand Resource’s 
consumption at the start of the event and its output or consumption 10 minutes after the start of 
the event.  In order to allow for small fluctuations and possible telemetry delays, generation 
resource output or Demand Resource consumption at the start of the event is defined as the 
lowest telemetered generator resource output or greatest Demand Resource consumption 
between one minute prior to and one minute following the start of the event.  Similarly, a 
generation resource's output or a Demand Resource's consumption 10 minutes after the event is 
defined as the greatest generator resource output or lowest Demand Resource consumption 
achieved between 9 and 11 minutes after the start of the event.  The response actually credited to 
a generation resource will be reduced by the amount the megawatt output of the generation 
resource falls below the level achieved after 10 minutes by either the end of the event or after 30 
minutes from the start of the event, whichever is shorter.  The response actually credited to a 
Demand Resource will be reduced by the amount the megawatt consumption of the Demand 
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Resource exceeds the level achieved after 10 minutes by either the end of the event or after 30 
minutes from the start of the event, whichever is shorter. 
 
 (l) The magnitude of response by a Batch Load Demand Resource that is at the stage 
in its production cycle when its energy consumption is less than the level of megawatts in its 
offer at the start of a Synchronized Reserve Event shall be the difference between (i) the Batch 
Load Demand Resource’s consumption at the end of the Synchronized Reserve Event and (ii) the 
Batch Load Demand Resource’s consumption during the minute within the ten minutes after the 
end of the Synchronized Reserve Event in which the Batch Load Demand Resource’s 
consumption was highest and for which its consumption in all subsequent minutes within the ten 
minutes was not less than fifty percent of the consumption in such minute; provided that, the 
magnitude of the response shall be zero if, when the Synchronized Reserve Event commences, 
the scheduled off-cycle stage of the production cycle is greater than ten minutes. . 
 
3.2.3A.001  Non-Synchronized Reserve. 
 

(a) Each Market Participant that is a Load Serving Entity that is not part of an 
agreement to share reserves with external entities subject to the requirements in BAL-002 shall have 
an obligation for hourly Non-Synchronized Reserve equal to its pro rata share of Non-
Synchronized Reserve assigned for the hour for each Reserve Zone and Reserve Sub-zone of the 
PJM Region, based on the Market Buyer’s total load (net of operating Behind The Meter 
Generation, but not to be less than zero) in such Reserve Zone and Reserve Sub-zone for the 
hour (“Non-Synchronized Reserve Obligation”).  Those entities that participate in an agreement to 
share reserves with external entities subject to the requirements in BAL-002 shall have their reserve 
obligations determined based on the stipulations in such agreement.  A Market Participant that does 
not meet its hourly Non-Synchronized Reserve Obligation shall be charged for the Non-
Synchronized Reserve dispatched by the Office of the Interconnection to meet such obligation at 
the Non-Synchronized Reserve Market Clearing Price determined in accordance with subsection 
(c) below, plus the amounts, if any, described in subsection (f) below. 
 

(b) Credits for Non-Synchronized Reserve provided by generation resources that are 
not operating for energy at the direction of the Office of the Interconnection specifically for the 
purpose of providing Non-Synchronized Reserve shall be the higher of (i) the Non-Synchronized 
Reserve Market Clearing Price or (ii) the specific opportunity cost of the generation resource 
supplying the increment of Non-Synchronized Reserve, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals.   
 

(c) The Non-Synchronized Reserve Market Clearing Price shall be determined for 
each Reserve Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of 
the Operating Day.  The hourly Non-Synchronized Reserve Market Clearing Price shall be 
calculated as the average of all 5-minute clearing prices calculated during the operating hour.  
Each 5-minute clearing price shall be calculated as the marginal cost of procuring sufficient Non-
Synchronized Reserves and/or Synchronized Reserves in each Reserve Zone or Reserve Sub-
zone inclusive of opportunity costs associated with meeting the Primary Reserve Requirement or 
Extended Primary Reserve Requirement.  When the Primary Reserve Requirement or Extended 
Primary Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor, the 5-minute clearing price for Non-
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Synchronized Reserve shall be at least greater than or equal to the applicable Reserve Penalty 
Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the Reserve Penalty 
Factor for the Primary Reserve Requirement for the Reserve Zone or Reserve Sub-zone.  If the 
Office of the Interconnection has initiated in a Reserve Zone or Reserve Sub-zone either a 
voltage reduction action as described in the PJM Manuals or a manual load dump action as 
described in the PJM Manuals, the 5-minute clearing price shall be the Reserve Penalty Factor 
for the Primary Reserve Requirement for that Reserve Zone or Reserve Sub-zone.  

The Reserve Penalty Factors for the Primary Reserve Requirement shall each be phased in as 
described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

The Reserve Penalty Factor for the Extended Primary Reserve Requirement shall be $300/MWh.  
 
By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Primary Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s).  

 
(d) In determining the 5-minute Non-Synchronized Reserve clearing price, the unit-

specific opportunity cost for a generation resource that is not providing energy because they are 
providing Non-Synchronized Reserves shall be equal to the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order times, (B) the Locational Marginal Price at the generation bus for the 
generation resource, minus (C) the applicable offer for energy from the generation resource in 
the PJM Interchange Energy Market.   
 

(e) In determining the credit under subsection (b) to a resource selected to provide 
Non-Synchronized Reserve and that follows the Office of the Interconnection’s signals and 
instructions, the unit-specific opportunity cost of a generation resource shall be determined for 
each hour that the Office of the Interconnection requires a generation resource to provide Non- 
Synchronized Reserve and shall be equal to the product of (A) the deviation of the generation 
resource’s output necessary to follow the Office of the Interconnection’s signals and instructions 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order, times (B) the Locational Marginal Price at the generation bus for the generation resource, 
minus (C) the applicable offer for energy from the generation resource in the PJM Interchange 
Energy Market.   
 

(f) Any amounts credited for Non-Synchronized Reserve in an hour in excess of the 
Non-Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to 



 

Page 274 

each Market Participant that does not meet its hourly Non-Synchronized Reserve Obligation in 
proportion to its purchases of Non-Synchronized Reserve in megawatt-hours during that hour. 

 
(g) The magnitude of response to a Non-Synchronized Reserve Event by a generation 

resource is the difference between the generation resource’s output at the start of the event and 
its output 10 minutes after the start of the event.  In order to allow for small fluctuations and 
possible telemetry delays, generation resource output at the start of the event is defined as the 
lowest telemetered generator resource output between one minute prior to and one minute 
following the start of the event.  Similarly, a generation resource's output 10 minutes after the 
start of the event is defined as the greatest generator resource output achieved between 9 and 11 
minutes after the start of the event.  The response actually credited to a generation resource will 
be reduced by the amount the megawatt output of the generation resource falls below the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter.   

 
(h) In the event a generation resource that has been assigned by the Office of the 

Interconnection to provide Non-Synchronized Reserve fails to provide the assigned amount of 
Non-Synchronized Reserve in response to a Non-Synchronized Reserve Event, the resource will 
be credited for Non-Synchronized Reserve capacity in the amount that actually responded for the 
contiguous hours the resource was assigned Non-Synchronized Reserve during which the event 
occurred. 

 
 
3.2.3A.01  Day-ahead Scheduling Reserves. 
 
 (a) The Office of the Interconnection shall satisfy the Day-ahead Scheduling 
Reserves Requirement by procuring Day-ahead Scheduling Reserves in the Day-ahead 
Scheduling Reserves Market from Day-ahead Scheduling Reserves Resources, provided that 
Demand Resources shall be limited to providing the lesser of any limit established by the 
Reliability First Corporation or SERC, as applicable, or twenty-five percent of the total Day-
ahead Scheduling Reserves Requirement.  Day-ahead Scheduling Reserves Resources that clear 
in the Day-ahead Scheduling Reserves Market shall receive a Day-ahead Scheduling Reserves 
schedule from the Office of the Interconnection for the relevant Operating Day.  PJMSettlement 
shall be the Counterparty to the purchases and sales of Day-ahead Scheduling Reserves in the 
PJM Interchange Energy Market; provided that PJMSettlement shall not be a contracting party to 
bilateral transactions between Market Participants or with respect to a self-schedule or self-
supply of generation resources by a Market Buyer to satisfy its Day-ahead Scheduling Reserves 
Requirement. 
 
 (b) A Day-ahead Scheduling Reserves Resource that receives a Day-ahead 
Scheduling Reserves schedule pursuant to subsection (a) of this section shall be paid the hourly 
Day-ahead Scheduling Reserves Market clearing price for the cleared megawatt quantity of Day-
ahead Scheduling Reserves MW obligation in each hour of the schedule, subject to meeting the 
requirements of subsection (c) of this section. 
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 (c) To be eligible for payment pursuant to subsection (b) of this section, Day-ahead 
Scheduling Reserves Resources shall comply with the following provisions: 
 

(i) Generation resources with a start time greater than thirty minutes are 
required to be synchronized and operating at the direction of the Office of the 
Interconnection during the resource’s Day-ahead Scheduling Reserves schedule and shall 
have a dispatchable range equal to or greater than the Day-ahead Scheduling Reserves 
schedule. 

 
(ii) Generation resources and Demand Resources with start times or shut-

down times, respectively, equal to or less than 30 minutes are required to respond to 
dispatch directives from the Office of the Interconnection during the resource’s Day-
ahead Scheduling Reserves schedule.  To meet this requirement the resource shall be 
required to start or shut down within the specified notification time plus its start or shut 
down time, provided that such time shall be less than thirty minutes. 

 
(iii) Demand Resources with a Day-ahead Scheduling Reserves schedule shall 

be credited based on the difference between the resource’s MW consumption at the time 
the resource is directed by the Office of the Interconnection to reduce its load (starting 
MW usage) and the resource’s MW consumption at the time when the Demand Resource 
is no longer dispatched by PJM (ending MW usage).  For the purposes of this subsection, 
a resource’s starting MW usage shall be the greatest telemetered consumption between 
one minute prior to and one minute following the issuance of a dispatch instruction from 
the Office of the Interconnection, and a resource’s ending MW usage shall be the lowest 
consumption between one minute before and one minute after a dispatch instruction from 
the Office of the Interconnection that is no longer necessary to reduce. 

 
(iv) Notwithstanding subsection (iii) above, the credit for a Batch Load 

Demand Resource that is at the stage in its production cycle when its energy consumption 
is less than the level of megawatts in its offer at the time the resource is directed by the 
Office of the Interconnection to reduce its load shall be the difference between (i) the 
“ending MW usage” (as defined above) and (ii) the Batch Load Demand Resource’s 
consumption during the minute within the ten minutes after the time of the “ending MW 
usage” in which the Batch Load Demand Resource’s consumption was highest and for 
which its consumption in all subsequent minutes within the ten minutes was not less than 
fifty percent of the consumption in such minute; provided that, the credit shall be zero if, 
at the time the resource is directed by the Office of the Interconnection to reduce its load, 
the scheduled off-cycle stage of the production cycle is greater than the timeframe for 
which the resource was dispatched by PJM. 

 
Resources that do not comply with the provisions of this subsection (c) shall not be eligible to 
receive credits pursuant to subsection (b) of this section. 
 
(d) The hourly credits paid to Day-ahead Scheduling Reserves Resources satisfying the Base 
Day-ahead Scheduling Reserves Requirement (“Base Day-ahead Scheduling Reserves credits”) 
shall equal the ratio of the Base Day-ahead Scheduling Reserves Requirement to the Day-ahead 
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Scheduling Reserves Requirement, multiplied by the total credits paid to Day-ahead Scheduling 
Reserves Resources, and are allocated as Base Day-ahead Scheduling Reserves charges per 
paragraph (i) below.  The hourly credits paid to Day-ahead Scheduling Reserve Resources 
satisfying the Additional Day-ahead Scheduling Reserve Requirement (“Additional Day-ahead 
Scheduling Reserves credits”) shall equal the ratio of the Additional Day-ahead Scheduling 
Reserves Requirement to the Day-ahead Scheduling Reserves Requirement, multiplied by the 
total credits paid to Day-ahead Scheduling Reserves Resources and are allocated as Additional 
Day-ahead Scheduling Reserves charges per paragraph (ii) below. 
 

(i) A Market Participant’s Base Day-ahead Scheduling Reserves charge is equal to 
the ratio of the Market Participant’s hourly obligation to the total hourly 
obligation of all Market Participants in the PJM Region, multiplied by the Base 
Day-ahead Scheduling Reserves credits. The hourly obligation for each Market 
Participant is a megawatt representation of the portion of the Base Day-ahead 
Scheduling Reserves credits that the Market Participant is responsible for paying 
to PJM.  The hourly obligation is equal to the Market Participant’s load ratio 
share of the total megawatt volume of Base Day-ahead Scheduling Reserves 
resources (described below), based on the Market Participant’s total hourly load 
(net of operating Behind The Meter Generation, but not to be less than zero) to the 
total hourly load of all Market Participants in the PJM Region.  The total 
megawatt volume of Base Day-ahead Scheduling Reserves resources equals the 
ratio of the Base Day-ahead Scheduling Reserves Requirement to the Day-ahead 
Scheduling Reserves Requirement multiplied by the total volume of Day-ahead 
Scheduling Reserves megawatts paid pursuant to paragraph (c) of this section.  A 
Market Participant’s hourly Day-ahead Scheduling Reserves obligation can be 
further adjusted by any Day-ahead Scheduling Reserve bilateral transactions.   

 
(ii)  Additional Day-ahead Scheduling Reserves credits shall be charged hourly to 

Market Participants that are net purchasers in the Day-ahead Energy Market based 
on its positive demand difference ratio share.  The positive demand difference for 
each Market Participant is the difference between its real-time load (net of 
operating Behind The Meter Generation, but not to be less than zero) and cleared 
Demand Bids in the Day-ahead Energy Market, net of cleared Increment Offers 
and cleared Decrement Bids in the Day-ahead Energy Market, when such value is 
positive.  Net purchasers in the Day-ahead Energy Market are those Market 
Participants that have cleared Demand Bids plus cleared Decrement Bids in 
excess of its amount of cleared Increment Offers in the Day-ahead Energy 
Market.  If there are no Market Participants with a positive demand difference, the 
Additional Day-ahead Scheduling Reserves credits are allocated according to 
paragraph (i) above. 

 
 (e) If the Day-ahead Scheduling Reserves Requirement is not satisfied through the 
operation of subsection (a) of this section, any additional Operating Reserves required to meet 
the requirement shall be scheduled by the Office of the Interconnection pursuant to Section 3.2.3 
of Schedule 1 of this Agreement. 
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3.2.3B Reactive Services. 
 
 (a) A Market Seller providing Reactive Services at the direction of the Office of the 
Interconnection shall be credited as specified below for the operation of its resource.  These 
provisions are intended to provide payments to generating units when the LMP dispatch 
algorithms would not result in the dispatch needed for the required reactive service.  LMP will be 
used to compensate generators that are subject to redispatch for reactive transfer limits. 
 
 (b) At the end of each Operating Day, where the active energy output of a Market 
Seller’s resource is reduced or suspended at the request of the Office of the Interconnection for 
the purpose of maintaining reactive reliability within the PJM Region, the Market Seller shall be 
credited according to Sections 3.2.3B(c) & 3.2.3B(d). 
 
 (c) A Market Seller providing Reactive Services from either a steam-electric 
generating unit or combined cycle unit operating in combined cycle mode, where such unit is 
pool-scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) hereof), and 
where the hourly integrated, real time LMP at the unit’s bus is higher than the price offered by 
the Market Seller for energy from the unit at the level of output requested by the Office of the 
Interconnection (as indicated either by the desired MWs of output from the unit determined by 
PJM’s unit dispatch system or as directed by the PJM dispatcher through a manual override) 
shall be compensated for lost opportunity cost by receiving a credit hourly in an amount equal to 
the product of (A) the deviation of the generating unit’s output necessary to follow the Office of 
the Interconnection’s signals and the generating unit’s expected output level if it had been 
dispatched in economic merit order, times (B) the Real-time Price at the generation bus for the 
generating unit, minus (C) the applicable offer for energy on which the generating unit was 
committed in the Real-time Energy Market, provided that the resulting outcome is greater than 
$0.00.  This equation is represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a pricemarket-based schedule and the offer associated with that price schedule is 
less than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
 (d) A Market Seller providing Reactive Services from either a combustion turbine 
unit or combined cycle unit operating in simple cycle mode that is pool scheduled (or self-
scheduled, if operating according to Section 1.10.3 (c) hereof), operated as requested by the 
Office of the Interconnection, shall be compensated for lost opportunity cost, limited to the lesser 
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of the unit’s Economic Maximum or the unit’s Maximum Facility Output, if either of the 
following conditions occur: 
 

(i) if the unit output is reduced at the direction of the Office of the Interconnection 
and the real time LMP at the unit’s bus is higher than the price offered by the Market 
Seller for energy from the unit at the level of output requested by the Office of the 
Interconnection as directed by the PJM dispatcher, then the Market Seller shall be 
credited in a manner consistent with that described above in Section 3.2.3B(c) for a steam 
unit or a combined cycle unit operating in combined cycle mode. 

 
(ii) if the unit is scheduled to produce energy in the day-ahead market, but the unit 

is not called on by PJM and does not operate in real time, then the Market Seller shall be 
credited hourly in an amount equal to the higher of (i) {(URTLMP – UDALMP) x DAG, 
or (ii) {(URTLMP – UB) x DAG where: 

 
URTLMP equals the real time LMP at the unit’s bus; 

 
UDALMP equals the day-ahead LMP at the unit’s bus; 

 
DAG equals the day-ahead scheduled unit output for the hour; 

 
UB equals the offer price for the unit determined according to the schedule on 
which the unit was committed day-ahead, unless such schedule was a 
pricemarket-based schedule and the offer associated with that pricemarket-based 
schedule is less than the cost-based offer for the unit, in which case the offer for 
the unit will be determined based on the cost-based schedule; and 

 
where URTLMP - UDALMP and URTLMP – UB shall not be negative. 

 
 (e) At the end of each Operating Day, where the active energy output of a Market 
Seller’s unit is increased at the request of the Office of the Interconnection for the purpose of 
maintaining reactive reliability within the PJM Region and the offered price of the energy is 
above the real-time LMP at the unit’s bus, the Market Seller shall be credited according to 
Section 3.2.3B(f). 
 
 (f) A Market Seller providing Reactive Services from either a steam-electric 
generating unit, combined cycle unit or combustion turbine unit, where such unit is pool 
scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) hereof), and where the 
hourly integrated, real time LMP at the unit’s bus is lower than the price offered by the Market 
Seller for energy from the unit at the level of output requested by the Office of the 
Interconnection (as indicated either by the desired MWs of output from the unit determined by 
PJM’s unit dispatch system or as directed by the PJM dispatcher through a manual override), 
shall receive a credit hourly in an amount equal to {(AG - LMPDMW) x (UB - 
URTLMP)}where: 
 

AG equals the actual hourly integrated output of the unit; 
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LMPDMW equals the level of output for the unit determined according to the 
point on the scheduled offer curve on which the unit was operating corresponding 
to the hourly integrated real time LMP at the unit’s bus and adjusted for any 
Regulation or Tier 2 Synchronized Reserve assignments; 

 
UB equals the unit offer for that unit for which output is increased, determined 
according to the real time scheduled offer curve on which the unit was operating; 

 
URTLMP equals the real time LMP at the unit’s bus; and 

 
where UB - URTLMP shall not be negative.  

 
 (g) A Market Seller providing Reactive Services from a hydroelectric resource where 
such resource is pool scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) 
hereof), and where the output of such resource is altered from the schedule submitted by the 
Market Seller for the purpose of maintaining reactive reliability at the request of the Office of the 
Interconnection, shall be compensated for lost opportunity cost in the same manner as provided 
in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM Manuals. 
 
 (h) If a Market Seller believes that, due to specific pre-existing binding commitments 
to which it is a party, and that properly should be recognized for purposes of this section, the 
above calculations do not accurately compensate the Market Seller for lost opportunity cost 
associated with following the Office of the Interconnection’s dispatch instructions to reduce or 
suspend a unit’s output for the purpose of maintaining reactive reliability, then the Office of the 
Interconnection, the Market Monitoring Unit and the individual Market Seller will discuss a 
mutually acceptable, modified amount of such alternate lost opportunity cost compensation, 
taking into account the specific circumstances binding on the Market Seller.  Following such 
discussion, if the Office of the Interconnection accepts a modified amount of alternate lost 
opportunity cost compensation, the Office of the Interconnection shall invoice the Market Seller 
accordingly.  If the Market Monitoring Unit disagrees with the modified amount of alternate lost 
opportunity cost compensation, as accepted by the Office of the Interconnection, it will exercise 
its powers to inform the Commission staff of its concerns. 
 
 (i) The amount of Synchronized Reserve provided by generating units maintaining 
reactive reliability shall be counted as Synchronized Reserve satisfying the overall PJM 
Synchronized Reserve requirements.  Operators of these generating units shall be notified of 
such provision, and to the extent a generating unit’s operator indicates that the generating unit is 
capable of providing Synchronized Reserve, shall be subject to the same requirements contained 
in Section 3.2.3A regarding provision of Tier 2 Synchronized Reserve.  At the end of each 
Operating Day, to the extent a condenser operated to provide Reactive Services also provided 
Synchronized Reserve, a Market Seller shall be credited for providing synchronous condensing 
for the purpose of maintaining reactive reliability at the request of the Office of the 
Interconnection, in an amount equal to the higher of (i) the hourly Synchronized Reserve Market 
Clearing Price for each hour a generating unit provided synchronous condensing multiplied by 
the amount of Synchronized reserve provided by the synchronous condenser or (ii) the sum of 
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(A) the generating unit’s hourly cost to provide synchronous condensing, calculated in 
accordance with the PJM Manuals, (B) the hourly product of MW energy usage for providing 
synchronous condensing multiplied by the real time LMP at the generating unit’s bus, (C) the 
generating unit’s startup-cost of providing synchronous condensing, and (D) the unit-specific lost 
opportunity cost of the generating resource supplying the increment of Synchronized Reserve as 
determined by the Office of the Interconnection in accordance with procedures specified in the 
PJM Manuals. To the extent a condenser operated to provide Reactive Services was not also 
providing Synchronized Reserve, the Market Seller shall be credited only for the generating 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (l) below. 
 
 (j) A Market Seller’s pool scheduled steam-electric generating unit or combined 
cycle unit operating in combined cycle mode, that is not committed to operate in the Day-ahead 
Market, but that is directed by the Office of the Interconnection to operate solely for the purpose 
of maintaining reactive reliability, at the request of the Office of the Interconnection, shall be 
credited in the amount of the unit’s offered price for start-up and no-load fees.  The unit also 
shall receive, if applicable, compensation in accordance with Sections 3.2.3B(e)-(f). 
 
 (k) The sum of the foregoing credits as specified in Sections 3.2.3B(b)-(j) shall be the 
cost of Reactive Services for the purpose of maintaining reactive reliability for the Operating 
Day and shall be separately determined for each transmission zone in the PJM Region based on 
whether the resource was dispatched for the purpose of maintaining reactive reliability in such 
transmission zone. 
 
 (l) The cost of Reactive Services for the purpose of maintaining reactive reliability in 
a transmission zone in the PJM Region for each Operating Day shall be allocated and charged to 
each Market Participant in proportion to its deliveries of energy to load (net of operating Behind 
The Meter Generation) in such transmission zone, served under Network Transmission Service, 
in megawatt-hours during that Operating Day, as compared to all such deliveries for all Market 
Participants in such transmission zone.   
 
 (m) Generating units receiving dispatch instructions from the Office of the 
Interconnection under the expectation of increased actual or reserve reactive shall inform the 
Office of the Interconnection dispatcher if the requested reactive capability is not achievable.  
Should the operator of a unit receiving such instructions realize at any time during which said 
instruction is effective that the unit is not, or likely would not be able to, provide the requested 
amount of reactive support, the operator shall as soon as practicable inform the Office of the 
Interconnection dispatcher of the unit’s inability, or expected inability, to provide the required 
reactive support, so that the associated dispatch instruction may be cancelled.  PJM Performance 
Compliance personnel will audit operations after-the-fact to determine whether a unit that has 
altered its active power output at the request of the Office of the Interconnection has provided the 
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actual reactive support or the reactive reserve capability requested by the Office of the 
Interconnection.  PJM shall utilize data including, but not limited to, historical reactive 
performance and stated reactive capability curves in order to make this determination, and may 
withhold such compensation as described above if reactive support as requested by the Office of 
the Interconnection was not or could not have been provided. 
 
3.2.3C Synchronous Condensing for Post-Contingency Operation. 
 
 (a) Under normal circumstances, PJM operates generation out of merit order to 
control contingency overloads when the flow on the monitored element for loss of the contingent 
element (“contingency flow”) exceeds the long-term emergency rating for that facility, typically 
a 4-hour or 2-hour rating.  At times however, and under certain, specific system conditions, PJM 
does not operate generation out of merit order for certain contingency overloads until the 
contingency flow on the monitored element exceeds the 30-minute rating for that facility (“post-
contingency operation”).  In conjunction with such operation, when the contingency flow on 
such element exceeds the long-term emergency rating, PJM operates synchronous condensers in 
the areas affected by such constraints, to the extent they are available, to provide greater 
certainty that such resources will be capable of producing energy in sufficient time to reduce the 
flow on the monitored element below the normal rating should such contingency occur. 
 
 (b) The amount of Synchronized Reserve provided by synchronous condensers 
associated with post-contingency operation shall be counted as Synchronized Reserve satisfying 
the PJM Synchronized Reserve requirements.  Operators of these generation units shall be 
notified of such provision, and to the extent a generation unit’s operator indicates that the 
generation unit is capable of providing Synchronized Reserve, shall be subject to the same 
requirements contained in Section 3.2.3A regarding provision of Tier 2 Synchronized Reserve.  
At the end of each Operating Day, to the extent a condenser operated in conjunction with post-
contingency operation also provided Synchronized Reserve, a Market Seller shall be credited for 
providing synchronous condensing in conjunction with post-contingency operation at the request 
of the Office of the Interconnection, in an amount equal to the higher of (i) the hourly 
Synchronized Reserve Market Clearing Price for each hour a generation resource provided 
synchronous condensing multiplied by the amount of Synchronized Reserve provided by the 
synchronous condenser or (ii) the sum of (A) the generation resource’s hourly cost to provide 
synchronous condensing, calculated in accordance with the PJM Manuals, (B) the hourly product 
of the megawatts of energy used to provide synchronous condensing multiplied by the real-time 
LMP at the generation bus of the generation resource, (C) the generation resource’s start-up cost 
of providing synchronous condensing, and (D) the unit-specific lost opportunity cost of the 
generation resource supplying the increment of Synchronized Reserve as determined by the 
Office of the Interconnection in accordance with procedures specified in the PJM Manuals.  To 
the extent a condenser operated in association with post-contingency constraint control was not 
also providing Synchronized Reserve, the Market Seller shall be credited only for the generation 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
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counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (d) below. 
 
 (c) The sum of the foregoing credits as specified in section 3.2.3C(b) shall be the cost 
of synchronous condensers associated with post-contingency operations for the Operating Day 
and shall be separately determined for each transmission zone in the PJM Region based on 
whether the resource was dispatched in association with post-contingency operation in such 
transmission zone. 
 
 (d) The cost of synchronous condensers associated with post-contingency operations 
in a transmission zone in the PJM Region for each Operating Day shall be allocated and charged 
to each Market Participant in proportion to its deliveries of energy to load (net of operating 
Behind The Meter Generation) in such transmission zone, served under Network Transmission 
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all 
Market Participants in such transmission zone. 
 
3.2.4 Transmission Congestion Charges. 
 
Each Market Buyer shall be assessed Transmission Congestion Charges as specified in Section 5 
of this Schedule. 
 
3.2.5 Transmission Loss Charges. 
 
Each Market Buyer shall be assessed Transmission Loss Charges as specified in Section 5 of this 
Schedule. 
 
3.2.6 Emergency Energy. 
 
(a) When the Office of the Interconnection has implemented Emergency procedures, 
resources offering Emergency energy are eligible to set real-time Locational Marginal Prices, 
capped at the energy offer cap plus the sum of the applicable Reserve Penalty Factors for the 
Synchronized Reserve Requirement and Primary Reserve Requirement, provided that the 
Emergency energy is needed to meet demand in the PJM Region. 
 
(b) Market Participants shall be allocated a proportionate share of the net cost of Emergency 
energy purchased by the Office of the Interconnection.  Such allocated share during each hour of 
such Emergency energy purchase shall be in proportion to the amount of each Market 
Participant’s real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, 
whenever that deviation increases the Market Participant’s spot market purchases or decreases its 
spot market sales.  This deviation shall not include any reduction or suspension of output of pool 
scheduled resources requested by PJM to manage an Emergency within the PJM Region. 
 
(c) Net revenues in excess of Real-time Prices attributable to sales of energy in connection 
with Emergencies to other Control Areas shall be credited to Market Participants during each 
hour of such Emergency energy sale in proportion to the sum of (i) each Market Participant’s 
real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, whenever that 
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deviation increases the Market Participant’s spot market purchases or decreases its spot market 
sales, and (ii) each Market Participant’s energy sales from within the PJM Region to entities 
outside the PJM Region that have been curtailed by PJM. 
 
(d) The net costs or net revenues associated with sales or purchases of hourly energy in 
connection with a Minimum Generation Emergency in the PJM Region, or in another Control 
Area, shall be allocated during each hour of such Emergency sale or purchase to each Market 
Participant in proportion to the amount of each Market Participant’s real-time deviation from its 
net PJM Interchange in the Day-ahead Market, whenever that deviation increases the Market 
Participant’s spot market sales or decreases its spot market purchases. 
 
3.2.7 Billing. 
 
 (a) PJMSettlement shall prepare a billing statement each billing cycle for each 
Market Buyer in accordance with the charges and credits specified in Sections 3.2.1 through 
3.2.6 of this Schedule, and showing the net amount to be paid or received by the Market Buyer.  
Billing statements shall provide sufficient detail, as specified in the PJM Manuals, to allow 
verification of the billing amounts and completion of the Market Buyer’s internal accounting. 
 
 (b) If deliveries to a Market Buyer that has PJM Interchange meters in accordance 
with Section 14 of the Operating Agreement include amounts delivered for a Market Participant 
that does not have PJM Interchange meters separate from those of the metered Market Buyer, 
PJMSettlement shall prepare a separate billing statement for the unmetered Market Participant 
based on the allocation of deliveries agreed upon between the Market Buyer and the unmetered 
Market Participant specified by them to the Office of the Interconnection.   
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3.3A Economic Load Response Participants. 
 
3.3A.1 Compensation. 
 
Economic Load Response Participants shall be compensated pursuant to Sections 3.3A.5 and/or 
3.3A.6 of this Schedule, for demand reduction offers submitted in the Day-Ahead Energy Market 
or Real-time Energy Market that satisfy the Net Benefits Test of section 3.3A.4; that are 
scheduled by the Office of the Interconnection; and that follow the dispatch instructions of the 
Office of the Interconnection.  Qualifying demand reductions shall be measured by:  1) 
comparing actual metered load to an end-use customer’s Customer Baseline Load or alternative 
CBL determined in accordance with the provisions of Section 3.3A.2 or 3.3A.2.01, respectively; 
or 2) non-interval metered residential Direct Load Control customers, as metered on a current 
statistical sample of electric distribution company accounts, as described in the PJM Manuals or 
3) by the MWs produced by on-Site Generators pursuant to the provisions of Section 3.3A.2.02. 
 
3.3A.2 Customer Baseline Load. 
 
For Economic Load Response Participants that choose to measure demand reductions using an 
end-use customer’s Customer Baseline Load (“CBL”), the CBL shall be determined using the 
following formula for such participant’s Non-Variable Loads.  Additionally, except for the 
months of June through September in the Delivery Year, the following formula shall be used to 
measure an Emergency and Pre-Emergency Load Response participant’s demand reductions 
when determining compliance with its capacity obligations pursuant to Schedule 6 of the RAA, 
unless an alternative CBL is approved pursuant to section 3.3A.2.01 of this schedule: 
 
  (a) The CBL for weekdays shall be the average of the highest 4 out of the 5 most 
recent load weekdays in the 45 calendar day period preceding the relevant load reduction event. 
 
  i.  For the purposes of calculating the CBL for weekdays, weekdays shall not 
include: 
 

1.  NERC holidays; 
 

2.  Weekend days; 
 

3. Event days.  For the purposes of this section an event day shall be either: 
 
(i)  any weekday that an Economic Load Response Participant submits a 

settlement pursuant to Section 3.3A.4 or 3.3A.5, provided that Event Days 
shall exclude such days if the settlement is denied by the relevant LSE or 
electric distribution company or is disallowed by the Office of the 
Interconnection; or 
 
(ii)  any weekday where the end-use customer location that is 

registered in the Economic Load Response program is also 
registered as a Demand Resource, and all end-use customer 
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locations on the relevant Economic Load Response registration 
have been dispatched by PJM during an emergency event. 

 
4. Any weekday where the average daily event period usage is less than 25% 

of the average event period usage for the five days. 
 
  ii.   If a 45-day period does not include 5 weekdays that meet the conditions in 
subsection (a)(i) of this section, provided there are 4 weekdays that meet the conditions in 
subsection (a)(i) of this section, the CBL shall be based on the average of those 4 weekdays.  If 
there are not 4 eligible weekdays, the CBL shall be determined in accordance with subsection 
(iii) of this section. 
 
  iii. Section 3.3A.2(a)(i)(3) notwithstanding, if a 45-day period does not 
include 4 weekdays that meet the conditions in subsection (a)(i) of this section, event days will 
be used as necessary to meet the 4 day requirement to calculate the CBL, provided that any such 
event days shall be the highest load event days within the relevant 45-day period. 
 
 (b) The CBL for weekend days and NERC holidays shall be determined in 
accordance with the following provisions:  
 
  i. The CBL for Saturdays and Sundays/NERC holidays shall be the average 
of the highest 2 load days out of the 3 most recent Saturdays or Sundays/NERC holidays, 
respectively, in the 45 calendar day period preceding the relevant load reduction event, provided 
that the following days shall not be used to calculate a Saturday or Sunday/NERC holiday CBL: 
 

1. Event days.  For the purposes of this section an event day shall be either: 
 

a. any Saturday and Sunday/NERC holiday that an Economic Load 
Response Participant submits a settlement pursuant to Section 3.3A.5 or 
3.3A.6, provided that Event Days shall exclude such days if the settlement 
is denied by the relevant LSE or electric distribution company or is 
disallowed by the Office of the Interconnection; or 
 

b. any Saturday and Sunday/NERC holiday where the end-use customer that 
is registered in the Economic Load Response program is also registered as 
a Demand Resource, and all end-use customer locations on the relevant 
Economic Load Response registration have been dispatched by PJM 
during an emergency event. 

 
2. Any Saturday or Sunday/NERC holiday where the average daily event 

period usage is less than 25% of the average event period usage level for 
the three days; 

 
3. Any Saturday or Sunday/NERC holiday that corresponds to the beginning 

or end of daylight savings. 
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  ii. If a 45-day period does not include 3 Saturdays or 3 Sundays/NERC 
holidays, respectively, that meet the conditions in subsection (b)(i) of this section, provided there 
are 2 Saturdays or Sundays/NERC holidays that meet the conditions in subsection (b)(i) of this 
section, the CBL will be based on the average of those 2 Saturdays or Sundays/NERC holidays.  
If there are not 2 eligible Saturdays or Sundays/NERC holidays, the CBL shall be determined in 
accordance with subsection (iii) of this section. 
 
  iii. Section 3.3A.2(b)(i)(1) notwithstanding, if a 45-day period does not 
include 2 Saturdays or Sundays/NERC holidays, respectively, that meet the conditions in 
subsection (b)(i) of this section, event days will be used as necessary to meet the 2 day 
requirement to calculate the CBL, provided that any such event days shall be the highest load 
event days within the relevant 45-day period. 
 
 (c) CBLs established pursuant to this section shall represent end-use customers’ 
actual load patterns.  If the Office of the Interconnection determines that a CBL or alternative 
CBL does not accurately represent a customer’s actual load patterns, the CBL shall be revised 
accordingly pursuant to Section 3.3A.2.01.  Consistent with this requirement, if 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 upon whose behalf it is acting 
that would result in the adjustment of more than half the hours in the affected party’s Customer 
Baseline Load by twenty percent or more for more than twenty days. 
 
3.3A.2.01 Alternative Customer Baseline Methodologies. 
 
 (a) During the Economic Load Response Participant registration process pursuant to 
Section 1.5A.3 of this Schedule, the relevant Economic Load Response Participant or the Office 
of the Interconnection (“Interested Parties”) may, in the case of such participant’s Non-Variable 
Load customers, and shall, in the case of its Variable Load customers, propose an alternative 
CBL calculation that more accurately reflects the relevant end-use customer’s consumption 
pattern relative to the CBL determined pursuant to Section 3.3A.2.  During the Emergency and 
Pre-Emergency Load Response registration process pursuant to section 8.4 of this schedule, or as 
otherwise approved by the Office of the Interconnection, the relevant participant or the Office of 
the Interconnection may propose an alternative CBL calculation that more accurately reflects the 
relevant end-use customer’s consumption pattern relative to the CBL determined pursuant to 
section 3.3A.2 of this schedule.  In support of such proposal, the participant shall demonstrate 
that the alternative CBL method shall result in an hourly relative root mean square error of 
twenty percent or less compared to actual hourly values, as calculated in accordance with the 
technique specified in the PJM Manuals.  Any proposal made pursuant to this section shall be 
provided to the other Interested Party. 
 
 (b) The Interested Parties shall have 30 days to agree on a proposal issued pursuant to 
subsection (a) of this section.  The 30-day period shall start the day the proposal is provided to 
the other Interested Party.  If both Interested Parties agree on a proposal issued pursuant to this 
section, that alternative CBL calculation methodology shall be effective consistent with the date 
of the relevant Economic Load Response Participant registration.   
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 (c) If agreement is not reached pursuant to subsection (b) of this section, the Office of 
the Interconnection shall determine a CBL methodology that shall result, as nearly as practicable, 
in an hourly relative root mean square error of twenty percent or less compared to actual hourly 
values within 20 days from the expiration of the 30-day period established by subsection (b).  A 
CBL established by the Office of the Interconnection pursuant to this subsection (c) shall be 
binding upon both Interested Parties unless the Interested Parties reach agreement on an 
alternative CBL methodology prior to the expiration of the 20-day period established by this 
subsection (c). 
 
 (d) Operation of this Section 3.3A.2.01 shall not delay Economic Load Response 
Participant registrations pursuant to Section 1.5A.3, provided that the alternative CBL 
established pursuant to this section shall be used for all related energy settlements made pursuant 
to Sections 3.3A.5 and 3.3A.6. 
 
 (e) The Office of the Interconnection shall periodically publish alternative CBL 
methodologies established pursuant to this section in the PJM Manuals. 
 

(f)  Emergency and Pre-Emergency Load Response registrations will use the CBL 
defined on the associated economic registration for measuring demand reductions when 
determining the participant’s compliance with its capacity obligations pursuant to Schedule 6 of 
the RAA, unless it is the maximum baseload CBL as defined in the PJM Manuals, in which case 
the participant will use the CBL set forth in the Emergency or Pre-Emergency Load Response 
registration. 

 
3.3A.2.02 On-Site Generators. 
 
 On-Site Generators used as the basis for Economic Load Response Participant status 
pursuant to Section 1.5A shall be subject to the following provisions: 
 
 i. The On-Site Generator shall be used solely to enable an Economic Load Response 
Participant to provide demand reductions in response to the Locational Marginal Prices in the 
Real-time Energy Market and/or the Day-ahead Energy Market and shall not otherwise have 
been operating; 
 
 ii. If subsection (i) does not apply, the amount of energy from an On-Site Generator 
used to enable an Economic Load Response Participant to provide demand reductions in 
response to the Locational Marginal Prices in the Real-time Energy Market and/or the Day-ahead 
Energy Market shall be capable of being quantified in a manner that is acceptable to the Office 
of the Interconnection. 
 
3.3A.3 Symmetric Additive Adjustment. 
 
 (a) Customer Baseline Levels established pursuant to section 3.3A.2 shall be adjusted  
by the Symmetric Additive Adjustment.  Unless an alternative formula is approved by the Office 
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of the Interconnection, the Symmetric Additive Adjustment shall be calculated using the 
following formula: 
 
Step 1:  Calculate the average usage over the 3 hour period ending 1 hour prior to the start of 
event. 
 
Step 2:  Calculate the average usage over the 3 hour period in the CBL that corresponds to the 3 
hour period described in Step 1. 
 
Step 3:  Subtract the results of Step 2 from the results of Step 1 to determine the symmetric 
additive adjustment (this may be positive or negative).   
 
Step 4:  Add the symmetric additive adjustment (i.e. the results of Step 3) to each hour in the 
CBL that corresponds to each event hour. 
 
 (b) Following a Load Reduction Event that is submitted to the Office of the 
Interconnection for compensation, the Office of the Interconnection shall provide the 
Notification window(s), if applicable, directly metered data and Customer Baseline Load and 
Symmetric Additive Adjustment calculation to the appropriate electric distribution company for 
optional review.  The electric distribution company will have ten Bbusiness Ddays to provide the 
Office of the Interconnection with notification of any issues related to the metered data or 
calculations. 
 
3.3A.4 Net Benefits Test. 
 
The Office of the Interconnection shall identify each month the price on a supply curve, 
representative of conditions expected for that month, at which the benefit of load reductions 
provided by Economic Load Response Participants exceed the costs of those reductions to other 
loads.  In formulaic terms, the net benefit is deemed to be realized at the price point on the 
supply curve where (Delta LMP x MWh consumed) > (LMPNEW x DR), where LMPNEW is the 
market clearing price after Economic Load Response is dispatched and Delta LMP is the price 
before Economic Load Response is dispatched minus the LMPNEW). 
 
The Office of the Interconnection shall update and post the Net Benefits Test results and analysis 
for a calendar month no later than the 15th day of the preceding calendar month.  As more fully 
specified in the PJM Manuals, the Office of the Interconnection shall calculate the net benefit 
price level in accordance with the following steps: 
 
Step 1. Retrieve generation offers from the same calendar month (of the prior calendar year) for 
which the calculation is being performed, employing market-based price offers to the extent 
available, and cost-based offers to the extent market-based price offers are not available. To the 
extent that generation offers are unavailable from historical data due to the addition of a Zone to 
the PJM Region the Office of the Interconnection shall use the most recent generation offers that 
best correspond to the characteristics of the calendar month for which the calculation is being 
performed, provided that at least 30 days of such data is available.  If less than 30 days of data is 
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available for a resource or group of resources, such resource[s] shall not be considered in the Net 
Benefits Test calculation.  
 
Step 2: Adjust a portion of each prior-year offer representing the typical share of fuel costs in 
energy offers in the PJM Region, as specified in the PJM Manuals, for changes in fuel prices 
based on the ratio of the reference month spot price to the study month forward price.  For such 
purpose, natural gas shall be priced at the Henry Hub price, number 2 fuel oil shall be priced at 
the New York Harbor price, and coal shall be priced as a blend of coal prices representative of 
the types of coal typically utilized in the PJM Region.   
 
Step 3. Combine the offers to create daily supply curves for each day in the period. 
 
Step 4. Average the daily curves for each day in the month to form an average supply curve for 
the study month. 
 
Step 5. Use a non-linear least squares estimation technique to determine an equation that 
reasonably approximates and smooths the average supply curve. 
 
Step 6. Determine the net benefit level as the point at which the price elasticity of supply is equal 
to 1 for the estimated supply curve equation established in Step 5.  
 
3.3A.5 Market Settlements in Real-time Energy Market. 
 
 (a) Economic Load Response Participants that submit offers for load reductions in 
the Real-time Energy Market no later than 2:15 p.m. on the day prior to the operating day that 
submitted a day-ahead offer that cleared or that otherwise are dispatched by the Office of the 
Interconnection in the Real-time Energy Market shall be compensated for reducing demand 
based on the actual kWh relief provided in excess of committed day-ahead load reductions.  The 
offer shall contain the Offer Data specified in section 1.10.1A(k) and shall not thereafter be 
subject to change; provided, however, the Economic Load Response Participant may revise the 
previously  specified minimum or maximum load reduction quantity for an operating hour by 
providing notice to the Office of the Interconnection in the form and manner specified in the 
PJM Manuals no later than three hours prior to such operating hour.  Economic Load Response 
Participants may, at their option, combine separately registered loads that have a common 
pricing point into a single portfolio for purposes of offering and dispatching their load reduction 
capability; provided however that any load reductions will continue to be measured and verified 
at the individual registration level prior to aggregation at the portfolio level for purposes of 
energy market and balancing operating reserves settlements.  An Economic Load Response 
Participant that curtails or causes the curtailment of demand in real-time in response to PJM 
dispatch, and for which the applicable real-time LMP is equal to or greater than the threshold 
price established under the Net Benefits Test, will be compensated by PJMSettlement at the real-
time Locational Marginal Price.   
 
 (b) In cases where the demand reduction follows dispatch, as defined in section 
3.2.3(o-1), as instructed by the Office of the Interconnection, and the demand reduction offer 
price is equal to or greater than the threshold price established under the Net Benefits Test, 
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payment will not be less than the total value of the demand reduction bid.  For the purposes of 
this subsection, the total value of a demand reduction bid shall include any submitted start-up 
costs associated with reducing demand, including direct labor and equipment costs and 
opportunity costs and any costs associated with a minimum number of contiguous hours for 
which the demand reduction must be committed. 
 
Any shortfall between the applicable Locational Marginal Price and the total value of the 
demand reduction bid will be made up through normal, real-time operating reserves.  In all cases 
under this subsection, the applicable zonal or aggregate (including nodal) Locational Marginal 
Price shall be used as appropriate for the individual end-use customer. 
 
 (c) For purposes of load reductions qualifying for compensation hereunder, an 
Economic Load Response Participant shall accumulate credits for energy reductions in those 
hours when the energy delivered to the end-use customer is less than the end-use customer’s 
Customer Baseline Load at the applicable Locational Marginal Price for the Real-time 
Settlement Interval.  In the event that the end-use customer’s hourly energy consumption is 
greater than the Customer Baseline Load, the Economic Load Response Participant will 
accumulate debits at the applicable Locational Marginal Price for the Real-time Settlement 
Interval for the amount the end-use customer’s hourly energy consumption is greater than the 
Customer Baseline Load.   If the actual load reduction, compared to the desired load reduction is 
outside the deviation levels specified in section 3.2.3(o) of this Appendix, the Economic Load 
Response Participant shall be assessed balancing operating reserve charges in accordance with 
that section 3.2.3. 
 
 (d) The cost of payments to Economic Load Response Participants under this section 
(excluding any portion of the payments recovered as operating reserves pursuant to subsection 
(b) of this section) for load reductions that are compensated at the applicable full LMP, in any 
Zone for any hour, shall be recovered from Market Participants on a ratio-share basis based on 
their real-time exports from the PJM Region and from Load Serving Entities on a ratio-share 
basis based on their real-time loads in each Zone for which the load-weighted average Locational 
Marginal Price for the hour during which such load reduction occurred is greater than or equal to 
the price determined under the Net Benefits Test for that month, with the ratio shares determined 
as follows: 
 
The ratio share for LSE i in zone z shall be RTLiz/(RTL + X) 
and the ratio share for party j shall be Xj/(RTL + X). 
 
Where: 
 
 RTL is the total real time load in all zones where LMP ≥ Net Benefits Test price; 
 RTLiz is the real-time load for LSE i in zone z; 
 X is the total export quantity from PJM in that hour; and 
 Xj is the export quantity by party j from PJM. 
 
3.3A.6 Market Settlements in the Day-ahead Energy Market. 
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 (a) Economic Load Response Participants dispatched as a result of a qualifying 
demand reduction offer in the Day-ahead Energy Market shall be compensated for reducing 
demand based on the reductions of kWh committed in the Day-ahead Energy Market.  An 
Economic Load Response Participant that submits a demand reduction bid day ahead that is 
accepted by the Office of the Interconnection and for which the applicable day ahead LMP is 
greater than or equal to the Net Benefits Test shall be compensated by PJMSettlement at the day-
ahead Locational Marginal Price.   
 
Economic Load Response Participants may, at their option, combine separately registered loads 
that have a common pricing point into a single portfolio for purposes of offering and dispatching 
their load reduction capability; provided however that any load reductions will continue to be 
measured and verified at the individual registration level prior to aggregation at the portfolio 
level for purposes of energy market and balancing operating reserves settlements. 
 
 (b) Total payments to Economic Load Response Participants for accepted day-ahead 
demand reduction bids with an offer price equal to or greater than the threshold price established 
under the Net Benefits Test that follow the dispatch instructions of the Office of the 
Interconnection will not be less than the total value of the demand reduction bid.  For the 
purposes of this subsection, the total value of a demand reduction bid shall include any submitted 
start-up costs associated with reducing load, including direct labor and equipment costs and 
opportunity costs and any costs associated with a minimum number of contiguous hours for 
which the load reduction must be committed.  Any shortfall between the applicable Locational 
Marginal Price and the total value of the demand reduction bid will be made up through normal, 
day-ahead operating reserves.  In all cases under this subsection, the applicable zonal or 
aggregate (including nodal) Locational Marginal Price shall be used as appropriate for the 
individual end-use customer. 
 
 (c) Economic Load Response Participants that have demand reductions committed in 
the Day-ahead Energy Market that deviate from the day-ahead schedule in real time shall be 
charged or credited for such variance at the real time LMP plus or minus an amount equal to the 
applicable balancing operating reserve charge in accordance with section 3.2.3 of this Appendix.  
Load Serving Entities that otherwise would have load that was reduced shall receive any 
associated operating reserve credit. 
 
 (d) The cost of payments to Economic Load Response Participants for accepted day-
ahead demand reduction bids that are compensated at the applicable full, day ahead LMP under 
this section (excluding any portion of the payments recovered as operating reserves pursuant to 
subsection (b) of this section) for load reductions in any Zone for any hour shall be recovered 
from Market Participants on a ratio-share basis based on their real-time exports from the PJM 
Region and from Load Serving Entities on a ratio-share basis based on their real-time loads in 
each Zone for which the load-weighted average real-time Locational Marginal Price for the hour 
during which such load reduction occurred is greater than or equal to the price determined under 
the Net Benefits Test for that month, in accordance with the formula prescribed in section 
3.3A.5(d). 
 
3.3A.7 Prohibited Economic Load Response Participant Market Settlements. 
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 (a) Settlements pursuant to Sections 3.3A.5 and 3.3A.6 shall be limited to demand 
reductions executed in response to the Locational Marginal Price in the Real-time Energy Market 
and/or the Day-ahead Energy Market that satisfy the Net Benefits Test and are dispatched by the 
Office of the Interconnection. 
 
 (b) Demand reductions that do not meet the requirements of Section 3.3A.7(a) shall 
not be eligible for settlement pursuant to Sections 3.3A.5 and 3.3A.6.  Examples of settlements 
prohibited pursuant to this Section 3.3A.7(b) include, but are not limited to, the following: 
 
  i. Settlements based on variable demand where the timing of the demand 
reduction supporting the settlement did not change in direct response to Locational Marginal 
Prices in the Real-time Energy Market and/or the Day-ahead Energy Market; 
 
  ii. Consecutive daily settlements that are the result of a change in normal 
demand patterns that are submitted to maintain a CBL that no longer reflects the relevant end-use 
customer’s demand; 
 
  iii. Settlements based on On-Site Generator data if the On Site Generation is 
not supporting demand reductions executed in response to the Locational Marginal Price in the 
Real-time Energy Market and/or the Day-ahead Energy Market; 
 
  iv. Settlements based on demand reductions that are the result of operational 
changes between multiple end-use customer sites in the PJM footprint; 
 
  v. Settlements that do not include all hours that the Office of the 
Interconnection dispatched the load reduction, or for which the load reduction cleared in the 
Day-ahead Market. 
 
 (c) The Office of the Interconnection shall disallow settlements for demand 
reductions that do not meet the requirements of Section 3.3A.7(a).  If the Economic Load 
Response Participant continues to submit settlements for demand reductions that do not meet the 
requirements of Section 3.3A.7(a), then the Office of the Interconnection shall suspend the 
Economic Load Response Participant’s PJM Interchange Energy Market activity and refer the 
matter to the FERC Office of Enforcement. 
 
3.3A.8 Economic Load Response Participant Review Process. 
 
 (a) The Office of the Interconnection shall review the participation of an Economic 
Load Response Participant in the PJM Interchange Energy Market under the following 
circumstances: 
 
  i. An Economic Load Response Participant’s registrations submitted 
pursuant to Section 1.5A.3 are disputed more than 10% of the time by any relevant electric 
distribution company(ies) or Load Serving Entity(ies). 
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  ii. An Economic Load Response Participant’s settlements pursuant to 
Sections 3.3A.5 and 3.3A.6 are disputed more than 10% of the time by any relevant electric 
distribution company(ies) or Load Serving Entity(ies). 
 
  iii. An Economic Load Response Participant’s settlements pursuant to 
Sections 3.3A.5 and 3.3A.6 are denied by the Office of the Interconnection more than 10% of the 
time. 
 
  iv. An Economic Load Response Participant’s registration will be reviewed 
when settlements are frequently submitted or if its actual loads frequently deviate from the 
previously scheduled quantities (as determined for purposes of assessing balancing operating 
reserves charges).  PJM will notify the Participant when their registration is under review.  While 
the Participant’s registration is under review by PJM, the Participant may continue economic 
load reductions but all settlements will be denied by PJM until the registration review is resolved 
pursuant to subsection (i) or (ii) below.  PJM will require the Participant to provide information 
within 30 days to support that the settlements were submitted for load reduction activity done in 
response to price and not submitted based on the End-Use Customer’s normal operations. 
 

i) If the Participant is unable to provide adequate supporting 
information to substantiate the load reductions submitted for settlement, 
PJM will terminate the registration and may refer the Participant to either 
the Market Monitoring Unit or the Federal Energy Regulatory 
Commission for further investigation.  

 
ii) If the Participant does provide adequate supporting information, 
the settlements denied by PJM will be resubmitted by the Participant for 
review according to existing PJM market rules.  Further, PJM may 
introduce an alternative Customer Baseline Load if the existing Customer 
Baseline Load does not adequately reflect what the customer load would 
have been absent a load reduction. 

 
  v.  The electric distribution company may only deny settlements during the 
normal settlement review process for inaccurate data including, but not limited to: meter data, 
line loss factor, Customer Baseline Load calculation, interval meter owner and a known 
recurring End-Use Customer outage or holiday.  
 
 (b) The Office of the Interconnection shall have thirty days to conduct a review 
pursuant to this Section 3.3A.8.  The Office of the Interconnection may refer the matter to the 
PJM MMU and/or the FERC Office of Enforcement if the review indicates the relevant 
Economic Load Response Participant and/or relevant electric distribution company or LSE is 
engaging in activity that is inconsistent with the PJM Interchange Energy Market rules governing 
Economic Load Response Participants. 
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3.6 Metering Reconciliation. 
 
3.6.1 Meter Correction Billing. 
 
Metering errors and corrections will be reconciled at the end of each month by a meter correction 
charge (positive or negative).  The monthly meter correction charge for tie meter corrections 
shall be the product of the positive or negative deviation in energy amounts, times the Real-time 
Settlement Interval load weighted average real-time Locational Marginal Price for all intervals of 
that month for all load buses in the PJM Region.  The monthly meter correction charge for 
generator meter corrections shall be the product of the positive or negative deviation in energy 
amounts, times the Real-time Settlement Interval generation weighted average Locational 
Marginal Price at that generator’s bus for all intervals of that month. 
 
3.6.2 Meter Corrections Between Market Participants. 
 
If a Market Participant or the Office of the Interconnection discovers a meter error affecting an 
interchange of energy with another Market Participant and makes the error known to such other 
Market Participant prior to the completion by the Office of the Interconnection of the accounting 
for the interchange, and if both Market Participants are willing to adjust hourly load records to 
compensate for the error and such adjustment does not affect other parties, an adjustment in load 
records may be made by the Market Participants in order to correct for the meter error, provided 
corrected information is furnished to the Office of the Interconnection in accordance with the 
Office of the Interconnection’s accounting deadlines.  No such adjustment may be made if the 
accounting for the Operating Day in which the interchange occurred has been completed by the 
Office of the Interconnection.  If this is not practical, the error shall be accounted for by a 
correction at the end of the billing cycle.  The Market Participants experiencing the error shall 
account for the full amount of the discrepancy and an appropriate debit or credit shall be applied 
to the Market Participants.  For Market Participants that are Electric Distributors that request the 
debit and credit to be further allocated to all Network Service Users in their territory (as 
documented in the PJM Manuals), where all Load Serving Entities in the respective Electric 
Distributor territory agree, the appropriate debit or credit shall be applied among Network 
Service Users in proportion to their deliveries to load served in the applicable territory. 
 
3.6.3 500 kV Meter Errors. 
 
Billing shall be adjusted to account for errors in meters on 500 kV Transmission Facilities within 
the PJM Pre-Expansion Zones (excluding Allegheny Power) or between the PJM Pre-Expansion 
Zones (excluding Allegheny Power) and Allegheny Power.  The Market Participant with the tie 
meter or generator meter experiencing the error shall account for the full amount of the 
discrepancy and an appropriate debit or credit shall be applied among Electric Distributors that 
report hourly net energy flows from metered Tie Lines in the Pre-Expansion Zones (excluding 
Allegheny Power) in proportion to the load consumed in their territories.  The error shall be 
accounted for by a correction at the end of the billing cycle.  For Market Participants that are 
Electric Distributors that request the debit and credit to be further allocated to all Network 
Service Users in their territory (as documented in the PJM Manuals), where all Load Serving 
Entities in the respective Electric Distributor territory agree, the appropriate debit or credit shall 
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be applied among Network Service Users in proportion to their deliveries to load served in the 
applicable territory. 
 
3.6.4 Meter Corrections Between Control Areas. 
 
An error between accounted for and metered interchange between a Party in the PJM Region and 
an entity in a Control Area other than the PJM Region shall be corrected by adjusting the hourly 
meter readings.  If this is not practical, the error shall be accounted for by a correction at the end 
of the billing cycle.  The Market Participant with ties to such other Control Area experiencing 
the error shall account for the full amount of the discrepancy.  However, if the meter correction 
applies to a tie on the 500 kV system between the PJM Pre-Expansion Zones (excluding 
Allegheny Power) and other Control Areas, Electric Distributors that report hourly net energy 
flows from metered Tie Lines in the Pre-Expansion Zones (excluding Allegheny Power) shall 
account for the full amount of the discrepancy in proportion to the load consumed in their 
territories.  The appropriate debit or credit shall be applied  among Network Service Users in 
proportion to their deliveries to load served in the PJM Region.  The Office of the 
Interconnection will adjust the actual interchange between the other Control Area and the PJM 
Region to maintain a proper record of inadvertent energy flow.   
 
3.6.5 Meter Correction Data. 
 
Meter error data shall be submitted to the Office of the Interconnection not later than the last 
Bbusiness Dday of the month following the end of the monthly billing cycle applicable to the 
meter correction. 
 
3.6.6 Correction Limits. 
 
A Market Participant may not assert a claim for an adjustment in billing as a result of a meter 
error for any error discovered more than two years after the date on which the metering occurred.  
Any claim for an adjustment in billing as a result of a meter error shall be limited to bills for 
transactions occurring in the most recent annual accounting period of the billing Market 
Participant in which the meter error occurred, and the prior annual accounting period. 
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5.2 Transmission Congestion Credit Calculation. 
 
5.2.1 Eligibility.   
 
 (a) Except as provided in Section 5.2.1(b), each FTR Holder shall receive as a 
Transmission Congestion Credit a proportional share of the total Transmission Congestion 
Charges collected for each constrained hour. 
 
 (b) If an Effective FTR Holder between specified delivery and receipt buses acquired 
the Financial Transmission Right in a Financial Transmission Rights auction (the procedures for 
which are set forth in Part 7 of this Schedule 1) and (i) had an Increment Offer and/or Decrement 
Bid that was accepted by the Office of the Interconnection for an applicable hour in the Day-
ahead Energy Market for delivery or receipt at or near delivery or receipt buses of the Financial 
Transmission Right or had an Up-to Congestion Transaction that was accepted by the Office of 
the Interconnection for an applicable hour in the Day-ahead Energy Market for a path at or near 
the path of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Offer, Decrement Bid or Up-to Congestion Transaction is that the difference in 
Locational Marginal Prices in the Day-ahead Energy Market between such delivery and receipt 
buses is greater than the difference in Locational Marginal Prices between such delivery and 
receipt buses in the Real-time Energy Market, then the Market Participant shall not receive any 
Transmission Congestion Credit, associated with such Financial Transmission Right in such 
hour, in excess of one divided by the number of hours in the applicable month multiplied by the 
amount that the Market Participant paid for the Financial Transmission Right in the Financial 
Transmission Rights auction. 
 
 (c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the Financial 
Transmission Right delivery or receipt bus if seventy-five percent or more of the energy injected 
or withdrawn at that bus and which is withdrawn or injected at any other bus is reflected in the 
constrained path between the subject Financial Transmission Right delivery and receipt buses 
that were acquired in the Financial Transmission Rights auction. 
 
 (d) The Market Monitoring Unit shall calculate Transmission Congestion Credits 
pursuant to this section and section VI of Attachment M – Appendix. Nothing in this section 
shall preclude the Market Monitoring Unit from action to recover inappropriate benefits from the 
subject activity if the amount forfeited is less than the benefit derived by the Effective FTR 
Holder. If the Office of the Interconnection agrees with such calculation, then it shall impose the 
forfeiture of the Transmission Congestion Credit accordingly. If the Office of the 
Interconnection does not agree with the calculation, then it shall impose a forfeiture of 
Transmission Congestion Credit consistent with its determination. If the Market Monitoring Unit 
disagrees with the Office of the Interconnection’s determination, it may exercise its powers to 
inform the Commission staff of its concerns and may request an adjustment.  This provision is 
duplicated in section VI of Attachment M – Appendix.  An Effective FTR Holder objecting to 
the application of this rule shall have recourse to the Commission for review of the application of 
the FTR forfeiture rule to its trading activity. 
 
5.2.2 Financial Transmission Rights. 
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 (a) Transmission Congestion Credits will be calculated based upon the Financial 
Transmission Rights held at the time of the constrained hour. Except as provided in subsection 
(e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7.   
 
 (b) The hourly economic value of a Financial Transmission Right Obligation is based 
on the Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right.  The hourly economic value of a Financial Transmission Right Obligation is positive (a 
benefit to the FTR Holder) when the Day-ahead Congestion Price at the point of delivery is 
higher than the Day-ahead Congestion Price at the point of receipt.  The hourly economic value 
of a Financial Transmission Right Obligation is negative (a liability to the FTR Holder) when the 
Day-ahead Congestion Price at the point of receipt is higher than the Day-ahead Congestion 
Price at the point of delivery. 
 
 (c) The hourly economic value of a Financial Transmission Right Option is based on 
the Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right when that difference is positive.  The hourly economic value of a Financial Transmission 
Right Option is positive (a benefit to the FTR Holder) when the Day-ahead Congestion Price at 
the point of delivery is higher than the Day-ahead Congestion Price at the point of receipt. The 
hourly economic value of a Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the FTR Holder) when the Day-ahead Congestion Price at the point of receipt is 
higher than the Day-ahead Congestion Price at the point of delivery. 
 
 (d) In addition to transactions with PJMSettlement in the Financial Transmission 
Rights auctions administered by the Office of the Interconnection, a Financial Transmission 
Right, for its entire tenure or for a specified period, may be sold or otherwise transferred to a 
third party by bilateral agreement, subject to compliance with such procedures as may be 
established by the Office of the Interconnection for verification of the rights of the purchaser or 
transferee. 
 
  (i) Market Participants may enter into bilateral agreements to transfer to a 
third party a Financial Transmission Right, for its entire tenure or for a specified period.  Such 
bilateral transactions shall be reported to the Office of the Interconnection in accordance with 
this Schedule and pursuant to the LLC’s rules related to its eFTR FTR reporting tools.   
 
  (ii) For purposes of clarity, with respect to all bilateral transactions for the 
transfer of Financial Transmission Rights, the rights and obligations pertaining to the Financial 
Transmission Rights that are the subject of such a bilateral transaction shall pass to the buyer 
under the bilateral contract subject to the provisions of this Schedule.  Such bilateral transactions 
shall not modify the location or reconfigure the Financial Transmission Rights.  In no event shall 
the purchase and sale of a Financial Transmission Right pursuant to a bilateral transaction 
constitute a transaction with PJMSettlement or a transaction in any auction under this Schedule.   
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  (iii) Consent of the Office of the Interconnection shall be required for a seller 
to transfer to a buyer any Financial Transmission Right Obligation.  Such consent shall be based 
upon the Office of the Interconnection’s assessment of the buyer’s ability to perform the 
obligations, including meeting applicable creditworthiness requirements, transferred in the 
bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 
the title to the Financial Transmission Rights shall not transfer to the third party and the FTR 
Holder shall continue to receive all Transmission Congestion Credits attributable to the Financial 
Transmission Rights and remain subject to all credit requirements and obligations associated 
with the Financial Transmission Rights.   
 
  (iv) A seller under such a bilateral contract shall guarantee and indemnify the 
Office of the Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay 
any charges associated with the transferred Financial Transmission Right and for which payment 
is not made to PJMSettlement by the buyer under such a bilateral transaction.   
 
  (v) All payments and related charges associated with such a bilateral contract 
shall be arranged between the parties to such bilateral contract and shall not be billed or settled 
by PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 
Members will not assume financial responsibility for the failure of a party to perform obligations 
owed to the other party under such a bilateral contract reported to the Office of the 
Interconnection under this Schedule.   
 
  (vi) All claims regarding a default of a buyer to a seller under such a bilateral 
contract shall be resolved solely between the buyer and the seller.   
 
 (e) Network Service Users and Firm Transmission Customers that take service that 
sinks, sources in, or is transmitted through new PJM zones, at their election, may receive a direct 
allocation of Financial Transmission Rights instead of an allocation of Auction Revenue Rights.  
Network Service Users and Firm Transmission Customers may make this election for the 
succeeding two annual FTR auctions after the integration of the new zone into the PJM 
Interchange Energy Market.  Such election shall be made prior to the commencement of each 
annual FTR auction.   For purposes of this election, the Allegheny Power Zone shall be 
considered a new zone with respect to the annual Financial Transmission Right auction in 2003 
and 2004.  Network Service Users and Firm Transmission Customers in new PJM zones that 
elect not to receive direct allocations of Financial Transmission Rights shall receive allocations 
of Auction Revenue Rights.  During the annual allocation process, the Financial Transmission 
Right allocation for new PJM zones shall be performed simultaneously with the Auction 
Revenue Rights allocations in existing and new PJM zones.  Prior to the effective date of the 
initial allocation of FTRs in a new PJM Zone, PJM shall file with FERC, under section 205 of 
the Federal Power Act, the FTRs and ARRs allocated in accordance with sections 5 and 7 of this 
Schedule 1. 
 
 (f) For Network Service Users and Firm Transmission Customers that take service 
that sinks in, sources in, or is transmitted through new PJM zones, that elect to receive direct 
allocations of Financial Transmission Rights, Financial Transmission Rights shall be allocated 
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using the same allocation methodology as is specified for the allocation of Auction Revenue 
Rights in Section 7.4.2 and in accordance with the following:   
 
  (i) Subject to subsection (ii) of this section, all Financial Transmission Rights 
must be simultaneously feasible. If all Financial Transmission Right requests made when 
Financial Transmission Rights are allocated for the new zone are not feasible then Financial 
Transmission Rights are prorated and allocated in proportion to the MW level requested and in 
inverse proportion to the effect on the binding constraints. 
 
  (ii) If any Financial Transmission Right requests that are equal to or less than 
a Network Service User’s Zonal Base Load for the Zone or fifty percent of its transmission 
responsibility for Non-Zone Network Load, or fifty percent of megawatts of firm service 
between the receipt and delivery points of Firm Transmission Customers, are not feasible in the 
annual allocation and auction processes due to system conditions, then PJM shall increase the 
capability limits of the binding constraints that would have rendered the Financial Transmission 
Rights infeasible to the extent necessary in order to allocate such Financial Transmission Rights 
without their being infeasible for all rounds of the annual allocation and auction processes, 
provided that this subsection (ii) shall not apply if the infeasibility is caused by extraordinary 
circumstances.  Additionally, such increased limits shall be included in subsequent modeling 
during the Planning Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights auctions; unless and 
to the extent those system conditions that contributed to infeasibility in the annual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are returned to service during the Planning Year.  In these 
cases, any increase in the capability limits taken under this subsection (ii) during the annual 
process will be removed from subsequent modeling to support any incremental allocations of 
Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 
Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 
feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 
limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
 
For the purposes of this subsection (ii), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause of the infeasibility of such Financial 
Transmission Rights.  Extraordinary circumstances do not include those system conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement.  If PJM allocates Financial Transmission Rights as a result of this 
subsection (ii) that would not otherwise have been feasible, then PJM shall notify Members and 
post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Financial Transmission Rights and (b) any increases in capability limits used to allocate such 
Financial Transmission Rights. 
 
  (iii) In the event that Network Load changes from one Network Service User 
to another after an initial or annual allocation of Financial Transmission Rights in a new zone, 
Financial Transmission Rights will be reassigned on a proportional basis from the Network 
Service User losing the load to the Network Service User that is gaining the Network Load. 
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 (g) At least one month prior to the integration of a new zone into the PJM 
Interchange Energy Market, Network Service Users and Firm Transmission Customers that take 
service that sinks in, sources in, or is transmitted through the new zone, shall receive an initial 
allocation of Financial Transmission Rights that will be in effect from the date of the integration 
of the new zone until the next annual allocation of Financial Transmission Rights and Auction 
Revenue Rights.  Such allocation of Financial Transmission Rights shall be made in accordance 
with Section 5.2.2(f) of this Schedule. 
 
 (h) Reserved. 
   
5.2.3 Target Allocation of Transmission Congestion Credits.   
 
A Target Allocation of Transmission Congestion Credits for each FTR Holder shall be 
determined for each Financial Transmission Right.  Each Financial Transmission Right shall be 
multiplied by the Day-ahead Congestion Price differences for the receipt and delivery points 
associated with the Financial Transmission Right, calculated as the Day-ahead Congestion Price 
at the delivery point(s) minus the Day-ahead Congestion Price at the receipt point(s).  For the 
purposes of calculating Transmission Congestion Credits, the Day-ahead Congestion Price of a 
Zone is calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the 
Zone multiplied by the percent of annual peak load assigned to each node in the Zone.   
Commencing with the 2015/2016 Planning Period, for the purposes of calculating Transmission 
Congestion Credits, the Day-ahead Congestion Price of a Residual Metered Load aggregate is 
calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the Residual 
Metered Load aggregate multiplied by the percent of the annual peak residual load assigned to 
each bus that comprises the Residual Metered Load aggregate.  When the FTR Target Allocation 
is positive, the FTR Target Allocation is a credit to the FTR Holder.  When the FTR Target 
Allocation is negative, the FTR Target Allocation is a debit to the FTR Holder if the FTR is a 
Financial Transmission Right Obligation.  When the FTR Target Allocation is negative, the FTR 
Target Allocation is set to zero if the FTR is a Financial Transmission Right Option.  The total 
Target Allocation for Network Service Users and Transmission Customers for each hour shall be 
the sum of the Target Allocations associated with all of the Network Service Users’ or 
Transmission Customers’ Financial Transmission Rights. 
 
5.2.4 [Reserved.] 
 
5.2.5 Calculation of Transmission Congestion Credits. 
 
 (a) The total of all the positive Target Allocations determined as specified above shall 
be compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy Market.  If the total of the Target 
Allocations is less than or equal to the total of the Transmission Congestion Charges, the 
Transmission Congestion Credit for each entity holding an FTR shall be equal to its Target 
Allocation.  All remaining Transmission Congestion Charges shall be distributed as described 
below in Section 5.2.6 “Distribution of Excess Congestion Charges.” 
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 (b) If the total of the Target Allocations is greater than the total Transmission 
Congestion Charges for the hour resulting from both the Day-ahead Energy Market and the Real-
time Energy Market, each FTR Holder shall be assigned a share of the total Transmission 
Congestion Charges in proportion to its Target Allocations for Financial Transmission Rights 
which have a positive Target Allocation value.  Financial Transmission Rights which have a 
negative Target Allocation value are assigned the full Target Allocation value as a negative 
Transmission Congestion Credit.   
 
 (c) At the end of a Planning Period if all FTR Holders did not receive Transmission 
Congestion Credits equal to their Target Allocations, the Office of the Interconnection shall 
assess a charge equal to the difference between the Transmission Congestion Credit Target 
Allocations for all revenue deficient FTRs and the actual Transmission Congestion Credits 
allocated to those FTR Holders.  A charge assessed pursuant to this section shall also include any 
aggregate charge assessed pursuant to section 7.4.4(c)  of Schedule 1 of this Agreement and shall 
be allocated to all FTR Holders on a pro-rata basis according to the total Target Allocations for 
all FTRs held at any time during the relevant Planning Period.  The charge shall be calculated 
and allocated in accordance with the following methodology: 
 
  1. The Office of the Interconnection shall calculate the total amount of uplift 
required as {[sum of the total monthly deficiencies in FTR Target Allocations for the Planning 
Period + the sum of the ARR Target Allocation deficiencies determined pursuant to section 
7.4.4(c) of Schedule 1 of this Agreement] – [sum of the total monthly excess ARR revenues and 
congestion charges for the Planning Period]}. 
 
  2. For each Market Participant that held an FTR during the Planning Period, the 
Office of the Interconnection shall calculate the total Target Allocation associated with all FTRs 
held by the Market Participant during the Planning Period, provided that, the foregoing 
notwithstanding, if the total Target Allocation for an individual Market Participant calculated 
pursuant to this section is negative the Office of Interconnection shall set the value to zero. 
 
  3. The Office of the Interconnection shall then allocate an uplift charge to each 
Market Participant that held an FTR at any time during the Planning Period in accordance with 
the following formula:  {[total uplift] * [total Target Allocation for all FTRs held by the Market 
Participant at any time during the Planning Period] / [total Target Allocations for all FTRs held 
by all PJM Market Participants at any time during the Planning Period]}. 
 
5.2.6 Distribution of Excess Congestion Charges. 
 
 (a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each FTR Holder in proportion to, but not more than, any deficiency in the share of 
Transmission Congestion Charges received by the FTR Holder during that month as compared to 
its total Target Allocations for the month. 
 
 (b) After the excess Transmission Congestion Charge distribution described in 
Section 5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end 
of a month shall be distributed to each FTR Holder in proportion to, but not more than, any 
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deficiency in the share of Transmission Congestion Charges received by the FTR Holder during 
the current Planning Period, including previously distributed excess Transmission Congestion 
Charges, as compared to its total Target Allocation for the Planning Period. 
 
 (c) Any excess Transmission Congestion Charges remaining at the end of a Planning 
Period shall be distributed to each holder of Auction Revenue Rights in proportion to, but not 
more than, any Auction Revenue Right deficiencies for that Planning Period.   
 
  (d) Any excess Transmission Congestion Charges remaining after a distribution 
pursuant to subsection (c) of this section shall be distributed to all FTR Holders on a pro-rata 
basis according to the total Target Allocations for all FTRs held at any time during the relevant 
Planning Period.  Any allocation pursuant to this subsection (d) shall be conducted in accordance 
with the following methodology: 
 
  1. For each Market Participant that held an FTR during the Planning Period, the 
Office of the Interconnection shall calculate the total Target Allocation associated with all FTRs 
held by the Market Participant during the Planning Period, provided that, the foregoing 
notwithstanding, if the total Target Allocation for an individual Market Participant calculated 
pursuant to this section is negative the Office of the Interconnection shall set the value to zero. 
 
  2. The Office of the Interconnection shall then allocate an excess Transmission 
Congestion Charge credit to each Market Participant that held an FTR at any time during the 
Planning Period in accordance with the following formula:  {[total excess Transmission 
Congestion Charges remaining after distributions pursuant to subsection (a)-(c) of this section] * 
[total Target Allocation for all FTRs held by the Market Participant at any time during the 
Planning Period] / [total Target Allocations for all FTRs held by all PJM Market Participants at 
any time during the Planning Period]}. 
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5.3 Unscheduled Transmission Service (Loop Flow). 
 
 (a) When there are agreements between the LLC and others for compensation to be 
paid or received for unscheduled transmission service (loop flow) into or out of the PJM Region, 
the net compensation received shall be included in the total Transmission Congestion Charges 
that are distributed in accordance with Section 5.2. 
 
 (b) With respect to payments by the Office of the Interconnection to the New York 
Independent System OperatorPower Pool for the installation and operation of phase angle 
regulating facilities at Ramapo to control or limit unscheduled transmission service (loop flow), 
each of the following Transmission Owner with revenue requirements under the PJM Tariff shall 
pay a share of the charges on a transmission revenue requirements ratio share basis:  Allegheny 
Electric Cooperative, Inc., Atlantic City Electric Company, Baltimore Gas and Electric 
Company, Delmarva Power & Light Company, Jersey Central Power & Light Company, Mid-
Atlantic Interstate Transmission, LLC (but only with respect to transmission revenue 
requirements associated with the Metropolitan Edison Company Zone), PECO Energy Company, 
Pennsylvania Power & Light Company, Potomac Electric Power Company, Public Service 
Electric and Gas Company, Rockland Electric Company, and UGI Utilities, Inc. 
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6.4 Offer Price Caps. 
 
6.4.1 Applicability. 
 
 (a) If, at any time, it is determined by the Office of the Interconnection in accordance 
with Sections 1.10.8 or 6.1 of this Schedule that any generation resource may be dispatched out 
of economic merit order to maintain system reliability as a result of limits on transmission 
capability, the offer prices for energy from such resource shall be capped at the levels specified 
below.  If the Office of the Interconnection is able to do so, such offer prices shall be capped 
only during each hour when the transmission limit affects the schedule of the affected resource, 
and otherwise shall be capped for the entire Operating Day.  The energy offer prices as capped 
shall be used to determine any Locational Marginal Price affected by the offer price of such 
resource and as further limited as described in Sections 2.2 and 2.4 of this Schedule. 
 
 (b) The energy offer price by any generation resource requested to be dispatched in 
accordance with Section 6.3 of this Schedule shall be capped at the levels specified below.  If the 
Office of the Interconnection is able to do so, such offer prices shall be capped only during each 
hour when the affected resource is so scheduled, and otherwise shall be capped for the entire 
Operating Day.  The energy offer prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 
 
 (c) Generation resources subject to an offer price cap shall be paid for energy at the 
applicable Locational Marginal Price. 
 
 (d) [Reserved for Future Use] 
 
 (e) Offer price caps under section 6.4 of this Schedule shall be suspended for a 
generation resource with respect to transmission limit(s) for any hour in which (1) there are not 
three or fewer generation suppliers available for redispatch under subsection (a) that are jointly 
pivotal with respect to such transmission limit(s), and (2) the generation resource’s owner, when 
combined with the two largest other generation suppliers, is not pivotal (“three pivotal supplier 
test”).   
 
 (f) For the purposes of conducting the three pivotal supplier test in subsection (e), the 
following applies: 
 
  (i) All megawatts of available incremental supply for which the power 
distribution factor (“dfax”) has an absolute value equal to or greater than the dfax used by the 
Office of the Interconnection’s system operators when evaluating the impact of generation with 
respect to the constraint (“effective megawatts”) will be included in the available supply analysis 
at costs equal to the cost-based offers of the available incremental supply adjusted for dfax 
(“effective costs”).  The Office of the Interconnection will post on the PJM website the dfax 
value used by operators with respect to a constraint when it varies from three percent. 
 
  (ii) The three pivotal supplier test will include in the definition of the relevant 
market incremental supply up to and including all such supply available at an effective cost equal 
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to 150% of the cost-based clearing price calculated using effective costs and effective megawatts 
and the need for megawatts to solve the constraint. 
 
  (iii) Offer price caps will apply on a generation supplier basis (i.e. not a 
generating unit by generating unit basis) and only the generation suppliers that fail the three 
pivotal supplier test will have their units that are dispatched with respect to the constraint offer 
capped.  A generation supplier for the purposes of this section includes corporate affiliates. 
Supply controlled by a generation supplier or its affiliates by contract with unaffiliated third 
parties or otherwise will be included as supply of that generation supplier; supply owned by a 
generation supplier but controlled by an unaffiliated third party by contract or otherwise will be 
included as supply of that third party.  A generation supplier’s units are offer capped if, when 
combined with the two largest other generation suppliers, the generation supplier is pivotal. 
 
  (iv) In the Day-ahead Energy Market, the Office of the Interconnection shall 
include price sensitive demand, Increment Offers and Decrement Bids as demand or supply, as 
applicable, in the relevant market. 
 
6.4.2 Level. 
 
 (a) The offer price cap shall be one of the amounts specified below, as specified in 
advance by the Market Seller for the affected unit: 
 
  (i) The weighted average Locational Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified number of hours during 
which the resource was dispatched for energy in economic merit order, the specified number of 
hours to be determined by the Office of the Interconnection and to be a number of hours 
sufficient to result in an offer price cap that reflects reasonably contemporaneous competitive 
market conditions for that unit; 
 
  (ii) For offers of $2,000/MWh or less, the incremental operating cost of the 
generation resource as determined in accordance with Schedule 2 of the Operating Agreement 
and the PJM Manuals (“incremental cost”), plus up to 10% of such costs, the sum of which shall 
not exceed $2,000/MWh; and, for offers greater than $2,000/MWh, the incremental cost of the 
generation resource;  
 
  (iii) For units that are frequently offer capped (“Frequently Mitigated Unit” or 
“FMU”), and for which the unit’s price market-based offer was greater than its cost based offer, 
the following shall apply: 
 

(a) For units that are offer capped for 60% or more of their run hours, 
but less than 70% of their run hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10% or (ii) incremental cost plus $20 per 
megawatt-hour; 
 
(b) For units that are offer capped for 70% or more of their run hours, 
but less than 80% of their run hours, the offer price cap will be the greater 
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of either  (i) incremental cost plus 10%, or (ii) incremental cost plus $30 
per megawatt-hour; 
 
(c) For units that are offer capped for 80% or more of their run hours, 
the offer price cap will be the greater of either (i) incremental costs plus 
10%; or (ii) incremental cost plus $40 per megawatt-hour. 

 
  (b) For purposes of section 6.4.2(a)(iii), a generating unit shall qualify for the 
specified offer cap upon issuance of written notice from the Market Monitoring Unit, pursuant to 
Section II.A of the Attachment M-Appendix, that it is a “Frequently Mitigated Unit” because it 
meets all of the following criteria: 
 

(i) The unit was offer capped for the applicable percentage of its run hours, 
determined on a rolling 12-month basis, effective with a one month lag.  

 
(ii) The unit’s Projected PJM Market Revenues plus the unit’s PJM capacity 

market revenues on a rolling 12-month basis, divided by the unit’s MW of 
installed capacity (in $/MW-year) are less than its accepted unit specific 
Avoidable Cost Rate (in $/MW-year) (excluding APIR and ARPIR), or its 
default Avoidable Cost Rate (in $/MW-year) if no unit-specific Avoidable 
Cost Rate is accepted for the BRAs for the Delivery Years included in the 
rolling 12-month period, determined pursuant to Sections 6.7 and 6.8 of 
Attachment DD of the Tariff. (The relevant Avoidable Cost Rate is the 
weighted average of the Avoidable Cost Rates for each Delivery Year 
included in the rolling 12-month period, weighted by month.) 

 
(iii) No portion of the unit is included in a FRR Capacity Plan or receiving 

compensation under Part V of the Tariff. 
 
(iv) The unit is internal to the PJM Region and subject only to PJM dispatch. 

 
 (c)  Any generating unit, without regard to ownership, located at the same site as a 
Frequently Mitigated Unit qualifying under Sections 6.4.2(a)(iii) shall become an “Associated 
Unit” upon issuance of written notice from the Market Monitoring Unit pursuant to Section II.A 
of Attachment M-Appendix, that it meets all of the following criteria: 

 
1. The unit has the identical electric impact on the transmission system as the 

FMU; 
 
2. The unit (i) belongs to the same design class (where a design class 

includes generation that is the same size and utilizes the same technology, 
without regard to manufacturer) and uses the identical primary fuel as the 
FMU or (ii) is regularly dispatched by PJM as a substitute for the FMU 
based on differences in cost that result from the currently applicable FMU 
adder; 
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3. The unit (i) has an average daily cost-based offer, as measured over the 
preceding 12-month period, that is less than or equal to the FMU’s 
average daily cost-based offer adjusted to include the currently applicable 
FMU adder or (ii) is regularly dispatched by PJM as a substitute for the 
FMU based on differences in cost that result from the currently applicable 
FMU adder. 

 
 The offer cap for an associated unit shall be equal to the incremental operating cost of 
such unit, as determined in accordance with Schedule 2 of the Operating Agreement and the PJM 
Manuals, plus the applicable percentage adder or dollar per megawatt-hour adder as specified in 
Section 6.4.2(a)(iii)(a), (b), or (c) for the unit with which it is associated. 
 
 (d) Market Participants shall have exclusive responsibility for preparing and 
submitting their offers on the basis of accurate information and in compliance with the FERC 
Market Rules, inclusive of the level of any applicable offer cap, and in no event shall PJM be 
held liable for the consequences of or make any retroactive adjustment to any clearing price on 
the basis of any offer submitted on the basis of inaccurate or non-compliant information. 
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6.6 Minimum Generator Operating Parameters – Parameter Limited Schedules. 
 
 (a) Market Sellers submitting Offer Data for Generation Capacity Resources shall 
submit and be subject to pre-determined limits on cost-based offers, which are always parameter 
limited.   Market Sellers submitting Offer Data for Generation Capacity Resources shall submit 
and be subject to pre-determined limits on market-based offers conforming to parameter 
limitations (“parameter limited schedules”) under the following circumstances: 
 
  (i) The Market Seller fails the three pivotal supplier test.  When this 
subsection applies, the parameter limited schedule shall be the less limiting, i.e. more flexible, of 
the defined parameter limited schedules or the submitted offer parameters. 
 
  (ii) For the 2014/2015 through 2017/2018 Delivery Years, the Office of the 
Interconnection: (i) declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert; or (iii) schedules units based on the anticipation of a Maximum 
Generation Emergency or a Maximum Generation Emergency Alert for all, or any part, of an 
Operating Day. 
 

(iii) For Capacity Performance Resources, the Office of the Interconnection: (i) 
declares a Maximum Generation Emergency; (ii) issues a Maximum Generation Emergency 
Alert, Hot Weather Alert, Cold Weather Alert; or (iii) schedules units based on the anticipation 
of a Maximum Generation Emergency, Maximum Generation Emergency Alert, Hot Weather 
Alert or Cold Weather Alert for all, or any part, of an Operating Day. 
 
  (iv) For Base Capacity Resources, the Office of the Interconnection: (i) 
declares a Maximum Generation Emergency during hot weather operations; (ii) issues a 
Maximum Generation Emergency Alert or Hot Weather Alert during hot weather operations; or 
(iii) schedules units based on the anticipation of a Hot Weather Alert, or a Maximum Generation 
Emergency or Maximum Generation Emergency Alert during hot weather operations, for all, or 
any part, of an Operating Day. 
 
 (b) For the 2014/2015 through 2017/2018 Delivery Years for Generation Capacity 
Resources other than Capacity Performance Resources, and the 2016/2017 through 2019/2020 
Delivery Years for Generation Capacity Resources identified and committed in an FRR Capacity 
Plan, parameter limited schedules shall be defined for the following parameters: 
 

(i)  Turn Down Ratio; 
 
(ii)  Minimum Down Time; 
 
(iii)  Minimum Run Time; 
 
(iv)  Maximum Daily Starts; 
 
(v) Maximum Weekly Starts. 
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For the 2018/2019 and 2019/2020 Delivery Years for Base Capacity Resources during Hot 
Weather Alerts, Emergency Actions during hot weather operations, and when the unit is offer 
capped to maintain system reliability as a result of limits on transmission capability per Section 
6.4 hereof, and for the 2016/2017 Delivery Year and subsequent Delivery Years for Capacity 
Performance Resources during Hot Weather Alerts, Cold Weather Alerts, Emergency Actions, 
and when the unit is offer capped to maintain system reliability as a result of limits on 
transmission capability per Section 6.4 hereof, the Office of the Interconnection shall determine 
the unit-specific achievable operating parameters for each individual unit on the basis of its 
operating design characteristics and other constraints, recognizing that remedial and ongoing 
investment and maintenance may be required to perform on the basis of those characteristics, for 
the following parameters: 
 
  (i) Turn Down Ratio; 
 
  (ii) Minimum Down Time; 
 
  (iii) Minimum Run Time; 
 
  (iv) Maximum Daily Starts; 
 
  (v) Maximum Weekly Starts; 
 
  (vi) Maximum Run Time; 
 
  (vii) Start-up Time; and 
 
  (viii) Notification Time. 
 
These unit-specific values shall apply for the generating unit unless it is operating pursuant to an 
exception from those values under subsection (h) hereof due to operational limitations that 
prevent the unit from meeting the minimum parameters. Throughout the analysis process, the 
Office of the Interconnection shall consult with the Market Monitoring Unit, and consider any 
input received from the Market Monitoring Unit, in its determination of a unit’s unit-specific 
parameter limited schedule values. 
 
In order to make its determination of the unit-specific parameter limited schedule values for a 
unit, the Office of the Interconnection may request that the Capacity Market Seller provide to it 
and the Market Monitoring Unit certain data and documentation as further detailed in the PJM 
Manuals. Once the Office of the Interconnection has made a determination of the unit-specific 
parameter limited schedule values for a unit, those values will remain applicable to the unit until 
such time as the Office of the Interconnection determines that a change is needed based on 
changed operational capabilities of the unit. 
 
A Capacity Market Seller that does not believe its generating unit can meet the unit-specific 
values determined by the Office of the Interconnection due to actual operating constraints, and 
who desires to establish adjusted unit-specific parameters for those units may request adjusted 
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unit-specific parameter limitations. Any such request must be submitted to the Office of the 
Interconnection by no later than the February 28 immediately preceding the first Delivery Year 
for which the adjusted unit-specific parameters are requested to commence.  Capacity Market 
Sellers shall supply, for each generating unit, technical information about the operational limits 
to support the requested parameters, as further detailed in the PJM Manuals.  The Office of the 
Interconnection shall consult with the Market Monitoring Unit, and consider any input received 
from the Market Monitoring Unit, in its determination of a unit’s request for adjusted unit-
specific parameter limited schedule values.  After it has completed its evaluation of the request, 
the Office of the Interconnection shall notify the Capacity Market Seller in writing, with a copy 
to the Market Monitoring Unit, whether the request is approved or denied, by no later than April 
15. The effective date of the request, if approved by the Office of the Interconnection, shall be no 
earlier than June 1.   
 
The operational limitations referenced in this section 6.6 shall be (a) physical operational 
limitations based on the operating design characteristics of the unit, or (b) other actual physical 
constraints, including those based on contractual limits, that are not based on the characteristics 
of the unit.  In order for a contractual or other actual constraint to be deemed a physical 
constraint that can be reflected in its unit-specific parameter limits for a Generation Capacity 
Resource, the Capacity Market Seller must demonstrate that contractual or other actual 
constraint is not simply an economic decision but a physical restriction that could not be 
rectified among any commercial alternatives actually available to it. 
 
 (c) For the 2014/2015 through 2017/2018 Delivery Years, the following table 
specifies default parameter limited schedule values, by technology type, for generating units, no 
portion of which is committed as a Capacity Performance Resource: 
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Parameter Limited Schedule Matrix 

Parameter Minimum 
Down 
Time (Hrs) 

Minimum 
Run Time 
(Hrs) 

Maximum 
Daily Starts 

Maximum 
Weekly Starts 

Turn Down 
Ratio = 
Economic 
Maximum 
MW / 
Economic 
Minimum MW 

Small Frame CT and 
Aero CT Units - Up 
to 29 MW ICAP  

2.0 or Less  2.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium Frame CT 
and Aero CT Units - 
30 MW to 65 MW 
ICAP  

2.0 or Less  3.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium-Large Frame 
CT Units - 65 MW to 
135 MW ICAP  

3.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Large Frame CT 
Units - 135 MW to 
180 MW ICAP  

4.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Combined Cycle 
Units  

4.0 or Less  6.0 or Less  2 or More  11 or More  1.5 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Pre-1985  

7.0 or Less  8.0 or Less  1 or More  7 or More  3.0 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Post-1985  

3.5 or Less  5.5 or Less  2 or More  11 or More  2.0 or More  

      
Sub-Critical Coal 
Units  

9.0 or Less  15.0 or Less  1 or More  5 or More  2.0 or More  

      
Super-Critical Coal 
Units  

84.0  24.0 or Less  1 or More  2 or More  1.5 or More  

 
 (d) For the 2014/2015 through 2017/2018 Delivery Years, upon receipt of proposed 
revised parameter limited schedule values from the Market Monitoring Unit, prepared in 
accordance with the procedures for periodic review included in section II.B.1 of Attachment M - 
Appendix, the Office of the Interconnection shall file to revise the Parameter Limited Schedule 
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Matrix in section 6.6(c) above accordingly. In the event that the Office of the Interconnection 
disagrees with the values proposed for revising the matrix, the Office of the Interconnection shall 
file the values that it determines are appropriate. 
 
 (e) For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring 
Unit shall calculate and provide to Market Sellers default values in accordance with section II.B 
of Attachment M - Appendix. The default values set forth in the table in subsection (c) above 
shall apply for the referenced technology types unless a generating unit is operating pursuant to 
an exception from the default values under subsection (h) due to physical operational limitations 
that prevent the unit from meeting the minimum parameters, or any megawatts of the unit are 
committed as a Capacity Performance Resource in which case the unit-specific or adjusted unit-
specific values for the generating unit determined by the Office of the Interconnection shall 
apply to all megawatts of the generating unit offered into the PJM energy markets.  For 
generating units having the ability to operate on multiple fuels, Market Sellers may submit a 
parameter limited schedule associated with each fuel type.    
 

(f) For the 2016/2017 Delivery Year and subsequent Delivery Years, the following 
additional parameter limits shall apply for Capacity Performance Resources, other than Capacity 
Storage Resources, submitted in the Day-ahead Energy Market or rebidding period that occurs 
after the clearing of the Day-ahead Energy Market for the following Operating Day, and for the 
Real-time Energy Market for the same Operating Day, unless the Capacity Market Seller has 
requested for its Capacity Performance Resource, and the Office of the Interconnection has 
granted, an adjusted unit-specific start-up and/or notification time due to actual operating 
constraints pursuant to the process described in subsection (b) above: 
 

(i) The combined start-up and notification times shall not exceed 24 hours, 
except when a Hot Weather Alert or Cold Weather Alert has been issued; 

 
(ii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

combined start-up and notification times shall not exceed 14 hours;  
 
(iii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

notification time shall not exceed one hour; and, 
 
(iv) When a Hot Weather Alert or Cold Weather Alert has been issued, 

parameters shall be based on the actual operational limitations of the 
Capacity Performance Resource for both its market-based schedules and 
cost-based schedules. 

 
Capacity Storage Resources that clear in a Reliability Pricing Model Auction shall, unless the 
Capacity Market Seller has requested for its Capacity Storage Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and notification time, and/or 
minimum down time, due to actual operating constraints pursuant to the process described in 
subsection (b) above: 
 

(i) Have combined start-up and notification times that shall not exceed one 
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hour; and, 
 
(ii) Have a minimum down time that shall not exceed one hour. 

 
(g) For the 2018/2019 and 2019/2020 Delivery Years, the following additional 

parameter limits for Base Capacity Resources submitted in the Day-ahead Energy Market or 
rebidding period that occurs after the clearing of the Day-ahead Energy Market for the following 
Operating Day, and for the Real-time Energy Market for the same Operating Day, unless the 
Capacity Market Seller has requested for its Base Capacity Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and/or notification time due to 
actual operating constraints pursuant to the process described in subsection (b) above: 
 

(i) Combined start-up and notification times shall not exceed 48 hours;  
 
(ii) When a Hot Weather Alert has been issued, notification time shall not 

exceed one hour; and, 
 
(iii) When a Hot Weather Alert has been issued, parameters shall be based on 

the actual operational limitations of the Base Capacity Resource for both 
its market-based schedules and cost-based schedules. 

 
(h) If a generating unit is or will become unable to achieve the default or unit-specific 

values determined by the Office of the Interconnection due to actual operating constraints 
affecting the unit, the Capacity Market Seller of that unit may submit a written request for an 
exception to the application of those values.  Exceptions to the parameter limited schedule 
default or unit-specific values shall be categorized as either a one-time temporary exception, 
lasting 30 days or less; a period exception, lasting at least 31 days and no more than one year; or 
a persistent exception, lasting for at least one year.   
 

(i) Temporary Exceptions.  A temporary exception shall be deemed accepted 
without prior review by the Market Monitoring Unit or the Office of the 
Interconnection upon submission by the Market Seller of the generating unit of 
written notification to the Market Monitoring Unit and the Office of the 
Interconnection, at least one Bbusiness Dday prior to the commencement of the 
exception, and shall automatically commence and terminate on the dates specified 
in such notification, which must be for a period of time lasting 30 days or less, 
unless the termination date is extended pending a request for a period exception or 
shortened due to a change in the physical conditions of the unit such that the 
temporary exception is no longer required. Such Market Seller shall provide to the 
Market Monitoring Unit and the Office of the Interconnection within three days 
following the commencement of the temporary exception its documentation 
explaining in detail the reasons for the temporary exception, and shall also 
respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection within three Bbusiness Ddays after such 
request.  Failure to provide a timely response to such request for additional 
information shall cause the temporary exception to terminate the following day. 
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The Market Seller shall notify the Office of the Interconnection and the Market 
Monitoring Unit in writing of an early termination of a temporary exception due 
to changed physical conditions by no later than one Bbusiness Dday prior to the 
early termination date.   A temporary exception may only be requested one-time 
for the same physical or actual constraint since an operational constraint that may 
occur more than once should be the subject of a period exception request rather 
than multiple temporary exception requests. 

 
In addition, if a Market Seller is unaware of the need for a period exception prior 
to the February 28 deadline for submitting such requests, the Market Seller may 
utilize the temporary exception process and seek to modify that exception 
pursuant to the process described below. 
. 
 
Modification of Temporary Exceptions. If, prior to the scheduled termination date 
the Market Seller determines that the temporary exception must persist for more 
than 30 days and the Market Seller wants to extend the period for which the 
exception applies, or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the February 28 deadline for submitting such requests 
and the Market Seller has submitted a temporary exception request, it must submit 
to the Market Monitoring Unit and the Office of the Interconnection a written 
request to modify the temporary exception to become a period exception or a 
persistent exception, and provide detailed documentation explaining the reasons 
for the requested modification of the temporary exception.  Market Sellers shall 
supply for each generating unit the required historical unit operating data in 
support of the period or persistent exception request, and if the exception 
requested is based on new physical operating limits for the unit for which some or 
all historical operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the unit to support 
the requested parameters.  Such Market Seller shall respond to additional requests 
for information from the Market Monitoring Unit and the Office of the 
Interconnection within three Bbusiness Ddays after such request.  Such request 
shall be reviewed by the Market Monitoring Unit and must be evaluated by the 
Office of the Interconnection using the same standard utilized to evaluate period 
exception and persistent exception requests.  Per Section II.B of Attachment M-
Appendix, the Market Monitoring Unit shall evaluate the modification request 
and provide its determination of whether the request raises market power 
concerns, and, if so, any modifications that would alleviate those concerns, to the 
Market Seller, with a copy to Office of the Interconnection, by no later than 15 
Bbusiness Ddays from the date of the modification request.  The Office of the 
Interconnection shall provide its determination whether the request complies with 
the Tariff and Manuals by no later than 20 Bbusiness Ddays from the date of the 
modification request. A temporary exception shall be extended and shall not 
terminate until the date on which the Office of the Interconnection issues its 
determination of the modification request.  

 



 

Page 315 

(ii) Period Exceptions and Persistent Exceptions. Market Sellers must submit 
period exception and persistent exception requests to the Market Monitoring Unit 
and the Office of the Interconnection by no later than the February 28 
immediately preceding the twelve month period from June 1 to May 31 during 
which the exception is requested to commence.  Market Sellers shall supply for 
each generating unit the required historical unit operating data in support of the 
period exception or persistent exception request, and if the exception requested is 
based on new physical operational limits for the unit for which some or all 
historical operating data is unavailable, the generating unit may also submit 
technical information about the physical operational limits for exceptions of the 
unit to support the requested parameters.  The Market Monitoring Unit shall 
evaluate such request in accordance with the process set forth in Section II.B of 
Attachment M - Appendix.  A Market Seller (i) must submit a parameter limited 
schedule value consistent with an agreement with the Market Monitoring Unit 
under such process or (ii) if it has not agreed with the Market Monitoring Unit on 
the parameter limited schedule value, may submit its own value to the Office of 
the Interconnection and to the Market Monitoring Unit, by no later than April 8.  
Each exception request must indicate the expected duration of the requested 
exception including the termination date thereof.  The proposed parameter limited 
schedule value submitted by the Market Seller is subject to approval of the Office 
of the Interconnection pursuant to the requirements of the Tariff and the PJM 
Manuals.  The Office of the Interconnection may engage the services of a 
consultant with technical expertise to evaluate the exception request.  After it has 
completed its evaluation of the exception request, the Office of the 
Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, whether the exception request is approved or denied, by 
no later than April 15. The effective date of the exception, if approved by the 
Office of the Interconnection, shall be no earlier than June 1 of the applicable 
Delivery Year.  The Office of the Interconnection’s determination for an 
exception shall continue for the period requested and, if requested, for such longer 
period as the Office of the Interconnection may determine is supported by the 
data.   

 
The Market Seller shall provide written notification to the Market Monitoring 
Unit and the Office of the Interconnection of a material change to the facts relied 
upon by the Market Monitoring Unit and/or the Office of the Interconnection in 
their evaluations of the Market Seller’s request for a period or persistent 
exception.  The Market Monitoring Unit shall provide written notification to the 
Office of the Interconnection and the Market Seller of any change to its 
determination regarding the exception request, based on the material change in 
facts, by no later than 15 Bbusiness Ddays after receipt of such notice. The Office 
of the Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, of any change to its determination regarding the 
exception request, based on the material change in facts, by no later than 20 
Bbusiness Ddays after receipt of the Market Seller’s notice. If the Office of the 
Interconnection determines that the exception no longer complies with the Tariff 
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or Manuals, the following parameter values shall apply to all megawatts of the 
generating unit offered into the PJM energy markets: 
 

(1) for generating units for which no megawatts of the unit are commited as Capacity 
Performance Resources the default values specified in the Parameter Limited Schedule Matrix 
shall apply for the 2016/2017 through 2017/2018 Delivery years,  

 
(2) for generating units for which any megawatts of the unit are committed as a Base 
Capacity Resource and no megawatts are committed as a Capacity Performance Resource, and 
for which no adjusted unit-specific values have been approved by PJM, the Base Capacity 
Resource unit-specific values determined by PJM shall apply for the 2018/2019 and 2019/2020 
Delivery Years, 

 
(3) for generating units for which any megawatts of the unit are committed as a Capacity 
Performance Resource, but for which no adjusted unit-specific values have been approved by 
PJM, the Capacity Performance Resource unit-specific values determined by PJM shall apply for 
the 2016/2017 Delivery Year and subsequent Delivery Years,  

 
(4) for generating units for which any megawatts of the unit are committed as a Base 
Capacity Resource and no megawatts are committed as a Capacity Performance Resource, and 
for which adjusted unit-specific values have been approved by PJM, the Base Capacity Resource 
adjusted unit-specific values shall apply for the 2018/2019 and 2019/2020 Delivery Years, and  

 
(5) for generating units for which any megawatts of the unit are committed as a Capacity 
Performance Resource and for which adjusted unit-specific values have been approved by PJM, 
the Capacity Performance Resource adjusted unit-specific values shall apply for the 2016/2017 
Delivery Year and subsequent Delivery Years.   
 

(i) Notwithstanding the foregoing, the provisions of this Section 6.6 shall only 
pertain to the Offer Data a Market Seller must submit to the Office of the Interconnection for its 
offers into the Day-ahead Energy Market, rebidding period that occurs after the clearing of the 
Day-ahead Energy Market and Real-time Energy Market, and do not affect or change in any way 
a Generation Owner’s obligation under NERC Reliability Standards to notify the Office of the 
Interconnection of its actual or expected actual physical operating conditions during the 
Operating Day. 

 
(j) Notwithstanding anything contrary herein, the unit-specific parameters, adjusted unit-
specific parameters or exception to parameter limited schedule values determined by the Office 
of the Interconnection for a generating unit shall be applicable to that generating unit regardless 
whether there is a change in the owner, operator or Market Seller of the unit because the 
parameter limited schedule values for the unit are determined based on the physical limitations of 
the unit, which should not change merely based on a change in owners, operator or Market 
Seller. Because parameter limited schedule values attach to the generating unit and are not 
owned by a Market Seller of the unit, when there are multiple owners or Market Sellers for a 
generating unit, all owners and Market Sellers shall be bound by the unit-specific parameters, 
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adjusted unit-specific parameters or exception to parameter limited schedule values determined 
by the Office of the Interconnection for the unit. 
 
(k) The provisions of this section 6.6 only apply to Generation Capacity Resources, 
and not to Energy Resources. 
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7.1 Auctions of Financial Transmission Rights. 
 
Annual, periodic and long-term auctions to allow Market Participants to acquire or sell Financial 
Transmission Rights shall be conducted by the Office of the Interconnection in accordance with 
the provisions of this Section.    PJMSettlement shall be the Counterparty to the purchases and 
sales of Financial Transmission Rights arising from such auctions; provided however, that 
PJMSettlement shall not be a contracting party to any subsequent bilateral transfer of Financial 
Transmission Rights between Market Participants.  The conversion of an Auction Revenue Right 
to a Financial Transmission Right pursuant to this section 7 shall not constitute a purchase or sale 
transaction to which PJMSettlement is a contracting party. 

 
7.1.1  Auction Period and Scope of Auctions. 
 
 (a) The periods covered by auctions shall be: (1) the one-year period beginning the 
month after the final round of an annual auction; (2) any single calendar month period remaining 
in the Planning Period that is within the three, or less, month period immediately following the 
month that the monthly auction is conducted; (3) any Planning Period Quarter remaining in the 
Planning Period following the month that the monthly auction is conducted; and (4) the Planning 
Period Balance.  In addition to the period defined in (2) of this subsection, only one of the 
periods defined in (3) or (4) of this subsection will be included in the monthly auction clearing 
until the Office of the Interconnection determines that both of the periods defined in (3) and (4) 
can be solved simultaneously in the same monthly auction process within the timeframe 
specified in Section 7.3.7. With the exception of FTRs allocated pursuant to section 5.2.2 (e) of 
this Schedule and the Financial Transmission Rights awarded as a result of the exercise of the 
conversion option pursuant to section 7.1.1(b) of this Schedule, in the annual auction, the Office 
of the Interconnection, on behalf of PJMSettlement, shall offer for sale the entire Financial 
Transmission Rights capability for the year in four rounds with 25 percent of the capability 
offered in each round.  In the monthly auction, the Office of the Interconnection, on behalf of 
PJMSettlement, shall offer for sale in the auction any remaining Financial Transmission Rights 
capability for the months remaining in the Planning Period after taking into account all of the 
Financial Transmission Rights already outstanding at the time of the auction.  In addition, any 
holder of a Financial Transmission Right for the period covered by an auction may offer such 
Financial Transmission Right for sale in such auction. On-Peak, off-peak and 24-hour FTRs will 
be offered in the annual and monthly auctions.  FTRs will be offered as Financial Transmission 
Right Obligations and Financial Transmission Right Options, provided that such Financial 
Transmission Right Obligations and Financial Transmission Right Options shall be awarded 
based only on the residual system capability that remains after the allocation of Financial 
Transmission Rights pursuant to section 5.2.2(e) and the award of Financial Transmission Rights 
pursuant to section 7.1.1(b) of this Schedule.  Market Participants may bid for and acquire any 
number of Financial Transmission Rights, provided that all Financial Transmission Rights 
awarded are simultaneously feasible with each other and with all Financial Transmission Rights 
outstanding at the time of the auction and not sold into the auction. An ARR holder may self-
schedule an FTR on the same path in the Annual FTR auction according to the rules described in 
the PJM Manuals. 
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 (b) An Auction Revenue Rights holder may convert Auction Revenue Rights to 
Financial Transmission Rights, and such conversion shall not be considered a purchase or sale of 
Financial Transmission Rights in the auction. Such Financial Transmission Rights must (i) have 
the same source and sink points as the Auction Revenue Rights; (ii) be a 24-hour product; and 
(iii) be Financial Transmission Right Obligations.  The Auction Revenue Rights holder must 
inform the Office of the Interconnection in accordance with the procedures established by the 
Office of the Interconnection that it intends to exercise the conversion option prior to close of 
round one of the annual Financial Transmission Rights auction.  Once the conversion option is 
exercised, it will remain in effect for the entire Financial Transmission Rights auction. The 
Office of the Interconnection will designate twenty-five percent of the megawatt amount of the 
Auction Revenue Rights to be converted as price-taker bids in each of the four rounds of the 
Financial Transmission Rights auction.    
 
An Auction Revenue Rights holder that converts its Auction Revenue Rights may not designate a 
price bid for its converted Financial Transmission Rights and will receive a price equal to the 
clearing price set by other bids in the annual Financial Transmission Right auction.  To the 
extent a market participant seeks to obtain FTRs in the annual auction through such conversion, 
the FTRs sought will not be included in the calculation of such market participant’s credit 
requirement for such annual FTR auction. 
 
7.1.2  Frequency and Time of Auctions. 
 
Subject to section 7.1.1 of this Schedule, annual Financial Transmission Rights auctions shall 
offer the entire FTR capability of the PJM system in four rounds with 25 percent of the 
capability offered in each round.  All four rounds of the annual Financial Transmission Rights 
auction shall occur within the two-month period (April – May) preceding the start of the PJM 
Planning Period.  Each round shall occur over five bBusiness dDays and shall be conducted 
sequentially.  Each round shall begin with the bid and offer period.  The bid and offer period for 
annual Financial Transmission Rights auctions shall be open for three consecutive bBusiness 
dDays, opening the first day at 12:00 midnight (Eastern Prevailing Time) and closing the third 
day at 5:00 p.m. (Eastern Prevailing Time).  Monthly, Financial Transmission Rights auctions 
shall be held each month.  The bid and offer period for monthly Financial Transmission Rights 
auctions shall be open for three consecutive bBusiness dDays in the month preceding the first 
month for which Financial Transmission Rights are being auctioned, opening the first day at 
12:00 midnight (Eastern Prevailing Time) and closing the third day at 5:00 PM (Eastern 
Prevailing Time). 
 
7.1.3  Duration of Financial Transmission Rights. 
 
Each Financial Transmission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transmission Congestion Charges for the period that was specified 
in the corresponding auction.
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7.1A Long-Term Financial Transmission Rights Auctions. 
 
7.1A.1 Auctions. 
 
 (i) Subsequent to each annual FTR auction conducted pursuant to Section 7.1 of 
Schedule 1 of this Agreement, the Office of the Interconnection shall conduct a long-term FTR 
auction for the three consecutive Planning Periods immediately subsequent to the Planning 
Period during which the long-term FTR auction is conducted.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising from such 
long-term FTR auctions, provided however, that PJMSettlement shall not be a contracting party 
to any subsequent bilateral transfers of Financial Transmission Rights between Market 
Participants.  The conversion of an Auction Revenue Right to a Financial Transmission Right 
pursuant to this section 7 shall not constitute a purchase or sale transaction to which 
PJMSettlement is a contracting party. 
 
 (ii) The capacity offered for sale in long-term Financial Transmission Rights auctions 
shall be the residual system capability after the Annual Auction Revenue Rights allocations and 
the annual Financial Transmission Rights auction.  In determining the residual capability the 
Office of the Interconnection shall assume that all Auction Revenue Rights allocated in the 
immediately prior annual Auction Revenue Rights allocation process are self-scheduled into 
Financial Transmission Rights, which shall be modeled as fixed injections and withdrawals in 
the long-term Financial Transmission Rights auction. 
 
7.1A.2 Frequency and Timing. 
 
The long-term Financial Transmission Rights auction process shall consist of three rounds.  The 
first round shall be conducted by the Office of the Interconnection approximately 11 months 
prior to the start of the three Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction.  The second round shall be conducted approximately 3 months 
after the first round, and the third round shall be conducted approximately 3 months after the 
second round.  In each round 1/3 of total capacity available in the long-term Financial 
Transmission Rights auction shall be offered for sale.  Eligible entities may submit bids to 
purchase and offers to sell Financial Transmission Rights at the start of the bidding period in 
each round. The bidding period shall be three bBusiness dDays ending at 5:00 p.m. on the last 
day.  PJM performs the Financial Transmission Rights auction clearing analysis for each round 
and posts the auction results on the market user interface within five bBusiness dDays after the 
close of the bidding period for each round unless circumstances beyond PJM’s control prevent 
PJM from meeting the applicable deadline.  Under such circumstances, PJM will post the auction 
results at the earliest possible opportunity.  If the Office of the Interconnection discovers an error 
in the results posted for a long-term Financial Transmission Rights auction, the Office of the 
Interconnection shall notify Market Participants of the error as soon as possible after it is found, 
but in no event later than 5:00 p.m. of the bBusiness dDay immediately following the initial 
publication of the results for that auction. After this initial notification, if the Office of the 
Interconnection determines it is necessary to post modified auction results, it shall provide 
notification of its intent to do so, together with all available supporting documentation, by no 
later than 5:00 p.m. of the second bBusiness dDay following the initial publication of prices for 
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that auction.  Thereafter, the Office of the Interconnection must post the corrected prices by no 
later than 5:00 p.m. of the fourth calendar day following the initial publication of prices in the 
auction. Should any of the above deadlines pass without the associated action on the part of the 
Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC. 
 
7.1A.3 Products. 
 
 (i) The periods covered by long-term Financial Transmission Rights auctions shall 
be:  (1) any single Planning Period within the three Planning Period term covered by the relevant 
auction; and (2) the three Planning Period term covered by the relevant auction.   
 
 (ii) On-Peak, off-peak and 24-hour Financial Transmission Rights oObligations, shall 
be offered in long-term Financial Transmission Rights auctions; Financial Transmission Rights 
options shall not be offered.   
 
7.1A.4 Participation Eligibility. 
 
 (i) To participate in long-term Financial Transmission Rights auctions an entity shall 
be a PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers 
in long-term Financial Transmission Rights auctions, provided they own Financial Transmission 
Rights offered for sale.  
 
7.1A.5 Specified Receipt and Delivery Points. 
 
The Office of the Interconnection will post a list of available receipt and delivery points for each 
long-term Financial Transmission Rights Auction.  Eligible receipt and delivery points in long-
term Financial Transmission Rights Auctions shall be limited to the posted available hubs, 
Zones, aggregates, generators, and Interface Pricing Points. 
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7.3 Auction Procedures. 
 
7.3.1  Role of the Office of the Interconnection. 
 
Financial Transmission Rights auctions shall be conducted by the Office of the Interconnection 
in accordance with standards and procedures set forth in the PJM Manuals, such standards and 
procedures to be consistent with the requirements of this Schedule.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising from such 
auctions, provided however, that PJMSettlement shall not be a contracting party to any 
subsequent bilateral transfers of Financial Transmission Rights between Market Participants.  
The conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party.  Financial Transmission Rights auctions conducted to liquidate a defaulting 
Member’s Financial Transmission Rights portfolio shall be conducted by the Office of the 
Interconnection in accordance with the procedures set forth in Section 7.3.9 herein and in 
accordance with standards and procedures set forth in the PJM Manuals. 
 
7.3.2  Notice of Offer. 
 
A holder of a Financial Transmission Right wishing to offer the Financial Transmission Right for 
sale shall notify the Office of the Interconnection of any Financial Transmission Rights to be 
offered.  Each Financial Transmission Rights sold in an auction shall, at the end of the period for 
which the Financial Transmission Rights were auctioned, revert to the offering holder or the 
entity to which the offering holder has transferred such Financial Transmission Right, subject to 
the term of the Financial Transmission Right itself and to the right of such holder or transferee to 
offer the Financial Transmission Right in the next or any subsequent auction during the term of 
the Financial Transmission Right. 
 
7.3.3  Pending Applications for Firm Service. 
 
 (a) [Reserved.] 
 
 (b) Financial Transmission Rights may be assigned to entities requesting Network 
Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 5.2.2 (e), 
only if such Financial Transmission Rights are simultaneously feasible with all outstanding 
Financial Transmission Rights, including Financial Transmission Rights effective for the then-
current auction period.  If an assignment of Financial Transmission Rights pursuant to a pending 
application for Network Transmission Service or Firm Point-to-Point Transmission Service 
cannot be completed prior to an auction, Financial Transmission Rights attributable to such 
transmission service shall not be assigned for the then-current auction period.  If a Financial 
Transmission Right cannot be assigned for this reason, the applicant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
of the next auction period. 
 
7.3.4  On-Peak, Off-Peak and 24-Hour Periods. 
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On-peak, off-peak and 24-hour FTRs will be offered in the annual and monthly auction.  On-
Peak Financial Transmission Rights shall cover the periods from 7:00 a.m. up to the hour ending 
at 11:00 p.m. on Mondays through Fridays, except holidays as defined in the PJM Manuals.  Off-
Peak Financial Transmission Rights shall cover the periods from 11:00 p.m. up to the hour 
ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, Sundays, and holidays 
as defined in the PJM Manuals.  The 24-hour period shall cover the period from hour ending 
1:00 a.m. to the hour ending 12:00 midnight on all days.  Each bid shall specify whether it is for 
an on-peak, off-peak, or 24-hour period. 
 
7.3.5  Offers and Bids. 
 
 (a) Offers to sell and bids to purchase Financial Transmission Rights shall be 
submitted during the period set forth in Section 7.1.2, and shall be in the form specified by the 
Office of the Interconnection in accordance with the requirements set forth below. 
 
 (b) Offers to sell shall identify the specific Financial Transmission Right, by term, 
megawatt quantity and receipt and delivery points, offered for sale.  An offer to sell a specified 
megawatt quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of 
Financial Transmission Rights equal to or less than the specified quantity.  An offer to sell may 
not specify a minimum quantity being offered.  Each offer may specify a reservation price, 
below which the offeror does not wish to sell the Financial Transmission Right.  Offers 
submitted by entities holding rights to Financial Transmission Rights shall be subject to such 
reasonable standards for the verification of the rights of the offeror as may be established by the 
Office of the Interconnection.  Offers shall be subject to such reasonable standards for the 
creditworthiness of the offeror or for the posting of security for performance as the Office of the 
Interconnection shall establish. 
 
 (c) Bids to purchase shall specify the term, megawatt quantity, price per megawatt, 
and receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase.  A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity.  A bid to purchase may not specify a minimum quantity that the 
bidder wishes to purchase.  A bid may specify receipt and delivery points in accordance with 
Section 7.2.2 and may include Financial Transmission Rights for which the associated 
Transmission Congestion Credits may have negative values.  Bids shall be subject to such 
reasonable standards for the creditworthiness of the bidder or for the posting of security for 
performance as the Office of the Interconnection shall establish. 
 
 (d) Bids and offers shall be specified to the nearest tenth of a megawatt and shall be 
greater than zero.  The Office of the Interconnection may require that a market participant shall 
not submit in excess of 5000 bids and offers for any single monthly auction, or for any single 
round of the annual auction, when the Office of the Interconnection determines that such limit is 
required to avoid or mitigate significant system performance problems related to bid/offer 
volume.  Notice of the need to impose such limit shall be provided prior to the start of the 
bidding period if possible.  Where such notice is provided after the start of the bidding period, 
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market participants shall be required within one day to reduce their bids and offers for such 
auction below 5000, and the bidding period in such cases shall be extended by one day. 
 
7.3.6  Determination of Winning Bids and Clearing Price. 
 
 (a) At the close of each bidding period, the Office of the Interconnection will create a 
base Financial Transmission Rights power flow model that includes all outstanding Financial 
Transmission Rights that have been approved and confirmed for any portion of the month for 
which the auction was conducted and that were not offered for sale in the auction.  The base 
Financial Transmission Rights model also will include estimated uncompensated parallel flows 
into each interface point of the PJM Region and estimated scheduled transmission outages. 
 
 (b) In accordance with the requirements of Section 7.5of this Schedule and subject to 
all applicable transmission constraints and reliability requirements, the Office of the 
Interconnection shall determine the simultaneous feasibility of all outstanding Financial 
Transmission Rights not offered for sale in the auction and of all Financial Transmission Rights 
that could be awarded in the auction for which bids were submitted.  The winning bids shall be 
determined from an appropriate linear programming model that, while respecting transmission 
constraints and the maximum MW quantities of the bids and offers, selects the set of 
simultaneously feasible Financial Transmission Rights with the highest net total auction value as 
determined by the bids of buyers and taking into account the reservation prices of the sellers.  In 
the event that there are two or more identical bids for the selected Financial Transmission Rights 
and there are insufficient Financial Transmission Rights to accommodate all of the identical bids, 
then each such bidder will receive a pro rata share of the Financial Transmission Rights that can 
be awarded. 
 
 (c) Financial Transmission Rights shall be sold at the market-clearing price for 
Financial Transmission Rights between specified pairs of receipt and delivery points, as 
determined by the bid value of the marginal Financial Transmission Right that could not be 
awarded because it would not be simultaneously feasible.  The linear programming model shall 
determine the clearing prices of all Financial Transmission Rights paths based on the bid value 
of the marginal Financial Transmission Rights, which are those Financial Transmission Rights 
with the highest bid values that could not be awarded fully because they were not simultaneously 
feasible, and based on the flow sensitivities of each Financial Transmission Rights path relative 
to the marginal Financial Transmission Rights paths flow sensitivities on the binding 
transmission constraints. Financial Transmission Rights with a zero clearing price will only be 
awarded if there is a minimum of one binding constraint in the auction period for which the 
Financial Transmission Rights path sensitivity is non-zero. 
 
7.3.7  Announcement of Winners and Prices. 
 
Within two (2) bBusiness dDays after the close of the bid and offer period for an annual 
Financial Transmission Rights auction round, and within five (5) bBusiness dDays after the close 
of the bid and offer period for a monthly Financial Transmission Rights auction, the Office of the 
Interconnection shall post the winning bidders, the megawatt quantity, the term and the receipt 
and delivery points for each Financial Transmission Right awarded in the auction and the price at 
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which each Financial Transmission Right was awarded unless circumstances beyond PJM’s 
control prevent PJM from meeting the applicable deadline.  Under such circumstances, PJM will 
post the auction results at the earliest possible opportunity.  The Office of the Interconnection 
shall not disclose the price specified in any bid to purchase or the reservation price specified in 
any offer to sell.  If the Office of the Interconnection discovers an error in the results posted for a 
Financial Transmission Rights auction (or a given round of the annual Financial Transmission 
Rights auction), the Office of the Interconnection shall notify Market Participants of the error as 
soon as possible after it is found, but in no event later than 5:00 p.m. of the bBusiness dDay 
following the initial publication of the results of the auction or round of the annual auction.  
After this initial notification, if the Office of the Interconnection determines that it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no  later than 5:00 p.m. of the second bBusiness dDay following 
the initial publication of the results of that auction or round of the annual auction.  Thereafter, the 
Office of the Interconnection must post any corrected results by no later than 5:00 p.m. of the 
fourth calendar day following the initial publication of the results of the auction or round of the 
annual auction. Should any of the above deadlines pass without the associated action on the part 
of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC.   
 
7.3.8  Auction Settlements. 
 
All buyers and sellers of Financial Transmission Rights between the same points of receipt and 
delivery shall pay PJMSettlement or be paid by PJMSettlement the market-clearing price, as 
determined in the auction, for such Financial Transmission Rights. 
 
7.3.9 Liquidation of Financial Transmission Rights in the Event of Member Default. 
 
In the event a Member fails to meet creditworthiness requirements or make timely payments 
when due pursuant to the PJM Operating Agreement or PJM Tariff, the Office of the 
Interconnection shall, as soon as practicable after such default is declared, initiate the following 
procedures to close out and liquidate the Financial Transmission Rights of a Member: 
 
 a) The Office of the Interconnection shall close out the defaulting Member’s 
positions as of the date of its default, by unilaterally accelerating and terminating all forward 
Financial Transmission Rights positions. 
 
 b) The Office of the Interconnection shall post on its website all salient information 
relating to the closed out portfolio of Financial Transmission Rights. 
 
 c) All current planning period Financial Transmission Right positions within the 
defaulting Members’ Financial Transmission Right portfolio will be offered for sale in the next 
available monthly balance of planning period Financial Transmission Rights auction at an offer 
price designed to maximize the likelihood of liquidation of those positions.   
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 d) Financial Transmission Rights positions that do not settle until the next or 
subsequent planning period will be offered into the next available Financial Transmission Rights 
auction (taking into account timing constraints and the need for an orderly liquidation) where, 
based on the Office of Interconnection’s commercially reasonable expectation, such positions 
would be expected to clear.  In the event that the next scheduled Financial Transmission Rights 
auction is more than two (2) months subsequent to the date that the Office of the Interconnection 
declares a Member in default, a specially scheduled Financial Transmission Rights auction may 
be conducted by the Office of the Interconnection.  The entire portfolio of the defaulting 
Member’s Financial Transmission Rights will be offered for sale at an offer price designed to 
maximize the likelihood of liquidation of those positions. 
 
 e) The Financial Transmission Right positions comprising the defaulting Member’s 
portfolio that are liquidated in a Financial Transmission Rights auction should avoid setting the 
price in the auction at the bid prices with which they were initially submitted.  In the event that 
any of the closed out Financial Transmission Rights would set price market based on the 
auction’s preliminary solution, then only one-half of each Financial Transmission Rights position 
will be offered for sale and the auction will be re-executed.  In the event that any Financial 
Transmission Rights position that has been closed out once again sets price, then all Financial 
Transmission Rights scheduled to be liquidated will be removed from the affected auction and 
the auction will be re-executed excluding the closed out Financial Transmission Right positions.  
Financial Transmission Right positions that are not liquidated will then be offered in the next 
available auction or specially scheduled auction, as appropriate.   
 
 f) The liquidation of the defaulting Members’ Financial Transmission Rights 
portfolio pursuant to the foregoing procedures shall result in a final liquidated settlement amount.  
The final liquidated settlement amount will be included in calculating a Default Allocation 
Assessment as described in Section 15.1.2A(I) of the PJM Operating Agreement.  If the Office of 
the Interconnection  is unable to close out and liquidate a Financial Transmission Rights position 
under the foregoing procedures, the close out shall be deemed void and the defaulting Member 
shall remain liable for the full final value of its default, such full final value being realized at the 
normal time for performance of the Financial Transmission Rights position.      
 
In all other respects, Financial Transmission Rights terminated pursuant to this section shall be 
liquidated pursuant to the appropriate provisions and procedures set forth in the PJM Manuals. 
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7.4 Allocation of Auction Revenues. 
 
7.4.1 Eligibility. 
 
(a) Annual auction revenues, net of payments to entities selling Financial Transmission 
Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 
proportion to, but not more than, the Target Allocation of Auction Revenue Rights Credits for 
the holder. 
 
(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 
of the applicable Annual Financial Transmission Rights auction. 
 
(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 
entities selling Financial Transmission Rights into the auction, shall be allocated according to the 
following priority schedule: 
 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 
section 7.4.4 of Schedule 1 of this Agreement.  If there are excess revenues 
remaining after a distribution made pursuant to this subsection, such revenues 
shall be distributed in accordance with subsection (c)(ii) of this section; 
 
(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 
more than their Target Allocation as determined pursuant to section 7.4.3(b) of 
Schedule 1 of this Agreement.  If there are excess revenues remaining after a 
distribution made pursuant to this subsection, such revenues shall be distributed in 
accordance with subsection (c)(iii) of this section; 
 
(iii) To FTR Holders in accordance with section 5.2.6 of Schedule 1 of this 
Agreement. 

 
(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 
Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 
FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 
distributed equally across each Planning Period in the effective term of the FTR.  Long-term 
FTR auction revenue distributions within a Planning Period shall be in accordance with the 
following provisions: 
 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 
Rights holders in the effective Planning Period for the FTR.  The distribution shall 
be in proportion to the economic value of the ARRs when compared to the annual 
FTR auction clearing prices from each round proportionately.  The distribution 
shall not exceed, when added to the distribution of revenues from the prompt-year 
annual FTR auction itself, the economic value of the ARRs when compared to the 
annual FTR auction clearing prices from each round proportionately.   
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(ii) Long-term FTR auction revenues remaining after distributions made 
pursuant to Section 7.4.1(d)(ii) of Schedule 1 of this Agreement shall be 
distributed pursuant to Section 5.2.6 of Schedule 1 of this Agreement.  

 
7.4.2 Auction Revenue Rights. 
 
(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 
Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  
Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 
Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 
Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 
and 7.5 hereof and the PJM Manuals.  
 
With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 
discovers an error in the allocation, the Office of the Interconnection shall notify Market 
Participants of the error as soon as possible after it is found, but in no event later than 5:00 p.m. 
of the Bbusiness Dday following the initial publication of allocation results.  After this initial 
notification, if the Office of the Interconnection determines that it is necessary to post modified 
allocation results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the second Bbusiness Dday following 
the publication of the initial allocation.  Thereafter, the Office of the Interconnection must post 
any corrected allocation results by no later than 5:00 p.m. of the fourth calendar day following 
the initial publication. Should any of the above deadlines pass without the associated action on 
the part of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
allocation is under publicly noticed review by the FERC. 
 
(b) In stage 1A of the allocation process, each Network Service User may request Auction 
Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 
immediately ensuing PJM Planning Period from a subset of the historical generation resources 
that were designated to be delivered to load based on the historical reference year for the Zone, 
and each Qualifying Transmission Customer (as defined in subsection (f) of this section) may 
request Auction Revenue Rights based on the megawatts of firm service provided between the 
receipt and delivery points as to which the Transmission Customer had Point-to-Point 
Transmission Service during the historical reference year.  The historical reference year for all 
Zones shall be 1998, except that the historical reference year shall be:  2002 for the Allegheny 
Power and Rockland Electric Zones; 2004 for the AEP East, The Dayton Power & Light 
Company and Commonwealth Edison Company Zones; 2005 for the Virginia Electric and Power 
Company and Duquesne Light Company Zones; 2011 for the ATSI Zone; 2012 for the DEOK 
Zone; 2013 for the EKPC Zone; and the Office of the Interconnection shall specify a historical 
reference year for a new PJM zone corresponding to the year that the zone is integrated into the 
PJM Interchange Energy Market.  For stage 1, the Office of the Interconnection shall determine a 
set of eligible historical generation resources for each Zone based on the historical reference year 
and assign a pro rata amount of megawatt capability from each historical generation resource to 
each Network Service User in the Zone based on its proportion of peak load in the Zone.  
Auction Revenue Rights shall be allocated to each Network Service User in a Zone from each 
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historical generation resource in a number of megawatts equal to or less than the amount of the 
historical generation resource that has been assigned to the Network Service User.  Prior to the 
2015/2016 Planning Period, each Auction Revenue Right allocated to a Network Service User 
shall be to the Energy Settlement Area of such Network Service User as described in Section 
31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning Period, each Auction 
Revenue Right allocated to a Network Service User shall be to the Energy Settlement Area of 
such Network Service User as described in Section 31.7 of Part III of the Tariff, unless the 
Network Service User’s Energy Settlement Area represents the Residual Metered Load of an 
electric distribution company’s fully metered franchise area(s) or service territory(ies) and the 
Network Service User elects to have its Auction Revenue Rights allocated at the aggregate load 
buses in a Zone.  In stage 1A of the allocation process, the sum of each Network Service User’s 
allocated Auction Revenue Rights for a Zone must be equal to or less than the Network Service 
User’s pro-rata share of the Zonal Base Load for that Zone.  Each Network Service User’s pro-
rata share of the Zonal Base Load shall be based on its proportion of peak load in the Zone. The 
sum of each Network Service User’s Auction Revenue Rights for Non-Zone Network Load must 
be equal to or less than fifty percent (50%) of the Network Service User’s transmission 
responsibility for Non-Zone Network Load as determined under Section 34.1 of the Tariff.  The 
sum of each Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or 
less than fifty percent (50%) of the megawatts of firm service provided between the receipt and 
delivery points as to which the Transmission Customer had Point-to-Point Transmission Service 
during the historical reference year.  If stage 1A Auction Revenue Rights are adversely affected 
by any new or revised statute, regulation or rule issued by an entity with jurisdiction over the 
Office of the Interconnection, the Office of the Interconnection shall, to the greatest extent 
practicable, and consistent with any such statute, regulation or rule change, preserve the priority 
of the stage 1A Auction Revenue Rights for a minimum period covering the ten (10) consecutive 
PJM Planning Periods (“Stage 1A Transition Period”) immediately following the implementation 
of any such changes, provided that the terms of all stage 1A Auction Revenue Rights in effect at 
the time the Office of the Interconnection implements the Stage 1A Transition Period shall be 
reduced by one PJM Planning Period during each annual stage 1A Auction Revenue Rights 
allocation performed during the Stage 1A Transition Period so that all stage 1A Auction Revenue 
Rights that were effective at the start of the Stage 1A Transition Period expire at the end of that 
period. 
 
(c) In stage 1B of the allocation process each Network Service User may request Auction 
Revenue Rights from the subset of the historical generation resources determined pursuant to 
Section 7.4.2(b) that were not allocated in stage 1A of the allocation process, and each 
Qualifying Transmission Customer may request Auction Revenue Rights based on the 
megawatts of firm service determined pursuant to Section 7.4.2(b) that were not allocated in 
stage 1A of the allocation process. In stage 1B of the allocation process, the sum of each 
Network Service User’s allocation Auction Revenue Rights request for a Zone must be equal to 
or less than the difference between the Network Service User’s peak load for that Zone as 
determined pursuant to Section 34.1 of the Tariff and the sum of its Auction Revenue Rights 
Allocation from stage 1A of the allocation process for that Zone.  The sum of each Network 
Service User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less 
than the difference between one hundred percent (100%) of the Network Service User’s 
transmission responsibility for Non-Zone Network Load as determined pursuant to Section 
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7.4.2(b) and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 
process for that Zone.  The sum of each Qualifying Transmission Customer’s Auction Revenue 
Rights must be equal to or less than the difference between one hundred percent (100%) of the 
megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 
Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 
 
(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 
iterative allocation process that consists of three rounds with up to one third of the remaining 
system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 
process will be conducted sequentially with Network Service Users and Transmission Customers 
being given the opportunity to view results of each allocation round prior to submission of 
Auction Revenue Right requests into the subsequent round.  In each round, each Network 
Service User shall designate a subset of buses from which Auction Revenue Rights will be 
sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 
external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 
Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 
Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 
described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 
Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 
Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 
User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 
company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 
elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 
each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 
for each Zone must be equal to or less than one third of the difference between the Network 
Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 
its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 
Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 
 
(e) On a daily basis within the annual Financial Transmission Rights auction period, a 
proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 
reallocated as Network Load changes from one Network Service User to another within that 
Zone. 
 
(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-
Term Firm Point-to-Point Transmission Service, as defined in the PJM Tariff, used to deliver 
energy from a designated Network Resource located either outside or within the PJM Region to 
load located either outside or within the PJM Region, and that was confirmed and in effect 
during the historical reference year for the Zone in which the resource is located.  Such an 
agreement shall allow the Qualifying Transmission Customer to participate in the first stage of 
the allocation, but only if such agreement has remained in effect continuously following the 
historical reference year and is to continue in effect for the period addressed by the allocation, 
either by its term or by renewal or rollover.  The megawatts of Auction Revenue Rights the 
Qualifying Transmission Customer may request in the first stage of the allocation may not 
exceed the lesser of: (i) the megawatts of firm service between the designated Network Resource 
and the load delivery point (or applicable point at the border of the PJM Region for load located 



 

Page 331 

outside such region) under contract during the historical reference year; and (ii) the megawatts of 
firm service presently under contract between such historical reference year receipt and delivery 
points.  A Qualifying Transmission Customer may request Auction Revenue Rights in either or 
both of stage 1 or 2 of the allocation without regard to whether such customer is subject to a 
charge for Firm Point-to-Point Transmission Service under Section 1 of Schedule 7 of the PJM 
Tariff (“Base Transmission Charge”).  A Transmission Customer that is not a Qualifying 
Transmission Customer may request Auction Revenue Rights in stage 2 of the allocation 
process, but only if it is subject to a Base Transmission Charge.  The Auction Revenue Rights 
that such a Transmission Customer may request in each round of stage 2 of the allocation process 
must be equal to or less than one third of the number of megawatts equal to the megawatts of 
firm service being provided between the receipt and delivery points as to which the Transmission 
Customer currently has Firm Point-to-Point Transmission Service.  The source point of the 
Auction Revenue Rights must be the designated source point that is specified in the 
Transmission Service request and the sink point of the Auction Revenue Rights must be the 
designated sink point that is specified in the Transmission Service request.  A Qualifying 
Transmission Customer may request Auction Revenue Rights in each round of stage 2 of the 
allocation process in a number of megawatts equal to or less than one third of the difference 
between the number of megawatts of firm service being provided between the receipt and 
delivery points as to which the Transmission Customer currently has Firm Point-to-Point 
Transmission Service and its Auction Revenue Right Allocation from stage 1 of the allocation 
process.   
 
(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 
1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 
applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 
may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 
PJM greater than their firm service to loads in MISO. 
 
(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 
simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 
process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 
the megawatt level requested and in inverse proportion to the effect on the binding constraints. 
 
(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 
process are not feasible due to system conditions, then PJM shall increase the capability limits of 
the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 
extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 
unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 
included in all rounds of the annual allocation and auction processes and in subsequent modeling 
during the Planning Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights auctions unless and 
to the extent those system conditions that contributed to infeasibility in the annual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are returned to service during the Planning Year.  In these 
cases, any increase in the capability limits taken under this subsection (i) during the annual 
process will be removed from subsequent modeling to support any incremental allocations of 
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Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 
Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 
feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 
limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 

 
For the purposes of this subsection (i), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause of the infeasibility of such Auction 
Revenue Rights.  Extraordinary circumstances do not include those system conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of 
this subsection (i) that would not otherwise have been feasible, then PJM shall notify Members 
and post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Auction Revenue Rights and (b) any increases in capability limits used to allocate such Auction 
Revenue Rights. 
 
(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 
Transmission Customers and Network Service Users serving Non-Zone Network Load may 
participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 
7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 
 

i. The relevant Transmission Service shall be used to deliver energy from a 
designated Network Resource located either outside or within the PJM 
Region to load located outside the PJM Region.  

 
ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 
effect for the stage 1A period addressed by the allocation; and 2) the 
control area in which the external load is located has similar rules for load 
external to the relevant control area. 

 
iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 
serving the load located outside the PJM Region; or 2) generation 
resources subject to a bona fide firm energy and capacity supply contract 
executed by the LSE to meet its load obligations, provided that such 
contract remains in force and effect for a minimum term of ten (10) years 
from the first effective Planning Period that follows the initial stage 1 
request. 

 
iv. For Long-Term Firm Point-to-Point Transmission Service cCustomers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) , the generation resource(s) designated as source points may 
include any portion of the generating capacity of such resource(s) that is 
not, at the time of the request, already identified as a Capacity Resource. 
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v. For Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j), at the time of the request, the 
generation resource(s) designated as source points must either be 
committed into PJM’s RPM market or be designated as part of the entity’s 
FRR Capacity Plan for the purpose of serving the capacity requirement of 
the external load.    

 
vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 
annual Auction Revenue Rights allocation or in future stage 1A 
allocations and shall not cause megawatt flow to exceed applicable ratings 
on any other facilities in either set of conditions in the simultaneous 
feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 
vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 
allocation year with all existing stage 1 and stage 2 Auction Revenue 
Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 
year allocation model with all eligible stage 1A Auction Revenue Rights 
for each year including base load growth for each year. 

 
viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 
Planning Period shall be processed for the next annual Auction Revenue 
Rights  allocation. Requests received after November 1st shall not be 
considered for the upcoming annual Auction Revenue Rights allocation. If 
all requests are not simultaneously feasible then requests will be awarded 
on a pro-rata basis.  

 
ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 
evaluated at the same time. If all requests are not simultaneously feasible 
then requests will be awarded on a pro-rata basis. 

 
x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 
source points in subsequent annual Auction Revenue Rights allocations. 

 
xi. Long-Term Firm Point-to-Point Transmission Service cCustomers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 
of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 
contract megawatt amount; or 2) the customer’s Firm Transmission 
Withdrawal Rights.  
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xii. Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 
megawatts up to the lesser of: 1) the customer’s network service peak 
load; or 2) the customer’s Firm Transmission Withdrawal Rights.  

 
xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 
megawatts authorized by subsections (xi) and (xii) of this subsection 
7.4.2(j).   

 
xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 
allowed megawatts authorized by subsections (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 
stage 1A.  

 
xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 
be equal to or less than one third of the difference between the maximum 
allowed megawatts authorized by paragraphs (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 
allocated in stage 1.  

 
xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 
amount may be replaced with an alternate resource pursuant to the process 
established in Section 7.7 of Schedule 1 of this Agreement. 

 
7.4.2a Bilateral Transfers of Auction Revenue Rights 
 
(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 
Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 
bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 
Schedule and pursuant to the LLC’s rules related to its eFTR reporting tools.  
 
(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 
or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 
the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 
to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 
Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 
bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 
under this Schedule.   
 
(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 
buyer any obligations associated with the Auction Revenue Rights or the right to receive an 
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allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 
Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 
bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 
the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 
right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 
attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 
Revenue Rights and remain subject to all credit requirements and obligations associated with the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 
 
(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 
Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 
associated with the Auction Revenue Right and for which payment is not made to 
PJMSettlement by the buyer under such a bilateral transfer.   
 
(e) All payments and related charges associated with such a bilateral contract shall be 
arranged between the parties to such bilateral contract and shall not be billed or settled by 
PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 
Members will not assume financial responsibility for the failure of a party to perform obligations 
owed to the other party under such a bilateral contract reported to the Office of the 
Interconnection under this Schedule.   
 
(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 
be resolved solely between the buyer and the seller.  
 
7.4.3 Target Allocation of Auction Revenue Right Credits. 
 
(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 
Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 
annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 
four and multiplied by the price differences for the receipt and delivery points associated with 
the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 
minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 
delivery point is determined by the clearing prices of each round of the annual Financial 
Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 
Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 
entity’s Auction Revenue Rights. 
 
(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 
Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 
be determined on a monthly basis for each month in a Planning Period beginning with the month 
the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 
Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 
equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 
differential between the source and sink nodes of the corresponding FTR obligation in each 
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prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 
Rights through the end of the relevant Planning Period. 
 
7.4.4 Calculation of Auction Revenue Right Credits. 
 
(a) Each day, the total of all the daily Target Allocations determined as specified above in 
Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 
day shall be compared to the total revenues of all applicable monthly Financial Transmission 
Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 
annual Financial Transmission Rights auction (divided by the number of days in the Planning 
Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 
Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 
Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 
pursuant to Section 5.2.56. 
 
(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 
of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 
to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 
positive Target Allocation value. Auction Revenue Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 
Right Credit. 
 
(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 
Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 
charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 
all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 
allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 
assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 
Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 
pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 
Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 
Allocation. 
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7.8 Elective Upgrade Auction Revenue Rights. 
 
 (a) In addition to any Incremental Auction Revenue Rights (as defined in the PJM 
Tariff) established under the PJM Tariff, any party may elect to fully fund Network Upgrades (as 
defined in the PJM Tariff) to obtain Incremental Auction Revenue Rights pursuant to this 
section, provided that Incremental Auction Revenue Rights granted pursuant to this section shall 
be simultaneously feasible with outstanding Auction Revenue Rights, which shall include stage 1 
and stage 2 Auction Revenue Rights, and against stage 1A Auction Revenue Right capability for 
the future 10 year period as determined by the Office of the Interconnection pursuant to Section 
7.8(b) of Schedule 1 of this Agreement.  A request made pursuant to this section shall specify a 
source, sink and megawatt amount. 
 
 (b) The Office of the Interconnection shall assess the simultaneous feasibility of the 
requested Incremental Auction Revenue Rights and the outstanding Auction Revenue Rights 
against the existing base system Auction Revenue Right capability and stage 1A Auction 
Revenue Right capability for the future 10 year period and based on this preliminary assessment 
it shall conduct studies to determine the upgrades required to accommodate the requested 
Incremental Auction Revenue Rights and ensure all outstanding Auction Revenue Rights are 
simultaneously feasible. 
 
 (c) If a party elects to fund upgrades to obtain Incremental Auction Revenue Rights 
pursuant to this section, no less than forty-five (45) days prior to the in-service date of the 
relevant upgrades, as determined by the Office of the Interconnection, the Office of the 
Interconnection shall notify the party of the actual amount of Incremental Auction Revenue 
Rights that will be granted to the party based on the allocation process established pursuant to 
Section 231.1  of Part VI of the Tariff. 
 
 (d) Incremental Auction Revenue Rights established pursuant to this section shall be 
effective for the lesser of thirty (30) years, or the life of the project, from the in-service date of 
the Network Upgrade(s).  At any time during this thirty-year period (or the life of the Network 
Upgrade, whichever is less), in lieu of continuing this thirty-year Auction Revenue Right, the 
owner of the right shall have a one-time choice to switch to an optional mechanism, whereby, on 
an annual basis, it will have the choice to request an Auction Revenue Right during the annual 
Auction Revenue Rights allocation process between the same source and sink, provided the 
Auction Revenue Right is simultaneously feasible.  A party that is granted Incremental Auction 
Revenue Rights pursuant to this section may return such rights at any time, provided that the 
Office of the Interconnection determines that it can simultaneously accommodate all remaining 
outstanding Auction Revenue Rights following the return of such Auction Revenue Rights.  In 
the event a party returns Incremental Auction Revenue Rights, it shall retain no further rights 
regarding such Incremental Auction Revenue Rights. 
 
 (e) No Incremental Auction Revenue Rights shall be granted pursuant to this section 
if the costs associated with funding the associated Network Upgrades are included in the rate 
base of a public utility and on which a regulated return is earned. 
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8.4 Registration 
 
1.  Curtailment Service Providers must complete the applicable PJM Load Response Program 
Registration Form (“Registration Form”) that is posted on the PJM website (www.pjm.com) for 
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set 
forth in the PJM Manuals. Because of the required electric distribution company ten bBusiness 
dDay review period, as described herein, Curtailment Service Providers should submit 
completed Registration Forms to the Office of the Interconnection no later than one day before 
the tenth bBusiness dDay preceding the relevant Delivery Year.  All registrations that have not 
been approved on or before May 31st preceding the relevant Delivery Year shall be rejected by 
the Office of the Interconnection. To the extent that a completed Registration Form is submitted 
to the Office of the Interconnection  prior to one day before the tenth bBusiness dDay preceding 
the relevant Delivery Year and such registration is rejected by the electric distribution company 
or the Office of the Interconnection because of incorrect data on the Registration Form, such 
registration may be resubmitted by the Curtailment Service Provider before May 31st preceding 
the relevant Delivery Year, but such registration will be rejected by the Office of the 
Interconnection unless the electric distribution company  has verified the registration on or 
before May 31st preceding the relevant Delivery Year. Incomplete Registration Forms will be 
rejected by the Office of the Interconnection; Curtailment Service Providers may not resubmit 
registrations that were rejected for being incomplete unless they are able to do so no later than 
one day before the tenth bBusiness dDay preceding the relevant Delivery Year.  The following 
general steps will be followed: 
 
2. For end-use customers of an electric distribution company that distributed more than 4 million 
MWh in the previous fiscal year: 
 
 a. The Curtailment Service Provider completes the Registration Form located on the 
PJM website.  PJM reviews the application and ensures that the qualifications are met, including 
verifying that the appropriate metering exists. After confirming that an entity has met all of the 
qualifications to be an Emergency Load Response or Pre-Emergency Load Response Program 
participant, PJM shall notify the appropriate electric distribution company of an Emergency 
Load Response and Pre-Emergency Load Response Program participant's registration and 
request verification as to whether the load that may be reduced is subject to laws or regulations 
of the Relevant Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response Programs pursuant to the process described below. The electric distribution company 
has ten bBusiness dDays to respond.  An electric distribution company which seeks to assert that 
the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit or condition 
(which condition the electric distribution company asserts has not been satisfied) an end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response program shall provide to PJM, within the referenced ten bBusiness dDay review 
period, either:  (a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory 
Authority prohibiting or conditioning the end-use customer’s participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a 
regulation or law prohibiting or conditioning the end-use customer’s participation, or (c) an 
opinion of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
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Authority, attesting to the existence of a regulation or law prohibiting or conditioning the end-
use customer's participation.   
 

i. If evidence provided by an electric distribution company to the Office of 
the Interconnection indicates that a Relevant Electric Retail Regulatory 
Authority law or regulation prohibits or conditions (which condition the 
electric distribution company asserts has not been satisfied) the end-use 
customer’s participation and is received by the Office of the 
Interconnection on or after May 31st preceding the applicable Delivery 
Year, then the existing end-use customer’s registration for Demand 
Resource (as defined in the Reliability Assurance Agreement) will remain 
in effect for the applicable Delivery Year.  If evidence provided by an 
electric distribution company to the Office of the Interconnection indicates 
that a Relevant Electric Retail Regulatory Authority law or regulation 
prohibits or conditions (which condition the electric distribution company 
asserts has not been satisfied) the end-use customer’s participation and is 
received by the Office of the Interconnection before May 31st preceding 
the applicable Delivery Year and the Curtailment Service Provider does 
not provide supporting documentation to the Office of the Interconnection 
on or before May 31st preceding the applicable Delivery Year 
demonstrating that the Curtailment Service Provider had an executed 
contract with the end-use customer for Demand Resource participation 
before the date the Demand Resource cleared the applicable Reliability 
Pricing Model Auction, and that the date that the Demand Resource 
cleared the applicable Reliability Pricing Model Auction was prior to the 
effective date of the Relevant Electric Retail Regulatory Authority law or 
regulation prohibiting or conditioning the end-use customer’s 
participation, then, unless the below exception applies, the existing end-
use customer’s registration for Demand Resource participation shall be 
deemed to be terminated for the applicable Delivery Year, and the 
Curtailment Service Provider will be subject to the Reliability Pricing 
Model provisions, as specified in Attachment DD of the PJM Tariff. 

 
 b. In the absence of a response from the electric distribution company within the 
referenced ten bBusiness dDay review period, the Office of the Interconnection shall assume that 
the load to be reduced is not subject to laws or regulations of the Relevant Electric Retail 
Regulatory Authority that prohibit or condition the end-use customer’s participation in PJM’s 
Emergency Load Response and Pre-Emergency Load Response Programs, and the Office of the 
Interconnection shall accept the registration, provided it meets all other Emergency Load 
Response and Pre-Emergency Load Response Program requirements. 
 
 c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJM in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
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3. For end-use customers of an electric distribution company that distributed 4 million MWh or 
less in the previous fiscal year: 
 
 a. The Curtailment Service Provider completes the Emergency Registration Form 
located on the PJM website. PJM reviews the application and ensures that the qualifications are 
met, including verifying that the appropriate metering exists. After confirming that an entity has 
met all of the qualifications to be an Emergency Load Response and Pre-Emergency Load 
Response participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response participant’s registration and 
request verification as to whether the load that may be reduced is permitted to participate by the 
Relevant Electric Retail Regulatory Authority pursuant to the process described below. The 
electric distribution company has ten bBusiness dDays to respond. If the electric distribution 
company verifies that the load that may be reduced is permitted or conditionally permitted 
(which condition the electric distribution company asserts has been satisfied) to participate in the 
Emergency Load Response Program and Pre-Emergency Load Response Program, then the 
electric distribution company must provide to the Office of the Interconnection within the 
referenced ten bBusiness dDay review period either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 
customer’s participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s 
legal counsel attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer’s participation, or (c) an opinion of the state Attorney General, 
on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s participation. 

 
i. If the electric distribution company denies the end-use customer’s 

Demand Resource (as defined in the Reliability Assurance Agreement) 
registration on or before May 31st preceding the applicable Delivery Year 
and the Curtailment Service Provider does not provide the above 
referenced Relevant Electric Retail Regulatory Authority evidence  to the 
Office of the Interconnection on or before May 31st preceding the 
applicable Delivery Year demonstrating that the Curtailment Service 
Provider had Relevant Electric Retail Regulatory Authority permission or 
conditional permission (which condition the electric distribution company 
asserts has been satisfied) for the end-use customer’s participation and an 
executed contract with the end-use customer Demand Resource before the 
date the Demand Resource cleared the applicable Reliability Pricing 
Model Auction  then, unless the below exception applies, the existing end-
use customer’s registration for Demand Resource participation shall be 
deemed to be terminated for the applicable Delivery Year and the 
Curtailment Service Provider will be subject to the Reliability Pricing 
Model provisions, as specified in Attachment DD of the PJM Tariff. 

 
 b. In the absence of a response from the electric distribution company within the 
referenced ten bBusiness dDay review period, the Office of the Interconnection shall reject the 
registration.  If it is able to do so in compliance with all of the Emergency Load Response and 
Pre-Emergency Load Response Program requirements, including the registration section, the 
Emergency Load Response and Pre-Emergency Load Response participant may submit a new 
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registration to the Office of the Interconnection for consideration if a prior registration has been 
rejected pursuant to the terms of the Emergency Load Response and Pre-Emergency Load 
Response Program provisions. 
 
 c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJMSettlement in accordance with the 
terms and conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 
4.  PJM will inform the requesting Curtailment Service Provider of acceptance into the 
Emergency Load Response Program and Pre-Emergency Load Response Program and notify the 
appropriate electric distribution company of the requesting Curtailment Service Provider’s 
acceptance into the program, or notifies the requesting Curtailment Service Provider and 
appropriate electric distribution company of PJM’s rejection of the requesting participant’s 
registration. 
 
5.  Any end-use customer intending to run distributed generating units in support of local load 
for the purpose of participating in this program must represent in writing to PJM that it holds all 
applicable environmental and use permits for running those generators.  Continuing participation 
in this program will be deemed as a continuing representation by the owner that each time its 
distributed generating unit is run in accordance with this program, it is being run in compliance 
with all applicable permits, including any emissions, run-time limit or other constraint on plant 
operations that may be imposed by such permits. 
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8.5 Pre-Emergency Operations 
 
All participants in the Pre-Emergency Load Response Program shall be subject to the operation 
procedures herein, unless the participant can demonstrate its Demand Resource: (1) relies on 
Behind the Meter generation to fulfill its load reduction obligations; (2) the Demand Resource 
has environmental restrictions imposed on it by Applicable Laws and Regulations that limit the 
Demand Resource’s ability to operate only in emergency conditions; and (3) such limitation 
exists for any period of time.  For the purposes of Section 8, emergency conditions shall be 
defined either by the express terms of the Applicable Law or Regulation, or if not set forth 
therein shall be deemed to exist if PJM has declared a NERC Emergency Alert Level 2, as 
defined in the applicable NERC Standards.  If these three criteria are met, the participant shall be 
subject to the emergency operation procedures contained in Section 8.6.  In such case, the 
Curtailment Service Provider shall submit a request for the relevant Demand Resource(s) to be an 
emergency (versus pre-emergency) Demand Resource to the Office of the Interconnection, at the 
time the Registration Form is submitted in accordance with this Agreement.  A Curtailment 
Service Provider shall not submit a request for an exception unless it has done its due diligence 
to confirm that the Demand Resource meets the requirements referenced herein and has obtained 
from the end-use customer documentation supporting the exception request. The Curtailment 
Service Provider shall provide the Office of the Interconnection with a copy of such supporting 
documentation within three (3) bBusiness dDays of a request therefor.  Failure to provide such 
supporting documentation by the deadline shall result in the Demand Resource being subject to 
the pre-emergency procedures herein.   
 
PJM will initiate a pre-emergency event prior to the declaration of a Maximum Generation 
Emergency or an emergency event when practicable. A pre-emergency event is implemented 
when economic resources are not adequate to serve load and maintain reserves or maintain 
system reliability, and prior to proceeding into emergency procedures.  Understanding the 
primary responsibility of the Office of the Interconnection to maintain system security, the 
Office of the Interconnection will strive to exhaust, but it is not obligated to exhaust, all 
economic resources prior to initiating a pre-emergency event.  PJM will initiate an electronic 
message to Curtailment Service Providers notifying them of the pre-emergency event; 
Curtailment Service Providers are required to have the capability to retrieve this electronic 
message as described in the PJM Manuals.  Additionally, PJM will post the pre-emergency event 
information on the PJM website and issue a separate All-Call message.  
 
Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily 
may reduce load; and (ii) participants in the Full Program Option are required to reduce load 
unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 
will dispatch the resources of all Emergency Load Response Program participants (not already 
dispatched under the Economic Load Response Program) based on the availability, location, 
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to 
transmission constraints in the PJM Region.  To give PJM dispatchers the flexibility to address 
reliability concerns in the most effective and timely manner and invoke the resources that offer 
the most assurance of effective relief of emergency conditions, the dispatch of Demand 
Resources may not be based solely on the least-cost resources since such dispatch shall be based 
not only on price, but also on availability, location, minimum notification time and/or quantity of 
megawatts of load or load reduction needed. 
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The dispatch price of Full Program Option resources and Energy Only Option resources in the d 
Pre-Emergency Load Response Program are eligible to set the real time Locational Marginal 
Prices (“LMP”) when the Office of the Interconnection has implemented pre-emergency 
procedures and such resources are required to reduce demand in the PJM Region and as 
described in Section 2 of Schedule 1 of the PJM Operating Agreement and the parallel 
provisions of Attachment K-Appendix of the PJM Tariff.  Energy Only Option resources must 
also satisfy PJM’s telemetry requirements. 
 
Curtailment Service Providers with resources registered to participate in the Emergency Load 
Response and Pre-Emergency Load Response Programs must provide real-time operational data 
regarding the availability and status of their resources to PJM, and comply with operational 
procedures, as described in detail in the PJM Manuals.
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8.7 Verification 
 
PJM requires that the load reduction meter data be submitted to PJM within 60 days of the Load 
Management Event. If the data are not received within 60 days, no payment for participation 
shall be provided. Meter data must be provided for all hours during the day of the Load 
Management Event or the Load Management performance test, and for all hours during any 
other days as required by the Office of the Interconnection to calculate the load reduction.   
 
These data files are to be communicated to PJM either via the Load Response Program web site 
or email. Files that are emailed must be in the PJM-approved file format. Meter data will be 
forwarded to the electric distribution company upon receipt, and these parties will then have ten 
(10) bBusiness dDays to provide feedback to PJM.   
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ATTACHMENT M 
PJM MARKET MONITORING PLAN 

 
References to section numbers in this Attachment M refer to sections of this Attachment M, 
unless otherwise specified. 
 
I. OBJECTIVES 
 
The objectives of this PJM Market Monitoring Plan are to maintain an independent Market 
Monitoring Unit that will objectively monitor, investigate, evaluate and report on the PJM 
Markets, including, but not limited to, structural, design or operational flaws in the PJM Markets 
or the exercise of market power or manipulation in the PJM Markets. The Market Monitoring 
Unit shall have responsibility for implementing the Plan. In the event of any conflict between a 
provision in the Plan and a provision of the PJM Market Rules, the provision of the Plan shall 
control. 
 
II. [Reserved for Future Use]  
 
III. MARKET MONITORING UNIT 
 
 A.  Establishment:  PJM shall establish or retain a Market Monitoring Unit to 
perform the functions set forth in this Plan. 
 
 B.  Composition:  The Market Monitoring Unit shall be comprised of personnel 
having the experience and qualifications necessary to implement this Plan. In carrying out its 
responsibilities, the Market Monitoring Unit may retain such consultants, attorneys and experts 
as it deems necessary.   
 
 C. Independence:  The Market Monitoring Unit shall be independent from, and not 
subject to, the direction or supervision of any person or entity, with the exception of the PJM 
Board as specified in Section III.D, and the Commission.  No person or entity shall have the right 
to preview, screen, alter, delete, or otherwise exercise editorial control over or delay Market 
Monitoring Unit actions or investigations or the findings, conclusions, and recommendations 
developed by the Market Monitoring Unit that fall within the scope of market monitoring 
responsibilities contained in this Plan.  Nothing in this section shall be interpreted to exempt the 
Market Monitoring Unit from any applicable provision of state or federal law. 
 
 D. Role of PJM Board: 
 
  1. The PJM Board shall have the authority and responsibility:  
 

a. To review the budget of the Market Monitoring Unit, consistent 
with the budget processes and requirements set forth in Section III.E.   

 
b. To propose to terminate, retain by contract renewal or replace the 
Market Monitoring Unit, consistent with the requirements of Section III.F. 
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  2. The PJM Board and the Market Monitor shall meet and confer from time 
to time on matters relevant to the discharge of the PJM Board’s and the Market Monitoring 
Unit’s duties under this Plan. 
 
  3. Other than the matters set forth in Sections III.D.1 and D.2, the PJM 
Board shall have no responsibility for, or authority over, the Market Monitoring Unit. 
 
 E. Budget:   
 
  1. Preparation:  The Market Monitor shall prepare a budget each year of its 
expenses on an accrual basis in accordance with generally accepted accounting principles that is 
sufficient to cover the anticipated actual costs to perform the services under this Plan, including, 
but not limited to, salary and benefits, rent and utilities, interest, depreciation and other operating 
expenses.   
 
  2. Review:  The Market Monitor shall, not later than September 15, submit a 
draft budget to the Finance Committee, OPSI Advisory Committee, and PJM Board for review 
and comment.  The draft budget shall include total labor compensation, non-employee labor 
expense, current full-time employee and contractor head count, depreciation expense, interest 
expense, technology expense, other expense and capital spending, including a level of supporting 
detail consistent with that provided by PJM in its annual budget review to the Finance 
Committee.  The draft budget shall also be made available for inspection by the PJM members.  
The Finance Committee, OPSI Advisory Committee, and PJM Board shall have until October 15 
to request changes in the budget.  The Market Monitor shall consider those requests and, if they 
are not accepted by the Market Monitor, it shall provide, in writing, to the foregoing and to PJM 
members, an explanation of the reasons they are not acceptable.  If, after discussing requested 
changes with such entities, there is no remaining dispute over such requested changes, the 
mutually agreeable budget shall go into effect on January 1 of the subsequent year.   
 
  3. Commission Action:  If despite the foregoing process, there remains a 
dispute regarding the budget, PJM shall, not later than November 1, file the Market Monitor's 
proposed budget with the Commission for resolution of the dispute.   PJM shall accompany such 
filing with an explanation of the nature of the dispute and any position of the PJM Board on such 
dispute.  Any interested person may also file comments on such dispute.  The fact that PJM is 
submitting the dispute for Commission review shall not be deemed to provide the views of the 
PJM Board any special weight, nor subject them to any special burden of proof.  If the 
Commission has not taken action by December 31, the Market Monitor's proposed budget, filed 
by PJM, shall take effect, subject to any subsequent Commission order.   
 
  4. Intra-year Amendments to the Budget:  If the Market Monitor requires 
an intra-year amendment to the budget to perform its functions under the Plan, it shall provide 
the proposed amendment, the reasons for the proposed amendment and reasonable supporting 
detail to the Finance Committee, OPSI Advisory Committee and the PJM Board for review and 
comment, and if any dispute regarding such proposed amendment remains 30 days thereafter, 
PJM shall file the proposed budget amendment with the Commission for resolution of the 
dispute.  The proposed budget amendment and supporting explanation shall also be made 
available for inspection by the PJM members.  
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  5. Rates:  The Market Monitor’s approved budget shall be collected pursuant 
to Schedule 9-MMU of the PJM Tariff. 
 
 F. Term and Termination:  
 
  1. Term:  Upon the effective date of this revised Attachment M, there shall 
be a contract between PJM and the Market Monitoring Unit that has an initial term of six (6) 
years.  Upon the expiration of that initial six (6) year term, the contract may be renewed for 
subsequent term(s) of three (3) years if both parties agree.  If the PJM Board does not agree to 
renew the contract at the end of its term, it may propose to terminate the contract pursuant to the 
standards and processes set forth below. 
 
  2. Standards for Proposed Termination:   
 

a. Termination During Contract Term.  During the term of any 
contract with the Market Monitoring Unit, the PJM Board may propose to 
terminate the contract as follows: 

 
(1) During the first three (3) years following the effective date 
of this revised Attachment M, the PJM Board may propose to 
terminate the contract with the Market Monitoring Unit upon a 
determination of willful misconduct or gross negligence by the 
Market Monitoring Unit. 

 
(2) Following the expiration of this initial three (3) year period, 
the PJM Board may, during the term of any contract with the 
Market Monitoring Unit (or any successor Market Monitoring 
Unit), propose to terminate the contract with the Market 
Monitoring Unit upon a determination that the Market Monitoring 
Unit has not adequately performed its functions set forth in this 
Plan. 

 
b. Termination at End of Contract Term.  At the end of the term of 
any contract with the Market Monitoring Unit, the PJM Board may 
propose to terminate the contract with the Market Monitoring Unit (or any 
successor Market Monitoring Unit) (1) upon a determination that the 
Market Monitoring Unit has not adequately performed the functions set 
forth in this Plan, or (2) pursuant to an open, nondiscriminatory and 
transparent request for proposals. 

 
 3. Process for Proposed Termination and Replacement:   

 
a. Notice.  If the PJM Board proposes to terminate the contract with 
the Market Monitoring Unit pursuant to the standards set forth in Section 
III.F.2, it shall provide one hundred twenty (120) days prior notice to the 
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Market Monitoring Unit, the OPSI Advisory Committee, MMU Advisory 
Committee and the PJM members.   

 
b. Contents of Notice.  The notice shall include the following 
information: 

 
(1) If the PJM Board proposes to terminate the contract with 
the Market Monitoring Unit based on willful misconduct or gross 
negligence, it shall set forth in detail the conduct that supports such 
determination and shall propose an open and transparent process 
(such as a request for proposals) for selecting a new Market 
Monitoring Unit.   
 
(2) If the PJM Board proposes to terminate the contract with 
the Market Monitoring Unit because it has not adequately 
performed its functions under this Plan, it shall set forth in detail 
the performance deficiencies that support that determination and 
shall propose an open and transparent process (such as a request 
for proposals) for selecting a new Market Monitoring Unit.   
 
(3) If the PJM Board proposes to conduct a request for 
proposals to determine whether to replace the Market Monitoring 
Unit at the end of a contract term, it shall propose an open, 
nondiscriminatory and transparent request for proposals and shall 
allow the existing Market Monitoring Unit to submit a bid or 
proposal in that process.  Any such notice shall set forth in detail 
the criteria applicable to such request for proposals.  Such criteria 
shall be subject to comment as provided in Section III.F.3.c and 
subject to approval by the Commission.   

 
c. Comments on the Notice.  Within forty-five (45) days of any such 
notice, the Market Monitoring Unit, the OPSI Advisory Committee, MMU 
Advisory Committee, any PJM member or any stakeholder may provide 
advice or comment to the PJM Board regarding the proposed termination 
and/or the proposed process for selecting a new Market Monitoring Unit.  
The PJM Board shall take such advice or comment into account in 
reaching a final determination as to whether to propose to terminate the 
contract with the Market Monitoring Unit and, if so, the process for 
selecting a new Market Monitoring Unit. 

 
d. FERC Filing.  Upon the expiration of the one hundred twenty 
(120) day prior notice period, the PJM Board may, after considering the 
advice and comment provided pursuant to Section III.F.3.c, propose in a 
filing to FERC that the contract with the Market Monitoring Unit be 
terminated.  Any such proposal shall include a detailed explanation of the 
reasons therefor, including an explanation of why the standards set forth in 
Section III.F.2 have been satisfied, and an open, nondiscriminatory and 
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transparent process for selecting a new Market Monitoring Unit.  The 
Market Monitoring Unit, OPSI Advisory Committee and any interested 
stakeholder may submit to FERC such comments, protests or other 
documents and advice as appropriate on such filing. 

 
e. Termination.  The contract with the Market Monitoring Unit shall 
not be terminated until (1) FERC has reviewed a termination proposal by 
the PJM Board and any comments or protests submitted by interested 
parties thereon (including the OPSI Advisory Committee), (2) FERC has 
made a finding that the PJM Board has demonstrated that termination is 
justified pursuant to the standards set forth in Section III.F.2 above, (3) 
FERC has approved a process for selecting a new Market Monitoring 
Unit, and (4) a new Market Monitoring Unit has been selected pursuant to 
such FERC-approved process.   

 
 G. OPSI Advisory Committee:  There shall be an OPSI Advisory Committee 
comprised of five (5) representatives appointed by the Organization of PJM States, Inc.  The 
OPSI Advisory Committee shall meet with the Market Monitoring Unit on a regular basis and as 
otherwise necessary to receive and discuss information relevant to this Plan.  In addition to the 
specific responsibilities regarding budget and termination set forth in Sections III.E and III.F, the 
OPSI Advisory Committee may provide advice to the Commission, Market Monitor, the PJM 
Board, stakeholder committees, and stakeholder working groups regarding any matter 
concerning the Market Monitor, Market Monitoring Unit or Market Monitoring Plan.  Any 
formal advice shall be in writing and, subject to confidentiality provisions, shall be made 
publicly available. 
 
 H. Market Monitoring Unit Advisory Committee:  There shall be an MMU 
Advisory Committee, chaired by the Market Monitor, that is open to all stakeholders and 
representatives of Authorized Government Agencies.  The MMU Advisory Committee shall act 
as a liaison between stakeholders and the MMU and shall provide advice from time to time on 
matters relevant to the MMU's responsibilities under this Plan.  The MMU Advisory Committee 
shall have no authority to direct, supervise, review, or otherwise interfere with the functions of 
the MMU under this Plan, nor any authority to terminate or propose to terminate the Market 
Monitor. 
 
 I. PJM Liaison:  PJM may appoint an employee to act as liaison with the Market 
Monitoring Unit.  The function of the liaison will be to facilitate communications between PJM 
employees and the Market Monitoring Unit, as defined in Section V.E.   
 
IV. MARKET MONITORING UNIT FUNCTIONS AND RESPONSIBILITIES 
 
 A. General:  The Market Monitoring Unit shall objectively monitor the 
competitiveness of PJM Markets, investigate violations of FERC or PJM Market Rules, 
recommend changes to PJM Market Rules, prepare reports for the Authorized Government 
Agencies and take such other actions as are specified in this Plan. 
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 B. Monitored Activities:  The Market Monitoring Unit shall be responsible for 
monitoring the following: 
 
  1. Compliance with the PJM Market Rules. 
 
  2. Actual or potential design flaws in the PJM Market Rules.  
 
  3. Structural problems in the PJM Markets that may inhibit a robust and 
competitive market. 
 
  4. The potential for a Market Participant to exercise market power or violate 
any of the PJM or FERC Market Rules or the actual exercise of market power or violation of the 
PJM or FERC Market Rules. 
 
  5. PJM’s implementation of the PJM Market Rules or operation of the PJM 
Markets, as further set forth in Section IV.C. 
  
  6. Such matters as are necessary to prepare the reports set forth in Section 
VI. 
 
 C. Monitoring of PJM:  The Market Monitoring Unit shall monitor PJM's 
implementation of the PJM Market Rules and operation of the PJM Markets.  If the Market 
Monitoring Unit disagrees with the implementation of the PJM Market Rules or the operation of 
the PJM Markets, the Market Monitoring Unit may so advise PJM. Excepting matters governed 
by Section IV.I, if the disagreement cannot be resolved informally, the Market Monitoring Unit 
may inform the Commission, Authorized Government Agencies, or the PJM members.  The 
Market Monitoring Unit shall have no authority to direct PJM to modify its operation of the PJM 
Markets or implementation of the PJM Market Rules. 
 
 C-1. Monitoring of ITCs: The Market Monitoring Unit shall monitor the services 
provided by the independent transmission companies (ITCs), and the ITC-PJM relationship, to 
detect any problems that may inhibit a robust and competitive market.  Transactions utilizing the 
ITC Transmission Facilities shall be subject to the authority of the Market Monitoring Unit on 
the same basis as transactions involving any other Market Participant using other portions of the 
Transmission System. This provision is also found in Section 12.1 of Attachment U of the PJM 
Tariff. 
 
 D. Monitoring of PJM Market Rules, PJM Tariff and Market Design:  PJM is 
responsible for proposing for approval by the Commission, consistent with tariff procedures and 
applicable law, changes to the PJM Market Rules, PJM Tariff and design of the PJM Markets.  
The Market Monitoring Unit shall evaluate and monitor existing and proposed PJM Market 
Rules, PJM Tariff provisions, and the design of the PJM Markets.  However, if the Market 
Monitoring Unit detects a design flaw or other problem with the PJM Markets, the Market 
Monitoring Unit shall not effectuate its proposed market design since that is the responsibility of 
the Office of the Interconnection.  The Market Monitoring Unit may initiate and propose, 
through the appropriate stakeholder processes, changes to the design of such markets, as well as 
changes to the PJM Market Rules and PJM Tariff.  In support of this function, the Market 
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Monitoring Unit may engage in discussions with stakeholders, State Commissions, PJM 
Management, or the PJM Board; participate in PJM stakeholder meetings or working groups 
regarding market design matters; publish proposals, reports or studies on such market design 
issues; and make filings with the Commission on market design issues.   The Market Monitoring 
Unit may also recommend changes to the PJM Market Rules and PJM Tariff provisions to the 
staff of the Commission’s Office of Energy Market Regulation, State Commissions, and the PJM 
Board.  
 

D-1. Market Monitoring Unit Compliance Review:  The Market Monitoring Unit 
shall monitor compliance with PJM Market Rules and shall take action on compliance issues. 
The Market Monitoring Unit has the exclusive authority to perform the functions set forth in 
Attachment M and the Attachment M-Appendix.  If the Market Monitoring Unit detects a 
Market Violation involving potential misconduct, it shall, if the applicable criteria are met, refer 
the matter in accordance with Section IV.I of Attachment M. If the Market Monitoring Unit 
detects a compliance issue and determines that there is an issue about the proper and lawful 
application of a rule, and the Market Monitoring Unit makes a preliminary determination that no 
misconduct is evident and the issue involves a difference about the appropriate calculation of the 
level of an input, the Market Monitoring Unit may file a petition or initiate other regulatory 
proceedings addressing the issue. The Market Monitoring Unit may, where it deems appropriate, 
submit a confidential Referral and initiate a public regulatory proceeding concerning the same 
underlying matter. 
 
 E.  Mitigation: The Market Monitoring Unit may, consistent with the PJM Market 
Rules, recommend to PJM that it take specific mitigation action that PJM is authorized to take 
under the PJM Market Rules to address market behavior or conditions. The Market Monitoring 
Unit shall not, however, have authority to require modification of PJM operational decisions, 
including dispatch instructions. If PJM does not accept the Market Monitoring Unit’s 
recommendations regarding mitigation actions, the Market Monitoring Unit may report its 
mitigation recommendation to the Authorized Government Agencies, Commission staff, State 
Commissions or the PJM members, as the Market Monitoring Unit deems appropriate.  Nothing 
in this Plan shall be deemed to supersede any authority the Market Monitoring Unit may have 
under the PJM Market Rules, nor shall anything in this Plan preclude any person or entity from 
seeking to modify such authority in a filing with the Commission.   
 

E-1. Market Monitoring Unit Market Power Review:  Determinations about market 
power are the responsibility of the Market Monitoring Unit under Attachment M and Attachment 
M - Appendix. The Market Monitoring Unit shall review all proposed sell offers for a 
determination of whether they raise market power concerns. The Market Monitoring Unit shall 
determine whether the level of offer or cost inputs raises market power concerns. The 
Attachment M–Appendix sets forth the Market Monitoring Unit’s role in evaluating these offer 
or cost inputs.  The Market Monitoring Unit and market participants shall, in accordance with the 
applicable procedures and as set forth elsewhere in the Tariff, attempt to come to agreement 
about the level or value of offers or cost inputs.  The Market Monitoring Unit shall make a 
determination about whether offer or cost inputs or a decision not to offer a committed resource 
is physical or economic withholding or otherwise involves a potential exercise of market power. 
In the event that a market participant determines to use an offer or cost input at a level or value 
that the Market Monitoring Unit has found to involve a potential exercise of market power, the 
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Market Monitoring Unit may file a petition or initiate other regulatory proceedings addressing 
the issue. If the potential exercise of market power is related to a Sell Offer submitted in an RPM 
Auction, the Market Monitoring Unit may file a complaint with the Commission addressing the 
issue. If, at the time of filing, market prices that have been settled and posted could be impacted 
by the subject of the complaint, the Market Monitoring Unit shall refrain from requesting relief 
from the Commission that would upset such market prices and shall limit the requested relief to 
appropriate restitution and/or penalties from the implicated market participant or participants. 
 
 F. Studies or Reports for State Commissions:  Upon request in writing by the 
OPSI Advisory Committee, the Market Monitoring Unit may, in its discretion, provide such 
studies or reports on wholesale market issues, including wholesale market transactions occurring 
under a state-administered auction process, as may affect one or more states within the PJM area.  
Any such request for such a study or report, as well as any resulting study or report, shall be 
made simultaneously available to the public, with simultaneous notice to PJM members, subject 
to the protection of confidential information.   
 
 G. Participation in Stakeholder Processes:  The Market Monitoring Unit may, as it 
deems appropriate or necessary to perform its functions under this Plan, participate (consistent 
with the rules applicable to all PJM stakeholders) in stakeholder working groups, committees or 
other PJM stakeholder processes. 
 
 H. Reports of Wrongdoing to State Commissions:  If during the ordinary course of 
its activities the Market Monitoring Unit discovers evidence of wrongdoing (other than minor 
misconduct) that the Market Monitor reasonably believes to be within a State Commission's 
jurisdiction, the Market Monitoring Unit shall report such information to the State 
Commission(s).  
 
 I. Referrals to the Commission 
 
  1. Required Notice and Referral to Commission of Suspected Market 
Violations:  Immediately upon determining that it has identified a significant market problem or 
a potential Market Violation by a Market Participant or PJM that may require (a) further inquiry 
by the Market Monitoring Unit, (b) Referral for investigation by the Commission and/or (c) 
action by the Commission, the Market Monitoring Unit shall notify the Commission’s Office of 
Enforcement (or any successor), either orally or in writing.  Nothing in this Section IV.I.1 shall 
limit the ability of the Market Monitoring Unit to engage in discussions with any such Market 
Participant as provided in Section IV.J.1. 
 
In addition to the notification requirement above, where the Market Monitoring Unit has reason 
to believe, based on sufficient credible information, that the behavior of a Market Participant or 
PJM may require investigation, including but not limited to suspected Market Violations, the 
Market Monitoring Unit will refer the matter to the Commission’s Office of Enforcement (or any 
successor) in the manner described below.   
 
Such a Referral shall be in writing, non-public, addressed to the Commission’s Director of the 
Office of Enforcement, with a copy directed to the Commission’s Director of the Office of 
Energy Market Regulation and the General Counsel,  and should include, but need not be limited 
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to, the following sufficient credible information to warrant further investigation by the 
Commission: 
 
  a. The name(s) of and, if possible, the contact information for, the Market 
Participants that allegedly took the action(s) that constitute that alleged Market Violation(s); 
 
  b. The date(s) or time period during which the alleged Market Violation(s) 
occurred and whether the alleged wrongful conduct is ongoing; 
 
  c. The specific rule, regulation, and/or tariff provision(s) that were allegedly 
violated or the nature of any inappropriate dispatch that may have occurred; 
 
  d. The specific act(s) or conduct that allegedly constituted the Market 
Violation; 
 
  e. The consequences to the market resulting from the act(s) or conduct, 
including, if known, an estimate of economic impact on the market;  
 
  f. If the Market Monitoring Unit believes that the act(s) or conduct 
constituted a violation of the anti-manipulation rule of 18 C.F.R. § 1c.2, a description of the 
alleged manipulative effect on market prices, market conditions, or market rules; and 
 
  g. Any other information that the Market Monitoring Unit believes is 
relevant and may be helpful to the Commission. 
 
 The Referral may be transmitted to the Commission electronically, by fax, by mail or by 
courier.  The Market Monitoring Unit may also provide the Commission with oral notice of the 
alleged Market Violation in advance of the submission of a written, non-public Referral.  
Following the submission of such a Referral, the Market Monitoring Unit will continue to inform 
the Commission staff of any information relating to the Referral that it discovers within the 
scope of its regular monitoring function, but it shall desist from, and not independently undertake 
any investigative steps regarding, the alleged Market Violation or Referral except at the express 
direction of the Commission or Commission staff.  The Market Monitoring Unit must also 
respond to requests of the Commission for additional information in connection with the alleged 
Market Violation that it has referred.  The Market Monitoring Unit is not precluded from 
continuing to monitor for any repeated instances of the activity in question by the same or other 
Market Participants, which activity would constitute new Market Violations. 
 
 The foregoing notwithstanding, a clear, objectively identifiable violation of the following 
PJM Market Rules, which provide for an explicit remedy that has been accepted by the 
Commission and can be administered by PJM, shall not be subject to the provisions of this 
Section IV.I.1:   
 

a. Default in obligations to the Office of the Interconnection by a Market Participant 
in violation of Section 1.7.10(a)(v) of Attachment K – Appendix of the PJM Tariff. 
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b. Default in obligations to the Office of the Interconnection by a Market Participant 
in violation of Section 1.7.19B(e) of Attachment K – Appendix of the PJM Tariff. 

 
c. Failure of a Capacity Market Seller or Locational UCAP Seller to obtain 

replacement Unforced Capacity to the extent a Generation Capacity Resource that it committed 
for a Delivery Year is unavailable due to a planned or maintenance outage that occurs during the 
Peak Season without approval of the Office of the Interconnection, in violation of Section 9(b) of 
Attachment DD of the PJM Tariff. 

 
d. Failure of an Electric Distributor to maintain the required underfrequency relays 

in violation of Schedule 7, Section 2 of the PJM Operating Agreement. 
 

e. Failure to submit data to the Office of the Interconnection in conformance with 
Schedule 11 (Data Submittals) of the Reliability Assurance Agreement. 

 
f.     Failure of Black Start Units to fulfill their commitment to provide Black Start 

Service under Schedule 6A the PJM Tariff. 
 
2. Required Referral to Commission of Perceived Market Design Flaws and 
Recommended Tariff Changes:   
 
The Market Monitoring Unit is to make a Referral to the Commission in all instances where the 
Market Monitoring Unit has reason to believe market design flaws exist that it believes could 
effectively be remedied by rule or PJM Tariff changes. The Market Monitoring Unit must limit 
distribution of its identifications and recommendations to PJM and to the Commission in the 
event it believes broader dissemination could lead to exploitation, with an explanation of why 
further dissemination should be avoided at that time. 
 
All Referrals to the Commission relating to perceived market design flaws and recommended 
PJM Tariff changes related thereto are to be in writing, whether transmitted electronically, by 
fax, mail, or courier.  The Market Monitoring Unit may alert the Commission orally in advance 
of the written Referral. 
 
The Referral should be addressed to the Commission’s Director of the Office of Energy Market 
Regulation, with copies directed to both the Director of the Office of Enforcement and the 
General Counsel. 
 
The Referral must include, but need not be limited to, the following information: 
 
 a. A detailed narrative describing the perceived market design flaw[s]; 
 
 b. The consequences of the perceived market design flaws, including, if known, an 
estimate of economic impact on the market; 
 
 c. The rule or PJM Tariff revisions that the Market Monitoring Unit believes could 
remedy the perceived market design flaw; and 
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 d. Any other information the Market Monitoring Unit believes is relevant and may 
be helpful to the Commission. 
 
Following a Referral to the Commission, the Market Monitoring Unit must continue to notify 
and inform the Commission of any additional information regarding the perceived market design 
flaw, its effects on the market, any additional or modified observations concerning the rule or 
PJM Tariff changes that could remedy the perceived design flaw.  The Market Monitoring Unit 
must also notify and inform the Commission of any recommendations made by the Market 
Monitoring Unit to PJM, stakeholders, Market Participants or State Commissions regarding the 
perceived design flaw, and any actions taken by PJM regarding the perceived design flaw. 
 
 J. Additional Market Monitoring Unit Authority:  In addition to notifications and 
Referrals under Sections IV.I.1 and IV.I.2, respectively, the Market Monitoring Unit shall have 
the additional authority described in this section, as follows:   
 
  1. Engage in discussions regarding issues relating to the PJM Market Rules 
or FERC Market Rules, in order to understand such issues and to attempt to resolve informally 
such issues or other issues. 
 
  2. Excepting matters governed by Section IV.I, file reports and make 
appropriate regulatory filings with Authorized Government Agencies to address design flaws, 
structural problems, compliance, market power, or other issues, and seek such appropriate action 
or make such recommendations as the Market Monitoring Unit shall deem appropriate. The 
Market Monitoring Unit shall make such filings or reports publicly available and provide 
simultaneous notice of the existence of reports to the PJM members and PJM, subject to 
protection of confidential information. 
 
  3. Consult with Authorized Government Agencies concerning the need for 
specific investigations or monitoring activities. 
 
  4. Consider and evaluate a broad range of additional enforcement 
mechanisms that may be necessary to assure compliance with the PJM Market Rules.  As part of 
this evaluation process, the Market Monitoring Unit shall consult with Authorized Government 
Agencies and other interested parties. 
 
  5. Report directly to the Commission staff on any matter. 
 
 K. Confidentiality:   
 
  1. All discussions between the Market Monitoring Unit and Market 
Participants concerning the informal resolution of compliance issues initially shall remain 
confidential, subject to the provisions in subsection IV.K.3. 
 
  2. Except as provided in subsection IV.K.3, in exercising its authority to 
make Referrals, the Market Monitoring Unit shall observe the confidentiality provisions of the 
PJM Operating Agreement and Attachment M - Appendix. 
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  3. Notwithstanding anything to the contrary in this Plan or the PJM 
Operating Agreement and Attachment M - Appendix, the Market Monitoring Unit:  (a) may 
disclose any information to the Commission in connection with the reporting required under 
Sections IV.I.1 and IV.I.2 of this Plan, provided that any written submission to the Commission 
that includes information that is confidential under the PJM Operating Agreement or Attachment 
M - Appendix shall be accompanied by a request that the information be maintained as 
confidential, and (b) may make reports or other regulatory filings pursuant to Section IV.J or V 
of this Plan if accompanied by a request that information that is confidential under the PJM 
Operating Agreement or Attachment M - Appendix be maintained as confidential. 
 
V. INFORMATION AND DATA  
 
 A. Primary Information Sources:  The Market Monitoring Unit shall rely primarily 
upon data and information that are customarily gathered in the normal course of business of PJM 
and such publicly available data and information that may be helpful to accomplish the 
objectives of the Plan, including, but not limited to, (1) information gathered or generated by 
PJM in connection with its scheduling and dispatch functions, its operation of the transmission 
grid in the PJM Region or its determination of Locational Marginal Prices, (2) information 
required to be provided to PJM in accordance with the PJM Market Rules and (3) any other 
information that is generated by, provided to, or in the possession of PJM.  The foregoing 
information shall be provided to the Market Monitoring Unit as soon as practicable, including, 
but not limited to, real-time access to scheduling, dispatch and other operational data. 
 
 B. Other Information Requests:  If other information is required from a Market 
Participant, the Market Monitoring Unit shall comply with the following procedures: 
 
  1. Request for Additional Data:  If the Market Monitoring Unit determines 
that additional information is required to accomplish the objectives of the Plan, the Market 
Monitoring Unit may make reasonable requests of the entities possessing such information to 
provide the information.  Any such request for additional information will be accompanied by an 
explanation of the need for the information and the Market Monitoring Unit’s inability to acquire 
the information from alternate sources. 
 
  2. Failure to Comply with Request:  The information request recipient 
shall provide the Market Monitoring Unit with all information that is reasonably requested.  If an 
information request recipient does not provide requested information within a reasonable time, 
the Market Monitoring Unit may initiate such regulatory or judicial proceedings to compel the 
production of such information as may be available and deemed appropriate by the Market 
Monitoring Unit, including petitioning the Commission for an order that the information is 
necessary and directing its production.  An information request recipient shall have the right to 
respond to any such petitions and participate in the proceedings thereon. 
 
  3. Information Concerning Possible Undue Preference:  Notwithstanding 
subsection V.B.1, if the Market Monitoring Unit requests information relating to possible undue 
preference between Transmission Owners and their affiliates, Transmission Owners and their 
affiliates must provide requested information to the Market Monitoring Unit within a reasonable 
time, as specified by the Market Monitoring Unit; provided, however, that an information request 
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recipient may petition the Commission for an order limiting all or part of the information request, 
in which event the Commission’s order on the petition shall determine the extent of the 
information request recipient’s obligation to comply with the disputed portion of the information 
request. 
 
  4. Confidentiality:  Except as provided in Section IV.K.3 of this Plan, the 
Market Monitoring Unit shall observe the confidentiality provisions of the PJM Operating 
Agreement and Attachment M - Appendix with respect to information provided under this 
section if an entity providing the information designates it as confidential. 
 
 C. Complaints:  Any Market Participant or other interested entity may at any time 
submit information to the Market Monitoring Unit concerning any matter relevant to the Market 
Monitoring Unit’s responsibilities under the Plan, or may request the Market Monitoring Unit to 
make inquiry or take any action contemplated by the Plan.  Such submissions or requests may be 
made on a confidential basis.  The Market Monitoring Unit may request further information from 
such Market Participant or other entity and make such inquiry as the Market Monitoring Unit 
considers appropriate.  The Market Monitoring Unit shall not be required to act with respect to 
any specific complaint unless the Market Monitoring Unit determines action to be warranted. 
 
 D. Collection and Availability of Information:  The Market Monitoring Unit shall 
regularly collect and maintain under its sole control the information that it deems necessary for 
implementing the Plan. A Market Participant shall have sole responsibility to make available to 
the Market Monitoring Unit any information that the Market Monitoring Unit deems reasonably 
necessary to document, verify or investigate a claim or request by such Market Participant. All 
load reduction data are subject to audit by the Market Monitoring Unit. The Market Monitoring 
Unit shall make publicly available a detailed description of the categories of data collected by the 
Market Monitoring Unit.  To the extent it deems appropriate and upon specific request, the 
Market Monitoring Unit may release other data to the public, consistent with the obligations of 
the Market Monitoring Unit and PJM to protect confidential, proprietary, or commercially 
sensitive information as provided in Attachment M - Appendix and the PJM Operating 
Agreement. 
 
 E. Access to Personnel and Facilities:  The Market Monitoring Unit shall have 
access to PJM personnel and facilities as necessary to perform the functions set forth in this Plan.  
If the Market Monitoring Unit seeks data or other information from PJM personnel, it may 
contact the appropriate personnel that may be in possession of such data or information.  If the 
Market Monitoring Unit seeks a formal opinion or position on a matter from PJM, it shall contact 
the PJM Liaison or appropriate senior management official to provide such opinion or position. 
 
 F. Market Monitoring Indices:  The Market Monitoring Unit shall develop, and 
shall refine on the basis of experience, indices or other standards to evaluate the information that 
it collects and maintains.  Prior to using any such index or standard, the Market Monitoring Unit 
shall provide PJM members, Authorized Government Agencies, and other interested parties an 
opportunity to comment on the appropriateness of such index or standard.  Following such 
opportunity for comments, the decision to use any index or standard shall be solely that of the 
Market Monitoring Unit. 
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 G. Evaluation of Information:  The Market Monitoring Unit shall evaluate, and 
shall refine on the basis of experience, the information it collects and maintains, or that it 
receives from other sources, regarding the operation of the PJM Markets or other matters 
relevant to the Plan.  As so evaluated, such information shall provide the basis for reports or 
other actions of the Market Monitoring Unit under this Plan. 
 
VI. REPORTS 
 
 A. Reports:  The Market Monitoring Unit shall prepare and submit 
contemporaneously to the Commission, the State Commissions, the PJM Board, PJM 
Management and to the PJM Members Committee, annual state-of-the-market reports on the 
state of competition within, and the efficiency of, the PJM Markets, and quarterly reports that 
update selected portions of the annual report and which may focus on certain topics of particular 
interest to the Market Monitoring Unit. The quarterly reports shall not be as extensive as the 
annual reports. In its annual, quarterly and other reports, the Market Monitoring Unit may make 
recommendations regarding any matter within its purview.  The annual reports shall, and the 
quarterly reports may, address, among other things, the extent to which prices in the PJM 
Markets reflect competitive outcomes, the structural competitiveness of the PJM Markets, the 
effectiveness of bid mitigation rules, and the effectiveness of the PJM Markets in signaling 
infrastructure investment.  These annual reports shall, and the quarterly reports may include 
recommendations as to whether changes to the Market Monitoring Unit or the Plan are required.  
In addition, the Market Monitoring Unit shall provide to the PJM Board, in a timely manner, 
copies of any reports submitted to Authorized Government Agencies pursuant to Section VI.B.  
The Market Monitoring Unit may from time-to-time prepare and submit additional reports to the 
Commission, the PJM Board and PJM Members Committee as the Market Monitoring Unit may 
deem appropriate in the discharge of its responsibilities under the Plan. 
 
 B. Reports to Authorized Government Agencies:  The Market Monitoring Unit 
shall contemporaneously submit to the Authorized Government Agencies the reports provided to 
the PJM Board pursuant to Section VI.A.  Subject to applicable law and regulation and any other 
applicable provisions of the PJM Operating Agreement or PJM Tariff, the Market Monitoring 
Unit shall, to the extent practicable, respond to reasonable requests by Authorized Government 
Agencies other than the Commission for reports, subject to protection of confidential, proprietary 
and commercially sensitive information, the protection of the confidentiality of ongoing inquiries 
and monitoring activities, and the availability of resources. 
 
 C. Public Reports:  The Market Monitoring Unit shall prepare a detailed public 
annual report about the Market Monitoring Unit’s activities, subject to protection of confidential, 
proprietary, and commercially sensitive information and the protection of the confidentiality of 
ongoing investigations and monitoring activities.  The Market Monitoring Unit may, instead of 
filing a separate report, include the referenced material in a report filed pursuant to Section VI.A 
hereof. 
 
 D. State Commission Tailored Requests for Information:  Subject to the 
confidentiality restrictions of Attachment M – Appendix, Section I.D. of the PJM Tariff and 
Section 18.17.4 of the PJM Operating Agreement, the Market Monitoring Unit may provide, at 
its discretion, information regarding general market trends and the performance of the PJM 
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Markets in response to a State Commission’s tailored request for information unless the 
requested information is designed to aid state enforcement actions or impinges upon the 
confidentiality rules of the Federal Energy Regulatory Commission with regard to Referrals.   
 
The Market Monitoring Unit shall provide to any Market Participant whose information has been 
requested, or who may be affected by the release of the requested information, written notice, 
which shall include electronic communication, of a State Commission’s tailored request for 
information as soon as possible, but not later than two (2) bBusiness dDays after the receipt of 
the request.  If the request for tailored information seeks to obtain Confidential Information, the 
requirements and limitations of Section I.D. of Attachment M – Appendix shall apply.  If the 
request for tailored information seeks to obtain information that is not Confidential Information, 
if the Market Participant whose information has been requested or who may be affected by the 
release of the requested information objects to the request or any portion thereof, it shall be given 
the opportunity to contest the request and to provide a contextual explanation to supplement the 
information produced by the Market Monitoring Unit so long as the providing of the contextual 
explanation does not unduly delay the release of the information to the State Commission.  To 
register its objection, the Market Participant must request, in writing, within four (4) bBusiness 
dDays following the Market Monitoring Unit’s receipt of the request, a conference with the State 
Commission to resolve differences concerning the scope or timing of the tailored request for 
information; provided, however, nothing herein shall require the State Commission to participate 
in any conference. Any party to the conference may seek assistance from FERC staff in 
resolution of the dispute or terminate the conference process at any time. Should such conference 
be refused or terminated by any participant or should such conference not resolve the dispute, 
then the Market Participant whose information has been requested or who may be affected by the 
release of the requested information, may file a complaint with the FERC pursuant to Rule 206 
objecting to the request for tailored information within ten (10) bBusiness dDays following 
receipt of written notice from any conference participant terminating such conference. Any 
complaints filed at the FERC objecting to a particular request for tailored information shall be 
designated by the party as a “fast track” complaint and each party shall bear its own costs in 
connection with such FERC proceeding.  
 
If no complaint challenging the request for tailored information is filed within the ten (10) 
bBusiness dDay period defined above, the Market Monitoring Unit shall utilize its best efforts to 
respond to the request for tailored information promptly. If a complaint is filed, and the 
Commission does not act on that complaint within ninety (90) days, the complaint shall be 
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the request 
for tailored information promptly. Notwithstanding the foregoing, if the Market Monitoring Unit 
determines, in its discretion, that responding to the State Commission’s request for tailored 
information is unreasonably burdensome and/or will interfere with the Market Monitoring Unit’s 
ability to carry out its core functions based on time and resource availability of its staff, the 
Market Monitoring Unit may decline such a request.   
 
 E. IMM Staff Availability:  The Market Monitoring Unit shall make one or more 
staff members available for regular conference calls, which may be attended telephonically or in 
person, by FERC Commission staff, State Commission staff, representatives of PJM, and Market 
Participants.  
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VII. AUDIT 
 
The Market Monitoring Unit shall annually (a) document, and advise PJM of, Market 
Monitoring Unit’s actual expenses for the prior year by no later than March 15, and provide a 
copy of such documentation to the Finance Committee, and (b) provide audited financial 
statements of the Market Monitoring Unit of revenues and expenses related solely to the services 
provided to PJM, audited by a nationally recognized independent third party auditor selected by 
the Market Monitor, by no later than May 15.  The audit report shall include, but not be limited 
to, a review of whether MMU expenditures were for purposes consistent with the functions set 
forth in this Plan and shall include documentation at a level of supporting detail consistent with 
that required in Section III.E above. The audit report shall be provided to the PJM Board, 
Finance Committee, Market Monitoring Unit, OPSI, OPSI Advisory Committee, PJM and PJM 
members subject to the protection of confidential information.  The requirement that the Market 
Monitoring  Unit annually document and advise PJM of its expenses for the prior year is also 
found in subsection (e) of Schedule 9-MMU. 
 
VIII. LIMITATION OF LIABILITY 
 
Any liability of PJM arising under or in relation to this Plan shall be subject to this Section VIII.  
The PJM Entities shall not be liable to any Market Participant, any party to the PJM Operating 
Agreement, any customer under the PJM Tariff, or any other person subject to this Plan in 
respect of any matter described in or contemplated by this Plan, as the same may be amended or 
supplemented from time to time, including but not limited to liability for any financial loss, loss 
of economic advantage, opportunity cost, or actual or consequential damages of any kind 
resulting from or attributable to any act or omission of any of the PJM Entities under this Plan.  
Neither the OPSI Advisory Committee nor any State Commission (including commissioners and 
staff persons) shall be liable to any person under this Plan for any financial loss, loss of 
economic advantage, opportunity cost, or actual or consequential damages associated with 
performing any of its functions or duties under this Plan. 
 
IX. ALTERNATIVE DISPUTE RESOLUTION 
 
Notwithstanding any provision of the PJM Tariff or the PJM Operating Agreement, PJM and the 
Market Monitoring Unit shall not be required to use the dispute resolution procedures in the PJM 
Tariff or the PJM Operating Agreement in carrying out its duties and responsibilities under this 
Plan.  However, nothing herein shall prevent PJM or any other person from requesting the use of 
the dispute resolution procedure set forth in the PJM Tariff or the PJM Operating Agreement, as 
applicable. 
 
X. EFFECTIVE DATE 
 
This Plan shall be effective as of August 1, 2008. 
 
XI. CODE OF ETHICS 
 
The Market Monitoring Unit and its employees, as applicable, shall adhere to the following Code 
of Ethics, which is reproduced from Section 17 of PJM Rate Schedule No. 46, Market 
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Monitoring Services Agreement By And Between PJM Interconnection, L.L.C. And Monitoring 
Analytics, LLC entered into on December 18, 2007, and filed with the Commission to comply 
with order of the Federal Energy Regulatory Commission, Docket Nos. EL07-56 and EL07-58 et 
al., issued March 21, 2008, 122 FERC ¶ 61,257. 
 
 A. Conflicts of Interest: 
 

1. The Market Monitoring Unit will use its best efforts to assure that all of its 
employees comply with this Code of Ethics and shall take appropriate disciplinary actions 
against employees who violate the policy. 

 
2. The Market Monitoring Unit and its employees assisting on market 

monitoring matters for PJM, and their spouses and dependent children, may not have a direct 
equity or other financial interest in a Market Participant or in a parent, subsidiary, or affiliate of a 
Market Participant. (The term “direct” is meant to exclude investments such as mutual funds in 
which a person has no direct control, with the exception of sector-specific mutual funds.) 

 
3. The Market Monitoring Unit and its employees assisting on market 

monitoring matters for PJM, may not undertake a matter for a third party where such 
representation would require disclosure of market-sensitive or proprietary information of PJM. 
 
 B. Prohibited Engagements and Conduct by the Market Monitoring Unit:  
 

1. Neither the Market Monitoring Unit nor its employees will be engaged to 
provide advice to, or undertake a matter for or on behalf of, any entity on any entity’s 
participation in the PJM Markets, except as otherwise authorized under subparagraphs 3 and 5 
below. 

 
2. Neither the Market Monitoring Unit nor its employees will be engaged by 

any entity in any litigation, open regulatory docket, alternative dispute resolution procedure, or 
arbitration with PJM, except as otherwise authorized under subparagraphs 3 and 5 below.  

 
3. Neither the Market Monitoring Unit nor its employees will be engaged to 

appear on behalf of or against any entity before a state regulatory commission within the PJM 
Region in any new engagement in the electricity business except as authorized under the PJM 
Tariff, as requested by a state regulatory commission, or as otherwise required by law.  

 
4. Neither the Market Monitoring Unit nor its employees shall accept any 

engagement by any market participant outside of the PJM Region that would require the Market 
Monitoring Unit to take a position adverse to any PJM member or inconsistent with any position 
taken by the Market Monitoring Unit in the PJM Region. 

 
5. Neither the Market Monitoring Unit nor its employees will be engaged to 

appear on behalf of or against any entity before the Commission on any matter within the PJM 
Region in any new engagement in the electricity business except as authorized under the PJM 
Tariff, as requested by the Commission, or as otherwise required by law. 
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6. Before the Market Monitoring Unit accepts any engagement on behalf of 
or against an Interested Party, it must inform the PJM General Counsel and the PJM Board of 
such potential engagement and provide the PJM Board with an opportunity to state its objection 
to such representation on the ground the engagement would present a conflict of interest or result 
in the material appearance of conflict.  At the discretion of the Market Monitoring Unit, the 
Market Monitoring Unit may notify the PJM General Counsel that the proposed engagement is 
confidential and request that the General Counsel disclose the proposed engagement only to a 
PJM Board subcommittee in a manner which limits the disclosure of nonpublic information.  
Within seven (7) bBusiness dDays of being informed of the potential engagement by the Market 
Monitoring Unit, the PJM Board shall state any objection to such potential engagement.  If the 
Market Monitoring Unit disagrees with the PJM Board’s determination regarding the potential 
engagement by the Market Monitoring Unit, the Parties shall jointly engage the Commission’s 
Dispute Resolution Service to determine whether the engagement would present a conflict of 
interest or result in the material appearance of a conflict.  Unless the Commission’s Dispute 
Resolution Service finds no conflict of interest the Market Monitoring Unit shall be precluded 
from accepting the challenged engagement.  For these purposes, the term “Interested Party” 
means (x) a Market Participant; (v) a state regulatory commission within the PJM Region; or (z) 
a person or entity with a significant direct financial interest in the organization, governance or 
operation of PJM but shall not include PJM itself. 

 
7. Employees of the Market Monitoring Unit shall not accept gifts, 

payments, favors, meals, transportation, entertainment, or services (individually, “Gift,” and 
collectively, “Gifts”), of other than nominal value within a calendar year from PJM, Authorized 
Government Agencies, any market participant, contractor, supplier or vendor to the Market 
Monitoring Unit. Except that “Gifts” shall not include any of the foregoing that is generally 
provided to the attendees of business meetings (e.g. PJM stakeholder meetings). Gifts not 
exceeding One Hundred Fifty Dollars ($150) shall be deemed to be of “nominal value.”  
Similarly, neither the Market Monitoring Unit nor any employee of the Market Monitoring Unit 
shall offer any Gift to any public official or Market Participant unless such Gifts: are legal; not 
offered for specific gain or reciprocal action; follow generally accepted ethical standards; and are 
of nominal value. 

 
8. Neither the Market Monitoring Unit nor its employees shall serve as an 

officer, employee or partner of a Market Participant. 
 
9. Neither the Market Monitoring Unit nor its employees shall engage in any 

transactions in the PJM markets other than the performance of their duties under the PJM Tariff. 
 
10. Neither the Market Monitoring Unit nor its employees shall be 

compensated, other than by PJM, for any expert witness testimony or commercial services, either 
to PJM or to any other party, in connection with legal or regulatory proceeding or commercial 
transaction relating to PJM or to PJM’s markets. 

 
11. Employees of the Market Monitoring Unit must advise their supervisor(s) in 

the event they seek employment with a Market Participant, and must disqualify themselves from 
participating in any matter that would have an effect on the financial interest of the Market 
Participant while still in the employ of the Market Monitoring Unit. 
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 C. Compliance with All Applicable Laws:  The Market Monitoring Unit will use 
its best efforts to assure the compliance of the Market Monitoring Unit and its employees with all 
applicable laws, including but not limited to those referenced in the PJM Code of Conduct. 
 
XII. NOTICE TO MARKET PARTICIPANTS 
 
When the Tariff requires the MMU to provide written notice to or communication with a Market 
Participant, such notice or communication shall include, but not be limited to, a letter, email or 
posting to a Market Participant’s account in the internet-based application designated by the 
Market Monitoring Unit.  
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ATTACHMENT M – APPENDIX 
 
I. CONFIDENTIALITY OF DATA AND INFORMATION 
 
A. Party Access: 
 
1. No Member shall have a right hereunder to receive or review any documents, data or 
other information of another Member, including documents, data or other information provided 
to the Market Monitoring Unit, to the extent such documents, data or information have been 
designated as confidential pursuant to the procedures adopted by the Market Monitoring Unit or 
to the extent that they have been designated as confidential by such other Member; provided, 
however, a Member may receive and review any composite documents, data and other 
information that may be developed based on such confidential documents, data or information if 
the composite does not disclose any individual Member’s confidential data or information. 
 
2. Except as may be provided in this Appendix, the Plan, the PJM Operating Agreement or 
in the PJM Tariff, the Market Monitoring Unit shall not disclose to PJM Members or to third 
parties, any documents, data, or other information of a Member or entity applying for 
Membership, to the extent such documents, data, or other information has been designated 
confidential pursuant to the procedures adopted by the Market Monitoring Unit or by such 
Member or entity applying for membership; provided that nothing contained herein shall prohibit 
the Market Monitoring Unit from providing any such confidential information to its agents, 
representatives, or contractors to the extent that such person or entity is bound by an obligation 
to maintain such confidentiality. 
 
The Market Monitoring Unit, its designated agents, representatives, and contractors shall 
maintain as confidential the electronic tag (“e-Tag”) data of an e-Tag Author or Balancing 
Authority (defined as those terms are used in FERC Order No. 771) to the same extent as 
Member data under this Section I.  Nothing contained herein shall prohibit the Market 
Monitoring Unit from sharing with the market monitor of another Regional Transmission 
Organization (“RTO”), Independent System Operator (“ISO”), upon their request, the e-Tags of 
an e-Tag Author or Balancing Authority for intra-PJM Region transactions and interchange 
transactions scheduled to flow into, out of or through the PJM Region, to the extent such market 
monitor has requested such information as part of its investigation of possible market violations 
or market design flaws, and to the extent that such market monitor is bound by a tariff provision 
requiring that the e-Tag data be maintained as confidential, or in the absence of a tariff 
requirement governing confidentiality, a written agreement with the Market Monitoring Unit 
consistent with FERC Order No. 771, and any clarifying orders and implementing regulations.  
 
The Market Monitoring Unit shall collect and use confidential information only in connection 
with its authority under this Appendix, the Plan, the PJM Operating Agreement or in the PJM 
Tariff and the retention of such information shall be in accordance with the Office of the 
Interconnection’s data retention policies. 
 
3. Nothing contained herein shall prevent the Market Monitoring Unit from releasing a 
Member’s confidential data or information to a third party provided that the Member has 
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delivered to the Market Monitoring Unit specific, written authorization for such release setting 
forth the data or information to be released, to whom such release is authorized, and the period of 
time for which such release shall be authorized. The Market Monitoring Unit shall limit the 
release of a Member’s confidential data or information to that specific authorization received 
from the Member. Nothing herein shall prohibit a Member from withdrawing such authorization 
upon written notice to the Market Monitoring Unit, who shall cease such release as soon as 
practicable after receipt of such withdrawal notice. 
 
4. Reciprocal provisions to this Section I hereof, delineating the confidentiality 
requirements of the Office of the Interconnection and PJM members, are set forth in Section 
18.17 of the PJM Operating Agreement.  
 
B. Required Disclosure: 
 
1. Notwithstanding anything in the foregoing section to the contrary, and subject to the 
provisions of Section I.C below, if the Market Monitoring Unit is required by applicable law, 
order, or in the course of administrative or judicial proceedings, to disclose to third parties, 
information that is otherwise required to be maintained in confidence pursuant to the PJM Tariff, 
PJM Operating Agreement, Attachment M or this Appendix, the Market Monitoring Unit may 
make disclosure of such information; provided, however, that as soon as the Market Monitoring 
Unit learns of the disclosure requirement and prior to making disclosure, the Market Monitoring 
Unit shall notify the affected Member or Members of the requirement and the terms thereof and 
the affected Member or Members may direct, at their sole discretion and cost, any challenge to or 
defense against the disclosure requirement. The Market Monitoring Unit shall cooperate with 
such affected Members to the maximum extent practicable to minimize the disclosure of the 
information consistent with applicable law. The Market Monitoring Unit shall cooperate with the 
affected Members to obtain proprietary or confidential treatment of such information by the 
person to whom such information is disclosed prior to any such disclosure. 
 
2. Nothing in this Section I shall prohibit or otherwise limit the Market Monitoring Unit’s 
use of information covered herein if such information was: (i) previously known to the Market 
Monitoring Unit without an obligation of confidentiality; (ii) independently developed by or for 
the Office of the Interconnection and/or the PJM Market Monitor using non-confidential 
information; (iii) acquired by the Office of the Interconnection and/or the PJM Market Monitor 
from a third party which is not, to the Office of the Market Monitoring Unit’s knowledge, under 
an obligation of confidence with respect to such information; (iv) which is or becomes publicly 
available other than through a manner inconsistent with this Section I. 
 
3. The Market Monitoring Unit shall impose on any contractors retained to provide 
technical support or otherwise to assist with the implementation of the Plan or this Appendix a 
contractual duty of confidentiality consistent with the Plan or this Appendix. A Member shall not 
be obligated to provide confidential or proprietary information to any contractor that does not 
assume such a duty of confidentiality, and the Market Monitoring Unit shall not provide any 
such information to any such contractor without the express written permission of the Member 
providing the information. 
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C. Disclosure to FERC and CFTC: 
 
1. Notwithstanding anything in this Section I to the contrary, if the FERC, the Commodity 
Futures Trading Commission (“CFTC”) or the staff of those commissions, during the course of 
an investigation or otherwise, requests information from the Market Monitoring Unit that is 
otherwise required to be maintained in confidence pursuant to the PJM Tariff, the PJM Operating 
Agreement, the Plan or this Appendix, the Market Monitoring Unit shall provide the requested 
information to the FERC, CFTC or their staff, within the time provided for in the request for 
information. In providing the information to the FERC or its staff, the Market Monitoring Unit 
may request, consistent with 18 C.F.R. §§ 1b.20 and 388.112, or to the CFTC or its staff, the 
Market Monitoring Unit may request, consistent with 17 C.F.R. §§ 11.3 and 145.9, that the 
information be treated as confidential and non-public by the respective commission and its staff 
and that the information be withheld from public disclosure. The Market Monitoring Unit shall 
promptly notify any affected Member(s) if the Market Monitoring Unit receives from the FERC, 
CFTC or their staff, written notice that the commission has decided to release publicly or has 
asked for comment on whether such commission should release publicly, confidential 
information previously provided to a commission Market Monitoring Unit. 
 
2. The foregoing Section I.C.1 shall not apply to requests for production of information 
under Subpart D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in 
proceedings before FERC and its administrative law judges. In all such proceedings, the Office 
of the Interconnection and/or the Market Monitoring Unit shall follow the procedures in Section 
I.B. 
 
D. Disclosure to Authorized Commissions: 
 
1. Notwithstanding anything in this Section I to the contrary, the Market Monitoring Unit 
shall disclose confidential information, otherwise required to be maintained in confidence 
pursuant to the PJM Tariff, the PJM Operating Agreement, the Plan or this Appendix, to an 
Authorized Commission under the following conditions: 
 

(i) The Authorized Commission has provided the FERC with a properly executed 
Certification in the form attached to the PJM Operating Agreement as Schedule 10A. Upon 
receipt of the Authorized Commission’s Certification, the FERC shall provide public notice of 
the Authorized Commission’s  filing pursuant to 18 C.F.R. § 385.2009. If any interested party 
disputes the accuracy and adequacy of the representations contained in the Authorized 
Commission’s Certification, that party may file a protest with the FERC within 14 days of the 
date of such notice, pursuant to 18 C.F.R. § 385.211. The Authorized Commission may file a 
response to any such protest within seven days. Each party shall bear its own costs in connection 
with such a protest proceeding. If there are material changes in law that affect the accuracy and 
adequacy of the representations in the Certification filed with the FERC, the Authorized 
Commission shall, within thirty (30) days, submit an amended Certification identifying such 
changes. Any such amended Certification shall be subject to the same procedures for comment 
and review by the FERC as set forth above in this paragraph. 
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(ii) Neither the Office of the Interconnection nor the Market Monitoring Unit may 
disclose data to an Authorized Commission during the FERC’s consideration of the Certification 
and any filed protests. If the FERC does not act upon an Authorized Commission’s Certification 
within 90 days of the date of filing, the Certification shall be deemed approved and the 
Authorized Commission shall be permitted to receive confidential information pursuant to this 
Section I. In the event that an interested party protests the Authorized Commission’s 
Certification and the FERC approves the Certification, that party may not challenge any 
Information Request made by the Authorized Commission on the grounds that the Authorized 
Commission is unable to protect the confidentiality of the information requested, in the absence 
of a showing of changed circumstances. 
 

(iii) Any confidential information provided to an Authorized Commission pursuant to 
this Section I shall not be further disclosed by the recipient Authorized Commission except by 
order of the FERC. 
 

(iv) The Market Monitoring Unit shall be expressly entitled to rely upon such 
Authorized Commission Certifications in providing confidential information to the Authorized 
Commission, and shall in no event be liable, or subject to damages or claims of any kind or 
nature hereunder, due to the ineffectiveness or inaccuracy of such Authorized Commission 
Certifications. 
 

(v) The Authorized Commission may provide confidential information obtained from 
the Market Monitoring Unit to such of its employees, attorneys and contractors as needed to 
examine or handle that information in the course and scope of their work on behalf of the 
Authorized Commission, provided that (a) the Authorized Commission has internal procedures 
in place, pursuant to the Certification, to ensure that each person receiving such information 
agrees to protect the confidentiality of such information (such employees, attorneys or 
contractors to be defined hereinafter as “Authorized Persons”); (b) the Authorized Commission 
provides, pursuant to the Certification, a list of such Authorized Persons to the Office of the 
Interconnection and the Market Monitoring Unit and updates such list, as necessary, every ninety 
(90) days; and (c) any third-party contractors provided access to confidential information sign a 
nondisclosure agreement in the form attached to the PJM Operating Agreement as Schedule 10 
before being provided access to any such confidential information. 
 
2. The Market Monitoring Unit may, in the course of discussions with an Authorized 
Person, orally disclose information otherwise required to be maintained in confidence, without 
the need for a prior Information Request. Such oral disclosures shall provide enough information 
to enable the Authorized Person or the Authorized Commission with which that Authorized 
Person is associated to determine whether additional Information Requests are appropriate. The 
Market Monitoring Unit will not make any written or electronic disclosures of confidential 
information to the Authorized Person pursuant to this Section I.D.2. In any such discussions, the 
Market Monitoring Unit shall ensure that the individual or individuals receiving such 
confidential information are Authorized Persons as defined herein, orally designate confidential 
information that is disclosed, and refrain from identifying any specific Affected Member whose 
information is disclosed. The Market Monitoring Unit shall also be authorized to assist 
Authorized Persons in interpreting confidential information that is disclosed. The Market 
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Monitoring Unit shall provide any Affected Member with oral notice of any oral disclosure 
immediately, but not later than one (1) bBusiness dDay after the oral disclosure. Such oral notice 
to the Affected Member shall include the substance of the oral disclosure, but shall not reveal 
any confidential information of any other Member and must be received by the Affected Member 
before the name of the Affected Member is released to the Authorized Person; provided 
however, disclosure of the identity of the Affected Party must be made to the Authorized 
Commission with which the Authorized Person is associated within two (2) bBusiness dDays of 
the initial oral disclosure. 
 
3. As regards Information Requests: 
 

(i) Information Requests to the Office of the Interconnection and/or Market 
Monitoring Unit by an Authorized Commission shall be in writing, which shall include 
electronic communications, addressed to the Market Monitoring Unit, and shall: (a) describe the 
information sought in sufficient detail to allow a response to the Information Request; (b) 
provide a general description of the purpose of the Information Request; (c) state the time period 
for which confidential information is requested; and (d) re-affirm that only Authorized Persons 
shall have access to the confidential information requested. The Market Monitoring Unit shall 
provide an Affected Member with written notice, which shall include electronic communication, 
of an Information Request by an Authorized Commission as soon as possible, but not later than 
two (2) bBusiness dDays after the receipt of the Information Request. 
 

(ii) Subject to the provisions of Section I.D.3(iii) below, the Market Monitoring Unit 
shall supply confidential information to the Authorized Commission in response to any 
Information Request within five (5) bBusiness dDays of the receipt of the Information Request, 
to the extent that the requested confidential information can be made available within such 
period; provided however, that in no event shall confidential information be released prior to the 
end of the fourth (4th) bBusiness dDay without the express consent of the Affected Member. To 
the extent that the Market Monitoring Unit cannot reasonably prepare and deliver the requested 
confidential information within such five (5) day period, it shall, within such period, provide the 
Authorized Commission with a written schedule for the provision of such remaining confidential 
information. Upon providing confidential information to the Authorized Commission, the Market 
Monitoring Unit shall either provide a copy of the confidential information to the Affected 
Member(s), or provide a listing of the confidential information disclosed; provided, however, 
that the Market Monitoring Unit shall not reveal any Member’s confidential information to any 
other Member. 
 

(iii) Notwithstanding Section I.D.3(ii), above, should the Office of the 
Interconnection, the Market Monitoring Unit or an Affected Member object to an Information 
Request or any portion thereof, any of them may, within four (4) bBusiness dDays following the 
Market Monitoring Unit’s receipt of the Information Request, request, in writing, a conference 
with the Authorized Commission to resolve differences concerning the scope or timing of the 
Information Request; provided, however, nothing herein shall require the Authorized 
Commission to participate in any conference. Any party to the conference may seek assistance 
from FERC staff in resolution of the dispute or terminate the conference process at any time. 
Should such conference be refused or terminated by any participant or should such conference 
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not resolve the dispute, then the Office of the Interconnection, Market Monitoring Unit, or the 
Affected Member may file a complaint with the FERC pursuant to Rule 206 objecting to the 
Information Request within ten (10) bBusiness dDays following receipt of written notice from 
any conference participant terminating such conference. Any complaints filed at the FERC 
objecting to a particular Information Request shall be designated by the party as a “fast track” 
complaint and each party shall bear its own costs in connection with such FERC proceeding. The 
grounds for such a complaint shall be limited to the following: (a) the Authorized Commission is 
no longer able to preserve the confidentiality of the requested information due to changed 
circumstances relating to the Authorized Commission’s ability to protect confidential 
information arising since the filing of or rejection of a protest directed to the Authorized 
Commission’s Certification; (b) complying with the Information Request would be unduly 
burdensome to the complainant, and the complainant has made a good faith effort to negotiate 
limitations in the scope of the requested information; or (c) other exceptional circumstances exist 
such that complying with the Information Request would result in harm to the complainant. 
There shall be a presumption that “exceptional circumstances,” as used in the prior sentence, 
does not include circumstances in which an Authorized Commission has requested wholesale 
market data (or Market Monitoring Unit workpapers that support or explain conclusions or 
analyses) generated in the ordinary course and scope of the operations of the Market Monitoring 
Unit. There shall be a presumption that circumstances in which an Authorized Commission has 
requested personnel files, internal emails and internal company memos, analyses and related 
work product constitute “exceptional circumstances” as used in the prior sentence. If no 
complaint challenging the Information Request is filed within the ten (10) day period defined 
above, the Office of the Interconnection and/or Market Monitoring Unit shall utilize its best 
efforts to respond to the Information Request promptly. If a complaint is filed, and the 
Commission does not act on that complaint within ninety (90) days, the complaint shall be 
deemed denied and the Market Monitoring Unit shall use its best efforts to respond to the 
Information Request promptly. 
 

(iv) Any Authorized Commission may initiate appropriate legal action at the FERC 
within ten (10) bBusiness dDays following receipt of information designated as “Confidential,” 
challenging such designation. Any complaints filed at FERC objecting to the designation of 
information as “Confidential” shall be designated by the party as a “fast track” complaint and 
each party shall bear its own costs in connection with such FERC proceeding. The party filing 
such a complaint shall be required to prove that the material disclosed does not merit 
“Confidential” status because it is publicly available from other sources or contains no trade 
secret or other sensitive commercial  information (with “publicly available” not being deemed to 
include unauthorized disclosures of otherwise confidential data). 
 
4. In the event of any breach of confidentiality of information disclosed pursuant to an 
Information Request by an Authorized Commission or Authorized Person: 
 
 (i) The Authorized Commission or Authorized Person shall promptly notify the 
Market Monitoring Unit, who shall, in turn, promptly notify any Affected Member of any 
inadvertent or intentional release, or possible release, of confidential information provided 
pursuant to this Section I. 
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 (ii) The Office Market Monitoring Unit shall terminate the right of such Authorized 
Commission to receive confidential information under this Section I upon written notice to such 
Authorized Commission unless: (i) there was no harm or damage suffered by the Affected 
Member; or (ii) similar good cause is shown. Any appeal of the Market Monitoring Unit’s 
actions under this Section I shall be to Commission. An Authorized Commission shall be entitled 
to reestablish its certification as set forth in Section I.D.1 by submitting a filing with the 
Commission showing that it has taken appropriate corrective action. If the Commission does not 
act upon an Authorized Commission's recertification filing with sixty (60) days of the date of the 
filing, the recertification shall be deemed approved and the Authorized Commission shall be 
permitted to receive confidential information pursuant to this section. 
 
 (iii) The Office of the Interconnection, the Market Monitoring Unit, and/or the 
Affected Member shall have the right to seek and obtain at least the following types of relief: (a) 
an order from the FERC requiring any breach to cease and preventing any future breaches; (b) 
temporary, preliminary, and/or permanent injunctive relief with respect to any breach; and (c) the 
immediate return of all confidential information to the Market Monitoring Unit. 
 
 (iv) No Authorized Person or Authorized Commission shall have responsibility or 
liability whatsoever under this section for any and all liabilities, losses, damages, demands, fines, 
monetary judgments, penalties, costs and expenses caused by, resulting from, or arising out of or 
in connection with the release of confidential information to persons not authorized to receive it, 
provided that such Authorized Person is an agent, servant, employee or member of an 
Authorized Commission at the time of such unauthorized release. Nothing in this Section 
I.D.4(iv) is intended to limit the liability of any person who is not an agent, servant, employee or 
member of an Authorized Commission at the time of such unauthorized release for any and all 
economic losses, damages, demands, fines, monetary judgments, penalties, costs and expenses 
caused by, resulting from, or arising out of or in connection with such unauthorized release. 
 
 (v) Any dispute or conflict requesting the relief in Section I.D.4(ii) or I.D.4(iii)(a) 
above, shall be submitted to the FERC for hearing and resolution. Any dispute or conflict 
requesting the relief in Section I.D.4(iii)(c) above may be submitted to FERC or any court of 
competent jurisdiction for hearing and resolution. 
 
E. Market Monitoring:  
 
1. Subject to the requirements of Section E.2, the Market Monitoring Unit may release 
confidential information of Public Service Electric & Gas Company (“PSE&G”), Consolidated 
Edison Company of New York  (“ConEd”), and their affiliates, and the confidential information 
of any Member regarding generation and/or transmission facilities located within the PSE&G 
Zone to the New York Independent System Operator, Inc. (“New York ISO”), the market 
monitoring unit of New York ISO and the New York ISO Market Advisor to the limited extent 
that the Office of the Interconnection or the Market Monitoring Unit determines necessary to 
carry out the responsibilities of PJM, New York ISO or the market monitoring units of the Office 
of the Interconnection and the New York ISO under FERC Opinion No. 476 (see Consolidated 
Edison Company v. Public Service Electric and Gas Company, et al., 108 FERC ¶ 61,120, at P 
215 (2004)) to conduct joint investigations to ensure that gaming, abuse of market power, or 
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similar activities do not take place with regard to power transfers under the contracts that are the 
subject of FERC Opinion No. 476. 
 
2. The Market Monitoring Unit may release a Member’s confidential information pursuant 
to Section I.E.1 to the New York ISO, the market monitoring unit of the New York ISO and the 
New York ISO Market Advisor only if the New York ISO, the market monitoring unit of the 
New York ISO and the New York ISO Market Advisor are subject to obligations limiting the 
disclosure of such information that are equivalent to or greater than the limitations on disclosure 
specified in this Section I.E. Information received from the New York ISO, the market 
monitoring unit of the New York ISO, or the New York ISO Market Advisor under Section I.E.1 
that is designated as confidential shall be protected from disclosure in accordance with this 
Section I.E. 
 
II. DEVELOPMENT OF INPUTS FOR PROSPECTIVE MITIGATION 
 
A. Offer Price Caps: 
 
1. The Market Monitor or his designee shall advise the Office of the Interconnection 
whether it believes that the cost references, methods and rules included in the Cost Development 
Guidelines are accurate and appropriate, as specified in the PJM Manuals. 
 
2. The Market Monitoring Unit shall review upon request of a Market Seller, and may 
review upon its own initiative at any time, the incremental costs (defined in Section 6.4.2 of 
Schedule 1of the Operating Agreement) included in the Offer Price Cap of a generating unit in 
order to ensure that the Market Seller has correctly applied the Cost Development Guidelines and 
that the level of the Offer Price Cap is otherwise acceptable.  
 
3. On or before the 21st day of each month, the Market Monitoring Unit shall calculate in 
accordance with the applicable criteria whether each generating unit with an offer cap calculated 
under Section 6.4.2 of Schedule 1 of the Operating Agreement is eligible to include an adder 
based on Frequently Mitigated Unit or Associated Unit status, and shall issue a written notice of 
the applicable adder, with a copy to the Office of the Interconnection, to the Market Seller for 
each unit that meets the criteria for Frequently Mitigated Unit or Associated Unit status.  
 
4. Notwithstanding the number of jointly pivotal suppliers in any hour, if the Market 
Monitoring Unit determines that a reasonable level of competition will not exist based on an 
evaluation of all facts and circumstances, it may propose to the Commission the removal of 
offer-capping suspensions otherwise authorized by Section 6.4 of Schedule 1 of the Operating 
Agreement.  Such proposals shall take effect upon Commission acceptance of the Market 
Monitoring Unit’s filing. 
 
B. Minimum Generator Operating Parameters: 
 
1. For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall 
provide to the Office of the Interconnection a table of default unit class specific parameter limits 
to be known as the “Parameter Limited Schedule Matrix” to be included in Section 6.6(c) of 
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Schedule 1 of the Operating Agreement. The Parameter Limited Schedule Matrix shall include 
default values on a unit-type basis as specified in Section 6.6(c). The Market Monitoring Unit 
shall review the Parameter Limited Schedule Matrix annually, and, in the event it determines that 
revision is appropriate, shall provide a revised matrix to the Office of the Interconnection by no 
later than December 31 prior to the annual enrollment period. 
 
2. The Market Monitoring Unit shall notify Market Sellers of generating units and the 
Office of the Interconnection no later than April 1 of its determination of market power concerns 
raised regarding each request for a period exception or persistent exception to a value specified 
in the Parameter Limited Schedule Matrix or the parameters defined in Section 6.6 of Schedule 1 
of the Operating Agreement and the PJM Manuals, provided that the Market Monitoring Unit 
receives such request by no later than February 28.  
 
If, prior to the scheduled termination date, a Market Seller submits a request to modify a 
temporary exception, the Market Monitoring Unit shall review such request using the same 
standard utilized to evaluate period exception and persistent exception requests, and shall 
provide its determination of whether the request raises market power concerns, and, if so, any 
modifications that would alleviate those concerns, to the Market Seller, with a copy to Office of 
the Interconnection, by no later than 15 bBusiness dDays from the date of the modification 
request. 
 
3. When a Market Seller notifies the Market Monitoring Unit of a material change to the 
facts relied upon by the Market Monitoring Unit and/or the Office of the Interconnection to 
support a parameter limited schedule period or persistent exception, the Market Monitoring Unit 
shall make a determination, and provide written notification to the Office of the Interconnection 
and the Market Seller, of any change to its determination regarding the exemption request, based 
on the material change in facts, by no later than 15 bBusiness dDays after receipt of such notice.  
  
4. The Market Monitoring Unit shall notify the Office of the Interconnection of any risk 
premium to which it and a Market Seller owning or operating nuclear generation resource agree 
or its determination if agreement is not obtained. If a Market Seller submits a risk premium for 
its nuclear generation resource that is inconsistent with its agreement or inconsistent with the 
Market Monitoring Unit’s determination regarding such risk premium, the Market Monitoring 
Unit may exercise its powers to inform Commission staff of its concerns pursuant to Attachment 
M. 
 
C.   RPM Must-Offer Requirement:  
 
1. The Market Monitoring Unit shall maintain, post on its website and provide to the Office 
of the Interconnection prior to each RPM Auction (updated, as necessary, on at least a quarterly 
basis), a list of Existing Generation Capacity Resources located in the PJM Region that are 
subject to the RPM must-offer requirement set forth in Section 6.6 of Attachment DD.   
 
2. The Market Monitoring Unit shall evaluate requests submitted by Capacity Market 
Sellers for a determination  that a Generation Capacity Resource, or any portion thereof, be 
removed from Capacity Resource status or exempted from status as a Generation Capacity 
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Resource subject to Section II.C.1 above and inform both the Capacity Market Seller and the 
Office of the Interconnection of such determination in writing by no later ninety (90) days prior 
to the commencement of the offer period for the applicable RPM Auction.  A Generation 
Capacity Resource located in the PJM Region shall not be removed from Capacity Resource 
status to the extent the resource is committed to service of PJM loads as a result of an RPM 
Auction, FRR Capacity Plan, Locational UCAP transaction and/or by designation as a 
replacement resource under this Attachment DD.  
 
3. The Market Monitoring Unit shall evaluate the data and documentation provided to it by 
a potential Capacity Market Seller to establish the EFORd to be included in a Sell Offer 
applicable to each resource pursuant to Section 6.6(b) of Attachment DD.  If a Capacity Market 
Seller timely submits a request for an alternative maximum level of EFORd that may be used in 
a Sell Offer for RPM Auctions held prior to the date on which the final EFORds used for a 
Delivery Year are posted, the Market Monitoring Unit shall attempt to reach agreement with the 
Capacity Market Seller on the alternate maximum level of the EFORd by no later than ninety 
(90) days prior to the commencement of the offer period for the Base Residual Auction for the 
applicable Delivery Year.  By no later than ninety (90) days prior to the commencement of the 
offer period for the Base Residual Auction for the applicable Delivery Year, the Market 
Monitoring Unit shall notify the Office of the Interconnection in writing, notifying the Capacity 
Market Seller by copy of the same, of any alternative maximum EFORd to which it and the 
Capacity Market Seller agree or its determination of the alternative maximum EFORd if 
agreement is not obtained.   
 
4. The Market Monitoring Unit shall consider the documentation provided to it by a 
potential Capacity Market Seller pursuant to Section 6.6 of Attachment DD, and determine 
whether a resource owned or controlled by such Capacity Market Seller meets the criteria to 
qualify for an exception to the RPM must-offer requirement because the resource (i) is 
reasonably expected to be physically unable to participate in the relevant auction; (ii) has a 
financially and physically firm commitment to an external sale of its capacity; or (iii) was 
interconnected to the Transmission System as an Energy Resource and not subsequently 
converted to a Capacity Resource.  The Market Monitoring Unit shall notify the Capacity Market 
Seller and the Office of the Interconnection of its determination by no later than ninety (90) days 
prior to the commencement of the offer period for the applicable RPM Auction. 
 
In order to establish that a resource is reasonably expected to be physically unable to participate 
in the relevant auction as set forth in (i) above, the Capacity Market Seller must demonstrate 
that:  
 

A. It has a documented plan in place to retire the resource prior to or during the 
Delivery Year, and has submitted a notice of Deactivation to the Office of the Interconnection 
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of the 
Interconnection has requested the Capacity Market Seller to continue to operate the resource 
beyond its desired deactivation date in accordance with Section 113.2 of the PJM Tariff for the 
purpose of maintaining the reliability of the PJM Transmission System and the Capacity Market 
Seller has agreed to do so;  
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B. Significant physical operational restrictions cause long term or permanent 
changes to the installed capacity value of the resource, or the resource is under major repair that 
will extend into the applicable Delivery Year, that will result in the imposition of RPM 
performance penalties pursuant to  Attachment DD of the PJM Tariff;  
 

C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g. 
– regarding potential environmental restrictions) specific to the resource and has received an 
order, decision, final rule, opinion or other final directive from the regulatory authority that will 
result in the retirement of the resource; or, 
 

D. A resource considered an Existing Generating Capacity Resource because it 
cleared an RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction, 
but which is not yet in service, is unable to achieve full commercial operation prior to the 
Delivery Year of the relevant auction.  The Capacity Market Seller must submit to the Office of 
the Interconnection and the Market Monitoring Unit a written sworn, notarized statement of a 
corporate officer certifying that the resource will not be in full commercial operation prior to the 
referenced Delivery Year. 
 
5. If a Capacity Market Seller submits for the portion of a Generation Capacity Resource 
that it owns or controls, and the Office of Interconnection accepts, a Sell Offer (i) at a level of 
installed capacity that the Market Monitoring Unit believes is inconsistent with the level 
established under Section 5.6.6 of Attachment DD of the PJM Tariff, (ii) at a level of installed 
capacity inconsistent with its determination of eligibility for an exception listed in Section II.C.4 
above, or (iii) a maximum EFORd that the Market Monitoring Unit believes is inconsistent with 
the maximum level determined under Section II.C.3 of this Appendix, the Market Monitoring 
Unit may exercise its powers to inform Commission staff of its concerns and/or request a 
determination from the Commission that would require the Generation Capacity Resource to 
submit a new or revised Sell Offer, notwithstanding any determination to the contrary made 
under Section 6.6 of Attachment DD. 
 
 The Market Monitoring Unit shall also consider the documentation provided by the 
Capacity Market Seller pursuant to Section 6.6 of Attachment DD, for generation resources for 
which the Office of the Interconnection has not approved an exception to the RPM must-offer 
requirement as set forth in Section 6.6(g) of Attachment DD, to determine whether the Capacity 
Market Seller’s failure to offer part or all of one or more generation resources into an RPM 
Auction would result in an increase of greater than five percent in any Zonal Capacity Price 
determined through such auction as required by Section 6.6(i) of Attachment DD, and shall 
inform both the Capacity Market Seller and the Office of the Interconnection of its determination 
by no later than two (2) bBusiness dDays after the close of the offer period for the applicable 
RPM Auction.  
 
D. Unit Specific Minimum Sell Offers: 
 
1. If a Capacity Market Seller timely submits an exemption or exception request , with all of 
the required supporting documentation as specified in section 5.14(h) of Attachment DD, the 
Market Monitoring Unit shall review the request and documentation and shall provide in writing 
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to the Capacity Market Seller and the Office of the Interconnection by no later than forty five 
(45) days after receipt of the exemption or exception request its determination whether it believes 
the requested exemption or exception should be granted in accordance with the standards and 
criteria set forth in section 5.14(h).  If the Market Monitoring Unit determines that the Sell Offer 
proposed in a Unit-Specific Exception request raises market power concerns, it shall advise the 
Capacity Market Seller of the minimum Sell Offer in the relevant auction that would not raise 
market power concerns, with such calculation based on the data and documentation received, by 
no later than forty five (45) days after receipt of the request.   
 
2. All information submitted to the Office of the Interconnection or the Market Monitoring 
Unit by a Market Participant is subject to verification by the Market Monitoring Unit. 
 
3. In the event that the Market Monitoring Unit reasonably believes that a request for a 
Competitive Entry Exemption or a Self-Supply Exemption that has been granted contains 
fraudulent or material misrepresentations or omissions such that the Capacity Market Seller 
would not have been eligible for the exemption for that MOPR Screened Generation Resource 
had the request not contained such misrepresentations or omissions, then it shall notify the Office 
of the Interconnection and Capacity Market Seller of its findings and provide the Office of the 
Interconnection with all of the data and documentation supporting its findings, and may take any 
other action required or permitted under Attachment M. 
 
E. Market Seller Offer Caps: 
 
1. Based on the data and calculations submitted by the Capacity Market Sellers for each 
Existing Generation Capacity Resource and the formulas specified in Section 6.7(d) of 
Attachment DD, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each 
such resource and provide it to the Capacity Market Seller and the Office of the Interconnection 
by no later than ninety (90) days before the commencement of the offer period for the applicable 
RPM Auction. 
 
2. The Market Monitoring Unit must attempt to reach agreement with the Capacity Market 
Seller on the appropriate level of the Market Seller Offer Cap by no later than ninety (90) days 
prior to the commencement of the offer period for the applicable RPM Auction.  If such 
agreement cannot be reached, then the Market Monitoring Unit shall inform the Capacity Market 
Seller and the Office of the Interconnection of its determination of the appropriate level of the 
Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of the 
offer period for the applicable RPM Auction, and the Market Monitoring Unit may pursue any 
action available to it under Attachment M.  
 
3. Nothing herein shall preclude any Capacity Market Seller and the Market Monitoring 
Unit from agreeing to, nor require either such entity to agree to, an alternative market seller offer 
cap determined on a mutually agreeable basis.  Any such alternative offer cap shall be filed with 
the Commission for its approval. This provision is duplicated in Section 6.4(a) of Attachment 
DD.    
 
F. Mitigation of Offers from Planned Generation Capacity Resources:   
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Pursuant to Section 6.5 of Attachment DD, the Market Monitoring Unit shall evaluate Sell Offers 
for Planned Generation Capacity Resources to determine whether market power mitigation 
should be applied and notify in writing each Capacity Market Seller whose Sell Offer has been 
determined to be non-competitive and subject to mitigation, with a copy to the Office of the 
Interconnection, by no later than one (1) bBusiness dDay after the close of the offer period for 
the applicable RPM Auction.  
 
G. Data Submission:   
 
Pursuant to Section 6.7 of Attachment DD, the Market Monitoring Unit may request additional 
information from any potential auction participant as deemed necessary by the Market 
Monitoring Unit, including, without limitation, additional cost data on resources in a class that is 
not otherwise expected to include the marginal price setting resource.  All data submitted to the 
Office of the Interconnection or the Market Monitoring Unit by a Market Participant is subject to 
verification by the Market Monitoring Unit.  
 
H. Determination of Default Avoidable Cost Rates: 
 
1. The Market Monitoring Unit shall conduct an annual review of the table of default 
Avoidable Cost Rates included in Section 6.7(c) of Attachment DD and calculated on the bases 
set forth therein, and determine whether the values included therein need to be updated.  If the 
Market Monitoring Unit determines that the Avoidable Cost Rates need to be updated, it shall 
provide to the Office of the Interconnection updated values or notice of its determination that 
updated values are not needed by no later than September 30th of each year. 
 
2. The Market Monitoring Unit shall indicate in its posted reports on RPM performance the 
number of Generation Capacity Resources and megawatts per LDA that use the retirement 
default Avoidable Cost Rates. 
 
3. If a Capacity Market Seller does not elect to use a default Avoidable Cost Rate and has 
timely provided to the Market Monitoring Unit its request to apply a unit-specific Avoidable 
Cost Rate, along with the data described in Section 6.7 of Attachment DD, the Market 
Monitoring Unit shall calculate the Avoidable Cost Rate and provide a unit-specific value to the 
Capacity Market Seller for each such resource, and notify the Capacity Market Seller and the 
Office of the Interconnection in writing by no later than ninety (90) days prior to the 
commencement of the offer period for the applicable RPM Auction whether it agrees that the 
unit-specific Avoidable Cost Rate is acceptable.  The Capacity Market Seller and Office of the 
Interconnection’s deadlines relating to the submittal and acceptance of a request for a unit-
specific Avoidable Cost Rate are delineated in section 6.7(d) of Attachment DD.  
 
I. Determination of PJM Market Revenues:   
 
The Market Monitoring Unit shall calculate the Projected PJM Market Revenues for any 
Generation Capacity Resource to which the Avoidable Cost Rate is applied pursuant to Section 
6.8(d) of Attachment DD, and notify the Capacity Market Seller and the Office of the 
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Interconnection of its determination in writing by no later than ninety (90) days prior to the 
commencement of the offer period for the applicable RPM Auction. 
 
J. Determination of Opportunity Costs:   
 
The Market Monitoring Unit shall review and verify the documentation of prices available to 
Existing Generation Capacity Resources in markets external to PJM and proposed for inclusion 
in Opportunity Costs pursuant to Section 6.7(d)(ii) of Attachment DD.  The Market Monitoring 
Unit shall notify, in writing, such Generation Capacity Resource and the Office of the 
Interconnection if it is dissatisfied with the documentation provided and whether it objects to the 
inclusion of such Opportunity Costs in a Market Seller Offer by no later than ninety (90) days 
prior to the commencement of the offer period for the applicable RPM Auction.  If such 
Generation Capacity Resource submits a Market Seller Offer that includes Opportunity Costs 
that have not been documented and verified to the Market Monitoring Unit’s satisfaction, then 
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns 
and request a determination that would require the Generation Capacity Resource to remove 
them.  
 
III. BLACKSTART SERVICE 
 
A. Upon the submission by a Black Start Unit owner of a request for Black Start Service 
revenue requirements and changes to the Black Start Service revenue requirements for the Black 
Start Unit, the Black Start Unit owner and the Market Monitoring Unit shall attempt to agree to 
values on the level of each component included in the Black Start Service revenue requirements 
by no later than May 14 of each year.  The Market Monitoring Unit shall calculate the revenue 
requirement for each Black Start Unit and provide its calculation to the Office of the 
Interconnection by no later than May 14 of each year. 
 
B. Pursuant to the terms of Schedule 6A of the PJM Tariff and the PJM Manuals, the Market 
Monitoring Unit will analyze any requested generator black start cost changes on an annual basis 
and shall notify the Office of the Interconnection of any costs to which it and the Black Start 
Unit owner have agreed or the Market Monitoring Unit’s determination regarding any cost 
components to which agreement has not been obtained. If a Black Start Unit owner includes a 
cost component inconsistent with its agreement or inconsistent with the Market Monitoring 
Unit’s determination regarding such cost component, and the Office of the Interconnection 
accepts the Black Start Service revenue requirements submitted by the Black Start Unit owner, 
the Market Monitoring Unit may exercise its powers to inform Commission staff of its concerns 
and request a determination that would require the Black Start Service generator to utilize the 
values determined by the Market Monitoring Unit or the Office of the Interconnection or such 
other values as determined by the Commission. 
 
IV. DEACTIVATION RATES 
 
1. Upon receipt of a notice to deactivate a generating unit under Part V of the PJM Tariff 
from the Office of the Interconnection forwarded pursuant to Section 113.1 of the PJM Tariff, 
the Market Monitoring Unit shall analyze the effects of the proposed deactivation with regard to 
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potential market power issues and shall notify the Office of the Interconnection and the generator 
owner (of, if applicable, its designated agent) within 30 days of the deactivation request if a 
market power issue has been identified. Such notice shall include the specific market power 
impact resulting from the proposed deactivation of the generating unit, as well as an initial 
assessment of any steps that could be taken to mitigate the market power impact. 
 
2. The Market Monitoring Unit and the generating unit owner shall attempt to come to 
agreement on the level of each component included in the Deactivation Avoidable Cost Credit. 
In the case of cost of service filing submitted to the Commission in alternative to the 
Deactivation Cost Credit, the Market Monitoring Unit shall indicate to the generating unit owner 
in advance of filing its views regarding the proposed method or cost components of recovery. 
The Market Monitoring Unit shall notify the Office of the Interconnection of any costs to which 
it and the generating unit owner have agreed or the Market Monitoring Unit’s determination 
regarding any cost components to which agreement has not been obtained. If a generating unit 
owner includes a cost component inconsistent with its agreement or inconsistent with the Market 
Monitoring Unit’s determination regarding such cost components, the Market Monitoring Unit 
may exercise its powers to inform Commission staff of its concerns and seek a determination that 
would require the Generating unit to include an appropriate cost component.  This provision is 
duplicated in Sections 114 and 119 of Part V of the PJM Tariff.    
 
V. OPPORTUNITY COST CALCULATION 
 
The Market Monitoring Unit shall review requests for opportunity cost compensation under 
Sections 3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement, discuss with the 
Office of the Interconnection and individual Market Sellers the amount of compensation, and file 
exercise its powers to inform  Commission staff of its concerns and request a determination of 
compensation as provided by such sections. These requirements are duplicated in Sections 
3.2.3(f-3) and 3.2.3B(h) of Schedule 1 of the Operating Agreement. 
 
VI. FTR FORFEITURE RULE  
 
The Market Monitoring Unit shall calculate Transmission Congestion Credits as required under 
Section 5.2.1(b) of Schedule 1 of the Operating Agreement, including the determination of the 
identity of the Effective FTR Holder and an evaluation of the overall benefits accrued by an 
entity or affiliated entities trading in FTRs and Virtual Transactions in the Day-ahead Energy 
Market, and provide such calculations to the Office of the Interconnection. Nothing in this 
section shall preclude the Market Monitoring Unit from action to recover inappropriate benefits 
from the subject activity if the amount forfeited is less than the benefit derived by the Effective 
FTR Holder. If the Office of the Interconnection imposes a forfeiture of the Transmission 
Congestion Credit in an amount that the Market Monitoring Unit disagrees with, then it may 
exercise its powers to inform Commission staff of its concerns and request an adjustment. 
 
VII. FORCED OUTAGE RULE 
 
1. The Market Monitoring Unit shall observe offers submitted in the Day-ahead Energy 
Market to determine whether  all or part of a generating unit’s capacity (MW) is designated as 
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Maximum Emergency and (i) such offer in the Real-time Energy Market designates a smaller 
amount of capacity from that unit as Maximum Emergency for the same time period, and (ii) 
there is no physical reason to designate a larger amount of capacity as Maximum Emergency in 
the offer in the Day-ahead Energy Market than in the Real-time Energy Market, the Market 
Monitoring Unit shall notify the Office of Interconnection. 
 
2. If the Market Monitoring Unit observes that (i) an offer submitted in the Day-ahead 
Energy market designates all or part of capacity (MW) of a Generating unit as economic 
maximum that is less than the economic maximum designated in the offer in the Real-time 
Energy Market, and (ii) there is no physical reason to designate a lower economic maximum in 
the offer in the Day-ahead Energy Market than in the offer in the Real-time Energy Market, the 
Market Monitoring Unit shall notify the Office of Interconnection. 
 
VIII. DATA COLLECTION AND VERIFICATION  
 
The Market Monitoring Unit shall gather and keep confidential detailed data on the procurement 
and usage of fuel to produce electric power transmitted in the PJM Region in order to assist the 
performance of its duties under Attachment M. To achieve this objective, the Market Monitoring 
Unit shall maintain on its website a mechanism that allows Members to conveniently and 
confidentially submit such data and develop a manual in consultation with stakeholders that 
describes the nature of and procedure for collecting data. Members of PJM owning a Generating 
unit that is located in the PJM Region (including Dynamic Transfer units), or is included in a 
PJM Black Start Service plan, committed as a Generation Capacity Resource for the current or 
future Delivery Year, or otherwise subject to a commitment to provide service to PJM, shall 
provide data to the Market Monitoring Unit.  
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ATTACHMENT N-2 
FORM OF 

FACILITIES STUDY AGREEMENT 
 

(PJM Queue Position #___) 
 

RECITALS 
 
1. This Facilities Study Agreement ("Agreement"), dated as of ____________, is entered 

into by and between _____________________ ("New Service Customer") and PJM 
Interconnection, L.L.C. ("Transmission Provider"), pursuant to Part VI of the PJM 
Interconnection, L.L.C. Open Access Transmission Tariff ("PJM Tariff"). 

 
2. Pursuant to Section 36.2 or Section 205 of the PJM Tariff, Transmission Provider has 

completed a Generation or Transmission Interconnection Feasibility Study or an Initial 
Study (as applicable) and a System Impact Study and has provided the results of those 
studies to New Service Customer.  

 
3. Transmission Provider has informed New Service Customer that the estimated date for 

completion of a Facilities Study pursuant to Section 206 of the PJM Tariff is {date} and 
that New Service Customer’s  estimated cost responsibility for such Facilities Study, 
subject to revision as provided in this Agreement, is $            . 

 
4. New Service Customer desires that Transmission Provider commence a Facilities Study 

for the New Service Request with Queue Position {queue position}.  
 

PREVIOUS SUBMISSIONS 
 

{For Interconnection Customers, use the following paragraph 5} 
 
5. Except as otherwise specifically set forth in an attachment to this Agreement, New 

Service Customer represents and warrants that the information provided in section 3 of 
the Feasibility Study Agreement, dated _______, by and between New Service Customer 
and Transmission Provider, and to the extent supplemented as set forth in section 4 of the 
System Impact Study Agreement, dated _______, by and between New Service Customer 
and Transmission Provider, is accurate and complete as of the date of execution of this 
Facilities Study Agreement.  

 
{For New Service Customers other than Interconnection Customers use the following 

paragraph 5} 
 
5. Except as otherwise specifically set forth in an attachment to this Agreement, New 

Service Customer represents and warrants that the information provided in section 4 of 
the System Impact Study Agreement, dated _______, by and between New Service 
Customer and Transmission Provider, is accurate and complete as of the date of 
execution of this Facilities Study Agreement.  
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MILESTONES 

 
6. Pursuant to Section 206.1 of the PJM Tariff, the parties agree that New Service Customer 

must meet the following milestone dates relating to the development of its generation or 
merchant transmission project(s) or New Service Request, as applicable, in order to retain 
the assigned Queue Position of its New Service Request(s) (as established pursuant to 
Section 201 of the PJM Tariff) while Transmission Provider is completing the Facilities 
Study: 

 
[Specify Project Specific Milestones] 

 
[As appropriate include the following standard Milestones, with any revisions necessary for 

the project at hand] 
 
6.1 Unless New Service Customer previously specified, in its initial drawing submitted to 

Transmission Provider, the location of the high-side of the generator step-up transformer, 
then on or before _______________, New Service Customer must provide evidence of an 
ownership interest in, or right to acquire or control the location which shall be on the high 
voltage side of the Customer Facility generator step-up transformer(s), or in the case of a 
Customer Facility with a single step-up transformer for multiple generators, the high 
voltage side of the facility step-up transformer.  The evidence of site control shall be a 
deed, option agreement, lease, or other similar document acceptable to the Transmission 
Provider. 

 
6.2 To the extent New Service Customer intends to elect the Option to Build as provided in 

Appendix 2 to Attachment P of the Tariff, and to the extent any new or additional 
property is required to accommodate required Attachment Facilities, on or before 
_______________, New Service Customer must provide evidence of an ownership 
interest in, or right to acquire or control the location which shall be the location of the 
network substation which shall be built and subsequently transferred to the 
Interconnected Transmission Owner.  The evidence of site control shall be a deed, option 
agreement, lease, or other similar document acceptable to the Transmission Provider. 

 
[Add Additional Project Specific Milestones as appropriate] 

 
______________________________________________________________________________
______________________________________________________________________________
_______________________________________________________________ 
 
 Should New Service Customer fail to achieve any of the foregoing milestones, its New 

Service Request(s) shall be deemed to be withdrawn and terminated and it will have to 
resubmit its New Service Request(s) for reassignment of a Queue Position and re-
initiation of the New Service Request study process. 

 
PURPOSE AND SCOPE OF THE FACILITIES STUDY 
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7. Transmission Provider, in consultation with the affected Transmission Owner(s), shall 

commence a Facilities Study pursuant to Section 206 of the PJM Tariff to evaluate the 
Attachment Facilities, Local Upgrades and/or Network Upgrades necessary to 
accommodate New Service Customer’s New Service Request assigned Queue Position 
{insert queue position}.  {Add corresponding info on customer's other projects if 
necessary.} 

 
A. Scope of Facilities Study: The purpose of the Facilities Study is to provide, 

commensurate with any mutually agreed parameters regarding the scope and 
degree of specificity described in Schedule A attached to this agreement, 
conceptual engineering and, as appropriate, detailed design, plus cost estimates 
and project schedules, to implement the conclusions of the System Impact Study 
regarding the Attachment Facilities, Local Upgrades and Network Upgrades 
necessary to accommodate the New Service Customer’s New Service Request(s). 
Cost estimates shall be determined in a manner consistent with Section 217 of the 
PJM Tariff.  The nature and scope of the materials that Transmission Provider 
shall deliver to the New Service Customer upon completion of the Facilities Study 
shall be described in the PJM Manuals. 

 
B. Facilities Study Cost and Time Estimate:  Transmission Provider's estimates of 

the date for completion of the Facilities Study and of New Service Customer’s 
cost responsibility for the Facilities Study are stated in section 3 of this 
Agreement.  In the event that Transmission Provider determines that it will be 
unable to complete the Facilities Study by the estimated completion date stated in 
section 3 of this Agreement, it shall notify New Service Customer and will 
explain the reasons for the delay.  New Service Customer agrees that its estimated 
cost responsibility stated in section 3 is subject to revision as provided in sections 
14, 15 and 16 of this Agreement.  

 
8. The Facilities Study necessarily will employ various assumptions regarding New Service 

Customer’s New Service Request(s), other pending New Service Requests, and PJM's 
Regional Transmission Expansion Plan at the time of the study.  IN NO EVENT SHALL 
THIS AGREEMENT OR THE FACILITIES STUDY IN ANY WAY BE DEEMED TO 
OBLIGATE TRANSMISSION PROVIDER OR THE TRANSMISSION OWNERS TO 
CONSTRUCT ANY FACILITIES OR UPGRADES OR TO PROVIDE ANY 
TRANSMISSION OR INTERCONNECTION SERVICE TO OR ON BEHALF OF 
NEW SERVICE CUSTOMER EITHER AT THIS POINT IN TIME OR IN THE 
FUTURE. 

 
CONFIDENTIALITY 

 
9. New Service Customer agrees to provide all information requested by Transmission 

Provider necessary to complete the Facilities Study.  Subject to section 10 of this 
Agreement and to the extent required by Section 222of the PJM Tariff, information 
provided pursuant to this section 9 shall be and remain confidential. 
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10. Until completion of the Facilities Study, Transmission Provider shall keep confidential all 

information provided to it by the New Service Customer.  Upon completion of the 
Facilities Study, Transmission Provider shall provide a copy of the study to New Service 
Customer, and to all other New Service Customers whose New Service Requests were 
evaluated in the Facilities Study, along with (to the extent consistent with Transmission 
Provider's confidentiality obligations in Section 18.17 of the Operating Agreement) all 
related work papers.  Transmission Provider also shall post on its website the existence of 
the Facilities Study.  New Service Customer acknowledges and consents to such other, 
additional disclosures of information as may be required under the PJM Tariff or the 
FERC’s rules and regulations. 

 
11. New Service Customer acknowledges that, consistent with Part VI of the PJM Tariff, the 

affected Transmission Owner(s) will participate in the Facilities Study process and that 
Transmission Provider may disseminate information to the affected Transmission 
Owner(s) and may consult with them regarding part or all of the Facilities Study. 

 
COST RESPONSIBILITY 

 
12. A. New Service Customer shall reimburse Transmission Provider for all, or for an 

allocated portion of, the actual cost of the Facilities Study in accordance with its cost 
responsibility as determined under Section 206 of the PJM Tariff.  

 
B. Prior to initiating the Facilities Study, Transmission Provider shall bill New 
Service Customer for New Service Customer’s share of the cost of work on the study that 
is scheduled to be completed during the first three months after work commences.  
Thereafter, on or before the 5th bBusiness dDay of every third month, Transmission 
Provider shall bill New Service Customer for New Service Customer’s share of the cost 
of work expected to be completed on the Facilities Study during the ensuing three 
months.  New Service Customer shall pay each bill within twenty (20) days after receipt 
thereof.  In the event New Service Customer fails, other than as provided below regarding 
billing disputes, to make timely payment of any invoice for work on the Facilities Study, 
its New Service Request shall be deemed to be terminated and withdrawn as of the date 
when payment was due.  Notwithstanding the foregoing, in the event that the total 
estimated cost of the Facilities Study does not exceed the amount of the deposit required 
under Section 206 of the PJM Tariff, Transmission Provider shall apply the deposit in 
payment of the invoices for the cost of the Facilities Study.  Upon written request by the 
New Service Customer pursuant to Section 206.4.1.1 of the PJM Tariff, Transmission 
Provider may provide a quarterly cost reconciliation.  Subject to the following sentence 
regarding the final cost reconciliation upon completion of the Facility Study, such a 
quarterly cost reconciliation will have a one-quarter lag, e.g., reconciliation of costs for 
the first calendar quarter of work will be provided at the start of the third calendar quarter 
of work.  Within 120 days after Transmission Provider completes the Facilities Study, 
Transmission Provider shall provide a final invoice presenting an accounting of, and the 
appropriate party shall make any payment to the other that is necessary to resolve, any 
difference between (a) New Service Customer’s cost responsibility under this Agreement 
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and the PJM Tariff for the actual cost of the Facilities Study and (b) New Service 
Customer’s aggregate payments hereunder, including its deposits. 
 
C. In the event of a billing dispute, Transmission Provider shall continue to perform 
its obligations under this Agreement so long as (1) New Service Customer continues to 
make all payments not in dispute, and (2) New Service Customer’s aggregate deposits 
held by Transmission Provider under this Agreement while the dispute is pending 
exceeds the amount in dispute, or (3) New Service Customer pays to Transmission 
Provider or into an independent escrow account the portion of the invoice in dispute, 
pending resolution of such dispute.  If New Service Customer fails to meet any of these 
requirements, then its New Service Request shall be deemed to be terminated and 
withdrawn as of the date when payment was due. 

 
13. Concurrent with execution of this Agreement, New Service Customer will pay 

Transmission Provider a cash deposit, as provided by Section 206 of the PJM Tariff, 
equal to the greater of $100,000.00 or New Service Customer’s estimated cost 
responsibility for the first three months of work on the Facilities Study.  Notwithstanding 
the foregoing, an Interconnection Customer with a proposed Customer Facility that is: (a) 
equal to or less than 20 MW but greater than 2 MW shall pay a refundable deposit in the 
amount of $50,000; or (b) equal to or less than 2 MW shall pay a refundable deposit in 
the amount of $15,000.  New Service Customer’s quarterly estimated cost responsibility 
shall equal its estimated cost responsibility for the work on the Facilities Study that is 
scheduled to be completed during each three-month period after such work commences.  
If New Service Customer fails timely to provide the deposit required by this section, its 
New Service Request shall be deemed terminated and withdrawn and this Agreement 
shall be null and void.  New Service Customer acknowledges that it may become 
obligated to pay one or more additional deposits pursuant to sections 14 and 15 below.  
Except as otherwise provided in section 12.B above, Transmission Provider shall 
continue to hold the amounts on deposit under this agreement until settlement of the final 
invoice. 

 
14. If the Facilities Study, as described in section 7.A of this Agreement, is to include 

evaluation of more than one New Service Request and one or more of those requests is 
terminated and withdrawn, subject to the terms of section 15 of this Agreement, 
Transmission Provider will redetermine and reallocate the costs of the Facilities Study 
among the remaining participating New Service Customers in accord with Section 206 of 
the PJM Tariff.  In that event, and subject to the terms of section 15, within 30 days after 
the date for execution and return of Facilities Study Agreements as determined under 
Section 206 of the PJM Tariff, Transmission Provider will provide the New Service 
Customer with a written statement of the New Service Customer’s revised responsibility 
for the estimated cost of the Facilities Study, determined in accordance with Section 206 
of the PJM Tariff.  In the event that New Service Customer’s revised cost responsibility 
exceeds the sum of its previous deposits for the Facilities Study, it shall deliver to 
Transmission Provider, within 10 days after New Service Customer’s receipt of its 
revised cost responsibility, an additional cash deposit equal to the amount of the excess.  
If New Service Customer fails timely to provide an additional deposit that is required 
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under this section, its New Service Request shall be deemed terminated and withdrawn as 
of the date by which its additional deposit was due.  In the event that New Service 
Customer’s revised cost responsibility under the notice described in this section is less 
than the sum of its previous deposits for the Facilities Study, Transmission Provider shall 
return to New Service Customer, with its notice of the revised cost responsibility, the 
amount of the difference.  

 
15. A.  This section shall apply prior to commencement of the Facilities Study (1) if the 

Facilities Study is to include multiple New Service Requests; and (2) if, in Transmission 
Provider's reasonable judgment, the termination and withdrawal of one or more of those 
New Service Requests significantly changes the group of New Service Requests to be 
included in the Facilities Study from the group that was included in the System Impact 
Study.  For the purposes of this section, a change to the group of New Service Requests 
to be included in the Facilities Study shall be significant if, in Transmission Provider's 
reasonable engineering judgment, the change is likely to cause the system constraints 
relating to, and/or the facilities and upgrades necessary to accommodate, the group of 
New Service Requests remaining to be included in the Facilities Study to differ 
materially from the system constraints relating to, and/or from the facilities and upgrades 
necessary to accommodate, the group of New Service Requests that the System Impact 
Study evaluated. 

 
 B. In the event of a significant change to the group of New Service Requests that the 

System Impact Study evaluated, within 15 days after the date for execution and return of 
Facilities Study Agreements as determined under Section 206 of the PJM Tariff, 
Transmission Provider shall provide New Service Customer with an explanation of the 
nature and extent of the change in the affected group of New Service Requests and of the 
extent to which Transmission Provider has determined that it must re-assess the results of 
the System Impact Study.  Within 30 days after it provides the explanation described in 
the preceding sentence, Transmission Provider shall provide New Service Customer with 
a revised estimate of the time needed, and of the likely cost, to complete the Facilities 
Study, and, if the study continues to include evaluation of more than one New Service 
Customer’s New Service Request(s), New Service Customer’s allocated share of the 
estimated cost of the revised Facilities Study, determined in accord with Section 206 of 
the PJM Tariff. 

 
C. In the event that New Service Customer’s revised cost responsibility exceeds the 
sum of its previous deposits for the Facilities Study, it shall deliver to Transmission 
Provider, within 10 days after New Service Customer’s receipt of its revised cost 
responsibility, an additional cash deposit equal to the amount of the excess.  If New 
Service Customer fails timely to provide an additional deposit that is required under this 
section, its New Service Request shall be deemed terminated and withdrawn as of the 
date by which its additional deposit was due.  In the event that New Service Customer’s 
revised cost responsibility under the notice described in this section is less than the sum 
of its previous deposits for the Facilities Study, Transmission Provider shall return to 
New Service Customer, with its notice of the revised cost responsibility, the amount of 
the difference. 
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16. A. If the Facilities Study includes New Service Customer’s New Service Request(s) 

only, New Service Customer may terminate its participation in the study at any time by 
providing written notice of termination to Transmission Provider.  New Service 
Customer’s notice of termination (1) shall be effective as of the end of the bBusiness 
dDay following the day that Transmission Provider receives such notice and (2) 
concurrently shall have the effect of terminating and withdrawing New Service 
Customer’s New Service Request(s).  New Service Customer will be responsible for all 
costs of the Facilities Study that Transmission Provider incurred prior to the effective 
date of the notice of termination.  Within thirty (30) days after the effective date of New 
Service Customer’s notice of termination, Transmission Provider will deliver to New 
Service Customer a statement of New Service Customer’s responsibility for the costs of 
the Facilities Study incurred up to the date of termination.  In the event that New Service 
Customer’s cost responsibility as of the date of termination exceeds the sum of its 
deposits then held by Transmission Provider for the Facilities Study, Transmission 
Provider's statement will include an invoice in the amount of such excess.  New Service 
Customer will pay that invoice within ten (10) days after it receives it.  In the event that 
New Service Customer does not pay the invoice within ten (10) days after receipt, New 
Service Customer shall owe the invoice amount plus interest at the applicable rate 
prescribed in 18 C.F.R. § 35.19a (a)(2)(iii), accrued from the day after the date payment 
was due until the date of payment.  In the event that New Service Customer’s cost 
responsibility as of the date of termination was less than the sum of its deposits for the 
Facilities Study, Transmission Provider's statement will include a payment to New 
Service Customer in the amount of the difference. 

 
 B. If the Facilities Study includes any New Service Request(s) other than that (those) 

of New Service Customer, termination and withdrawal of New Service Customer’s New 
Service Request(s) at any time after Transmission Provider has commenced the Facilities 
Study will not alter New Service Customer’s responsibility for the costs of the Facilities 
Study under this Agreement and the PJM Tariff. 

 
DISCLAIMER OF WARRANTY, LIMITATION OF LIABILITY 

 
17.  In analyzing and preparing the Facilities Study, Transmission Provider, the Transmission 

Owners, and any other subcontractors employed by Transmission Provider shall have to 
rely on information provided by New Service Customer and possibly by third parties and 
may not have control over the accuracy of such information.  Accordingly, NEITHER 
THE TRANSMISSION PROVIDER, THE TRANSMISSION OWNERS, NOR ANY 
OTHER SUBCONTRACTORS EMPLOYED BY TRANSMISSION PROVIDER 
MAKES ANY WARRANTIES, EXPRESS OR IMPLIED, WHETHER ARISING BY 
OPERATION OF LAW, COURSE OF PERFORMANCE OR DEALING, CUSTOM, 
USAGE IN THE TRADE OR PROFESSION, OR OTHERWISE, INCLUDING 
WITHOUT LIMITATION IMPLIED WARRANTIES OF MERCHANTABILITY AND 
FITNESS FOR A PARTICULAR PURPOSE, WITH REGARD TO THE ACCURACY, 
CONTENT, OR CONCLUSIONS OF THE FACILITIES STUDY.  New Service 
Customer acknowledges that it has not relied on any representations or warranties not 
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specifically set forth herein and that no such representations or warranties have formed 
the basis of its bargain hereunder.   

 
18. In no event will Transmission Provider, the Transmission Owners or other subcontractors 

employed by Transmission Provider be liable for indirect, special, incidental, punitive, or 
consequential damages of any kind including loss of profits, arising under or in 
connection with this Facilities Study Agreement or the Facilities Study, even if 
Transmission Provider, the Transmission Owners, or other subcontractors employed by 
Transmission Provider have been advised of the possibility of such a loss.  Nor shall 
Transmission Provider, the Transmission Owners, or other subcontractors employed by 
Transmission Provider be liable for any delay in delivery, or for the non-performance or 
delay in performance, of Transmission Provider's obligations under this Agreement. 

 
Without limitation of the foregoing, New Service Customer further agrees that the 
Transmission Owners and other subcontractors employed by Transmission Provider to 
prepare or assist in the preparation of any Facilities Study shall be deemed third party 
beneficiaries of this provision entitled "Disclaimer of Warranty/Limitation of Liability." 

 
MISCELLANEOUS 

 
19. Any notice or request made to or by either party regarding this Facilities Study 

Agreement shall be made to the representative of the other party as indicated below. 
 
  Transmission Provider 
 
  PJM Interconnection, L.L.C. 
  2750 Monroe Blvd. 
  Audubon, PA 19403 
 
  New Service Customer 
  ___________________________________ 
  ___________________________________ 
  ___________________________________ 
 
20. No waiver by either party of one or more defaults by the other in performance of any of 

the provisions of this Agreement shall operate or be construed as a waiver of any other or 
further default or defaults, whether of a like or different character. 

 
21. This Agreement or any part thereof, may not be amended, modified, assigned or waived 

other than by a writing signed by all parties hereto. 
 
22. This Agreement shall be binding upon the parties hereto, their heirs, executors, 

administrators, successors, and assigns. 
 
23. Neither this Agreement nor the Facilities Study performed hereunder shall be construed 

as an application for service under Part II or Part III of the PJM Tariff. 
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24. The provisions of Part VI of the PJM Tariff are incorporated herein and made a part 

hereof. 
 
25. Capitalized terms used but not otherwise defined herein shall have the meaning ascribed 

to them in the PJM Tariff. 
 
26. This Facilities Study Agreement shall be effective as of the date of the New Service 

Customer’s execution of it and shall remain in effect until the earlier of (a) the date on 
which the Transmission Provider tenders the completed Facilities Study and, as 
applicable, a proposed Interconnection Service Agreement or Upgrade Construction 
Service Agreement to New Service Customer pursuant to Section 212 or Section 213, 
respectively, of the PJM Tariff, or (b) termination and withdrawal of the New Service 
Request(s) to which the Facilities Study hereunder relates. 

 
27. No Third-Party Beneficiaries 
 This Agreement is not intended to and does not create rights, remedies, or benefits of any 

character whatsoever in favor of any persons, corporations, associations, or entities other 
than the parties, and the obligations herein assumed are solely for the use and benefit of 
the parties, their successors in interest and where permitted, their assigns. 

 
28. Multiple Counterparts 
 This Agreement may be executed in two or more counterparts, each of which is deemed 

an original but all constitute one and the same instrument. 
 
29. No Partnership 

This Agreement shall not be interpreted or construed to create an association, joint 
venture, agency relationship, or partnership between the parties or to impose any 
partnership obligation or partnership liability upon either party.  Neither party shall have 
any right, power or authority to enter into any agreement or undertaking for, or act on 
behalf of, or to act as or be an agent or representative of, or to otherwise bind, the other 
party. 

 
30. Severability 

If any provision or portion of this Agreement shall for any reason be held or adjudged to 
be invalid or illegal or unenforceable by any court of competent jurisdiction or other 
Governmental Authority, (1) such portion or provision shall be deemed separate and 
independent, (2) the parties shall negotiate in good faith to restore insofar as practicable 
the benefits to each party that were affected by such ruling, and (3) the remainder of this 
Agreement shall remain in full force and effect. 

 
31. Governing Law, Regulatory Authority, and Rules 

For Interconnection Requests, the validity, interpretation and enforcement of this 
Agreement and each of its provisions shall be governed by the laws of the state of 
__________________ (where the Point of Interconnection is located), without regard to 
its conflicts of law principles.  This Agreement is subject to all Applicable Laws and 
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Regulations.  Each party expressly reserves the right to seek changes in, appeal, or 
otherwise contest any laws, orders, or regulations of a Governmental Authority. 

 
32. Reservation of Rights 

The Transmission Provider shall have the right to make a unilateral filing with FERC to 
modify this Agreement with respect to any rates, terms and conditions, charges, 
classifications of service, rule or regulation under section 205 or any other applicable 
provision of the Federal Power Act and FERC's rules and regulations thereunder, and the 
Interconnection Customer shall have the right to make a unilateral filing with FERC to 
modify this Agreement under any applicable provision of the Federal Power Act and 
FERC's rules and regulations; provided that each party shall have the right to protest any 
such filing by the other party and to participate fully in any proceeding before FERC in 
which such modifications may be considered.  Nothing in this Agreement shall limit the 
rights of the parties or of FERC under sections 205 or 206 of the Federal Power Act and 
FERC's rules and regulations, except to the extent that the parties otherwise agree as 
provided herein. 

 
 IN WITNESS WHEREOF, Transmission Provider and the New Service Customer have 
caused this Facilities Study Agreement to be executed by their respective authorized officials. 
 
Transmission Provider:  PJM Interconnection, L.L.C. 
 
 
By:_______________________  _____________________________  _________________ 
 Name     Title          Date 
 
      _____________________________ 
 Printed Name 
 
New Service Customer:  [Name of Party] 
 
 
By:_______________________  _____________________________  _________________ 
 Name     Title          Date 
 
      _____________________________ 
 Printed Name 
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Schedule A 
Details of Design and Cost Estimates/Quality 

For the Facilities Study 
 
[insert details regarding degree of accuracy of cost estimates and associated scope of design as 
mutually agreed by Transmission Provider and New Service Customer] 
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3.2 Construction by Interconnected Transmission Owner 
 
3.2.1 Standard Option:   
 
The Interconnected Transmission Owner shall use Reasonable Efforts to design, procure, 
construct and install the Transmission Owner Interconnection Facilities that it is responsible for 
constructing in accordance with the Schedule of Work.  
 
3.2.1.1 Construction Sequencing:   
 
In general, the sequence of the proposed dates of Initial Operation of Interconnection Customers 
seeking interconnection to the Transmission System will determine the sequence of construction 
of Network Upgrades. 
 
3.2.2 Negotiated Contract Option:   
 
As an alternative to the Standard Option set forth in Section 3.2.1 of this Appendix 2, the 
Interconnected Transmission Owner and the Interconnection Customer may mutually agree to a 
Negotiated Contract Option for the Interconnected Transmission Owner’s design, procurement, 
construction and installation of the Transmission Owner Interconnection Facilities.  Under the 
Negotiated Contract Option, the Interconnection Customer and the Interconnected Transmission 
Owner may agree to terms different from those included in the Standard Option of Section 3.2.1 
above and the corresponding standard terms set forth in the applicable provisions of Part VI of 
the Tariff and this Appendix 2. Under the Negotiated Contract Option, negotiated terms may 
include the work schedule applicable to the Interconnected Transmission Owner’s construction 
activities and changes to same (Section 3.3 of this Appendix 2); payment provisions, including 
the schedule of payments; incentives, penalties and/or liquidated damages related to timely 
completion of construction (Section 3.2.1 of this Appendix 2); use of third party contractors; and 
responsibility for Costs, but only as between the Interconnection Customer and the 
Interconnected Transmission Owner that are parties to this Interconnection Construction Service 
Agreement; no other Interconnection Customer’s responsibility for Costs may be affected 
(Section 217 of the Tariff). No other terms of the Tariff or this Appendix 2 shall be subject to 
modification under the Negotiated Contract Option.  The terms and conditions of the Tariff that 
may be negotiated pursuant to the Negotiated Contract Option shall not be affected by use of the 
Negotiated Contract Option except as and to the extent that they are modified by the parties’ 
agreement pursuant to such option.  All terms agreed upon pursuant to the Negotiated Contract 
Option shall be stated in full in an appendix to this Interconnection Construction Service 
Agreement. 
 
3.2.3  Option to Build 
 
3.2.3.1 Option:   
 
In the event that the Interconnected Transmission Owner and the Interconnection Customer are 
unable to agree upon the terms of an Interconnection Construction Service Agreement (a) on or 
before the date that is 30 days after Interconnection Customer’s execution of the Interconnection 
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Service Agreement, or (b) by such earlier date as is reasonable in the light of the schedule for 
construction of, as the case may be, the Transmission Owner Interconnection Facilities, as set 
forth in the Facilities Study, and subject to the terms and conditions set forth in Sections 2 and 3 
of this Appendix 2, or if mutually agreed by and between the Interconnection Customer and the 
Transmission Owner, the Interconnection Customer shall have the right, but not the obligation 
(“Option to Build”), to design, procure, construct and install all or any portion of the 
Transmission Owner Interconnection Facilities.  In order to exercise this Option to Build, the 
Interconnection Customer must provide Transmission Provider and the Interconnected 
Transmission Owner with written notice of its election to exercise the option by no later than 
seven days after the date that is 30 days after Interconnection Customer’s execution of the 
Interconnection Service Agreement, specifying either that a mutual agreement has been reached 
between the Interconnection Customer and the Interconnected Transmission Owner that the 
Interconnection Customer will exercise the Option to Build, or the specific terms and conditions 
of the Interconnection Construction Service Agreement upon which the Interconnected 
Transmission Owner and the Interconnection Customer are unable to agree and the efforts 
undertaken by the Interconnection Customer to resolve such disagreement; provided, however, 
that the Interconnection Customer and the Interconnected Transmission Owner may by mutual 
agreement extend the time period for exercise of the option. 
 
3.2.3.2 General Conditions Applicable to Option:   
 
In addition to the other terms and conditions applicable to the construction of facilities under this 
Appendix 2, the Option to Build is subject to the following conditions: 
 
 (a) The Interconnection Customer must obtain or arrange to obtain all necessary 
permits and authorizations for the construction and installation of the Transmission Owner 
Interconnection Facilities that it is building, provided, however, that when the Interconnected 
Transmission Owner’s assistance is required, the Interconnected Transmission Owner shall assist 
the Interconnection Customer in obtaining such necessary permits or authorizations with efforts 
similar in nature and extent to those that the Interconnected Transmission Owner typically 
undertakes in acquiring permits and authorizations for construction of facilities on its own 
behalf; 
 
 (b) The Interconnection Customer must obtain all necessary land rights for the 
construction and installation of the Transmission Owner Interconnection Facilities that it is 
building, provided, however, that upon Interconnection Customer’s reasonable request, the 
Interconnected Transmission Owner shall assist the Interconnection Customer in acquiring such 
land rights with efforts similar in nature and extent to those that the Interconnected Transmission 
Owner typically undertakes in acquiring land rights for construction of facilities on its own 
behalf;  
 
 (c) Notwithstanding anything stated herein, each Interconnected Transmission Owner 
shall have the exclusive right and obligation to perform the line attachments (tie-in work), and to 
calibrate remote terminal units and relay settings, required for the interconnection to such 
Interconnected Transmission Owner’s existing facilities of any Transmission Owner 
Interconnection Facilities that the Interconnection Customer builds; and 
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 (d) The Transmission Owner Interconnection Facilities built by the Interconnection 
Customer shall be successfully inspected, tested and energized pursuant to Sections 3.8 and 3.9 
of this Appendix 2. 
 
3.2.3.3  Additional Conditions Regarding Network Facilities:  
 
To the extent that the Interconnection Customer utilizes the Option to Build for design, 
procurement, construction and/or installation of (a) any Transmission Owner Interconnection 
Facilities that are Local Upgrades or Network Upgrades to Transmission System facilities that 
are in existence or under construction by or on behalf of the Interconnected Transmission Owner 
on the date that the Interconnection Customer solicits bids under Section 3.2.3.7 below, or (b) 
Transmission Owner Interconnection Facilities that are to be located on land or in right-of-way 
owned or controlled by the Interconnected Transmission Owner, and in addition to the other 
terms and conditions applicable to the design, procurement, construction and/or installation of 
facilities under this Appendix 2, all work shall comply with the following further conditions: 
 
 (i) All work performed by or on behalf of the Interconnection Customer shall be 
conducted by contractors, and using equipment manufacturers or vendors, that are listed on the 
Interconnected Transmission Owner’s List of Approved Contractors; 
 
 (ii) The Interconnected Transmission Owner shall have full site control of, and 
reasonable access to, its property at all times for purposes of tagging or operation, maintenance, 
repair or construction of modifications to, its existing facilities and/or for performing all tie-ins 
of Interconnection Facilities built by or for the Interconnection Customer; and for acceptance 
testing of any equipment that will be owned and/or operated by the Interconnected Transmission 
Owner; 
 
 (iii) The Interconnected Transmission Owner shall have the right to have a reasonable 
number of appropriate representatives present for all work done on its property/facilities or 
regarding the Transmission Owner Interconnection Facilities and the right to stop, or to order 
corrective measures with respect to, any such work that reasonably could be expected to have an 
adverse effect on reliability, safety or security of persons or of property of the Interconnected 
Transmission Owner or any portion of the Transmission System, provided that, unless 
circumstances do not reasonably permit such consultations, the Interconnected Transmission 
Owner shall consult with the Interconnection Customer and with Transmission Provider before 
directing that work be stopped or ordering any corrective measures; 
 
 (iv) The Interconnection Customer and its contractors, employees and agents shall 
comply with the Interconnected Transmission Owner’s safety, security and work rules, 
environmental guidelines and training requirements applicable to the area(s) where construction 
activity is occurring and shall provide all reasonably required documentation to the 
Interconnected Transmission Owner, provided that the Interconnected Transmission Owner 
previously has provided its safety, security and work rules and training requirements applicable 
to work on its facilities to Transmission Provider and the Interconnection Customer within 20 
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bBusiness dDays after a request therefor made by Interconnection Customer following its receipt 
of the Facilities Study; 
 
 (v) The Interconnection Customer shall be responsible for controlling the 
performance of its contractors, employees and agents; and  
 
 (vi) All activities performed by or on behalf of the Interconnection Customer pursuant 
to its exercise of the Option to Build shall be subject to compliance with Applicable Laws and 
Regulations, including those governing union staffing and bargaining unit obligations, and 
Applicable Standards. 
 
3.2.3.4  Administration of Conditions:   
 
To the extent that the Interconnected Transmission Owner exercises any discretion in the 
application of any of the conditions stated in Sections 3.2.3.2 and 3.2.3.3 of this Appendix 2, it 
shall apply each such condition in a manner that is reasonable and not unduly discriminatory and 
it shall not unreasonably withhold, condition, or delay any approval or authorization that the 
Interconnection Customer may require for the purpose of complying with any of those 
conditions. 
 
3.2.3.5  Approved Contractors: 
 
 (a) Each Transmission Owner shall develop and shall provide to Transmission 
Provider a List of Approved Contractors. Each Transmission Owner shall include on its List of 
Approved Contractors no fewer than three contractors and no fewer than three manufacturers or 
vendors of major transmission-related equipment, unless a Transmission Owner demonstrates to 
Transmission Provider’s reasonable satisfaction that it is feasible only to include a lesser number 
of construction contractors, or manufacturers or vendors, on its List of Approved Contractors. 
Transmission Provider shall publish each Transmission Owner’s List of Approved Contractors in 
a PJM Manual and shall make such manual available on its internet website. 
 
 (b) Upon request of an Interconnection Customer, a Transmission Owner shall add to 
its List of Approved Contractors (1) any design or construction contractor regarding which the 
Interconnection Customer provides such information as the Transmission Owner may reasonably 
require which demonstrates to the Transmission Owner’s reasonable satisfaction that the 
candidate contractor is qualified to design, or to install and/or construct new facilities or 
upgrades or modifications to existing facilities on the Transmission Owner’s system, or (2) any 
manufacturer or vendor of major transmission-related equipment (e.g., high-voltage 
transformers, transmission line, circuit breakers) regarding which the Interconnection Customer 
provides such information as the Transmission Owner may reasonably require which 
demonstrates to the Transmission Owner’s reasonable satisfaction that the candidate entity’s 
major transmission-related equipment is acceptable for installation and use on the Transmission 
Owner’s system. No Transmission Owner shall unreasonably withhold, condition, or delay its 
acceptance of a contractor, manufacturer, or vendor proposed for addition to its List of Approved 
Contractors. 
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3.2.3.6   Construction by Multiple Interconnection Customers:   
 
In the event that there are multiple Interconnection Customers that wish to exercise an Option to 
Build with respect to Interconnection Facilities of the types described in Section 3.2.3.3 to this 
Appendix 2, the Transmission Provider shall determine how to allocate the construction 
responsibility among them unless they reach agreement among themselves on how to proceed. 
 
3.2.3.7   Option Procedures:  
 
 (a) Within 10 days after notifying Transmission Provider and the Interconnected 
Transmission Owner of its election to exercise the Option to Build, Interconnection Customer 
shall solicit bids from one or more Approved Contractors named on the Interconnected 
Transmission Owner’s List of Approved Contractors to procure equipment for, and/or to design, 
construct and/or install, the Transmission Owner Interconnection Facilities that the 
Interconnection Customer seeks to build under the Option to Build on terms (i) that will meet the 
Interconnection Customer’s proposed schedule; (ii) that, if the Interconnection Customer seeks to 
have an Approved Contractor construct or install Transmission Owner Interconnection Facilities, 
will satisfy all of the conditions on construction specified in Sections 3.2.3.2 and 3.2.3.3 of this 
Appendix 2; and (iii) that will satisfy the obligations of a Constructing Entity (other than those 
relating to responsibility for the costs of facilities) under this Appendix 2.   
 
 (b) Any additional costs arising from the bidding process or from the final bid of the 
successful Approved Contractor shall be the sole responsibility of the Interconnection Customer.   
 
 (c) Upon receipt of a qualifying bid acceptable to it, the Interconnection Customer 
shall contract with the Approved Contractor that submitted the qualifying bid.  Such contract 
shall meet the standards stated in paragraph (a) of this section. 
 
 (d) In the absence of a qualifying bid acceptable to the Interconnection Customer in 
response to its solicitation, the Interconnected Transmission Owner(s) shall be responsible for 
the design, procurement, construction and installation of the Transmission Owner 
Interconnection Facilities in accordance with the Standard Option described in Section 3.2.1 of 
this Appendix 2. 
 
3.2.3.8 Interconnection Customer Drawings:   
 
Interconnection Customer shall submit to the Interconnected Transmission Owner and 
Transmission Provider initial drawings, certified by a professional engineer, of the Transmission 
Owner Interconnection Facilities s that Interconnection Customer arranges to build under the 
Option to Build. The Interconnected Transmission Owner shall review the drawings to assess the 
consistency of Interconnection Customer’s design of the pertinent Transmission Owner 
Interconnection Facilities with Applicable Standards and the Facilities Study. Interconnected 
Transmission Owner, with facilitation and oversight by Transmission Provider, shall provide 
comments on such drawings to Interconnection Customer within sixty days after its receipt 
thereof, after which time any drawings not subject to comment shall be deemed to be approved.  
All drawings provided hereunder shall be deemed to be Confidential Information. 



 

Page 396 

 
3.2.3.9 Effect of Review:   
 
Interconnected Transmission Owner's review of Interconnection Customer's initial drawings of 
the Transmission Owner Interconnection Facilities that the Interconnection Customer is building 
shall not be construed as confirming, endorsing or providing a warranty as to the fitness, safety, 
durability or reliability of such facilities or the design thereof.  At its sole cost and expense, 
Interconnection Customer shall make such changes to the design of the pertinent Transmission 
Owner Interconnection Facilities as may reasonably be required by Transmission Provider, in 
consultation with the Interconnected Transmission Owner, to ensure that the Transmission 
Owner Interconnection Facilities that Interconnection Customer is building meet Applicable 
Standards and conform with the Facilities Study. 
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ATTACHMENT Q 
 

PJM CREDIT POLICY 
 
INTRODUCTION: 
 
It is the policy of PJM Interconnection, L.L.C. (“PJM”) that prior to an entity participating in the 
PJM Markets, or in order to take Transmission Service, the entity must meet PJMSettlement’s 
credit requirements.   
 
Prior to becoming a Market Participant and/or Transmission Customer of PJM, PJMSettlement 
must accept and approve a credit application (including credit agreement) from such entity .  
PJMSettlement shall approve or deny submitted credit application on the basis of a complete 
credit evaluation including, but not be limited to, a review of financial statements, rating agency 
reports, and other pertinent indicators of credit strength that are applicable to the Applicant’s 
requested activity in PJM.  Applicants must satisfy all applicable credit requirements set forth in 
this Attachment Q prior to transacting in the PJM Markets.  All references in this Attachment Q 
to “section” shall refer to sections within Attachment Q unless otherwise indicated.  
 
These credit rules may establish certain restrictions on available credit by requiring that some 
amounts of credit be designated for specific purposes, such as for FTR or RPM activity, and thus 
not be available to satisfy credit requirements for other purposes.  Such designations shall be 
construed to be applicable to calculation of credit requirements only, and shall not restrict 
PJMSettlement’s ability to apply such designated credit to any obligation(s) in case of a default. 
 
PJMSettlement may post on PJM's web site, and may reference on OASIS, a supplementary 
document which contains additional business practices (such as algorithms for credit scoring) 
that are not included in this document.  Changes to the supplementary document will be subject 
to stakeholder review and comment prior to implementation.  PJMSettlement may specify a 
required compliance date, not less than 15 days from notification, by which time all Participants 
must comply with provisions that have been revised in the supplementary document.  
 
PJMSettlement will regularly post each Participant’s credit requirements and credit provisions on 
the PJM web site in a secure, password-protected location.  Each Participant is responsible for 
monitoring such information, and maintaining sufficient credit to satisfy all of its PJM credit 
requirements. Failure to maintain credit sufficient to satisfy its credit requirements shall be a 
breach of this Attachment Q, and the Participant will be subject to the remedies established 
herein and in any of the Agreements. 
 
Each Participant is required to provide information as to any known material litigation, 
commitments or contingencies as well as any current or prior bankruptcy declarations or material 
defalcations by the Participant or its predecessors, subsidiaries or Affiliates, if any. These 
disclosures shall be made by the Participant upon the applicable initiation or change, or as 
requested by PJMSettlement. 
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Each Participant is required to disclose any Affiliates that are currently Members of PJM or are 
applying for membership with PJM. Each Participant is also required to disclose the existence of 
any ongoing investigations by the U.S. Securities and Exchange Commission (“SEC”), U.S. 
Commodity Futures Trading Commission (“CFTC”), FERC, or any other governing, regulatory, 
or standards body.  These disclosures shall be made by the Participant upon the applicable 
initiation or change, or as requested by PJMSettlement. 
 
 
I. MINIMUM PARTICIPATION REQUIREMENTS 
 
A. PJM Market Participation Eligibility Requirements 
 
To be eligible to transact in the PJM Markets, a Market Participant must demonstrate in 
accordance with the Risk Management and Verification processes set forth below that it qualifies 
in one of the following ways: 
 

1. an “appropriate person,” as that term is defined under section 4(c)(3), or successor 
provision, of the Commodity Exchange Act, or; 
 

2. an “eligible contract participant,” as that term is defined in section 1a(18), or 
successor provision, of the Commodity Exchange Act, or; 

 
3. a business entity or person who is in the business of:  (1) generating, transmitting, or 

distributing electric energy, or (2) providing electric energy services that are 
necessary to support the reliable operation of the transmission system, or; 

 
4. a Market Participant seeking eligibility as an “appropriate person” providing an 

unlimited Corporate Guaranty in a form acceptable to PJMSettlement as described in 
section II.C from an issuer that has at least $1 million of total net worth or $5 million 
of total assets per Market Participant for which the issuer has issued an unlimited 
Corporate Guaranty, or; 

 
5. a Market Participant providing a letter of credit of at least $5 million to 

PJMSettlement in a form acceptable to PJMSettlement as described in section III.B 
that the Market Participant acknowledges is separate from, and cannot be applied to 
meet, its credit requirements to PJMSettlement. 

 
If, at any time, a Market Participant cannot meet the eligibility requirements set forth above, it 
shall immediately notify PJMSettlement and immediately cease conducting transactions in the 
PJM Markets.  PJMSettlement shall terminate a Market Participant’s transaction rights in the 
PJM Markets if, at any time, it becomes aware that the Market Participant does not meet the 
minimum eligibility requirements set forth above. 
 
In the event that a Market Participant is no longer able to demonstrate it meets the minimum 
eligibility requirements set forth above, and possesses, obtains or has rights to possess or obtain, 
any open or forward positions in the PJM Markets, PJMSettlement may take any such action it 
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deems necessary with respect to such open or forward positions, including, but not limited to, 
liquidation, transfer, assignment or sale; provided, however, that the Market Participant will, 
notwithstanding its ineligibility to participate in the PJM Markets, be entitled to any positive 
market value of those positions, net of any obligations due and owing to PJM and/or 
PJMSettlement. 
 
B. Risk Management and Verification 
 
All Participants shall provide to PJMSettlement an executed copy of a credit application and the 
annual certification set forth in Appendix 1 to this Attachment Q before they are eligible to 
transact in the PJM Markets.  Thereafter, the annual certification must be submitted each 
calendar year by all Participants during a period beginning on January 1 and ending April 30.  
Except for certain FTR Participants (discussed below) or in cases of manifest error, 
PJMSettlement will accept such certifications as a matter of course and Participants will not need 
further notice from PJMSettlement before commencing or maintaining their eligibility to 
participate in PJM Markets.  A Participant that fails to provide its annual certification by April 
30 shall be ineligible to transact in the PJM Markets and PJM will disable the Participant’s 
access to the PJM Markets until such time as PJMSettlement receives the Participant’s 
certification. 
 
Participants acknowledge and understand that the annual certification constitutes a representation 
upon which PJMSettlement will rely. Such representation is additionally made under the Tariff, 
filed with and accepted by FERC, and any inaccurate or incomplete statement may subject the 
Participant to action by FERC.  Failure to comply with any of the criteria or requirements listed 
herein or in the certification may result in suspension of a Participant’s transaction rights in the 
PJM Markets. 
 
Certain FTR Participants (those providing representations found in paragraph 3.b of the annual 
certification form set forth in Appendix 1 to this Attachment Q) are additionally required to 
submit to PJMSettlement (at the time they make their annual certification) a copy of their current 
governing risk control policies, procedures and controls applicable to their FTR trading 
activities, except that if no substantive changes have been made to such applicable policies, 
procedures and/or controls since their last submission, they may instead submit to 
PJMSettlement a certification stating that no substantive changes have been made.  
PJMSettlement will review such documentation to verify that it appears generally to conform to 
prudent risk management practices for entities trading in FTR-type markets.  Those FTR 
Participants subject to this provision shall make a one-time payment of $1,000.00 to 
PJMSettlement to cover administrative costs.  Thereafter, if such FTR Participant’s risk policies, 
procedures and controls applicable to its FTR trading activities change substantively, it shall 
submit such modified documentation, without charge, to PJMSettlement for review and 
verification at the time it makes its annual certification.  Such FTR Participant’s continued 
eligibility to participate in the PJM FTR markets is conditioned on PJMSettlement notifying such 
FTR Participant that its annual certification, including the submission of its risk policies, 
procedures and controls, has been accepted by PJMSettlement.  PJMSettlement may retain 
outside expertise to perform the review and verification function described in this paragraph, 
however, in all circumstances, PJMSettlement and any third-party it may retain will treat as 
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confidential the documentation provided by an FTR Participant under this paragraph, consistent 
with the applicable provisions of PJM’s Operating Agreement. 
 
An FTR Participant that makes the representation in paragraph 3.a of the annual certification 
understands that PJMSettlement, given the visibility it has over an FTR Participant’s overall 
market activity in performing billing and settlement functions, may at any time request that the 
FTR Participant provide additional information demonstrating that it is in fact eligible to make 
the representation in paragraph 3.a of the annual certification.  If such additional information is 
not provided or does not, in PJMSettlement’s judgment, demonstrate eligibility to make the 
representation in paragraph 3.a of the annual certification,  PJMSettlement will require the FTR 
Participant to instead make the representations required in paragraph 3.b of the annual 
certification, including representing that it has submitted a copy of its current governing risk 
control policies, procedures and controls applicable to its FTR trading activities.  If the FTR 
Participant cannot or does not make those representations as required in paragraph 3.b of the 
annual certification, then PJM will terminate the FTR Participant’s rights to purchase FTRs in 
the FTR market and, in its sole discretion, may terminate the FTR Participant’s rights to sell 
FTRs in the PJM FTR market. 
 
PJMSettlement shall also conduct a periodic compliance verification process to review and 
verify, as applicable, Participants’ risk management policies, practices, and procedures 
pertaining to the Participants’ activities in the PJM Markets.  Such review shall include 
verification that:   

1. The risk management framework is documented in a risk policy 
addressing market, credit and liquidity risks. 

2. The Participant maintains an organizational structure with clearly 
defined roles and responsibilities that clearly segregates trading and 
risk management functions. 

3. There is clarity of authority specifying the types of transactions into 
which traders are allowed to enter. 

4. The Participant has requirements that traders have adequate training 
relative to their authority in the systems and PJM Markets in which 
they transact. 

5. As appropriate, risk limits are in place to control risk exposures. 

6. Reporting is in place to ensure that risks and exceptions are adequately 
communicated throughout the organization. 

7. Processes are in place for qualified independent review of trading 
activities. 

8. As appropriate, there is periodic valuation or mark-to-market of risk 
positions. 

 
If principles or best practices relating to risk management in wholesale electric markets are 
published, as may be modified from time to time, by a third-party industry association, 
PJMSettlement may, following stakeholder discussion and with no less than six months prior 
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notice to stakeholders, apply such principles or best practices in determining the sufficiency of 
the Participant’s risk controls.   
 
PJMSettlement may select Participants for review on a random basis and/or based on identified 
risk factors such as, but not limited to, the PJM Markets in which the Participant is transacting, 
the magnitude of the Participant’s transactions in the PJM Markets, or the volume of the 
Participant’s open positions in the PJM Markets.  Those Participants notified by PJMSettlement 
that they have been selected for review shall, upon fourteen calendar days’ notice, provide a 
copy of their current governing risk control policies, procedures and controls applicable to their 
PJM Market activities and shall also provide such further information or documentation 
pertaining to the Participants' activities in the PJM Markets as PJMSettlement may reasonably 
request.  Participants selected for risk management verification through a random process and 
satisfactorily verified by PJMSettlement shall be excluded from such verification process based 
on a random selection for the subsequent two years.  PJMSettlement shall annually randomly 
select for review no more than 20% of the Participants in each member sector.  
 
Each selected Participant’s continued eligibility to participate in the PJM Markets is conditioned 
upon PJMSettlement notifying the Participant of successful completion of PJMSettlement’s 
verification of the Participant’s risk management policies, practices and procedures, as discussed 
herein.  However, if PJMSettlement notifies the Participant in writing that it could not 
successfully complete the verification process, PJMSettlement shall allow such Participant 
fourteen calendar days to provide sufficient evidence for verification prior to declaring the 
Participant as ineligible to continue to participate in PJM's markets, which declaration shall be in 
writing with an explanation of why PJMSettlement could not complete the verification.  If, prior 
to the expiration of such fourteen calendar days, the Participant demonstrates to PJMSettlement 
that it has filed with the Federal Energy Regulatory Commission an appeal of PJMSettlement’s 
risk management verification determination, then the Participant shall retain its transaction 
rights, pending the Commission’s determination on the Participant’s appeal.  PJMSettlement 
may retain outside expertise to perform the review and verification function described in this 
paragraph.  PJMSettlement and any third party it may retain will treat as confidential the 
documentation provided by a Participant under this paragraph, consistent with the applicable 
provisions of the Operating Agreement. If PJMSettlement retains such outside expertise, a 
Participant may direct in writing that PJMSettlement perform the risk management review and 
verification for such Participant instead of utilizing a third party, provided however, that 
employees and contract employees of PJMSettlement and PJM shall not be considered to be such 
outside expertise or third parties.   
 
Participants are solely responsible for the positions they take and the obligations they assume in 
PJM Markets.  PJMSettlement hereby disclaims any and all responsibility to any Participant or 
PJM Member associated with Participant’s submitting or failure to submit its annual certification 
or PJMSettlement’s review and verification of an FTR Participant’s risk policies, procedures and 
controls.  Such review and verification is limited to demonstrating basic compliance by an FTR 
Participant with the representation it makes under paragraph 3.b of its annual certification 
showing the existence of written policies, procedures and controls to limit its risk in PJM’s FTR 
markets and does not constitute an endorsement of the efficacy of such policies, procedures or 
controls. 
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C. Capitalization 
 
In addition to the annual certification requirements in Appendix 1 to this Attachment Q, a 
Participant must demonstrate that it meets the minimum financial requirements appropriate for 
the PJM Market(s) in which it transacts by satisfying either the minimum capitalization or the 
provision of Collateral requirements listed below: 
 
1. Minimum Capitalization 
 
FTR Participants must demonstrate a tangible net worth in excess of $1 million or tangible assets 
in excess of $10 million.  Other Participants must demonstrate a tangible net worth in excess of 
$500,000 or tangible assets in excess of $5 million. 

 
a. In either case, consideration of tangible assets and net worth shall exclude assets (net of 
any matching liabilities, assuming the result is a positive value) which PJMSettlement 
reasonably believes to be restricted, highly risky, or potentially unavailable to settle a claim in 
the event of default.  Examples include, but are not limited to, restricted assets and Affiliate 
assets, derivative assets, goodwill, and other intangible assets. 

 
b. Demonstration of “tangible” assets and net worth may be satisfied through presentation 
of an acceptable Corporate Guaranty, provided that both: 

 
(i) the Guarantor is an Affiliate company that satisfies the tangible net worth or 

tangible assets requirements herein, and; 
 

 (ii) the Corporate Guaranty is either unlimited or at least $500,000. 
 

If the Corporate Guaranty presented by the Participant to satisfy these 
capitalization requirements is limited in value, then the Participant’s resulting 
Unsecured Credit Allowance shall be the lesser of: 

 
(1) the applicable Unsecured Credit Allowance available to the Participant by 

the Corporate Guaranty pursuant to the creditworthiness provisions of this 
Attachment Q, or: 
 

(2) the face value of the Corporate Guaranty, reduced by $500,000 and further 
reduced by 10%.  (For example, a $10.5 million Corporate Guaranty 
would be reduced first by $500,000 to $10 million and then further 
reduced 10% more to $9 million.  The resulting $9 million would be the 
Participant’s Unsecured Credit Allowance available through the Corporate 
Guaranty). 
 

 In the event that a Participant provides Collateral in addition to a limited 
Corporate Guaranty to increase its available credit, the value of such 
Collateral shall be reduced by 10%.  This reduced value shall be 
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considered the amount available to satisfy requirements of this Attachment 
Q. 
 

Demonstrations of capitalization must be presented in the form of audited 
financial statements for the Participant’s most recent fiscal year. 

 
2. Provision of Collateral 
 
If a Participant does not demonstrate compliance with its applicable minimum capitalization 
requirements above, it may still qualify to participate in PJM’s markets by posting additional 
Collateral, subject to the terms and conditions set forth herein. 

 
Any Collateral provided by a Participant unable to satisfy the minimum capitalization 
requirements above will be restricted in the following manner:  

(i) Collateral provided by FTR Participants shall be reduced by $500,000 and then 
further reduced by 10%.  This reduced amount shall be considered the amount 
available to satisfy requirements of this Attachment Q. 

(ii) Collateral provided by other Participants that engage in Virtual Transactions or 
Export Transactions shall be reduced by $200,000 and then further reduced by 
10%.  This reduced value shall be considered the amount available to satisfy 
requirements of this Attachment Q. 

(iii) Collateral provided by other Participants that do not engage in Virtual 
Transactions or Export Transactions shall be reduced by 10%, and this reduced 
value shall be considered the amount available to satisfy requirements of this 
Attachment Q. 

In the event a Participant that satisfies the Minimum Participation requirements through 
provision of Collateral also provides a Corporate Guaranty to increase its available credit, then 
the Participant’s resulting Unsecured Credit Allowance conveyed through such Corporate 
Guaranty shall be the lesser of: 

(1)  the applicable Unsecured Credit Allowance available to the Participant by the 
Corporate Guaranty pursuant to the creditworthiness provisions of this 
Attachment Q, or,  

(2)  the face value of the Corporate Guaranty, reduced by 10%.  

 
II.  UNSECURED CREDIT ALLOWANCE  
 
A Participant may request that PJM consider it for an Unsecured Credit Allowance pursuant to 
the provisions herein. 
 
A. Unsecured Credit Allowance Evaluation 
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PJMSettlement will perform a credit evaluation on each Participant that has requested an 
Unsecured Credit Allowance, both initially and at least annually thereafter.  In completing the 
credit evaluation, PJMSettlement will consider: 
 
1.  Rating Agency Reports 
 
In evaluating credit strength, PJMSettlement will review rating agency reports from Standard & 
Poor’s, Moody’s Investors Service, Fitch Ratings, or other nationally known rating agencies.  
The focus of the review will be on senior unsecured debt ratings; however, PJMSettlement will 
consider other ratings if senior unsecured debt ratings are not available.   
 
2. Financial Statements and Related Information 
 
Each Participant requesting an Unsecured Credit Allowance or seeking to satisfy the minimum 
capitalization requirements herein must submit audited annual financial statements as soon as 
they become available and no later than 120 days after its fiscal year end.  All financial and 
related information considered for an Unsecured Credit Allowance must be audited by an outside 
entity, and must be accompanied by an unqualified audit letter acceptable to PJMSettlement.  If 
financial statements are not provided within the timeframe required, the Participant may not be 
granted an Unsecured Credit Allowance and may have its officer certification revoked.  
 
The information should include, but not be limited to, the following: 
 
a. If publicly traded: 

i. Annual and quarterly reports on Form 10-K and Form 10-Q, respectively. 
ii. Form 8-K reports disclosing material changes, if any, immediately upon issuance. 

 
b. If privately held: 
 i. Management’s Discussion & Analysis 
 ii. Report of Independent Accountants 
 iii. Financial Statements, including: 

• Balance Sheet 
• Income Statement 
• Statement of Cash Flows 
• Statement of Stockholder’s Equity 

 iv. Notes to Financial Statements 
 
If the above information is available on the internet, the Participant may provide a letter stating 
where such statements may be located and retrieved by PJMSettlement.  For certain Participants, 
some of the above financial submittals may not be applicable, and alternate requirements may be 
specified by PJMSettlement. 
 
In its credit evaluation of cooperatives and municipalities, PJMSettlement may request additional 
information as part of the overall financial review process and may also consider qualitative 
factors in determining financial strength and creditworthiness.   
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3.  Material Changes 
 
Each Participant is responsible for informing PJMSettlement immediately, in writing, of any 
material change in its financial condition. However, PJMSettlement may also independently 
establish from available information that a Participant has experienced a material change in its 
financial condition without regard to whether such Participant has informed PJMSettlement of 
the same. 
 
For the purpose of this Attachment Q, a material change in financial condition may include, but 
not be limited to, any of the following: 
 

a. a downgrade of any debt rating by any rating agency; 
b. being placed on a credit watch with negative implications by any rating agency; 
c. a bankruptcy filing;  
d. insolvency; 
e. a report of a quarterly or annual loss or a decline in earnings of ten percent or 

more compared to the prior period; 
f. restatement of prior financial statements; 
g. the resignation of key officer(s);  
h. the filing of a lawsuit that could adversely impact any current or future financial 

results by ten percent or more; 
i. financial default in another organized wholesale electric market, futures exchange 

or clearing house; 
j. revocation of a license or other authority by any Federal or State regulatory 

agency; where such license or authority is necessary or important to the 
Participants continued business for example, FERC market-based rate authority, 
or State license to serve retail load; or 

k. a significant change in credit default spreads, market capitalization, or other 
market-based risk measurement criteria, such as a recent increase in Moody’s 
KMV Expected Default Frequency (EDFtm) that is noticeably greater than the 
increase in its peers’ EDFtm rates, or a collateral default swap (CDS) premium 
normally associated with an entity rated lower than investment grade. 

 
If PJMSettlement determines that  a material change in the financial condition of the Participant 
has occurred, it may reduce or eliminate any Unsecured Credit afforded to the Participant.  Such 
reduction or elimination may require the Participant to provide Collateral within two Business 
Days. If the Participant fails to provide the required Collateral, the Participant shall be in default 
under this Attachment Q.  
 
In the event that PJMSettlement determines that a material change in the financial condition of a 
Participant warrants a requirement to provide Collateral, PJMSettlement shall provide the 
Participant with a written explanation of why such determination was made.  However, under no 
circumstances shall the requirement that a Participant provide the requisite Collateral be deferred 
pending the issuance of such written explanation. 
 
B. Contesting an Unsecured Credit Evaluation 



 

Page 406 

 
PJMSettlement will provide to a Participant, upon request, a written explanation for any change 
in Unsecured Credit or credit requirement within ten Business Days of receiving such request. 
 
If a Participant believes that either its level of Unsecured Credit or its credit requirement has 
been incorrectly determined, according to this Attachment Q, then the Participant may send a 
request for reconsideration in writing to PJMSettlement.  Such a request should include: 
 

• A citation to the applicable section(s) of this Attachment Q along with an explanation of 
how the respective provisions of this Attachment Q were not carried out in the 
determination as made. 

 
• A calculation of what the Participant believes should be the correct credit level or 

Collateral requirement, according to terms of this Attachment Q. 
 
PJMSettlement will reconsider the determination and will provide a written response as promptly 
as practical, but no more than ten Business Days after receipt of the request.  If the Participant 
still feels that the determination is incorrect, then the Participant may contest that determination.  
Such contest should be in written form, addressed to PJMSettlement, and should contain: 
 

• A complete copy of the Participant’s earlier request for reconsideration, including 
citations and calculations 
 

• A copy of PJMSettlement’s written response to its request for reconsideration 
 
• An explanation of why it believes that the determination still does not comply with this 

Attachment Q 
 
PJMSettlement will investigate and will respond to the Participant with a final determination on 
the matter as promptly as practical, but no more than twenty Business Days after receipt of the 
request. 
 
Neither requesting reconsideration nor contesting the determination following such request shall 
relieve or delay Participant's responsibility to comply with all provisions of this Attachment Q. 

 
C. Corporate Guaranty  
 
An irrevocable and unconditional Corporate Guaranty may be utilized to establish an Unsecured 
Credit Allowance for a Participant.  Such credit will be considered a transfer of Unsecured Credit 
from the Guarantor to the Participant, and  will not be considered a form of Collateral.  
 
PJMSettlement will post on its web site an acceptable form that should be utilized by a 
Participant choosing to establish its credit with a Corporate Guaranty.  If the Corporate Guaranty 
varies in any way from the PJMSettlement format, it must first be reviewed and approved by 
PJMSettlement before it may be applied to satisfy the Participant’s credit requirements.   
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The Corporate Guaranty must be signed by an officer of the Guarantor, and must demonstrate 
that it is duly authorized in a manner acceptable to PJMSettlement.  Such demonstration may 
include either a corporate seal on the Corporate Guaranty itself, or an accompanying executed 
and sealed secretary’s certificate from the Guarantor’s corporate secretary noting that the 
Guarantor was duly authorized to provide such Corporate Guaranty and that the person signing 
the Corporate Guaranty is duly authorized, or other manner acceptable to PJMSettlement.  
  
PJM will evaluate the creditworthiness of a Guarantor and will establish any Unsecured Credit 
granted through a Corporate Guaranty using the methodology and requirements established for 
Participants requesting an Unsecured Credit Allowance as described herein.  Foreign Guaranties 
and Canadian Guaranties shall be subject to additional requirements as established herein.  
If PJMSettlement determines that a material change in the financial condition of the Guarantor 
has occurred, or if the Corporate Guaranty comes within 30 days of expiring without renewal,  
PJMSettlement may reduce or eliminate any Unsecured Credit afforded to the Participant 
through the guaranty.  Such reduction or elimination may require the Participant to provide 
Collateral within two Business Days. If the Participant fails to provide the required Collateral, 
the Participant shall be in default under this  Attachment Q. 
All costs associated with obtaining and maintaining a Corporate Guaranty and meeting the 
Attachment Q provisions are the responsibility of the Participant.   
 
1. Foreign Guaranties 
 
A Foreign Guaranty is a Corporate Guaranty that is provided by an Affiliate entity that is 
domiciled in a country other than the United States or Canada. The entity providing a Foreign 
Guaranty on behalf of a Participant is a Foreign Guarantor.  A Participant may provide a Foreign 
Guaranty in satisfaction of part of its credit obligations or voluntary credit provision at 
PJMSettlement provided that all of the following conditions are met: 
 
PJMSettlement reserves the right to deny, reject, or terminate acceptance of any Foreign 
Guaranty at any time, including for material adverse circumstances or occurrences.  
 
a. A Foreign Guaranty: 

i. Must contain provisions equivalent to those contained in PJMSettlement’s 
standard form of Foreign Guaranty with any modifications subject to review and 
approval by PJMSettlement counsel. 

ii. Must be denominated in US currency. 
iii. Must be written and executed solely in English, including any duplicate originals. 
iv. Will not be accepted towards a Participant’s Unsecured Credit Allowance for 

more than the following limits, depending on the Foreign Guarantor's credit 
rating: 
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v. May not exceed 50% of the Participant’s total credit, if the Foreign Grantor is 
rated less than BBB+. 

 
b. A Foreign Guarantor: 

i. Must satisfy all provisions of this Attachment Q applicable to domestic 
Guarantors. 

ii. Must be an Affiliate of the Participant. 
iii. Must maintain an agent for acceptance of service of process in the United States; 

such agent shall be situated in the Commonwealth of Pennsylvania, absent legal 
constraint. 

iv. Must be rated by at least one Rating Agency acceptable to PJMSettlement; the 
credit strength of a Foreign Guarantor may not be determined based on an 
evaluation of its financials without an actual credit rating as well. 

v. Must have a senior unsecured (or equivalent, in PJMSettlement's sole discretion) 
rating of BBB (one notch above BBB-) or greater by any and all agencies that 
provide rating coverage of the entity. 

vi. Must provide financials in Generally Acceptable Accounting Principles (GAAP) 
format or other format acceptable to PJMSettlement with clear representation of 
net worth, intangible assets, and any other information PJMSettlement may 
require in order to determine the entity’s Unsecured Credit Allowance 

vii. Must provide a Secretary’s Certificate from the Participant’s corporate secretary 
certifying the adoption of Corporate Resolutions: 
1. Authorizing and approving the Guaranty; and 
2. Authorizing the Officers to execute and deliver the Guaranty on behalf of 

the Guarantor.   
viii. Must be domiciled in a country with a minimum long-term sovereign (or 

equivalent) rating of AA+/Aa1, with the following conditions: 
1. Sovereign ratings must be available from at least two rating agencies 

acceptable to PJMSettlement (e.g. S&P, Moody’s, Fitch, DBRS).  
2. Each agency’s sovereign rating for the domicile will be considered to be 

the lowest of: country ceiling, senior unsecured government debt, long-
term foreign currency sovereign rating, long-term local currency sovereign 
rating, or other equivalent measures, at PJMSettlement’s sole discretion.  

3. Whether ratings are available from two or three agencies, the lowest of the 
two or three will be used. 

ix. Must be domiciled in a country that recognizes and enforces judgments of US 
courts. 

 
x. Must demonstrate financial commitment to activity in the United States as 

evidenced by one of the following: 

Rating of Foreign Guarantor 

Maximum Accepted 
Guaranty if Country Rating is 

AAA 

Maximum Accepted 
Guaranty if Country 

Rating is AA+ 
A- and above USD50,000,000 USD30,000,000 

BBB+ USD30,000,000 USD20,000,000 
BBB USD10,000,000 USD10,000,000 

BBB- or below USD 0 USD 0 
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1. American Depository Receipts (ADR) are traded on the New York Stock 
Exchange, American Stock Exchange, or NASDAQ. 

2. Equity ownership worth over USD100,000,000 in the wholly-owned or 
majority owned subsidiaries in the United States. 

xi. Must satisfy all other applicable provisions of the PJM Tariff and/or Operating 
Agreement, including this Attachment Q. 

xii. Must pay for all expenses incurred by PJMSettlement related to reviewing and 
accepting a foreign guaranty beyond nominal in-house credit and legal review. 

xiii. Must, at its own cost, provide PJMSettlement with independent legal opinion 
from an attorney/solicitor of PJMSettlement’s choosing and licensed to practice 
law in the United States and/or Guarantor’s domicile, in form and substance 
acceptable to PJMSettlement in its sole discretion, confirming the enforceability 
of the Foreign Guaranty, the Guarantor’s legal authorization to grant the 
Guaranty, the conformance of the Guaranty, Guarantor, and Guarantor's domicile 
to all of these requirements, and such other matters as PJMSettlement may require 
in its sole discretion. 

 
2. Canadian Guaranties 
 
The entity providing a Canadian Guaranty on behalf of a Participant is a Canadian Guarantor.  A 
Participant may provide a Canadian Guaranty in satisfaction of part of its credit obligations or 
voluntary credit provision at PJMSettlement provided that all of the following conditions are 
met. 
 
PJMSettlement reserves the right to deny, reject, or terminate acceptance of any Canadian 
Guaranty at any time for reasonable cause, including adverse material circumstances. 
 
a. A Canadian Guaranty: 

i. Must contain provisions equivalent to those contained in PJMSettlement’s 
standard form of Foreign Guaranty with any modifications subject to review and 
approval by PJMSettlement counsel. 

ii. Must be denominated in US currency. 
iii. Must be written and executed solely in English, including any duplicate originals. 

 
b. A Canadian Guarantor: 

i. Must satisfy all provisions of this Attachment Q applicable to domestic 
Guarantors. 

ii. Must be an Affiliate of the Participant. 
iii. Must maintain an agent for acceptance of service of process in the United States; 

such agent shall be situated in the Commonwealth of Pennsylvania, absent legal 
constraint. 

iv. Must be rated by at least one Rating Agency acceptable to PJMSettlement; the 
credit strength of a Canadian Guarantor may not be determined based on an 
evaluation of its financials without an actual credit rating as well. 

v. Must provide financials in Generally Acceptable Accounting Principles (GAAP) 
format or other format acceptable to PJMSettlement with clear representation of 
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net worth, intangible assets, and any other information PJMSettlement may 
require in order to determine the entity's Unsecured Credit Allowance. 

vi. Must satisfy all other applicable provisions of the PJM Tariff and/or Operating 
Agreement, including this Attachment Q.  

 
D. Unsecured Credit Allowance Calculation 
 
PJMSettlement’s Unsecured Credit Allowance evaluation process will include calculating a 
Credit Score for each Participant.  The Credit Score will be utilized to determine a Participant’s 
Unsecured Credit Allowance.  
 
Where two or more entities, including Participants , are considered Affiliates, Unsecured Credit 
Allowances  will be established for each individual Participant, subject to an aggregate 
maximum amount for all Affiliates as provided for in section II.D.3 of this Attachment Q. 
 
In its credit evaluation of cooperatives and municipalities, PJMSettlement may request additional 
information as part of the overall financial review process and may also consider qualitative 
factors in determining financial strength and creditworthiness.   
 
1. Credit Score 
 
For Participants with credit ratings, a Credit Score will be assigned based on their senior 
unsecured credit rating and credit watch status as shown in the table below.  If an explicit senior 
unsecured rating is not available, PJMSettlement may impute an equivalent rating from other 
ratings that are available. For Participants without a credit rating, but who wish to be considered 
for an Unsecured Credit Allowance, a Credit Score will be generated from PJMSettlement’s 
review and analysis of various factors that are predictors of financial strength and 
creditworthiness.  PJMSettlement will consistently apply the measures it uses in determining 
Credit Scores. The credit scoring methodology details are included in a supplementary document 
available on OASIS. 
 

Rated Entities Credit Scores 
 

Rating Score 
Score Modifier 

Credit Watch 
Negative 

Credit Watch 
Positive 

AAA 100 -1.0 0.0 
AA+ 99 -1.0 0.0 
AA 99 -1.0 0.0 
AA- 98 -1.0 0.0 
A+ 97 -1.0 0.0 
A 96 -2.0 0.0 
A- 93 -3.0 1.0 

BBB+ 88 -4.0 2.0 
BBB 78 -4.0 2.0 
BBB- 65 -4.0 2.0 
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BB+ and below 0 0.0 0.0 
 
 
2. Unsecured Credit Allowance 
 
PJMSettlement will determine a Participant’s Unsecured Credit Allowance based on its Credit 
Score and the parameters in the table below.  The maximum Unsecured Credit Allowance is the 
lower of: 
 
a. A percentage of the Participant’s Tangible Net Worth, as stated in the table below, with 

the percentage based on the Participant’s credit score;  and 
 
b. A dollar cap based on the credit score, as stated in the table below: 
 

Credit Score Tangible Net Worth 
Factor 

Maximum 
Unsecured Credit 
Allowance 
 
($ Million) 

91-100 2.125 – 2.50% $50 
81-90 1.708 – 2.083% $42 
71-80 1.292 – 1.667% $33 
61-70 0.875 – 1.25% $7 
51-60 0.458 – 0.833% $0-$2 
50 and Under 0% $0 

 
 
If a Corporate Guaranty is utilized to establish an Unsecured Credit Allowance for a Participant, 
the value of a Corporate Guaranty will be the lesser of: 
 

• The limit imposed in the Corporate Guaranty; 
• The Unsecured Credit Allowance calculated for the Guarantor; and 
• A portion of the Unsecured Credit Allowance calculated for the Guarantor in the case of 

Affiliated Participants. 
 
PJMSettlement has the right at any time to modify any Unsecured Credit Allowance and/or 
require additional Collateral as may be deemed reasonably necessary to support current market 
activity.  Failure to remit the required amount of additional Collateral within two Business Days 
shall be deemed an event of default. 
 
PJMSettlement will maintain a posting of each Participant’s Unsecured Credit Allowance, along 
with certain other credit related parameters, on the PJM website in a secure, password-protected 
location.  Each Participant will be responsible for monitoring such information and recognizing 
changes that may occur.   
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3. Unsecured Credit Limits For Affiliates 
 
If two or more Participants are Affiliates and each is being granted an Unsecured Credit 
Allowance , PJMSettlement will consider the overall creditworthiness of the Affiliates when 
determining the Unsecured Credit Allowances in order not to grant more Unsecured Credit than 
the overall corporation could support. 
 

Example: Participants A and B each have a $10.0 million Corporate Guaranty from their 
common parent, a holding company with an Unsecured Credit Allowance calculation of 
$12.0 million.  PJMSettlement may limit the Unsecured Credit Allowance for each 
Participant to $6.0 million, so the total Unsecured Credit Allowance does not exceed the 
corporate total of $12.0 million. 

 
PJMSettlement will work with the Affiliates to allocate the total Unsecured Credit Allowance 
among the Affiliates while assuring that no individual Participant, nor common guarantor, 
exceeds the Unsecured Credit Allowance appropriate for its credit strength.  The aggregate 
Unsecured Credit for a Participant, including Unsecured Credit Allowance granted based on its 
own creditworthiness and any Unsecured Credit Allowance conveyed through a Guaranty shall 
not exceed $50 million. The aggregate Unsecured Credit for a group of Affiliates shall not 
exceed $50 million.   A group of Affiliates subject to this cap shall request PJMSettlement to 
allocate the maximum Unsecured Credit amongst the group, assuring that no individual 
Participant or common guarantor, shall exceed the Unsecured Credit level appropriate for its 
credit strength and activity. 
 
III.  FORMS OF COLLATERAL 
 
In order to satisfy their PJM credit requirements Participants may provide Collateral in a 
PJMSettlement-approved form and amount pursuant to the guidelines herein.   
 
Collateral which is no longer required to be maintained under provisions of the Agreements shall 
be returned at the request of a Participant no later than two Business Days following 
determination by PJMSettlement within a commercially reasonable period of time that such 
Collateral is not required. 
 
Except when an event of default has occurred, a Participant may substitute an approved 
PJMSettlement form of Collateral for another PJMSettlement approved form of Collateral of 
equal value.   
 
A. Cash Deposit  
 
Cash provided by a Participant as Collateral will be held in a depository account by 
PJMSettlement.  Interest shall accrue to the benefit of the Participant, provided that 
PJMSettlement may require Participants to provide appropriate tax and other information in 
order to accrue such interest credits.   
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PJMSettlement may establish an array of investment options among which a Participant may 
choose to invest its cash deposited as Collateral.    The depository account shall be held in 
PJMSettlement’s name in a banking or financial institution acceptable to PJMSettlement.  Where 
practicable, PJMSettlement may establish a means for the Participant to communicate directly 
with the bank or financial institution to permit the Participant to direct certain activity in the 
PJMSettlement account in which its Collateral is held.  PJMSettlement will establish and publish 
procedural rules, identifying the investment options and respective discounts in Collateral value 
that will be taken to reflect any liquidation, market and/or credit risk presented by such 
investments.   
 
Cash Collateral may not be pledged or in any way encumbered or restricted from full and timely 
use by PJM in accordance with terms of the Agreements.   
 
PJMSettlement has the right to liquidate all or a portion of the Collateral account balance at its 
discretion to satisfy a Participant’s Total Net Obligation to PJMSettlement in the event of default 
under this Attachment Q or one or more of the Agreements.   
 
B. Letter Of Credit   
 
An unconditional, irrevocable standby letter of credit can be utilized to meet the Collateral 
requirement.  As stated below, the form, substance, and provider of the letter of credit must all be 
acceptable to PJMSettlement. 
 

• The letter of credit will only be accepted from U.S.-based financial institutions or U.S. 
branches of foreign financial institutions (“financial institutions”)  that have a minimum 
corporate debt rating of “A” by Standard & Poor’s or Fitch Ratings, or “A2” from 
Moody’s Investors Service, or an equivalent short term rating from one of these agencies.  
PJMSettlement will consider the lowest applicable rating to be the rating of the financial 
institution.  If the rating of a financial institution providing a letter of credit is lowered 
below A/A2 by any rating agency, then PJMSettlement may require the Participant to 
provide a letter of credit from another financial institution that is rated A/A2 or better, or 
to provide a cash deposit.  If a letter of credit is provided from a U.S. branch of a foreign 
institution, the U.S. branch must itself comply with the terms of this Attachment Q, 
including having its own acceptable credit rating. 

 
• The letter of credit shall state that it shall renew automatically for successive one-year 

periods, until terminated upon at least ninety (90) days prior written notice from the 
issuing financial institution.  If PJM or PJMSettlement receives notice from the issuing 
financial institution that the current letter of credit is being cancelled, the Participant will 
be required to provide evidence, acceptable to PJMSettlement, that such letter of credit 
will be replaced with appropriate Collateral, effective as of the cancellation date of the 
letter of credit, no later than thirty (30) days before the cancellation date of the letter of 
credit, and no later than ninety (90) days after the notice of cancellation.  Failure to do so 
will constitute a default under this Attachment Q and one of more of the Agreements.  
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• PJM will post on its web site an acceptable standard form of a letter of credit that should 
be utilized by a Participant choosing to submit a letter of credit to establish credit at PJM.  
If the letter of credit varies in any way from the standard format, it must first be reviewed 
and approved by PJMSettlement.  All costs associated with obtaining and maintaining a 
letter of credit and meeting the Attachment Q provisions are the responsibility of the 
Participant. 

 
• PJMSettlement may accept a letter of credit from a financial institution that does not meet 

the credit standards of this Attachment Q provided that the letter of credit has third-party 
support, in a form acceptable to PJMSettlement, from a financial institution that does 
meet the credit standards of this Attachment Q. 

 
C. PJM Administrative Charges 
 
Collateral held by PJMSettlement shall also secure obligations to PJM for PJM administrative 
charges, and may be liquidated to satisfy all such obligations in event of default. 
 
D. Collateral Held by PJM  
 
PJMSettlement’s credit requirements are applicable as of the effective date of the filing on May 
5, 2010 by PJM and PJMSettlement of amendments to Attachment Q.  Collateral submitted by 
Participants and held by PJM shall be held by PJM for the benefit of PJMSettlement. 
 
 
IV. CREDIT REQUIREMENTS FOR SCREENED TRANSACTIONS 
 
 
A. Virtual and Export Transaction Screening 
 
1. Credit for Virtual and Export Transactions 
 
Export Transactions and Virtual Transactions both utilize Credit Available for Virtual 
Transactions to support their credit requirements.   
 
PJMSettlement does not require a Market Participant to establish separate or additional credit for 
submitting Virtual or Export Transactions; however, once transactions are submitted and 
accepted by PJM, PJMSettlement may require credit supporting those transactions to be held 
until the transactions are completed and their financial impact incorporated into the Market 
Participant’s Obligations.  If a Market Participant chooses to establish additional Collateral 
and/or Unsecured Credit Allowance in order to increase its Credit Available for Virtual 
Transactions, the Market Participant’s Working Credit Limit for Virtual Transactions shall be 
increased in accordance with the definition thereof.  The Collateral and/or Unsecured Credit 
Allowance available to increase a Market Participant’s Credit Available for Virtual Transactions 
shall be the amount of Collateral and/or Unsecured Credit Allowance available after subtracting 
any credit required for Minimum Participation Requirements, FTR, RPM or other credit 
requirement determinants defined in this Attachment Q, as applicable. 
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If a Market Participant chooses to provide additional Collateral in order to increase its Credit 
Available for Virtual Transactions PJMSettlement may establish a reasonable timeframe, not to 
exceed three months, for which such Collateral must be maintained.  PJMSettlement will not 
impose such restriction on a deposit unless a Market Participant is notified prior to making the 
deposit.  Such restriction, if applied, shall be applied to all future deposits by all Market 
Participants engaging in Virtual Transactions. 
 
A Market Participant may increase its Credit Available for Virtual Transactions by providing 
additional Collateral to PJMSettlement.  PJMSettlement will make a good faith effort to make 
new Collateral available as Credit Available for Virtual Transactions as soon as practicable after 
confirmation of receipt.  In any event, however, Collateral received and confirmed by noon on a 
bBusiness dDay will be applied (as provided under this Attachment Q) to Credit Available for 
Virtual Transactions no later than 10:00 am on the following bBusiness dDay.  Receipt and 
acceptance of wired funds for cash deposit shall mean actual receipt by PJMSettlement’s bank, 
deposit into PJMSettlement’s customer deposit account, confirmation by PJMSettlement that 
such wire has been received and deposited, and entry into PJM’s credit system.  Receipt and 
acceptance of letters of credit shall mean receipt of the original letter of credit or amendment 
thereto, confirmation from PJMSettlement’s credit and legal staffs that such letter of credit or 
amendment thereto conforms to PJMSettlement’s requirements, which confirmation shall be 
made in a reasonable and practicable timeframe, and entry into PJM’s credit system.  To 
facilitate this process, bidders submitting additional Collateral for the purpose of increasing their 
Credit Available for Virtual Transactions are advised to submit such Collateral well in advance 
of the desired time, and to specifically notify PJMSettlement of such submission. 
 
A Market Participant wishing to submit Virtual or Export Transactions must allocate within 
PJM’s credit system the appropriate amount of Credit Available for Virtual Transactions to the 
virtual and export allocation sections within each customer account in which it wishes to submit 
such transactions.  
 
2. Virtual Transaction Screening  
 
All Virtual Transactions submitted to PJM shall be subject to a credit screen prior to acceptance 
in the Day-ahead Energy Market.  The credit screen is applied separately for each of a Market 
Participant’s customer accounts.  The credit screen process will automatically reject Virtual 
Transactions submitted by the Market Participant in a customer account if the Market 
Participant’s Credit Available for Virtual Transactions, allocated on a customer account basis, is 
exceeded by the Virtual Credit Exposure that is calculated based on the Market Participant’s 
Virtual Transactions submitted,  as described below. 
 
A Market Participant’s Virtual Credit Exposure will be calculated separately for each customer 
account on a daily basis for all Virtual Transactions submitted by the Market Participant for the 
next Operating Day using the following equation: 
 
Virtual Credit Exposure = INC and DEC Exposure + Up-to Congestion Exposure  
Where: 
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a. INC and DEC Exposure for each customer account is calculated as: 
 
 i. ((the total MWh bid or offered, whichever is greater, hourly at each node) x the Nodal 
Reference Price x 1 day) summed over all nodes and all hours; plus (b) ((the difference between 
the total bid MWh cleared and total offered MWh cleared hourly at each node) x Nodal 
Reference Price) summed over all nodes and all hours for the previous cleared Day-ahead 
Energy Market. 
 
b. Up-to Congestion Exposure for each customer account is calculated as: 
 

i. Total MWh bid hourly for each Up-to Congestion Transaction x (price bid – Up-to 
Congestion Reference Price) summed over all Up-to Congestion Transactions and all hours; 
plus (b) Total MWh cleared hourly for each Up-to Congestion Transaction x (cleared price – 
Up-to Congestion Reference Price) summed over all Up-to Congestion Transactions and all 
hours for the previous cleared Day-ahead Energy Market, provided that hours for which the 
calculation for an Up-to Congestion Transaction is negative, it shall be deemed to have a zero 
contribution to the sum. 
 

3. Export Transaction Screening 
 
Export Transactions in the Real-time Energy Market shall be subject to Export Transaction 
Screening.  Export Transaction Screening may be performed either for the duration of the entire 
Export Transaction, or  separately for each time interval comprising an Export Transaction.  PJM 
will deny or curtail all or a portion (based on the relevant time interval) of  an Export Transaction  
if that Export Transaction, or portion thereof, would otherwise cause the Market Participant's 
Export Credit Exposure to exceed its Credit Available for Export Transactions.  Export 
Transaction Screening shall be applied separately for each Operating Day and shall also be 
applied to each Export Transaction one or more times prior to the market clearing process for 
each relevant time interval.  Export Transaction Screening shall not apply to transactions 
established directly by and between PJM and a neighboring Balancing Authority for the purpose 
of maintaining reliability. 
 
A Market Participant’s credit exposure for an individual Export Transaction shall be the MWh 
volume of the Export Transaction for each relevant time interval multiplied by each  relevant 
Export Transaction Price Factor and summed over all relevant time intervals of the Export 
Transaction. 
 

 
 
B. RPM Auction and Price Responsive Demand Credit Requirements 
 
Settlement during any Delivery Year of cleared positions resulting or expected to result from any 
RPM Auction shall be included as appropriate in Peak Market Activity, and the provisions of this 
Attachment Q shall apply to any such activity and obligations arising therefrom.  In addition, the 
provisions of this section shall apply to any entity seeking to participate in any RPM Auction, to 
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address credit risks unique to such auctions.  The provisions of this section also shall apply under 
certain circumstances to PRD Providers that seek to commit Price Responsive Demand pursuant 
to the provisions of the Reliability Assurance Agreement. 
 
Credit requirements described herein for RPM Auctions and RPM bilateral transactions are 
applied separately for each customer account of a Market Participant.  Market Participants 
wishing to participate in an RPM Auction or enter into RPM bilateral transactions must designate 
the appropriate amount of credit to each account in which their offers are submitted.   
 
 
1. Applicability 
 
A Market Participant seeking to submit a Sell Offer in any RPM Auction based on any Capacity 
Resource for which there is a materially increased risk of nonperformance must satisfy the credit 
requirement specified herein before submitting such Sell Offer.  A PRD Provider seeking to 
commit Price Responsive Demand for which there is a materially increased risk of non-
performance must satisfy the credit requirement specified herein before it may commit the Price 
Responsive Demand.  Credit must be maintained until such risk of non-performance is 
substantially eliminated, but may be reduced commensurate with the reduction in such risk, as 
set forth in section IV.B.3.   
 
For purposes of this provision, a resource for which there is a materially increased risk of 
nonperformance shall mean:  (i) a Planned Generation Capacity Resource; (ii) a Planned 
Demand Resource or an Energy Efficiency Resource; (iii) a Qualifying Transmission Upgrade; 
(iv) an existing or Planned Generation Capacity Resource located outside the PJM Region that at 
the time it is submitted in a Sell Offer has not secured firm transmission service to the border of 
the PJM Region sufficient to satisfy the deliverability requirements of the Reliability Assurance 
Agreement; or (v) Price Responsive Demand to the extent the responsible PRD Provider has not 
registered PRD-eligible load at a PRD Substation level to satisfy its Nominal PRD Value 
commitment, in accordance with Schedule 6.1 of the Reliability Assurance Agreement. 
 
2. Reliability Pricing Model Auction and Price Responsive Demand Credit 

Requirement 
 
Except as provided for Credit-Limited Offers below, for any resource specified in section 
IV.B.1, other than Price Responsive Demand, the credit requirement shall be the RPM Auction 
Credit Rate, as provided in section IV.B.4, times the megawatts to be offered for sale from such 
resource in an RPM Auction.  For Qualified Transmission Upgrades, the credit requirements 
shall be based on the Locational Deliverability Area in which such upgrade was to increase the 
Capacity Emergency Transfer Limit.  However, the credit requirement for Planned Financed 
Generation Capacity Resources and Planned External Financed Generation Capacity Resources 
shall be one half of the product of the RPM Auction Credit Rate, as provided in section IV.B.4, 
times the megawatts to be offered for sale from such resource in a Reliability Pricing Model 
Auction.  The RPM Auction Credit Requirement for each Market Participant shall be determined 
on a customer account basis, separately for each customer account of a Market Participant, and 
shall be the sum of the credit requirements for all such resources to be offered by such Market 
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Participant in the auction or, as applicable, cleared by such Market Participant in the relevant 
auctions.  For Price Responsive Demand , the credit requirement shall be based on the Nominal 
PRD Value (stated in Unforced Capacity terms) times the Price Responsive Demand Credit Rate 
as set forth in section IV.B.5. 
 
Except for Credit-Limited Offers, the RPM Auction Credit requirement for a Market Participant 
will be reduced for any Delivery Year to the extent less than all of such Market Participant’s 
offers clear in the Base Residual Auction or any Incremental Auction for such Delivery Year. 
Such reduction shall be proportional to the quantity, in megawatts, that failed to clear in such 
Delivery Year. 
 
A Sell Offer based on a Planned Generation Capacity Resource, Planned Demand Resource, or 
Energy Efficiency Resource may be submitted as a Credit-Limited Offer.  A Market Participant 
electing this option shall specify a maximum amount of Unforced Capacity, in megawatts, and a 
maximum credit requirement, in dollars, applicable to the Sell Offer.  A Credit-Limited Offer 
shall clear the RPM Auction in which it is submitted (to the extent it otherwise would clear based 
on the other offer parameters and the system’s need for the offered capacity) only to the extent of 
the lesser of:  (i) the quantity of Unforced Capacity that is the quotient of the division of the 
specified maximum credit requirement by the Auction Credit Rate resulting from section 
IV.B.4.b.; and (ii) the maximum amount of Unforced Capacity specified in the Sell Offer.  For a 
Market Participant electing this alternative, the RPM Auction Credit requirement applicable prior 
to the posting of results of the auction shall be the maximum credit requirement specified in its 
Credit-Limited Offer, and the RPM Auction Credit requirement subsequent to posting of the 
results will be the Auction Credit Rate, as provided in section IV.B.4.b, c. or d., as applicable, 
times the amount of Unforced Capacity from such Sell Offer that cleared in the auction. The 
availability and operational details of Credit-Limited Offers shall be as described in the PJM 
Manuals. 
 
As set forth in section IV.B.4, a Market Participant's Auction Credit requirement shall be 
determined separately for each Delivery Year. 
 
 
3. Reduction in Credit Requirement 
 
As specified below, the RPM Auction Credit Rate may be reduced under certain circumstances 
after the auction has closed. 
 
The Price Responsive Demand credit requirement shall be reduced as and to the extent the PRD 
Provider registers PRD-eligible load at a PRD Substation level to satisfy its Nominal PRD Value 
commitment, in accordance with Schedule 6.1 of the Reliability Assurance Agreement.   
 
In addition, the RPM Auction Credit requirement for a Market Participant for any given Delivery 
Year shall be reduced periodically, provided the Market Participant successfully meets progress 
milestones that reduce the risk of non-performance, as follows:  
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a. For Planned Demand Resources and Energy Efficiency Resources, the RPM Auction 
Credit requirement will be reduced in direct proportion to the megawatts of such Demand 
Resource that the Resource Provider qualifies as a Capacity Resource, in accordance with the 
procedures established under the Reliability Assurance Agreement. 
 
b. For Existing Generation Capacity Resources located outside the PJM Region that have 
not secured sufficient firm transmission to the border of the PJM Region prior to the auction in 
which such resource is first offered, the RPM Auction Credit requirement shall be reduced in 
direct proportion to the megawatts of firm transmission service secured by the Market Participant 
that qualify such resource under the deliverability requirements of the Reliability Assurance 
Agreement.   
 
c. For Planned Generation Capacity Resources located in the PJM Region, the RPM 
Auction Credit requirement shall be reduced as the Capacity Resource attains the milestones 
stated in the following table and as further described in the PJM Manuals.  
 

Milestones 
Increment of reduction 

from initial RPM Auction 
Credit requirement  

Effective Date of Interconnection Service Agreement 50% 
Financial Close 15% 
Full Notice to Proceed and Commencement of 
Construction (e.g., footers poured) 5% 

Main Power Generating Equipment Delivered 5% 
Commencement of Interconnection Service 25% 
 
To obtain a reduction in its RPM Auction Credit requirement, except for the Interconnection 
Service Agreement and Commencement of Interconnection Service milestones, the Capacity 
Market Seller must submit a sworn, notarized certification of a duly authorized independent 
engineer in a form acceptable to PJM, certifying that the engineer has personal knowledge, or 
has engaged in a diligent inquiry to determine, that the milestone has been achieved and that, 
based on its review of the relevant project information, the independent engineer is not aware of 
any information that could reasonably cause it to believe that the Capacity Resource will not be 
in-service by the beginning of the applicable Delivery Year.  The Capacity Market Seller shall, if 
requested by PJM, supply to PJM on a confidential basis all records and documents relating to 
the independent engineer’s certification.   
 
d. For Planned External Generation Capacity Resources, the RPM Auction Credit 
requirement shall be reduced as the Capacity Resource attains the milestones stated in the 
following table and as further described in the PJM Manuals; provided, however, that the total 
percentage reduction in the RPM Auction Credit requirement shall be no greater than the 
quotient of (a) the MWs of firm transmission service that the Capacity Market Seller has secured 
for the complete transmission path divided by (b) the MWs of firm transmission service required 
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to  qualify such resource under the deliverability requirements of the Reliability Assurance 
Agreement. 
 

Credit Reduction Milestones for Planned External Generation Capacity Resources 

Milestones 
Increment of reduction from 
initial RPM Auction Credit 

requirement  
Effective Date of the equivalent of an Interconnection 
Service Agreement  50% 

Financial Close  15% 
Full Notice to Proceed and Commencement of 
Construction (e.g., footers poured)  5% 

Main Power Generating Equipment Delivered  5% 
Commencement of Interconnection Service  25% 
 
To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 
demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 
Generation Capacity Resources in subsection (c) above.   
 
e. For Planned Financed Generation Capacity Resources located in the PJM Region, the 
RPM Auction Credit requirement shall be reduced as the Capacity Resource attains the 
milestones stated in the following table and as further described in the PJM Manuals.  
  

Credit Reduction Milestones for Planned Financed Generation Capacity Resources 

Milestones 
Increment of reduction from 
initial RPM Auction Credit 

requirement  
Full Notice to Proceed 50% 
Commencement of Construction (e.g., footers poured) 15% 
Main Power Generating Equipment Delivered 10% 
Commencement of Interconnection Service 25% 
 
To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 
demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 
Generation Capacity Resources in subsection (c) above. 
 
f. For Planned External Financed Generation Capacity Resources, the RPM Credit Auction 
Requirement shall be reduced as the Capacity Resource attains the milestones stated in the 
following table and as further described in the PJM Manuals; provided, however, that the total 
percentage reduction in the RPM Auction Credit requirement, including the initial 50% reduction 
for being a Planned External Financed Generation Capacity Resources, shall be no greater than 
the quotient of (a) the MWs of firm transmission service that the Capacity Market Seller has 
secured for the complete transmission path divided by (b) the MWs of firm transmission service 
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required to  qualify such resource under the deliverability requirements of the Reliability 
Assurance Agreement.  
 

Credit Reduction Milestones for Planned External Financed Generation Capacity  

Milestones 
Increment of reduction from 
initial RPM Auction Credit 

requirement  
Full Notice to Proceed  50% 
Commencement of Construction (e.g., footers poured)  15% 
Main Power Generating Equipment Delivered  10% 
Commencement of Interconnection Service  25% 
 
To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 
demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 
Generation Capacity Resources in subsection (c) above. 
 
 
g. For Qualifying Transmission Upgrades, the RPM Auction Credit requirement shall be 
reduced to 50% of the amount calculated under section IV.B.2 beginning as of the effective date 
of the latest associated Interconnection Service Agreement (or, when a project will have no such 
agreement, an Upgrade Construction Service Agreement), and shall be reduced to zero on the 
date the Qualifying Transmission Upgrade is placed in service.  In addition, a Qualifying 
Transmission Upgrade will be allowed a reduction in its RPM Auction Credit requirement equal 
to the amount of Collateral currently posted with PJM for the facility construction when the 
Qualifying Transmission Upgrade meets the following requirements:  the Upgrade Construction 
Service Agreement has been fully executed, the full estimated cost to complete as most recently 
determined or updated by PJM has been fully paid or collateralized, and all regulatory and other 
required approvals (except those that must await construction completion) have been obtained.  
Such reduction in RPM Auction Credit requirement may not be transferred across different 
projects. 
 
4. RPM Auction Credit Rate 
 
As set forth in the PJM Manuals, a separate Auction Credit Rate shall be calculated for each 
Delivery Year prior to each RPM Auction for such Delivery Year, as follows: 
 
a.  Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the 
Auction Credit Rate shall be: 
 

(i) For all Capacity Resources other than Capacity Performance Resources,  (the 
greater of (A) 0.3 times the Net Cost of New Entry for the PJM Region for such Delivery Year, 
in MW-day or (B) $20 per MW-day) times the number of days in such Delivery Year; and 
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(ii) For Capacity Performance Resources, the greater of ((A) 0.5 times the Net Cost of 
New Entry for the PJM Region for such Delivery Year or for the Relevant LDA, in MW-day or 
(B) $20 per MW-day) times the number of days in such Delivery Year. 

 
(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the number of days 
in the relevant season. 
 
b. Subsequent to the posting of the results from a Base Residual Auction, the Auction Credit 
Rate used for ongoing credit requirements for supply committed in such auction shall be: 
 

(i) For all Capacity Resources other than Capacity Performance Resources, (the 
greater of (A) $20/MW-day or (B) 0.2 times the Capacity Resource Clearing Price 
in such auction for the Locational Deliverability Area within which the resource is 
located) times the number of days in such Delivery Year; and 
 

(ii) For Capacity Performance Resources, the (greater of [(A) $20/MW-day or (B) 0.2 
times the Capacity Resource Clearing Price in such auction for the Locational 
Deliverability Area within which the resource is located) or (C) the lesser of (i) 
0.5 times the Net Cost of New Entry for the PJM Region for such Delivery Year 
or for the Relevant LDA, in $/MW-day or (ii) 1.5 times the Net Cost of New 
Entry (stated on an installed capacity basis) for the PJM Region for such Delivery 
year or for the Relevant LDA, in $/MW-day minus (the Capacity Resource 
Clearing Price in such auction for the Locational Deliverability Area within which 
the resource is located)] times the number of days in such Delivery Year). 

 
(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the 
number of days in the relevant season. 

 
c. For any resource not previously committed for a Delivery Year that seeks to participate in 
an Incremental Auction, the Auction Credit Rate shall be: 
 

(i) For all Capacity Resources other than Capacity Performance Resources,  (the greater 
of (A) 0.3 times the Net Cost of New Entry for the PJM Region for such Delivery Year, in MW-
day or (B) 0.24 times the Capacity Resource Clearing Price in the Base Residual Auction for 
such Delivery Year for the Locational Deliverability Area within which the resource is located or 
(C) $20 per MW-day) times the number of days in such Delivery Year; and 

 
(ii) For Capacity Performance Resources, the (greater of (A) 0.5 times Net Cost of 

New Entry for the PJM Region for such Delivery year or for the Relevant LDA or (B) $20/MW-
day) times the number of days in such Delivery Year. 
 
d. Subsequent to the posting of the results of an Incremental Auction, the Auction Credit 
Rate used for ongoing credit requirements for supply committed in such auction shall be: 
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(i) For Base Capacity Resources: (the greater of (A) $20/MW-day or (B) 0.2 times 
the Capacity Resource Clearing Price in such auction for the Locational 
Deliverability Area within which the resource is located) times the number of 
days in such Delivery Year, but no greater than the Auction Credit Rate 
previously established for such resource’s participation in such Incremental 
Auction pursuant to subsection (c) above) times the number of days in such 
Delivery Year; and 

 
(ii) For Capacity Performance Resources, the greater of [(A) $20/MW-day or (B) 0.2 

times the Capacity Resource Clearing Price in such auction for the Locational 
Deliverability Area within which the resource is located) or (C) the lesser of (i) 
0.5 times the Net Cost of New Entry for the PJM Region for such Delivery Year 
or for the Relevant LDA, in $/MW-day or (ii) 1.5 times the Net Cost of New 
Entry (stated on an installed capacity basis) for the PJM Region for such Delivery 
Year or for the Relevant LDA, in $/MW-day minus (the Capacity Resource 
Clearing Price in such auction for the Locational Deliverability Area within which 
the resource is located)] times the number of days in such Delivery Year).  

 
(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the 
number of days in the relevant season. 

 
e. For the purposes of this section IV.B.4, “Relevant LDA” means the Locational 
Deliverability Area in which the Capacity Performance Resource is located if a separate Variable 
Resource Requirement Curve has been established for that Locational Deliverability Area for the 
Base Residual Auction for such Delivery Year. 
 
5. Price Responsive Demand Credit Rate 
 
a. Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the 
Price Responsive Demand Credit Rate shall be (the greater of (i) 0.3 times the Net Cost of New 
Entry for the PJM Region for such Delivery Year, in MW-day or (ii) $20 per MW-day) times the 
number of days in such Delivery Year; 
 
b. Subsequent to the posting of the results from a Base Residual Auction, the Price 
Responsive Demand Credit Rate used for ongoing credit requirements for Price Responsive 
Demand registered prior to such auction shall be (the greater of (i) $20/MW-day or (ii) 0.2 times 
the Capacity Resource Clearing Price in such auction for the Locational Deliverability Area 
within which the PRD load is located) times the number of days in such Delivery Year times a 
final price uncertainty factor of 1.05; 
 
c. For any additional Price Responsive Demand that seeks to commit in a Third Incremental Auction in 
response to a qualifying change in the final LDA load forecast, the Price Responsive Demand Credit Rate shall be 
the same as the rate for Price Responsive Demand that had cleared in the Base Residual Auction; 
 
d. Subsequent to the posting of the results of the Third Incremental Auction, the Price 
Responsive Demand Credit Rate used for ongoing credit requirements for all Price Responsive 
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Demand, shall be (the greater of (i) $20/MW-day or (ii) 0.2 times the Final Zonal Capacity Price 
for the Locational Deliverability Area within which the Price Responsive Demand is located) 
times the number of days in such Delivery Year, but no greater than the Price Responsive 
Demand Credit Rate previously established under subsections (a), (b), or (c) of this section for 
such Delivery Year. 
 
6. RPM Seller Credit - Additional Form of Unsecured Credit for RPM 
 
In addition to the forms of credit specified elsewhere in this Attachment Q, RPM Seller Credit 
shall be available to Market  Participants, but solely for purposes of satisfying RPM Auction 
Credit requirements.  If a supplier has a history of being a net seller into PJM Markets, on 
average, over the past 12 months, then PJMSettlement will count as available Unsecured Credit 
twice the average of that Market Participant’s total net monthly PJMSettlement bills over the 
past 12 months.  This RPM Seller Credit shall be subject to the cap on available Unsecured 
Credit as established in section II.D.3.   
 
RPM Seller Credit is calculated as a single value for each Market Participant, not separately by 
account, and must be designated to specific customer accounts in order to be available to satisfy 
RPM Auction Credit requirements that are calculated in each such customer account. 
 
7.  Credit Responsibility for Traded Planned RPM Capacity Resources 
 
PJMSettlement may require that credit and financial responsibility for planned Capacity 
Resources that are traded remain with the original party (which for these purposes, means the 
party bearing credit responsibility for the planned Capacity Resource immediately prior to trade) 
unless the receiving party independently establishes consistent with this Attachment Q, that it has 
sufficient credit with PJMSettlement and agrees by providing written notice to PJMSettlement 
that it will fully assume the credit responsibility associated with the traded planned Capacity 
Resource. 
 
C. Financial Transmission Right Auctions 
 
Credit requirements described herein for FTR activity are applied separately for each customer 
account of a Market Participant.  FTR Participants must designate the appropriate amount of 
credit to each separate customer account in which any activity occurs or will occur. 
 
1. FTR Credit Limit. 
 
Participants must maintain their FTR Credit Limit at a level equal to or greater than their FTR 
Credit Requirement for each applicable account. FTR Credit Limits will be established only by a 
Participants providing Collateral and designating the available credit to specific accounts. 
 
2. FTR Credit Requirement. 
 
For each Market Participant with FTR activity, PJMSettlement shall calculate an FTR Credit 
Requirement based on FTR cost less a discounted historical value.  FTR Credit Requirements 



 

Page 425 

shall be further adjusted by ARR credits available and by an amount based on portfolio 
diversification, if applicable.  The requirement will be based on individual monthly exposures 
which are then used to derive a total requirement. 
 
The FTR Credit Requirement shall be calculated by first adding for each month the FTR 
Monthly Credit Requirement Contribution for each submitted, accepted, and cleared FTR and 
then subtracting the prorated value of any ARRs held by the Market Participant for that month.  
The resulting twelve monthly subtotals represent the expected value of net payments between 
PJMSettlement and the Market Participant for FTR activity each month during the Planning 
Period.  Subject to later adjustment by an amount based on portfolio diversification, if 
applicable, the FTR Credit Requirement shall be the sum of the individual positive monthly 
subtotals, representing months in which net payments to PJMSettlement are expected. 
 
3. Rejection of FTR Bids. 
 
Bids submitted into an auction will be rejected if the Market Participant’s FTR Credit 
Requirement including such submitted bids would exceed the Market Participant’s FTR Credit 
Limit, or if the Market Participant fails to establish additional credit as required pursuant to 
provisions related to portfolio diversification. 
 
4. FTR Credit Collateral Returns. 
 
A Market Participant may request from PJMSettlement the return of any Collateral no longer 
required for the FTR auctions.  PJMSettlement is permitted to limit the frequency of such 
requested Collateral returns, provided that Collateral returns shall be made by PJMSettlement at 
least once per calendar quarter, if requested by a Market Participant. 
 
5. Credit Responsibility for Bilateral Transfers of FTRs. 
 
PJMSettlement may require that credit responsibility associated with an FTR bilaterally 
transferred to a new Market Participant remain with the original party (which for these purposes, 
means the party bearing credit responsibility for the FTR immediately prior to bilateral transfer) 
unless and until the receiving party independently establishes, consistent with this Attachment Q, 
sufficient credit with PJMSettlement and agrees through confirmation of the bilateral transfer in 
PJM’s FTR reporting toolsystem that it will meet in full the credit requirements associated with 
the transferred FTR. 
 
6. Portfolio Diversification. 
Portfolio diversification shall be calculated, and the appropriate provisions herein applied, 
separately for each customer account of a Market Participant, and separately for each month.   
 
Subsequent to calculating a tentative cleared solution for an FTR auction (or auction round), 
PJM shall determine the FTR Portfolio Auction Value for each customer account of a Market 
Participant, including the tentative cleared solution.  Any customer accounts with such FTR 
Portfolio Auction Values that are negative in one or more months shall be deemed “FTR Flow 
Undiversified”. 
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For customer accounts that are FTR Flow Undiversified in a month, PJMSettlement shall 
increment the FTR Credit Requirement by an amount equal to three times the absolute value of 
the FTR Portfolio Auction Value in that month, including the tentative cleared solution.  For 
portfolios that are FTR Flow Undiversified in months subsequent to the current planning year, 
these incremental amounts, calculated on a monthly basis, shall be reduced (but not below zero) 
by an amount up to 25% of the monthly value of ARR credits that are held by a Market 
Participant. Subsequent to the ARR allocation process preceding an annual FTR auction, such 
ARRs credits shall be reduced to zero for months associated with that ARR allocation process.  
PJMSettlement may recalculate such ARR credits at any time, but at a minimum shall do so 
subsequent to each annual FTR auction.  If a reduction in such ARR credits at any time increases  
a Market Participant’s FTR Credit Requirements beyond its credit available for FTR activity, the 
Market Participant must increase its credit to eliminate the shortfall in the applicable customer 
account(s). 
 
If the FTR Credit Requirement for any Market Participant’s customer account exceeds its credit 
available for FTRs as a result of these diversification requirements for the tentatively cleared 
portfolio of FTRs, PJMSettlement shall immediately issue a demand for additional credit, and 
such demand must be fulfilled before 4:00 p.m. on the bBusiness dDay following the demand.  If 
any Market Participant does not timely satisfy such demand, PJMSettlement, in coordination 
with PJM, shall cause the removal of that Market Participant's entire set of bids in that account 
for that FTR auction (or auction round) and a new cleared solution shall be calculated for the 
entire auction (or auction round).   
 
If necessary, PJM shall repeat the auction clearing calculation.  PJM shall repeat these portfolio 
diversification calculations subsequent to any such secondary clearing calculation, and 
PJMSettlement shall require affected Market Participants to establish additional credit.  
 
7. FTR Administrative Charge Credit Requirement 
 
In addition to any other credit requirements, PJMSettlement may apply a credit requirement to 
cover the maximum administrative fees that may be charged to a Market Participant for its bids 
and offers. 
 
8. Long-Term FTR Credit Recalculation 
 
Long-term FTR Credit Requirement calculations shall be updated annually for known history, 
consistent with updating of historical values used for FTR Credit Requirement calculations in the 
annual auctions. 

 
 
V. GENERAL OBLIGATIONS 
 
A. Peak Market Activity Credit Requirement 
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PJM shall calculate a Peak Market Activity credit requirement for each Participant.  Each 
Participant must maintain sufficient Unsecured Credit Allowance and/or Collateral, as 
applicable, and subject to the provisions herein, to satisfy its Peak Market Activity credit 
requirement. 
 
Peak Market Activity for Participants will be determined semi-annually, utilizing an initial Peak 
Market Activity, as explained below, calculated after the first complete billing week in the 
months of April and October.  Peak Market Activity shall be the greater of the initial Peak 
Market Activity, or the greatest amount invoiced for the Participant’s transaction activity for all 
PJM Markets and services in any rolling one, two, or three week period, ending within a 
respective semi-annual period.  However, Peak Market Activity shall not exceed the greatest 
amount invoiced for the Participant’s transaction activity for all PJM Markets and services in any 
rolling one, two or three week period in the prior 52 weeks.  
 
Peak Market Activity shall exclude FTR Net Activity, Virtual Transactions Net Activity, and 
Export Transactions Net Activity. 
 
The initial Peak Market Activity for Applicants will be determined by PJMSettlement based on a 
review of an estimate of their transactional activity for all PJM Markets and services over the 
next 52 weeks, which the Applicant shall provide to PJMSettlement.   
 
The initial Peak Market Activity for Market Participants and Transmission Customers, calculated 
at the beginning of each semi-annual period, shall be the three-week average of all non-zero 
invoice totals over the previous 52 weeks. This calculation shall be performed and applied within 
three Business Days following the day the invoice is issued for the first full billing week in the 
current semi-annual period.  
 
Prepayments shall not affect Peak Market Activity unless otherwise agreed to in writing pursuant 
to this Attachment Q. 
 
Peak Market Activity calculations shall take into account reductions of invoice values 
effectuated by early payments which are applied to reduce a Participant’s Peak Market Activity 
as contemplated by other terms of this Attachment Q; provided that the initial Peak Market 
Activity shall not be less than the average value calculated using the weeks for which no early 
payment was made.  
 
A Participant may reduce its Collateral requirement by agreeing in writing (in a form acceptable 
to PJMSettlement) to make additional payments, including prepayments, as and when necessary 
to ensure that such Participant’s Total Net Obligation at no time exceeds such reduced Collateral 
requirement. 
 
PJMSettlement may, at its discretion, adjust a Participant’s Peak Market Activity requirement if 
PJMSettlement determines that the Peak Market Activity is not representative of such 
Participant’s expected activity, as a consequence of known, measurable, and sustained changes.  
Such changes may include the loss (without replacement) of short-term load contracts, when 
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such contracts had terms of three months or more and were acquired through state-sponsored 
retail load programs, but shall not include short-term buying and selling activities. 
 
PJMSettlement may waive the credit requirements for a Participant that has no outstanding 
transactions and agrees in writing that it shall not, after the date of such agreement, incur 
obligations under any of the Agreements.  Such entity’s access to all electronic transaction 
systems administered by PJM shall be terminated. 
 
A Participant receiving unsecured credit may make early payments up to ten times in a rolling 
52-week period in order to reduce its Peak Market Activity for credit requirement purposes.  
Imputed Peak Market Activity reductions for credit purposes will be applied to the billing period 
for which the payment was received.  Payments used as the basis for such reductions must be 
received prior to issuance or posting of the invoice for the relevant billing period.  The imputed 
Peak Market Activity reduction attributed to any payment may not exceed the amount of 
Unsecured Credit for which the Participant is eligible. 
 
B. Working Credit Limit 
 
PJMSettlement will establish a Working Credit Limit for each Participant against which its Total 
Net Obligation will be monitored.  The Working Credit Limit is defined as 75% of the   
Collateral provided to PJMSettlement and/or 75% of the Unsecured Credit Allowance 
determined by PJMSettlement, as reduced by any applicable credit requirement determinants 
defined in this Attachment Q.  A Participant’s Total Net Obligation should not exceed its 
Working Credit Limit.  
 
Example: After a credit evaluation by PJMSettlement, a Participant that has satisfied the 
Minimum Participation Requirements with audited financials demonstrating a Tangible Net 
Worth greater than $1,000,000 is allowed an Unsecured Credit Allowance of $10.0 million.  The 
Participant will be assigned a Working Credit Limit of $87.5 million.  
 
If a Participant’s Total Net Obligation approaches its Working Credit Limit, PJMSettlement may 
require the Participant to make an advance payment or increase its Collateral in order to maintain 
its Total Net Obligation below its Working Credit Limit.  Except as explicitly provided herein, 
advance payments shall not serve to reduce the Participant’s Peak Market Activity for the 
purpose of calculating credit requirements. 

Example:  After 10 days, and with 5 days remaining before the bill is due to be paid, a 
Participant approaches its $4.0 million Working Credit Limit.  PJMSettlement may 
require a prepayment of $2.0 million in order that the Total Net Obligation will not 
exceed the Working Credit Limit.   

If a Participant exceeds its Working Credit Limit or is required to make advance payments more 
than ten times during a 52-week period, PJMSettlement may require Collateral in an amount as 
may be deemed reasonably necessary to support its Total Net Obligation. 

 
VI. CREDIT BREACH AND EVENTS OF DEFAULT 
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If PJMSettlement determines that a Participant is in Credit Breach of its requirements, including 
payment requirements, PJMSettlement may issue to the Participant a breach notice or Collateral 
Call.  A Participant will have two Business Days from notification of Credit Breach or issuance 
of a Collateral Call to remedy the Credit Breach or satisfy the Collateral Call in a manner 
deemed acceptable by PJMSettlement.  Failure to remedy the Credit Breach or satisfy such 
Collateral Call within such two Business Days will be considered an event of default.  If a 
Participant fails to meet the requirements of this Attachment Q but then remedies the Credit 
Breach or satisfies a Collateral Call within the two Business Day cure period, then the Participant 
shall be deemed to have complied with this Attachment Q. Any such two Business Day cure 
period will expire at 4:00 p.m. eastern prevailing time on the final day. 
 
Only one cure period shall apply to a single event giving rise to a Credit Breach or Credit Breach 
default. Application of Collateral towards a non-payment shall not be considered a satisfactory 
cure of such Credit Breach if the Participant fails to meet all requirements of this Attachment Q 
after such application. 
 
Failure to comply with this Attachment Q (except for the responsibility of a Participant to notify 
PJMSettlement of a material change) shall be considered an event of default.  Pursuant to section 
15.1.3(a) of the Operating Agreement and section I.7.3 of the PJM Tariff, non-compliance with 
this Attachment Q is an event of default under those respective Agreements.  In event of default 
under this Attachment Q or one or more of the Agreements, PJMSettlement, in coordination with 
PJM, will take such actions as may be required or permitted under the Agreements, including but 
not limited to the termination of the Participant’s ongoing Transmission Service and participation 
in PJM Markets.  PJMSettlement has the right to liquidate all or a portion of a Participant’s 
Collateral at its discretion to satisfy Total Net Obligations to PJMSettlement in the event of 
default under this Attachment Q or one or more of the Agreements. 
 
In event of breach or default by a Participant of any requirements of this Attachment Q, 
PJMSettlement may exercise any remedy or action allowed or prescribed by this Attachment Q 
immediately upon identification of the Breach or following a reasonable time after identification 
in order to properly investigate and to orderly exercise such remedy or action.  Delay in 
exercising any allowed or prescribed remedy or action shall not preclude PJMSettlement from 
exercising such remedy or action at a later time. 
 
PJMSettlement may hold a defaulting Participant’s Collateral for as long as such party’s 
positions exist and consistent with this Attachment Q, in order to protect PJM’s membership 
from default. 
 
No payments shall be due to a Participant, nor shall any payments be made to a Participant, 
while the Participant is in default or has been declared in Credit Breach of this Attachment Q or 
the Agreements, or while a Collateral Call is outstanding.  PJMSettlement may apply towards an 
ongoing default any amounts that are held or later become available or due to the defaulting 
Participant through PJM's markets and systems.  
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In order to cover Obligations, PJMSettlement may hold a Participant's Collateral through the end 
of the billing period which includes the 90th day following the last day a Participant had activity, 
open positions, or accruing obligations (other than reconciliations and true-ups), and until such 
Participant has satisfactorily paid any obligations invoiced through such period.  Obligations 
incurred or accrued through such period shall survive any withdrawal from PJM.  In event of 
non-payment by a Participant, PJMSettlement may apply any Collateral to such Participant's 
Obligations, even if Participant had previously announced and effected its withdrawal from PJM. 
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PJM MINIMUM PARTICIPATION CRITERIA  
OFFICER CERTIFICATION FORM 

 
 
 
 
 
I, ______________________________________________, a duly authorized officer of 
Participant, understanding that PJM Interconnection, L.L.C. and PJMSettlement, Inc. 
(“PJMSettlement”) are relying on this certification as evidence that Participant meets the 
minimum requirements set forth in Attachment Q to the PJM Open Access Transmission Tariff 
("PJM Tariff"), hereby certify that I have full authority to represent on behalf of Participant and 
further represent as follows, as evidenced by my initialing each representation in the space 
provided below:  
 

1.  All employees or agents transacting in markets or services provided pursuant to the PJM 
Tariff or PJM Amended and Restated Operating Agreement (“PJM Operating 
Agreement”) on behalf of the Participant have received appropriate1 training and are 
authorized to transact on behalf of Participant._________ 
 

2. Participant has written risk management policies, procedures, and controls, approved by 
Participant’s independent risk management function2 and applicable to transactions in the 
PJM Markets in which it participates and for which employees or agents transacting in 
markets or services provided pursuant to the PJM Tariff or PJM Operating Agreement 
have been trained, that provide an appropriate, comprehensive risk management 
framework that, at a minimum, clearly identifies and documents the range of risks to 
which Participant is exposed, including, but not limited to credit risks, liquidity risks and 
market risks.__________   

 
3. An FTR Participant must make either the following 3.a. or 3.b. additional representations, 

evidenced by the undersigned officer initialing either the one 3.a. representation or the six 
3.b. representations in the spaces provided below:  

 
3.a.  Participant transacts in PJM’s FTR markets with the sole intent to hedge 

congestion risk in connection with either obligations Participant has to serve load 
or rights Participant has to generate electricity in the PJM Region (“physical  

 
__________ 
1 As used in this representation, the term “appropriate” as used with respect to training means training that is (i) 
comparable to generally accepted practices in the energy trading industry, and (ii) commensurate and proportional in 
sophistication, scope and frequency to the volume of transactions and the nature and extent of the risk taken by the 
participant.   
2 As used in this representation, a Participant’s “independent risk management function” can include appropriate 
corporate persons or bodies that are independent of the Participant’s trading functions, such as a risk management 
committee, a risk officer, a Participant’s board or board committee, or a board or committee of the Participant’s 
parent company. 
 

Participant Name: ____________________________________________ ("Participant") 



 

Page 433 

transactions”) and monitors all of the Participant’s FTR market activity to 
endeavor to ensure that its FTR positions, considering both the size and pathways 
of the positions, are either generally proportionate to or generally do not exceed 
the Participant’s physical transactions, and remain generally consistent with the 
Participant’s intention to hedge its physical transactions.__________ 

 
3.b. On no less than a weekly basis, Participant values its FTR positions and engages 

in a probabilistic assessment of the hypothetical risk of such positions using 
analytically based methodologies, predicated on the use of industry accepted 
valuation methodologies.__________ 

 
Such valuation and risk assessment functions are performed either by persons 
within Participant’s organization independent from those trading in PJM’s FTR 
markets or by an outside firm qualified and with expertise in this area of risk 
management.__________  
 
Having valued its FTR positions and quantified their hypothetical risks, 
Participant applies its written policies, procedures and controls to limit its risks 
using industry recognized practices, such as value-at-risk limitations, 
concentration limits, or other controls designed to prevent Participant from 
purposefully or unintentionally taking on risk that is not commensurate or 
proportional to Participant’s financial capability to manage such risk.__________ 
 
Exceptions to Participant’s written risk policies, procedures and controls 
applicable to Participant’s FTR positions are documented and explain a reasoned 
basis for the granting of any exception.__________    
 
Participant has provided to PJMSettlement, in accordance with section I.B of 
Attachment Q to the PJM Tariff, a copy of its current governing risk management 
policies, procedures and controls applicable to its FTR trading 
activities.__________    

 
 If the risk management policies, procedures and controls applicable to 

Participant’s FTR trading activities submitted to PJMSettlement were submitted 
prior to the current certification, Participant certifies that no substantive changes 
have been made to such policies, procedures and controls applicable to its FTR 
trading activities since such submission.__________ 

 
4. Participant has appropriate personnel resources, operating procedures and technical 

abilities to promptly and effectively respond to all PJM communications and 
directions.__________ 
 

5. Participant has demonstrated compliance with the Minimum Capitalization criteria set 
forth in Attachment Q of the PJM Open Access Transmission Tariff that are applicable to 
the PJM Market(s) in which Participant transacts, and is not aware of any change having 
occurred or being imminent that would invalidate such compliance.__________ 
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6. All Participants must certify and initial in at least one of the four sections below: 

 
a. I certify that Participant qualifies as an “appropriate person” as that term is defined 

under section 4(c)(3), or successor provision, of the Commodity Exchange Act or an 
“eligible contract participant” as that term is defined under section 1a(18), or 
successor provision, of the Commodity Exchange Act.  I certify that Participant will 
cease transacting in PJM’s Markets and notify PJMSettlement immediately if 
Participant no longer qualifies as an “appropriate person” or “eligible contract 
participant.”__________ 

 
If providing financial statements to support Participant’s certification of qualification 
as an “appropriate person:” 

 
I certify, to the best of my knowledge and belief, that the financial statements 
provided to PJMSettlement present fairly, pursuant to such disclosures in such 
financial statements, the financial position of Participant as of the date of those 
financial statements.  Further, I certify that Participant continues to maintain the 
minimum $1 million total net worth and/or $5 million total asset levels reflected 
in these financial statements as of the date of this certification.  I acknowledge 
that both PJM and PJMSettlement are relying upon my certification to maintain 
compliance with federal regulatory requirements.__________ 
 

If providing financial statements to support Participant’s certification of qualification 
as an “eligible contract participant:” 
 

I certify, to the best of my knowledge and belief, that the financial statements 
provided to PJMSettlement present fairly, pursuant to such disclosures in such 
financial statements, the financial position of Participant as of the date of those 
financial statements.  Further, I certify that Participant continues to maintain the 
minimum $1 million total net worth and/or $10 million total asset levels reflected 
in these financial statements as of the date of this certification.  I acknowledge 
that both PJM and PJMSettlement are relying upon my certification to maintain 
compliance with federal regulatory requirements.__________ 
 

b. I certify that Participant has provided an unlimited Corporate Guaranty in a form 
acceptable to PJM as described in section II.C of Attachment Q from an issuer that 
has at least $1 million of total net worth or $5 million of total assets per Participant 
for which the issuer has issued an unlimited Corporate Guaranty.  I certify that 
Participant will cease transacting PJM’s Markets and notify PJMSettlement 
immediately if issuer of the unlimited Corporate Guaranty for Participant no longer 
has at least $1 million of total net worth or $5 million of total assets per Participant 
for which the issuer has issued an unlimited Corporate Guaranty.__________ 

 
I certify that the issuer of the unlimited Corporate Guaranty to Participant continues 
to have at least $1 million of total net worth or $5 million of total assets per 
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Participant for which the issuer has issued an unlimited Corporate Guaranty.  I 
acknowledge that PJM and PJMSettlement are relying upon my certifications to 
maintain compliance with federal regulatory requirements.__________ 
 

c. I certify that Participant fulfills the eligibility requirements of the Commodity Futures 
Trading Commission exemption order (78 F.R. 19880 – April 2, 2013) by being in 
the business of at least one of the following in the PJM Region as indicated below 
(initial those applicable): 

 
1. Generating electric energy, including Participants that resell physical energy 

acquired from an entity generating electric energy:__________ 
 

2. Transmitting electric energy:__________ 
 

3. Distributing electric energy delivered under Point-to-Point or Network 
Integration Transmission Service, including scheduled import, export and 
wheel through transactions:__________ 
 

4. Other electric energy services that are necessary to support the reliable 
operation of the transmission system:__________ 

 
Description only if c(4) is initialed: 
 
______________________________________________________________ 

 
Further, I certify that Participant will cease transacting in the PJM Markets and notify 
PJMSettlement immediately if Participant no longer performs at least one of the 
functions noted above in the PJM Region.  I acknowledge that PJM and 
PJMSettlement are relying on my certification to maintain compliance with federal 
energy regulatory requirements.__________ 

 
d. I certify that Participant has provided a letter of credit of $5 million or more to 

PJMSettlement in a form acceptable to PJMSettlement as described in section III.B of 
Attachment Q that the Participant acknowledges cannot be utilized to meet its credit 
requirements to PJMSettlement.  I acknowledge that PJM and PJMSettlement are 
relying on the provision of this letter of credit and my certification to maintain 
compliance with federal regulatory requirements.__________ 

 
7. I acknowledge that I have read and understood the provisions of Attachment Q of the 

PJM Tariff applicable to Participant's business in the PJM Markets, including those 
provisions describing PJM’s minimum participation requirements and the enforcement 
actions available to PJMSettlement of a Participant not satisfying those requirements.  I 
acknowledge that the information provided herein is true and accurate to the best of my 
belief and knowledge after due investigation.  In addition, by signing this certification, I 
acknowledge the potential consequences of making incomplete or false statements in this 
Certification.__________ 
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Date: ____________________________  __________________________________ 
         (Signature) 
 
     Print Name: __________________________________ 
     Title:  __________________________________ 
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5.5A Capacity Resource Types 
 
(a) Capacity Performance Resources 
 
Capacity Performance Resources are Capacity Resources which, to the extent such resources 
cleared in a Reliability Pricing Model Auction or are otherwise committed as a Capacity 
Resource, are obligated to deliver energy during the relevant Delivery Year as scheduled and/or 
dispatched by the Office of Interconnection during the Performance Assessment Hours.  As 
further detailed in Section 10A of this Attachment, Capacity Performance Resources that fail to 
meet this obligation will be subject to a Non-Performance Charge, unless excused pursuant to 
Section 10A(d) of this Attachment.  Subject to 5.5A(a)(i)-(ii), the following types of Capacity 
Resources are eligible to submit a Sell Offer as a Capacity Performance Resource: internal or 
external Generation Capacity Resources; Annual Demand Resources; Capacity Storage 
Resources; Annual Energy Efficiency Resources; and Qualifying Transmission Upgrades.  To 
the extent the underlying Capacity Resource is an external Generation Capacity Resource, such 
resource must meet, to the extent subsection (b) or (c) of this section is applicable to offers from 
such resource, meet the applicable requirements of such subsection, and if neither subsection (b) 
or (c) is applicable, then offers from such resource must the criteria for obtaining an exception to 
the Capacity Import Limit as contained in article 1 of the Reliability Assurance Agreement. 
 

(i) Process for Support and Review of Capacity Performance Resource Offers    
 

A. The Capacity Market Seller shall provide to the Office of the 
Interconnection and the Market Monitoring Unit, upon their request, all supporting data 
and information requested by either the Office of the Interconnection or the Market 
Monitoring Unit to evaluate whether the underlying Capacity Resource can meet the 
operational and performance requirements of Capacity Performance Resources.  The 
Capacity Market Seller shall have an ongoing obligation through the closing of the offer 
period for the RPM Auction to update the request to reflect any material changes. 

 
B. The Office of the Interconnection and the Market Monitoring Unit shall 

review any requested supporting data and information, and the Office of the 
Interconnection, considering advice and recommendation from the Market Monitoring 
Unit, shall reject a request for a resource to offer as a Capacity Performance Resource if 
the Capacity Market Seller does not demonstrate that it can reasonably be expected to 
meet its Capacity Performance obligations consistent with the resource’s offer by the 
relevant Delivery Year.  The Office of Interconnection shall provide its determination to 
reject eligibility of the resource as a Capacity Performance Resource, and notify the 
Market Monitoring Unit, by no later than sixty-five (65) days prior to the date on which 
the offer period for the applicable RPM Auction commences.  A Capacity Market Seller 
that is dissatisfied with any determination hereunder may seek any remedies available to 
it from FERC; provided, however, that the Office of the Interconnection will proceed 
with administration of the Tariff and market rules unless and until ordered to do 
otherwise by FERC.  

 
(b) Offers from External Generation Capacity Resources for the 2020/2021 Delivery Year 
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and Subsequent Delivery Years—General Rule 
 
For the 2020/2021 Delivery Year and any subsequent Delivery Year and for Capacity 
Performance Resource Sell Offers in any RPM Auction conducted for the 2018/2019 Delivery 
Year or 2019/2020 Delivery Year after May 9, 2017, unless excepted pursuant to subsection (c) 
below, a Capacity Market Seller may submit a Sell Offer for an external Generation Capacity 
Resource in an RPM Auction if the Capacity Market Seller demonstrates to PJM, by no later 
than five (5) business days prior to the commencement of the offer period for the relevant RPM 
Auction, that such resource meets all of the following requirements: 

(i)  The Capacity Market Seller has obtained a determination that the Pseudo-Tie 
required for its external Generation Capacity Resource is feasible, including (without limitation) 
that such Pseudo-Tie meets the following requirements: 

 
(A) meets the Electrical Distance requirements established in the PJM Manuals 

for Pseudo-Ties; 
 
(B) at least one generation resource that has a historic economic minimum offer 

lower than its historic economic maximum offer, located inside the metered boundaries of 
the PJM Region, has a minimum flow distribution impact at the level specified in the PJM 
Manuals on each eligible coordinated flowgate resulting from such Pseudo-Tie;  

 
(C) each external  entity with which PJM may be required to coordinate flowgates 

under an agreed congestion management process maintains a network model that 
produces results for such flowgates that are within two percent of the results produced by 
the PJM network model for such flowgates;   

 
(D) the Capacity Market Seller has secured written acknowledgement from the 

external Balancing Authority Areas that such Pseudo-Tie does not require tagging and 
that firm allocations associated with any coordinated flowgates applicable to the external 
Generation Capacity Resource under any agreed congestion management process then in 
effect between PJM and such Balancing Authority Area will be allocated to PJM.  

 
and the Capacity Market Seller has committed in writing that it will take all steps necessary to 
implement such Pseudo-Tie prior to the start of the relevant Delivery Year; 

 
(ii)  it has, for transmission outside PJM, obtained long-term firm point-to-point 

transmission service (evaluated for deliverability from the unit-specific physical location of the 
resource to PJM load pursuant to a study that is reviewed and approved by PJM in accordance 
with PJM deliverability criteria to ensure uniformity for internal and external resource 
deliverability requirements), with rollover rights for the term of the transmission service that is 
confirmed by the Balancing Authority for the Balancing Authority Area where such resource is 
geographically located; and, as to transmission within PJM, has obtained Network External 
Designated Transmission Service; and 

 
(iii) it is, by written commitment of the Capacity Market Seller, subject to the same 

obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff, 
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Attachment DD, section 6.6 to offer their capacity into RPM Auctions. 
 

A Capacity Market Seller that satisfies the above requirements with respect to an external 
Generation Capacity Resource Sell Offer submitted in an RPM Auction for a Delivery Year shall 
be required to demonstrate satisfaction of such requirements for any Sell Offer with respect to 
such resource submitted in an RPM Auction for any subsequent Delivery Year, including, 
without limitation, demonstration that the required external transmission service continues to 
satisfy PJM’s deliverability standards. 
 
(c) Offers from external Generation Capacity Resources for the 2020/2021 Delivery Year 
and Subsequent Delivery Years—Exception. 
 
A Capacity Market Seller of a Prior CIL Exception External Resource may continue to submit 
Sell Offers for such resource for any RPM Auction for any Delivery Year up to and including the 
2021/2022 Delivery Year (or, solely for any such resource that is (1) owned by a Load Serving 
Entity and used to self-supply (under arrangements initiated before June 1, 2016, with a duration 
of at least ten years) such entity’s PJM Region load or (2) the subject of a contract for energy or 
capacity or equivalent written agreement entered into on or before June 1, 2016 for a term of ten 
years or longer with a purchaser that is an internal PJM load customer, for any Delivery Year 
during the life of such resource for subparagraph (1) or for the term of the agreement under 
subparagraph (2)) so long as it continues to comply with all conditions on the grant of its 
exception to the Capacity Import Limit, subject to the following additional conditions:  
 

(i) for any Delivery Year, beginning with the 2017/2018 Delivery Year, for 
which such Prior CIL Exception External Resource has cleared an RPM Auction, PJM 
may in its sole judgment determine that the resource is not Operationally Deliverable for 
such Delivery Year because it does not satisfy the requirements of subsection (b).  If PJM 
determines a Prior CIL Exception External Resource is not Operationally Deliverable for 
a Delivery Year, it must notify the Capacity Market Seller of its determination by no later 
than October 1 immediately preceding such Delivery Year.  After receiving such notice, 
the Capacity Market Seller may elect to: 

 
 (A) take the necessary actions to make the Prior CIL Exception External 

Resource Operationally Deliverable, in PJM’s sole judgment, prior to the 
beginning of such Delivery Year, provided that PJM will, if transmission 
upgrades are required to make such resource Operationally Deliverable, 
facilitate the performance of transmission studies and otherwise cooperate with 
the external  Transmission Provider of the system on which such upgrades are 
required to identify the upgrades required to meet PJM’s deliverability standards;  

 
 
(B) be relieved of its capacity obligation for such Delivery Year, with no 

entitlement to any capacity revenues based on such resource, with no requirement 
to seek replacement for such capacity for such Delivery Year, with no penalty for 
non-performance or lack of commitment for such Delivery Year, and with no 
further must-offer obligation that would otherwise arise solely from clearing such 
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capacity for such Delivery Year; or 
 
(C) procure, by purchase or otherwise, replacement in a sufficient 

quantity to replace the capacity that would have been provided by the Prior CIL 
Exception External Resource but for PJM’s determination that such resource is 
not Operationally Deliverable.  

 
(ii) Such Capacity Market Seller’s continued ability to offer such resource 

under this exception is conditioned on external Transmission Providers continuing to 
honor the firm status of the Capacity Market Seller’s transmission service for all 
Delivery Years for which such seller offers such resource under the exceptions provided 
in this subsection (c). 

 
(iii) A Capacity Market Seller offering and clearing a Prior CIL Exception 

External Resource pursuant to this subsection (c) shall be relieved of its must-offer 
obligation that would otherwise arise solely from clearing such capacity.  Such relief of 
the must-offer obligation shall be for any Delivery Year after the last Delivery Year for 
which it is permitted to offer such resource under this subsection (c). 

 
(d) Base Capacity Resources 
 
For the 2018/2019 and 2019/2020 Delivery Years, following types of Capacity Resources 
eligible to submit a Sell Offer as a Base Capacity Resource: Generation Capacity Resources, 
Capacity Storage Resources, Annual Demand Resources, Base Capacity Demand Resources, and 
Base Capacity Energy Efficiency Resources.  Each resource that clears a RPM Auction as a Base 
Capacity Resource must provide energy output to PJM if called during Performance Assessment 
Hours occurring in the calendar months of June through September, including any necessary 
recall of such capacity and energy from service to areas outside the PJM Region. As further 
detailed in Section 10A of this Attachment, Base Capacity Resources that fail to meet this 
obligation will be subject to a Non-Performance Charge, unless excused pursuant to Section 
10A(d) of this section.   
 
(e) Seasonal Capacity Performance Resource 

For the 2020/2021 Delivery Year and subsequent Delivery Years, a Seasonal Capacity 
Performance Resource shall mean a Summer-Period Capacity Performance Resource or Winter-
Period Capacity Performance Resource, as defined below.  
 

i) Summer-Period Capacity Performance Resource 

For the 2020/2021 Delivery Year and subsequent Delivery Years, the following types of 
Capacity Resources are eligible to submit a Sell Offer as a Summer-Period Capacity 
Performance Resource: Summer Period Demand Resource, Summer-Period Energy 
Efficiency Resource, and Capacity Storage Resource, Intermittent Resource, or 
Environmentally-Limited Resource that has an average expected energy output during 
summer peak-hour periods consistently and measurably greater than its average expected 
energy output during winter peakhour periods.  To the extent such resource clears an 
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RPM Auction or is otherwise committed as a Summer-Period Capacity Performance 
Resource, it is obligated to deliver energy as scheduled and/or dispatched by the Office of 
Interconnection during Performance Assessment Hours occurring in the calendar months 
of June through October and the following May of the Delivery Year, and must satisfy 
the requirements of a Capacity Performance Resource for such period of time. As further 
detailed in section 10A of this Attachment, Summer-Period Capacity Performance 
Resources that fail to meet this obligation will be subject to a Non-Performance Charge, 
unless excused pursuant to section 10A(d) of this Attachment.   
 
ii) Winter-Period Capacity Performance Resource 
 
For the 2020/2021 Delivery Year and subsequent Delivery Years, the following types of 
Capacity Resources are eligible to submit a Sell Offer as a Winter-Period Capacity 
Performance Resource: Capacity Storage Resource, Intermittent Resource, and 
Environmentally-Limited Resource that has an average expected energy output during 
winter peak-hour periods consistently and measurably greater than its average expected 
energy output during summer peak-hour periods.  To the extent such resource clears an 
RPM Auction or is otherwise committed as a Winter-Period Capacity Performance 
Resource, it is obligated to deliver energy as scheduled and/or dispatched by the Office of 
Interconnection during Performance Assessment Hours occurring in the calendar months 
of November through April of the Delivery Year, and must satisfy the requirements of a 
Capacity Performance Resource for such period of time.  As further detailed in section 
10A of this Attachment, Winter-Period Capacity Performance Resources that fail to meet 
this obligation will be subject to a Non-Performance Charge, unless excused pursuant to 
section 10A(d) of this Attachment.  
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5.11 Posting of Information Relevant to the RPM Auctions 
 
 a) In accordance with the schedule provided in the PJM Manuals, PJM will post the 
following information for a Delivery Year prior to conducting the Base Residual Auction for 
such Delivery Year: 

 
i) The Preliminary PJM Region Peak Load Forecast (for the PJM Region, 

and allocated to each Zone); 
 

ii) The PJM Region Installed Reserve Margin, the Pool-wide average 
EFORd, the Forecast Pool Requirement, and all applicable Capacity Import Limits; 

 
iii) For the Delivery Years through May 31, 2018, the Demand Resource 

Factor; 
 
iv) The PJM Region Reliability Requirement, and the Variable Resource 

Requirement Curve for the PJM Region, including the details of any adjustments to account for 
Price Responsive Demand and any associated PRD Reservation Prices; 

 
v) The Locational Deliverability Area Reliability Requirement and the 

Variable Resource Requirement Curve for each Locational Deliverability Area for which a 
separate Variable Resource Requirement Curve has been established for such Base Residual 
Auction, including the details of any adjustments to account for Price Responsive Demand and 
any associated PRD Reservation Prices, and the CETO and CETL values for all Locational 
Deliverability Areas; 

 
vi) For the Delivery Years starting June 1, 2014 and ending May 31, 2017, the 

Minimum Annual Resource Requirement and the Minimum Extended Summer Resource 
Requirement for the PJM Region and for each Locational Deliverability Area for which PJM is 
required under section 5.10(a) of this Attachment DD to establish a separate VRR Curve for such 
Delivery Year; and for the 2017/2018 Delivery Year , the Limited Resource Constraints and the 
Sub-Annual Resource Constraints for the PJM Region and for each Locational Deliverability 
Area for which PJM is required under section 5.10(a) of this Attachment DD to establish a 
separate VRR Curve for such Delivery Year.  For the 2018/2019 and 2019/2020 Delivery Years, 
the Office of the Interconnection shall establish the Base Capacity Demand Resource Constraints 
and the Base Capacity Resource Constraints for the PJM Region and for each Locational 
Deliverability Area for which the Office of the Interconnection is required under section 5.10(a) 
of this Attachment DD to establish a separate VRR Curve for such Delivery Year; 

 
vii) Any Transmission Upgrades that are expected to be in service for such 

Delivery Year, provided that a Transmission Upgrade that is Backbone Transmission satisfies 
the project development milestones set forth in section 5.11A; 

 
viii) The bidding window time schedule for each auction to be conducted for 

such Delivery Year; and 
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ix) The Net Energy and Ancillary Services Revenue Offset values for the 
PJM Region for use in the Variable Resource Requirement Curves for the PJM Region and each 
Locational Deliverability Area for which a separate Variable Resource Requirement Curve has 
been established for such Base Residual Auction. 

 
 b) In addition to the information required to be posted by subsection (a), PJM will 
post for a Delivery Year, at least sixty (60) days prior to conducting the Base Residual Auction 
for such Delivery Year, the aggregate megawatt quantity of, for the PJM Region, all Self-Supply 
Exemption requests under section 5.14(h), all Competitive Entry Exemption requests under 
section 5.14(h), and such exemptions granted in each such category, and to the extent PJM has 
made any such determination, notice that PJM has determined that one or more state-sponsored 
or state-mandated procurement processes is Competitive and Non-Discriminatory pursuant to 
section 5.14(h). 
 
 c) The information listed in (a) will be posted and applicable for the First, Second, 
Third, and Conditional Incremental Auctions for such Delivery Year, except to the extent 
updated or adjusted as required by other provisions of this Tariff.   
 
 d) In accordance with the schedule provided in the PJM Manuals, PJM will post the 
Final PJM Region Peak Load Forecast and the allocation to each zone of the obligation resulting 
from such final forecast, following the completion of the final Incremental Auction (including 
any Conditional Incremental Auction) conducted for such Delivery Year;  
 
 e) In accordance with the schedule provided in the PJM Manuals, PJM will advise 
owners of Generation Capacity Resources of the updated EFORd values for such Generation 
Capacity Resources prior to the conduct of the Third Incremental Auction for such Delivery 
Year. 
 
 f) After conducting the Reliability Pricing Model Auctions, PJM will post the results 
of each auction as soon thereafter as possible, including any adjustments to PJM Region or LDA 
Reliability Requirements to reflect Price Responsive Demand with a PRD Reservation Price 
equal to or less than the applicable Base Residual Auction clearing price.  The posted results 
shall include graphical supply curves that are (a) provided for the entire PJM Region, (b) 
provided for any Locational Deliverability Area for which there are four (4) or more suppliers, 
and (c) developed using a formulaic approach to smooth the curves using a statistical technique 
that fits a smooth curve to the underlying supply curve data while ensuring that the point of 
intersection between supply and demand curves is at the market clearing price.  At such time, 
PJM also shall post the aggregate megawatt quantity requested and granted in the Self-Supply 
and Competitive Entry Exemption categories in the EMAAC, MAAC and Rest of RTO 
LDAs/regions; the aggregate megawatt quantity cleared in the RPM Auction for Self-Supply and 
Competitive Entry Exemption categories; and the aggregate megawatt quantity of Self-Supply 
and Competitive Entry Exemptions requested and granted for any LDA other than  those 
specified in the preceding clause if the LDA has more than four new generation projects in the 
generation interconnection queue that could have offered into the applicable RPM Auction and 
the LDA had a separate VRR Curve posted for the applicable RPM Auction. 
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If PJM discovers an error in the initial posting of auction results for a particular Reliability 
Pricing Model Auction, it shall notify Market Participants of the error as soon as possible after it 
is found, but in no event later than 5:00 p.m. of the fifth bBusiness dDay following the initial 
publication of the results of the auction.  After this initial notification, if PJM determines it is 
necessary to post modified results, it shall provide notification of its intent to do so, together with 
all available supporting documentation, by no later than 5:00 p.m. of the seventh bBusiness dDay 
following the initial publication of the results of the auction.  Thereafter, PJM must post on its 
Web site any corrected auction results by no later than 5:00 p.m. of the tenth bBusiness dDay 
following the initial publication of the results of the auction. Should any of the above deadlines 
pass without the associated action on the part of the Office of the Interconnection, the originally 
posted results will be considered final. Notwithstanding the foregoing, the deadlines set forth 
above shall not apply if the referenced auction results are under publicly noticed review by the 
FERC.   
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6. MARKET POWER MITIGATION 
 
6.1 Applicability 
 
The provisions of the Market Monitoring Plan (in Attachment M and Attachment - M Appendix 
to this Tariff and this section 6) shall apply to the Reliability Pricing Model Auctions. 
 
6.2 Process 
 
 (a) [Reserved for Future Use] 
 
 (b) In accordance with the schedule specified in the PJM Manuals, following PJM’s 
conduct of a Base Residual Auction or Incremental Auction pursuant to section 5.12, but prior to 
the Office of the Interconnection’s final determination of clearing prices and charges pursuant to 
section 5.14, the Office of the Interconnection shall: (i) apply the Market Structure Test to any 
LDA having a Locational Price Adder greater than zero and to the entire PJM region; (ii) apply 
Market Seller Offer Caps, if required under this section 6; and (iii) recompute the optimization 
algorithm to clear the auction with the Market Seller Offer Caps in place.   
 
 (c) Within seven days after the deadline for submission of Sell Offers in a Base 
Residual Auction or Incremental Auction, the Office of the Interconnection shall file with FERC 
a report of any determination made pursuant to sections 5.14(h), 6.5(a)(ii), or 6.7(c) identified in 
such sections as subject to the procedures of this section.  Such report shall list each such 
determination, the information considered in making each such determination, and an 
explanation of each such determination.  Any entity that objects to any such determination may 
file a written objection with FERC no later than seven days after the filing of the report.  Any 
such objection must not merely allege that the determination was in error, and must provide 
support for the objection, demonstrating that the determination overlooked or failed to consider 
relevant evidence.  In the event that no objection is filed, the determination shall be final.  In the 
event that an objection is filed, FERC shall issue any decision modifying the determination no 
later than 60 days after the filing of such report; otherwise, the determination shall be final.  
Final auction results shall reflect any decision made by FERC regarding the report. 
 
6.3 Market Structure Test 
 
 (a) [Reserved for Future Use] 
 
 (b) Market Structure Test. 
 
A constrained LDA or the PJM Region shall fail the Market Structure Test, and mitigation shall 
be applied to all jointly pivotal suppliers (including all Affiliates of such suppliers, and all third-
party supply in the relevant LDA controlled by such suppliers by contract), if, as to the Sell 
Offers that comprise the incremental supply determined pursuant to section 6.3(c) that are based 
on Generation Capacity Resources, there are not more than three jointly pivotal suppliers.  The 
Office of the Interconnection shall apply the Market Structure Test.  The Office of the 
Interconnection shall confirm the results of the Market Structure Test with the Market 
Monitoring Unit. 
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 (c) Determination of Incremental Supply 
 
In applying the Market Structure Test, the Office of the Interconnection shall consider all (i) 
incremental supply (provided, however, that the Office of the Interconnection shall consider only 
such supply available from Generation Capacity Resources) available to solve the constraint 
applicable to a constrained LDA offered at less than or equal to 150% of the cost-based clearing 
price; or (ii) supply for the PJM Region, offered at less than or equal to 150% of the cost-based 
clearing price, provided that supply in this section includes only the lower of cost-based or 
marketpriced-based offers from Generation Capacity Resources.  Cost-based clearing prices are 
the prices resulting from the RPM auction algorithm using the lower of cost-based or price-based 
offers for all Capacity Resources. 
 
6.4 Market Seller Offer Caps 
 
 (a) The Market Seller Offer Cap, stated in dollars per MW/day of unforced capacity, 
applicable to price-quantity offers within the Base Offer Segment for an Existing Generation 
Capacity Resource shall be the Avoidable Cost Rate for such resource, less the Projected PJM 
Market Revenues for such resource, stated in dollars per MW/day of unforced capacity, 
provided, however, that the default Market Seller Offer Cap for any Capacity Performance 
Resource shall be the product of (the Net Cost of New Entry applicable for the Delivery Year 
and Locational Deliverability Area for which such Capacity Performance Resource is offered 
times the average of the Balancing Ratios in the three consecutive calendar years (during the 
Performance Assessment Intervals in such calendar years) that precede the Base Residual 
Auction for such Delivery Year), and provided further that the submission of a Sell Offer with an 
Offer Price at or below the revised Market Seller Offer Cap permitted under this proviso shall 
not, in and of itself, be deemed an exercise of market power in the RPM market.  
Notwithstanding the previous sentence, a Capacity Market Seller may seek and obtain a Market 
Seller Offer Cap for a Capacity Performance Resource that exceeds the revised Market Seller 
Offer Cap permitted under the prior sentence, if it supports and obtains approval of such 
alternative offer cap pursuant to the procedures and standards of subsection (b) of this section 
6.4.  A Capacity Market Seller may not use the Capacity Performance default Market Seller 
Offer Cap, and also seek to include any one or more categories of the Avoidable Cost Rate 
defined section 6.8.  The Market Seller Offer Cap for an Existing Generation Capacity Resource 
shall be the Opportunity Cost for such resource, if applicable, as determined in accordance with 
section 6.7.  Nothing herein shall preclude any Capacity Market Seller and the Market 
Monitoring Unit from agreeing to, nor require either such entity to agree to, an alternative market 
seller offer cap determined on a mutually agreeable basis.  Any such alternative offer cap shall 
be filed with the Commission for its approval. This provision is duplicated in section II.E.3 of 
Attachment M- Appendix. 
 
 (b) For each Existing Generation Capacity Resource, a potential Capacity Market 
Seller must provide to the Market Monitoring Unit and the Office of the Interconnection data and 
documentation required under section 6.7 to establish the level of the Market Seller Offer Cap 
applicable to each resource by no later than one hundred twenty (120) days prior to the 
commencement of the offer period for the applicable RPM Auction.  The Capacity Market Seller 
must promptly address any concerns identified by the Market Monitoring Unit regarding the data 
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and documentation provided, review the Market Seller Offer Cap proposed by the Market 
Monitoring Unit, and attempt to reach agreement with the Market Monitoring Unit on the level 
of the Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of 
the offer period for the applicable RPM Auction.  The Capacity Market Seller shall notify the 
Market Monitoring Unit in writing, with a copy to the Office of the Interconnection, whether an 
agreement with the Market Monitoring Unit has been reached or, if no agreement has been 
reached, specifying the level of Market Seller Offer Cap to which it commits by no later than 
eighty (80) days prior to the commencement of the offer period for the applicable RPM Auction. 
The Office of the Interconnection shall review the data submitted by the Capacity Market Seller, 
make a determination whether to accept or reject the requested unit-specific Market Seller Offer 
Cap, and notify the Capacity Market Seller and the Market Monitoring Unit of its determination 
in writing, by no later than sixty-five (65) days prior to the commencement of the offer period for 
the applicable RPM Auction.  If the Market Monitoring Unit does not provide its determination 
to the Capacity Market Seller and the Office of the Interconnection by the specified deadline, by 
no later than sixty-five (65) days prior to the commencement of the offer period for the 
applicable RPM Auction the Office of the Interconnection will make the determination of the 
level of the Market Seller Offer Cap, which shall be deemed to be final.  If the Capacity Market 
Seller does not notify the Market Monitoring Unit and the Office of the Interconnection of the 
Market Seller Offer Cap it desires to utilize by no later than eighty (80) days prior to the 
commencement of the offer period for the applicable RPM Auction, it shall be required to utilize 
a Market Seller Offer Cap determined using the applicable default Avoidable Cost Rate specified 
in section 6.7(c).   
 
 (c) Nothing in this section precludes the Capacity Market Seller from filing a petition 
with FERC seeking a determination of whether the Sell Offer complies with the requirements of 
the Tariff.   
  
 (d) For any Third Incremental Auction for Delivery Years through the 2017/2018 
Delivery Year, the Market Seller Offer Cap for an Existing Generation Capacity Resource shall 
be determined pursuant to subsection (a) of this Section 6.4, or if elected by the Capacity Market 
Seller, shall be equal to 1.1 times the Capacity Resource Clearing Price in the Base Residual 
Auction for the relevant LDA and Delivery Year.  For any Third Incremental Auction for the 
2018/2019 or 2019/2020 Delivery Years, the Market Seller Offer Cap for an Existing Generation 
Capacity Resource offering as a Base Capacity resource shall be determined pursuant to 
subsection (a) of this Section 6.4, or if elected by the Capacity Market Seller, shall be equal to 
1.1 times the Capacity Resource Clearing Price in the Base Residual Auction for the relevant 
LDA and Delivery Year.  For any Third Incremental Auction for the 2018/2019 Delivery Year or 
any subsequent Delivery Year, the Market Seller Offer Cap for an Existing Generation Capacity 
Resource offering as a Capacity Performance Resource shall be determined pursuant to 
subsection (a) of this Section 6.4, or if elected by the Capacity Market Seller, shall be equal to 
the greater of the Net Cost of New Entry for the relevant LDA and Delivery Year or 1.1 times 
the Capacity Resource Clearing Price in the Base Residual Auction for the relevant LDA and 
Delivery Year. 
 
6.5 Mitigation 
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The Office of the Interconnection shall apply market power mitigation measures in any Base 
Residual Auction or Incremental Auction for any LDA, Unconstrained LDA Group, or the PJM 
Region that fails the Market Structure Test.   
 
 (a) Mitigation for Generation Capacity Resources. 
 
  i) Existing Generation Capacity Resource 
 
Mitigation will be applied on a unit-specific basis and only if the Sell Offer of Unforced 
Capacity from an Existing Generation Capacity Resource: (1) is greater than the Market Seller 
Offer Cap applicable to such resource; and (2) would, absent mitigation, increase the Capacity 
Resource Clearing Price in the relevant auction.  If such conditions are met, such Sell Offer shall 
be set equal to the Market Seller Offer Cap. 
 
  ii) Planned Generation Capacity Resources 

 
(A) Sell Offers based on Planned Generation Capacity Resources 
(including External Planned Generation Capacity Resources) shall be 
presumed to be competitive and shall not be subject to market power 
mitigation in any Base Residual Auction or  Incremental Auction for 
which such resource qualifies as a Planned Generation Capacity Resource, 
but any such Sell Offer shall be rejected if it meets the criteria set forth in 
subsection (C) below, unless the Capacity Market Seller obtains approval 
from FERC for use of such offer prior to the close of the offer period for 
the applicable RPM Auction.   

 
(B) Sell Offers based on Planned Generation Capacity Resources 
(including Planned External Generation Capacity Resources) shall be 
deemed competitive and not be subject to mitigation if:  (1) collectively all 
such Sell Offers provide Unforced Capacity in an amount equal to or 
greater than two times the incremental quantity of new entry required to 
meet the LDA Reliability Requirement; and (2) at least two unaffiliated 
suppliers have submitted Sell Offers for Planned Generation Capacity 
Resources in such LDA.  Notwithstanding the foregoing, any Capacity 
Market Seller, together with Affiliates, whose Sell Offers based on 
Planned Generation Capacity Resources in that modeled LDA are pivotal, 
shall be subject to mitigation. 
 
(C) Where the two conditions stated in subsection (B) are not met, or 
the Sell Offer is pivotal, the Sell Offer shall be rejected if it exceeds 140 
percent of:  1) the average of location-adjusted Sell Offers for Planned 
Generation Capacity Resources from the same asset class as such Sell 
Offer, submitted (and not rejected) (Asset-Class New Plant Offers) for 
such Delivery Year; or 2) if there are no Asset-Class New Plant Offers for 
such Delivery Year, the average of Asset-Class New Plant Offers for all 
prior Delivery Years; or 3) if there are no Asset-Class New Plant Offers 
for any prior Delivery Year, the Net CONE applicable for such Delivery 
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Year in the LDA for which such Sell Offer was submitted.  For purposes 
of this section, asset classes shall be as stated in section 6.7(c) as effective 
for such Delivery Year, and Asset-Class New Plant Offers shall be 
location-adjusted by the ratio between the Net CONE effective for such 
Delivery Year for the LDA in which the Sell Offer subject to this section 
was submitted and the average, weighted by installed capacity, of the Net 
CONEs for all LDAs in which the units underlying such Asset Class New 
Plant Offers are located.  Following the conduct of the applicable auction 
and before the final determination of clearing prices, in accordance with 
Section 6.2(b) above, each Capacity Market Seller whose Sell Offer is so 
rejected shall be notified in writing by the Office of the Interconnection by 
no later than one (1) Bbusiness Dday after the close of the offer period for 
the applicable RPM Auction and allowed an opportunity to submit a 
revised Sell Offer that does not exceed such threshold within one business 
(1) Business dDay of the Office of the Interconnection’s rejection of such 
Sell Offer.  If such revised Sell Offer is accepted by the Office of the 
Interconnection, the Office of the Interconnection then shall clear the 
auction with such revised Sell Offer in place.  Pursuant to Section II.F of 
Attachment M-Appendix, the Market Monitoring Unit shall notify in 
writing each Capacity Market Seller whose Sell Offer has been determined 
to be non-competitive and subject to mitigation, with a copy to the Office 
of the Interconnection, by no later than one (1) Bbusiness Dday after the 
close of the offer period for the 
applicable RPM Auction. 

 
 (b) Mitigation for Demand Resources 
 
The Market Seller Offer Cap shall not be applied to Sell Offers of Demand Resources or Energy 
Efficiency Resources.  
 
6.6 Offer Requirement for Capacity Resources 
 
 (a) To avoid application of subsection (h), all of the installed capacity of all Existing 
Generation Capacity Resources located in the PJM Region shall be offered by the Capacity 
Market Seller that owns or controls all or part of such resource (which may include submission 
as Self-Supply) in all RPM Auctions for each Delivery Year, less any amount determined by the 
Office of the Interconnection to be eligible for an exception to this RPM must-offer requirement, 
where installed capacity is determined as of the date on which bidding commences for each RPM 
Auction pursuant to Section 5.6.6 of Attachment DD of the Tariff.  The Unforced Capacity of 
such resources is determined using the EFORd value that is submitted by the Capacity Market 
Seller in its Sell Offer, which shall not exceed the maximum EFORd for that resource as defined 
in Section 6.6(b).  If a resource should be included on the list of Existing Generation Capacity 
Resources subject to the RPM must-offer requirement that is maintained by the Market 
Monitoring Unit pursuant to Section II.C.1 of Attachment M – Appendix of the Tariff, but is 
omitted therefrom whether by mistake of the Market Monitoring Unit or failure of the Capacity 
Market Seller that owns or controls all or part of such resource to provide information about the 
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resource to the Market Monitoring Unit, this shall not excuse such resource from the RPM must-
offer requirement.  
 
 (b) For each Existing Generation Capacity Resource, a potential Capacity Market 
Seller must timely provide to the Market Monitoring Unit and the Office of the Interconnection 
all data and documentation required under section 6.6 to establish the maximum EFORd 
applicable to each resource in accordance with standards and procedures specified in the PJM 
Manuals.  The maximum EFORd that may be used in a Sell Offer for RPM Auctions held prior 
to the date on which the final EFORds used for a Delivery Year are posted, is the greater of (i) 
the average EFORd for the five consecutive years ending on the September 30 that last precedes 
the Base Residual Auction, or (ii) the EFORd for the 12 months ending on the September 30 that 
last precedes the Base Residual Auction. 
 
Notwithstanding the foregoing, a Capacity Market Seller may request an alternate maximum 
EFORd for Sell Offers submitted in such auctions if it has a documented, known reason that 
would result in an increase in its EFORd, by submitting a written request to the Market 
Monitoring Unit and Office of the Interconnection, along with data and documentation required 
to support the request for an alternate maximum EFORd, by no later one hundred twenty (120) 
days prior to the commencement of the offer period for the Base Residual Auction for the 
applicable Delivery Year.  The Capacity Market Seller must address any concerns identified by 
the Market Monitoring Unit and/or the Office of the Interconnection regarding the data and 
documentation provided and attempt to reach agreement with the Market Monitoring Unit on the 
level of the alternate maximum EFORd by no later than ninety (90) days prior to the 
commencement of the offer period for the Base Residual Auction for the applicable Delivery 
Year.  As further described in Section II.C of Attachment M-Appendix, the Market Monitoring 
Unit shall notify the Capacity Market Seller and the Office of the Interconnection in writing of 
its determination of the requested alternate maximum EFORd by no later than ninety (90) days 
prior to the commencement of the offer period for the Base Residual Auction for the applicable 
Delivery Year.  By no later than eighty (80) days prior to the commencement of the offer period 
for the Base Residual Auction for the applicable Delivery Year, the Capacity Market Seller shall 
notify the Office of the Interconnection and the Market Monitoring Unit in writing whether it 
agrees with the Market Monitoring Unit on the alternate maximum EFORd or, if no agreement 
has been reached, specifying the level of alternate maximum EFORd to which it commits.  If a 
Capacity Market Seller fails to request an alternate maximum EFORd prior to the specified 
deadlines, the maximum EFORd for the applicable RPM Auction shall be deemed to be the 
default EFORd calculated pursuant to this section. 
 
The maximum EFORd that may be used in a Sell Offer for Third Incremental Auctions, and for 
Conditional Incremental Auctions held after the date on which the final EFORd used for a 
Delivery Year is posted, is the EFORd for the 12 months ending on the September 30 that last 
precedes the submission of such offers. 
 
 (c) [Reserved for Future Use] 
 
 (d) In the event that a Capacity Market Seller and the Market Monitoring Unit cannot 
agree on the maximum level of the alternate EFORd that may be used in a Sell Offer for RPM 
Auctions held prior to the date on which the final EFORds used for a Delivery Year are posted, 
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the Office of the Interconnection shall make its own determination of the maximum level of the 
alternate EFORd based on the requirements of the Tariff and the PJM Manuals, per Section 5.8 
of Attachment DD, by no later than sixty-five (65) days prior to the commencement of the offer 
period for the Base Residual for the applicable Delivery Year, and shall notify the Capacity 
Market Seller and the Market Monitoring Unit in writing of such determination. 
 
 (e) Nothing in this section precludes the Capacity Market Seller from filing a petition 
with FERC seeking a determination of whether the EFORd complies with the requirements of 
the Tariff.   
 
 (f) Notwithstanding the foregoing, a Capacity Market Seller may submit an EFORd  
that it chooses for an RPM Auction held prior to the date on which the final EFORd used for a 
Delivery Year is posted, provided that (i) it has participated in good faith with the process 
described in this section 6.6 and in section II.C of Attachment M - Appendix, (ii) the offer is no 
higher than the level defined in any agreement reached by the Capacity Market Seller and the 
Market Monitoring Unit that resulted from the foregoing process, and (iii) the offer is accepted 
by the Office of the Interconnection subject to the criteria set forth in the Tariff and the PJM 
Manuals.   
 
  (g) A Capacity Market Seller that owns or controls an existing generation resource in 
the PJM Region that is capable of qualifying as an Existing Generation Capacity Resource as of 
the date on which bidding commences for an RPM Auction may not avoid the rule in subsection 
(a) or be removed from Capacity Resource status by failing to qualify as a Generation Capacity 
Resource, or by attempting to remove a unit previously qualified as a Generation Capacity 
Resource from classification as a Capacity Resource for that RPM Auction.  However, 
generation resource may qualify for an exception to the RPM must-offer requirement, as shown 
by appropriate documentation, if the Capacity Market Seller that owns or controls such resource 
demonstrates that it: (i) is reasonably expected to be physically unable to participate in the 
relevant Delivery Year; (ii) has a financially and physically firm commitment to an external sale 
of its capacity, or (iii) was interconnected to the Transmission System as an Energy Resource 
and not subsequently converted to a Capacity Resource. 
 
 In order to establish that a resource is reasonably expected to be physically unable to 
participate in the relevant auction as set forth in (i) above, the Capacity Market Seller must 
demonstrate that: 
 

A. It has a documented plan in place to retire the resource prior to or during the Delivery 
Year, and has submitted a notice of Deactivation to the Office of the Interconnection 
consistent with Section 113.1 of the PJM Tariff, without regard to whether the Office of 
the Interconnection has requested the Capacity Market Seller to continue to operate the 
resource beyond its desired deactivation date in accordance with Section 113.2 of the 
PJM Tariff for the purpose of maintaining the reliability of the PJM Transmission System 
and the Capacity Market Seller has agreed to do so; 

 
B. Significant physical operational restrictions cause long term or permanent changes to the 

installed capacity value of the resource, or the resource is under major repair that will 
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extend into the applicable Delivery Year, that will result in the imposition of RPM 
performance penalties pursuant to Attachment DD of the PJM Tariff; 

 
C. The Capacity Market Seller is involved in an ongoing regulatory proceeding (e.g. – 

regarding potential environmental restrictions) specific to the resource and has received 
an order, decision, final rule, opinion or other final directive from the regulatory authority 
that will result in the retirement of the resource; or 

 
D. A resource considered an Existing Generating Capacity Resource because it cleared an 

RPM Auction for a Delivery Year prior to the Delivery Year of the relevant auction, but 
which is not yet in service, is unable to achieve full commercial operation prior to the 
Delivery Year of the relevant auction.  The Capacity Market Seller must submit to the 
Office of the Interconnection and the Market Monitoring Unit a written sworn, notarized 
statement of a corporate officer certifying that the resource will not be in full commercial 
operation prior to the referenced Delivery Year. 

In order to establish that a resource has a financially and physically firm commitment to 
an external sale of its capacity as set forth in (ii) above, the Capacity Market Seller must 
demonstrate that it has entered into a unit-specific bilateral transaction for service to load located 
outside the PJM Region, by a demonstration that such resource is identified on a unit-specific 
basis as a network resource under the transmission tariff for the control area applicable to such 
external load, or by an equivalent demonstration of a financially and physically firm commitment 
to an external sale.  The Capacity Market Seller additionally shall identify the megawatt amount, 
export zone, and time period (in days) of the export. 

A Capacity Market Seller that seeks to remove a Generation Capacity Resource from 
PJM Capacity Resource status and/or seeks approval for an exception to the RPM must-offer 
requirement, for any reason other than the reason specified in Paragraph A above, shall first 
submit such request in writing, along with all supporting data and documentation, to the Market 
Monitoring Unit for evaluation, notifying the Office of the Interconnection by copy of the same, 
by no later than one hundred twenty (120) days prior to the commencement of the offer period 
for the applicable RPM Auction.   
 

In order to obtain an exception to the RPM must-offer requirement for the reason 
specified in Paragraph A above, a Capacity Market Seller shall first submit a preliminary 
exception request in writing, along with supporting data and documentation indicating the 
reasons and conditions upon which the Capacity Market Seller is relying in its analysis of 
whether to retire such resource, to the Market Monitoring Unit for evaluation, notifying the 
Office of the Interconnection by copy of the same, by no later than (a) November 1, 2013 for the 
Base Residual Auction for the 2017/2018 Delivery Year, (b) the September 1 that last precedes 
the Base Residual Auction for the 2018/2019 and subsequent Delivery Years, and (c) two 
hundred forty (240) days prior to the commencement of the offer period for the applicable 
Incremental Auction.  By no later than five (5) Bbusiness Ddays after receipt of any such 
preliminary exception requests, the Office of the Interconnection will post on its website a 
summary of the number of megawatts of Generation Capacity Resources for which it has 
received notification of preliminary exception requests, on an aggregate basis by Zone and 
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Locational Deliverability Area that comprises a subset of a Zone, as specified in the PJM 
Manuals. 
 

Thereafter, as applicable, such Capacity Market Seller shall by no later than (a) the 
December 1 that last precedes the Base Residual Auction for the applicable Delivery Year, or (b) 
one hundred twenty (120) days prior to the commencement of the offer period for the applicable 
Incremental Auction, either (a) notify the Office of the Interconnection and the Market 
Monitoring Unit in writing that it is withdrawing its preliminary exception request and 
explaining the changes to its analysis of whether to retire such resource that support its decision 
to withdraw, or (b) demonstrate that it has met the requirements specified under Paragraph A 
above.  By no later than five (5) Bbusiness Ddays after receipt of such notification, the Office of 
the Interconnection will post on its website a revised summary of the number of megawatts of 
Generation Capacity Resources for which it has received requests for exceptions to the RPM 
must-offer requirement for the reason specified in Paragraph A above, on an aggregate basis by 
Zone and Locational Deliverability Area that comprises a subset of a Zone, as specified in the 
PJM Manuals. 

A Capacity Market Seller may only remove the Generation Capacity Resource from PJM 
Capacity Resource status if (i) the Market Monitoring Unit has determined that the Generation 
Capacity Resource meets the applicable criteria set forth in Sections 5.6.6 and 6.6 of Attachment 
DD and the Office of the Interconnection agrees with this determination, or (ii) the Commission 
has issued an order terminating the Capacity Resource status of the resource.  Nothing herein 
shall require a Market Seller to offer its resource into an RPM Auction prior to seeking to 
remove a resource from Capacity Resource status, subject to satisfaction of Section 6.6. 

If the Capacity Market Seller disagrees with the Market Monitoring Unit’s determination 
of its request to remove a resource from Capacity Resource status or its request for an exception 
to the RPM must-offer requirement, it must notify the Market Monitoring Unit in writing, with a 
copy to the Office of the Interconnection, of the same by no later than eighty (80) days prior to 
the commencement of the offer period for the applicable RPM Auction.  After the Market 
Monitoring Unit has made its determination of whether a resource has satisfied the RPM must-
offer requirement or meets one of the exceptions thereto and has notified the Capacity Market 
Seller and the Office of the Interconnection of the same pursuant to Section II.C.4 of Attachment 
M – Appendix, the Office of the Interconnection shall approve or deny the exception request.  
The exception request shall be deemed to be approved by the Office of the Interconnection, 
consistent with the determination of the Market Monitoring Unit, unless the Office of the 
Interconnection notifies the Capacity Market Seller and Market Monitoring Unit, by no later than 
sixty-five (65) days prior to the date on which the offer period for the applicable RPM Auction 
commences, that the exception request is denied. 

If the Market Monitoring Unit does not timely notify the Capacity Market Seller and the 
Office of the Interconnection of its determination of the request to remove a Generation Capacity 
Resource from Capacity Resource status or for an exception to the RPM must-offer requirement, 
the Office of the Interconnection shall make the determination whether the request shall be 
approved or denied, and will notify the Capacity Market Seller of its determination in writing, 
with a copy to the Market Monitoring Unit, by no later than sixty-five (65) days prior to the date 
on which the offer period for the applicable RPM Auction commences. 
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After the Market Monitoring Unit and the Office of the Interconnection have made their 
determinations of whether a resource meets the criteria to qualify for an exception to the RPM 
must-offer requirement, the Capacity Market Seller must notify the Market Monitoring Unit and 
the Office of the Interconnection whether it intends to exclude from its Sell Offer some or all of 
the subject capacity on the basis of an identified exception by no later than sixty-five (65) days 
prior to the date on which the offer period for the applicable RPM Auction commences.  PJM 
does not make determinations of whether withholding of capacity constitutes market power.  A 
Generation Capacity Resource that does not qualify for submission into an RPM Auction 
because it is not owned or controlled by the Capacity Market Seller for a full Delivery Year is 
not subject to the offer requirement hereunder; provided, however, that a Capacity Market Seller 
planning to transfer ownership or control of a Generation Capacity Resource during a Delivery 
Year pursuant to a sale or transfer agreement entered into after March 26, 2009 shall be required 
to satisfy the offer requirement hereunder for the entirety of such Delivery Year and may satisfy 
such requirement by providing for the assumption of this requirement by the transferee of 
ownership or control under such agreement.  
 

If a Capacity Market Seller doesn’t timely seek to remove a Generation Capacity 
Resource from Capacity Resource status or timely submit a request for an exception to the RPM 
must-offer requirement, the Generation Capacity Resource shall only be removed from Capacity 
Resource status, and may only be approved for an exception to the RPM must-offer requirement, 
upon the Capacity Market Seller requesting and receiving an order from FERC, prior to the close 
of the offer period for the applicable RPM Auction, directing the Office of the Interconnection to 
remove the resource from Capacity Resource status and/or granting an exception to the RPM 
must-offer requirement or a waiver of the RPM must-offer requirement as to such resource.   
 
 (h) Any existing generation resource located in the PJM Region that satisfies the 
criteria in the definition of Existing Generation Capacity Resource as of the date on which 
bidding commences for the Base Residual Auction for a Delivery Year, that is not offered into 
such Base Residual Auction, and that does not meet any of the exceptions stated in the prior 
subsection (g): (i) may not participate in any subsequent Incremental Auctions conducted for 
such Delivery Year; (ii) shall not receive any payments under section 5.14 for such Delivery 
Year for the capacity of such Generation Capacity Resources; and (iii) shall not be permitted to 
satisfy any LSE’s Unforced Capacity Obligation, or any entity’s obligation to obtain the 
commitment of Capacity Resources, for such Delivery Year.   
 
 All generation resources located in the PJM Region that satisfy the criteria in the 
definition of Existing Generation Capacity Resource as of the date on which bidding commences 
for an Incremental Auction for a particular Delivery Year, but that did not satisfy such criteria as 
of the date that on which bidding commenced in the Base Residual Auction for that Delivery 
Year, that is not offered into that Incremental Auction, and that does not meet any of the 
exceptions stated in the prior subsection (g): (i) may not participate in any subsequent 
Incremental Auctions conducted for such Delivery Year; (ii) shall not receive any payments 
under section 5.14 for such Delivery Year for the capacity of such Generation Capacity 
Resources; and (iii) shall not be permitted to satisfy any LSE’s Unforced Capacity Obligation, or 
any entity’s obligation to obtain the commitment of Capacity Resources, for such Delivery Year. 
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 All Existing Generation Capacity Resources that are offered into a Base Residual Auction 
or Incremental Auction for a particular Delivery Year but do not clear in such auction, that are 
not offered into each subsequent Incremental Auction, and that do not meet any of the exceptions 
stated in the prior subsection (g): (i) may not participate in any Incremental Auctions conducted 
for such Delivery Year subsequent to such failure to offer; (ii) shall not receive any payments 
under section 5.14 for such Delivery Year for the capacity of such Generation Capacity 
Resources; and (iii) shall not be permitted to satisfy any LSE’s Unforced Capacity Obligation, or 
any entity’s obligation to obtain the commitment of Capacity Resources, for such Delivery Year. 
 
 Any such Existing Generation Capacity Resources may also be subject to further action 
by the Market Monitoring Unit under the terms of Attachment M and Attachment M – Appendix. 
 
 (i) In addition to the remedies set forth in subsections (g) and (h) above, if the 
Market Monitoring Unit determines that one or more Capacity Market Sellers’ failure to offer 
part or all of one or more existing generation resources, for which the Office of the 
Interconnection has not approved an exception to the RPM must-offer requirement, into an RPM 
Auction as required by this Section 6.6 would result in an increase of greater than five percent in 
any Zonal Capacity Price determined through such auction, and the Office of the Interconnection 
agrees with that determination, the Office of the Interconnection shall apply to FERC for an 
order, on an expedited basis, directing such Capacity Market Seller to participate in the relevant 
RPM Auction, or for other appropriate relief, and PJM will postpone clearing the auction 
pending FERC’s decision on the matter.  If the Office of the Interconnection disagrees with the 
Market Monitoring Unit’s determination and does not apply to FERC for an order directing the 
Capacity Market Seller to participate in the auction or for other appropriate relief, the Market 
Monitoring Unit may exercise its powers to inform Commission staff of its concerns and to seek 
appropriate relief. 
 
6.6A Offer Requirement for Capacity Performance Resources 
 
 (a) For the 2018/2019 Delivery Year and subsequent Delivery Years, the installed 
capacity of every Generation Capacity Resource located in the PJM Region that is capable  (or 
that reasonably can become capable) of qualifying as a Capacity Performance Resource shall be 
offered as a Capacity Performance Resource by the Capacity Market Seller that owns or controls 
all or part of such resource (which may include submission as Self-Supply) in all RPM Auctions 
for each such Delivery Year, less any amount determined by the Office of the Interconnection to 
be eligible for an exception to the Capacity Performance Resource must-offer requirement, 
where installed capacity is determined as of the date on which bidding commences for each RPM 
Auction pursuant to Section 5.6.6 of Attachment DD of the Tariff. 
 
 (b) Determinations of EFORd and Unforced Capacity made under section 6.6 hereof 
as to a Generation Capacity Resource shall govern the offers required under this section as to the 
same Generation Capacity Resource.   
 
 (c) Exceptions to the requirement in subsection (a) shall be permitted only for a 
resource which the Capacity Market Seller demonstrates is reasonably expected to be  physically 
incapable of satisfying the requirements of a Capacity Performance Resource.  Intermittent 
Resources, Capacity Storage Resources, Demand Resources, and Energy Efficiency Resources 
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shall not be required to offer as a Capacity Performance Resource, but shall not be precluded 
from being offered as a Capacity Performance Resource at a level that demonstrably satisfies 
such requirements. Exceptions shall be determined using the same timeline and procedures as 
specified in section 6.6.  
 
 (d) A resource not exempted or excepted under subsection (c) hereof that is capable 
of qualifying as a Capacity Performance Resource and does not offer into an RPM Auction as a 
Capacity Performance Resource shall be subject to the same restrictions on subsequent offers, 
and other possible remedies, as specified in section 6.6. 
 
6.7 Data Submission 
 
 (a) Potential participants in any PJM Reliability Pricing Model Auction shall submit, 
together with supporting documentation for each item, to the Market Monitoring Unit and the 
Office of the Interconnection no later than one hundred twenty (120) days prior to the posted 
date for the conduct of such auction, a list of owned or controlled generation resources by PJM 
transmission zone for the specified Delivery Year, including the amount of gross capacity, the 
EFORd and the net (unforced) capacity.  A potential participant intending to offer any Capacity 
Performance Resource at or below the default Market Seller Offer Cap described in section 
6.4(a) must provide the associated offer cap and the MW to which the offer cap applies. 
 
 (b) Except as provided in subsection (c) below, potential participants in any PJM 
Reliability Pricing Model Auction in any LDA or Unconstrained LDA Group that request a unit 
specific Avoidable Cost Rate shall, in addition, submit the following data, together with 
supporting documentation for each item, to the Market Monitoring Unit no later than one 
hundred twenty (120) days prior to the commencement of the offer period for such auction: 
 
  i. If the Capacity Market Seller intends to submit a non-zero price in its Sell 
Offer in any such auction, the Capacity Market Seller shall submit a calculation of the Avoidable 
Cost Rate and Projected PJM Market Revenues, as defined in subsection (d) below, together with 
detailed supporting documentation. 
 
  ii. If the Capacity Market Seller intends to submit a Sell Offer based on 
opportunity cost, the Capacity Market Seller shall also submit a calculation of Opportunity Cost, 
as defined in subsection (d), with detailed supporting documentation. 
 
 (c) Potential auction participants identified in subsection (b) above need not submit 
the data specified in that subsection for any Generation Capacity Resource: 
 

i. that is in an Unconstrained LDA Group or, if this is the relevant market, 
the entire PJM Region, and is in a resource class identified in the table below as not likely to 
include the marginal price-setting resources in such auction; or 

 
ii. for which the potential participant commits that any Sell Offer it submits 

as to such resource shall not include any price above: (1) the applicable default level identified 
below for the relevant resource class, less (2) the Projected PJM Market Revenues for such 
resource, as determined in accordance with this Tariff. 
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Nothing herein precludes the Market Monitoring Unit from requesting additional information 
from any potential auction participant as deemed necessary by the Market Monitoring Unit, 
including, without limitation, additional cost data on resources in a class that is not otherwise 
expected to include the marginal price setting resource as outlined in section II.G of Attachment 
M-Appendix.  Any Sell Offer submitted in any auction that is inconsistent with any agreement or 
commitment made pursuant to this subsection shall be rejected, and the Capacity Market Seller 
shall be required to resubmit a Sell Offer that complies with such agreement or commitment 
within one (1) Bbusiness Dday of the Office of the Interconnection’s rejection of such Sell Offer.  
If the Capacity Market Seller does not timely resubmit its Sell Offer, fails to request a unit-
specific Avoidable Cost Rate by the specified deadline, or if the Office of the Interconnection 
determines that the information provided by the Capacity Market Seller in support of the 
requested unit-specific Avoidable Cost Rate or Sell Offer is incomplete, the Capacity Market 
Seller shall be deemed to have submitted a Sell Offer that complies with the commitments made 
under this subsection, with a default offer for the applicable class of resource or nearest 
comparable class of resource determined under this subsection (c)(ii).  The obligation imposed 
under section 6.6(a) shall not be satisfied unless and until the Capacity Market Seller submits (or 
is deemed to have submitted) a Sell Offer that conforms to its commitments made pursuant to 
this subsection or subject to the procedures set forth in section 6.4 and section II.H of 
Attachment M - Appendix. 
 
The default retirement and mothball Avoidable Cost Rates (“ACR”) referenced in this subsection 
(c)(ii) are as set forth in the tables below  for  the 2013/2014 Delivery Year through the 
2016/2017 Delivery Year.     Capacity Market Sellers shall use the one-year mothball Avoidable 
Cost Rate shown below, unless such Capacity Market Seller satisfies the criteria set forth in 
section 6.7(e), in which case the Capacity Market Seller may use the retirement Avoidable Cost 
Rate.  PJM shall also publish on its Web site the number of Generation Capacity Resources and 
megawatts per LDA that use the retirement Avoidable Cost Rates.  A Capacity Market Seller 
may not use the default Market Seller Offer Cap contained in the ACR tables in this subsection, 
and also seek to include any one or more categories of the Avoidable Cost Rate defined section 
6.8. 
 

Maximum Avoidable Cost Rates by Technology Class 
 

Technology 

2013/14 
Mothball 
ACR 
($/MW-
Day) 

2013/14 
Retirement 
ACR 
($/MW-
Day) 

2014/15 
Mothball 
ACR 
($/MW-
Day) 

2014/15 
Retirement 
ACR 
($/MW-
Day) 

2015/16 
Mothball 
ACR 
($/MW-
Day) 

2015/16 
Retirement 
ACR 
($/MW-
Day) 

2016/2017 
Mothball 
ACR 
($/MW-
Day) 

2016/2017 
Retirement 
ACR 
($/MW-
Day) 

Nuclear N/A N/A N/A N/A N/A N/A N/A N/A 
Pumped 
Storage $23.64  $33.19  $24.56  $34.48  $25.56  $35.89  $24.05  $33.78  
Hydro $80.80  $105.67  $83.93  $109.76  $87.35  $114.24  $82.23  $107.55  
Sub-Critical 
Coal $193.98  $215.02  $201.49  $223.35  $209.71  $232.46  $197.43  $218.84  
Super Critical 
Coal $200.41  $219.21  $208.17  $227.70  $216.66  $236.99  $203.96  $223.10  
Waste Coal - 
Small $255.81  $309.83  $265.72  $321.83  $276.56  $334.96  $260.35  $315.34  
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Waste Coal – 
Large $94.61  $114.29  $98.27  $118.72  $102.28  $123.56  $96.29  $116.32  
Wind N/A N/A N/A N/A N/A N/A N/A N/A 
CC-2 on 1 
Frame F $35.18  $49.90  $36.54  $51.83  $38.03  $53.94  $35.81  $50.79  
CC-3 on 1 
Frame 
E/Siemens $39.06  $52.89  $40.57  $54.94  $42.23  $57.18  $39.75  $53.83  
CC–3 or 
More on 1 or 
More Frame 
F $30.46  $42.28  $31.64  $43.92  $32.93  $45.71  $30.99  $43.03  
CC-NUG 
Cogen. Frame 
B or E 
Technology $130.76  $175.71  $135.82  $182.52  $141.36  $189.97  $133.09  $178.83  
CT -  1st & 
2nd Gen. 
Aero  (P&W 
FT 4) $27.96  $37.19  $29.04  $38.63  $30.22  $40.21  $28.45  $37.85  
CT - 1st &  
Gen. Frame B $27.63  $36.87  $28.70  $38.30  $29.87  $39.86  $28.11  $37.52  
CT - 2nd 
Gen. Frame E $26.26  $35.14  $27.28  $36.50  $28.39  $37.99  $26.73  $35.77  
CT - 3rd Gen. 
Aero (GE LM 
6000) $63.57  $93.70  $66.03  $97.33  $68.72  $101.30  $64.70  $95.37  
CT - 3rd Gen. 
Aero (P&W 
FT - 8 
TwinPak) $33.34  $49.16  $34.63  $51.06  $36.04  $53.14  $33.93  $50.03  
CT -  3rd 
Gen. Frame F $26.96  $38.83  $28.00  $40.33  $29.14  $41.98  $27.43  $39.52  
Diesel $29.92  $37.98  $31.08  $39.45  $32.35  $41.06  $30.44  $38.66  
Oil and Gas 
Steam $74.20  $90.33  $77.07  $93.83  $80.21  $97.66  $75.51  $91.94  
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Commencing with the Base Residual Auction for the 2017/2018 Delivery Year, the Office of the 
Interconnection shall determine the default retirement and mothball Avoidable Cost Rates 
referenced in section (c)(ii) above, and post them on its website, by no later than one hundred 
fifty (150) days prior to the commencement of the offer period for each Base Residual Auction. 
To determine the applicable ACR rates, the Office of the Interconnection shall use the actual rate 
of change in the historical values from the Handy-Whitman Index of Public Utility Construction 
Costs or a comparable index approved by the Commission (“Handy-Whitman Index”) to the 
extent they are available to update the base values for the Delivery Year, and for future Delivery 
Years for which the updated Handy-Whitman Index values are not yet available the Office of the 
Interconnection shall update the base values for the Delivery Year using the most recent ten-
calendar-year annual average rate of change.  The ACR rates shall be expressed in dollar values 
for the applicable Delivery Year. 
 
Maximum Avoidable Cost Rates by Technology Class  
(Expressed in 2011 Dollars for the 2011/2012 Delivery Year) 
 

Technology 
 

Mothball ACR 
($/MW-Day) 
 

Retirement ACR 
($/MW-Day) 
 

Combustion Turbine -  Industrial Frame  $24.13  $33.04  
Coal Fired   $136.91    $157.83  
Combined Cycle $29.58  $40.69  
Combustion Turbine - Aero Derivative $26.13  $37.18  
Diesel $25.46  $32.33  
Hydro $68.78  $89.96  
Oil and Gas Steam $63.16  $76.90  
Pumped Storage $20.12  $28.26  

 
To determine the default retirement and mothball ACR values for the 2017/2018 Delivery Year, 
the Office of the Interconnection shall multiply the base default retirement and mothball ACR 
values in the table above by a factor equal to one plus the most recent annual average rate of 
change in the July Handy-Whitman Indices for the 2011 to 2013 calendar years to determine 
updated base default retirement and mothball ACR values. The updated base default retirement 
and mothball ACR values shall then be multiplied by a factor equal to one plus the most recent 
ten-calendar-year annual average rate of change in the applicable Handy-Whitman Index, taken 
to the fourth power, as calculated by the Office of the Interconnection and posted to its website.  
 
To determine the default retirement and mothball ACR values for the 2018/2019 and 2019/2020  
Delivery Years for Base Capacity Resources, the Office of the Interconnection shall multiply the 
updated base default retirement and mothball ACR values from the immediately preceding 
Delivery Year by a factor equal to one plus the most recent annual average rate of change in the 
July Handy-Whitman Index.  These values become the new adjusted base default retirement and 
mothball ACR values, as calculated by the Office of the Interconnection and posted to its 
website.  These resulting adjusted base values for the Delivery Year shall be multiplied by a 
factor equal to one plus the most recent ten-calendar-year annual average rate of change in the 
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applicable Handy-Whitman Index, taken to the fourth power, as calculated by the Office of the 
Interconnection and posted to its website.   
 
PJM shall also publish on its website the number of Generation Capacity Resources and 
megawatts per LDA that use the retirement Avoidable Cost Rates. 
 
After the Market Monitoring Unit conducts its annual review of the table of default Avoidable 
Cost Rates included in section 6.7(c) above in accordance with the procedure specified in section 
II.H of Attachment M – Appendix, it will provide updated values or notice of its determination 
that updated values are not needed to Office of the Interconnection. In the event that the Office 
of the Interconnection determines that the values should be updated, the Office of the 
Interconnection shall file its proposed values with the Commission by no later than October 30th 
prior to the commencement of the offer period for the first RPM Auction for which it proposes to 
apply the updated values.   
 
 (d) In order for costs to qualify for inclusion in the Market Seller Offer Cap, the 
Capacity Market Seller must provide to the Market Monitoring Unit and the Office of the 
Interconnection relevant unit-specific cost data concerning each data item specified as set forth 
in section 6 by no later than one hundred twenty (120) days prior to the commencement of the 
offer period for the applicable RPM Auction. If cost data is not available at the time of 
submission for the time periods specified in section 6.8, costs may be estimated for such period 
based on the most recent data available, with an explanation of and basis for the estimate used, as 
may be further specified in the PJM Manuals.  Based on the data and calculations submitted by 
the Capacity Market Sellers for each existing generation resource and the formulas specified 
below, the Market Monitoring Unit shall calculate the Market Seller Offer Cap for each such 
resource, and notify the Capacity Market Seller and the Office of the Interconnection in writing 
of its determination pursuant to section II.E of Attachment M-Appendix. 
 

i. Avoidable Cost Rate:  The Avoidable Cost Rate for an existing generation 
resource shall be determined using the formula below and applied to the unit’s Base Offer 
Segment. 

 
ii. Opportunity Cost:  Opportunity Cost shall be the documented price 

available to an existing generation resource in a market external to PJM.  In the event that the 
total MW of existing generation resources submitting opportunity cost offers in any auction for a 
Delivery Year exceeds the firm export capability of the PJM system for such Delivery Year, or 
the capability of external markets to import capacity in such year, the Office of the 
Interconnection will accept such offers on a competitive basis. PJM will construct a supply curve 
of opportunity cost offers, ordered by opportunity cost, and accept such offers to export starting 
with the highest opportunity cost, until the maximum level of such exports is reached.  The 
maximum level of such exports is the lesser of the Office of the Interconnection’s ability to 
permit firm exports or the ability of the importing area(s) to accept firm imports or imports of 
capacity, taking account of relevant export limitations by location.  If, as a result, an opportunity 
cost offer is not accepted from an existing generation resource, the Market Seller Offer Cap 
applicable to Sell Offers relying on such generation resource shall be the Avoidable Cost Rate  
less the Projected Market Revenues for such resource (as defined in Section 6.4).  The default 
Avoidable Cost Rate shall be the one year mothball Avoidable Cost Rate set forth in the tables in 
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section 6.7(c) above unless Capacity Market Seller satisfies the criteria delineated in section 
6.7(e) below. 

 
iii. Projected PJM Market Revenues:  Projected PJM Market Revenues are 

defined by section 6.8(d), for any Generation Capacity Resource to which the Avoidable Cost 
Rate is applied. 
 
 (e) In order for the retirement Avoidable Cost Rate set forth in the table in section 
6.7(c) to apply, by no later than one hundred twenty (120) days prior to the commencement of 
the offer period for the applicable RPM Auction, a Capacity Market Seller must submit to the 
Office of the Interconnection and the Market Monitoring Unit a written sworn, notarized 
statement of a corporate officer representing that the Capacity Market Seller will retire the 
Generation Capacity Resource if it does not receive during the relevant Delivery Year at least the 
applicable retirement Avoidable Cost Rate because it would be uneconomic to continue to 
operate the Generation Capacity Resource in the Delivery Year without the retirement Avoidable 
Cost Rate, and specifying the date the Generation Capacity Resource would otherwise be retired. 
 
 6.8 Avoidable Cost Definition 
 
 (a) Avoidable Cost Rate:   
 
The Avoidable Cost Rate for a Generation Capacity Resource that is the subject of a Sell Offer 
shall be determined using the following formula, expressed in dollars per MW-year: 
 

Avoidable Cost Rate = [Adjustment Factor * (AOML + AAE + AFAE + AME + 
AVE + ATFI + ACC + ACLE) + ARPIR + APIR + CPQR] 

 
Where: 

 
• Adjustment Factor equals 1.10 (to provide a margin of error for understatement 

of costs) plus an additional adjustment referencing the 10-year average Handy-
Whitman Index in order to account for expected inflation from the time interval 
between the submission of the Sell Offer and the commencement of the Delivery 
Year. 

 
• AOML (Avoidable Operations and Maintenance Labor) consists of the 

avoidable labor expenses related directly to operations and maintenance of the 
generating unit for the twelve months preceding the month in which the data 
must be provided. The categories of expenses included in AOML are those 
incurred for:  (a) on-site based labor engaged in operations and maintenance 
activities; (b) off-site based labor engaged in on-site operations and maintenance 
activities directly related to the generating unit; and (c) off-site based labor 
engaged in off-site operations and maintenance activities directly related to 
generating unit equipment removed from the generating unit site.  

 
• AAE (Avoidable Administrative Expenses) consists of the avoidable 

administrative expenses related directly to employees at the generating 
unit for twelve months preceding the month in which the data must be 
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provided.  The categories of expenses included in AAE are those incurred 
for: (a) employee expenses (except employee expenses included in 
AOML); (b) environmental fees; (c) safety and operator training; (d) 
office supplies; (e) communications; and (f) annual plant test, inspection 
and analysis. 
 

• AFAE (Avoidable Fuel Availability Expenses) consists of avoidable 
operating expenses related directly to fuel availability and delivery for the 
generating unit that can be demonstrated by the Capacity Market Seller 
based on data for the twelve months preceding the month in which the 
data must be provided , or on reasonable projections for the Delivery Year 
supported by executed contracts, published tariffs, or other data sufficient 
to demonstrate with reasonable certainty the level of costs that have been 
or shall be incurred for such purpose.  The categories of expenses included 
in AFAE are those incurred for: (a) firm gas pipeline transportation; (b) 
natural gas storage costs; (c) costs of gas balancing agreements; and (d) 
costs of gas park and loan services.  AFAE expenses are for firm fuel 
supply and apply solely for offers for a Capacity Performance Resource 

 
• AME (Avoidable Maintenance Expenses) consists of avoidable 

maintenance expenses (other than expenses included in AOML) related 
directly to the generating unit for the twelve months preceding the month 
in which the data must be provided. The categories of expenses included 
in AME are those incurred for: (a) chemical and materials consumed 
during maintenance of the generating unit; and (b) rented maintenance 
equipment used to maintain the generating unit. 

 
• AVE (Avoidable Variable Expenses) consists of avoidable variable 

expenses related directly to the generating unit incurred in the twelve 
months preceding the month in which the data must be provided.  The 
categories of expenses included in AVE are those incurred for: (a) water 
treatment chemicals and lubricants; (b) water, gas, and electric service (not 
for power generation); and (c) waste water treatment.  

 
• ATFI (Avoidable Taxes, Fees and Insurance) consists of avoidable 

expenses related directly to the generating unit incurred in the twelve 
months preceding the month in which the data must be provided. The 
categories of expenses included in AFTI are those incurred for: (a) 
insurance, (b) permits and licensing fees, (c) site security and utilities for 
maintaining security at the site; and (d) property taxes.   

 
• ACC (Avoidable Carrying Charges) consists of avoidable short-term 

carrying charges related directly to the generating unit in the twelve 
months preceding the month in which the data must be provided. 
Avoidable short-term carrying charges shall include short term carrying 
charges for maintaining reasonable levels of inventories of fuel and spare 
parts that result from short-term operational unit decisions as measured by 
industry best practice standards.  For the purpose of determining ACC, 
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short term is the time period in which a reasonable replacement of 
inventory for normal, expected operations can occur. 

 
• ACLE (Avoidable Corporate Level Expenses) consists of avoidable 

corporate level expenses directly related to the generating unit incurred in 
the twelve months preceding the month in which the data must be 
provided. Avoidable corporate level expenses shall include only such 
expenses that are directly linked to providing tangible services required for 
the operation of the generating unit proposed for Deactivation. The 
categories of avoidable expenses included in ACLE are those incurred for: 
(a) legal services, (b) environmental reporting; and (c) procurement 
expenses. 

 
• CPQR (Capacity Performance Quantifiable Risk) consists of the 

quantifiable and reasonably-supported costs of mitigating the risks of non-
performance associated with submission of a Capacity Performance 
Resource offer (or of a Base Capacity Resource offer for the 2018/19 or 
2019/20 Delivery Years), such as insurance expenses associated with 
resource non-performance risks.  CPQR shall be considered reasonably 
supported if it is based on actuarial practices generally used by the 
industry to model or value risk and if it is based on actuarial practices used 
by the Capacity Market Seller to model or value risk in other aspects of 
the Capacity Market Seller’s business. Such reasonable support shall also 
include an officer certification that the modeling and valuation of the 
CPQR was developed in accord with such practices. Provision of such 
reasonable support shall be sufficient to establish the CPQR. 

 
• APIR (Avoidable Project Investment Recovery Rate) = PI * CRF 

 
Where: 

 
• PI is the amount of project investment completed prior to June 1 of 

the Delivery Year, except for Mandatory Capital Expenditures 
(“CapEx”) for which the project investment must be completed 
during the Delivery Year, that is reasonably required to enable a 
Generation Capacity Resource that is the subject of a Sell Offer to 
continue operating or improve availability during Peak-Hour 
Periods during the Delivery Year. 

 
• CRF is the annual capital recovery factor from the following table, 

applied in accordance with the terms specified below. 
 
 

Age of Existing Units (Years) Remaining Life of Plant 
(Years) 

Levelized CRF 

1 to 5 30 0.107 
6 to 10 25 0.114 
11 to 15 20 0.125 
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16 to 20 15 0.146 
21 to 25 10 0.198 
25 Plus 5 0.363 
Mandatory CapEx 4 0.450 
40 Plus Alternative 1 1.100 

 
Unless otherwise stated, Age of Existing Unit shall be equal to the number of years since the 
Unit commenced commercial operation, up to and through the relevant Delivery Year.  
 
Remaining Life of Plant defines the amortization schedule (i.e., the maximum number of years 
over which the Project Investment may be included in the Avoidable Cost Rate.) 
 
Capital Expenditures and Project Investment 
 
For any given Project Investment, a Capacity Market Seller may make a one-time election to 
recover such investment using: (i) the highest CRF and associated recovery schedule to which it 
is entitled; or (ii) the next highest CRF and associated recovery schedule.  For these purposes, the 
CRF and recovery schedule for the 25 Plus category is the next highest CRF and recovery 
schedule for both the Mandatory CapEx and the 40 Plus Alternative categories.  The Capacity 
Market Seller using the above table must provide the Market Monitoring Unit with information, 
identifying and supporting such election, including but not limited to the age of the unit, the 
amount of the Project Investment, the purpose of the investment, evidence of corporate 
commitment (e.g., an SEC filing, a press release, or a letter from a duly authorized corporate 
officer indicating intent to make such investment), and detailed information concerning the 
governmental requirement (if applicable).  Absent other written notification, such election shall 
be deemed based on the CRF such Seller employs for the first Sell Offer reflecting recovery of 
any portion of such Project Investment.  
  
For any resource using the CRF and associated recovery schedule from the CRF table that set the 
Capacity Resource Clearing Price in any Delivery Year, such Capacity Market Seller must also 
provide to the Market Monitoring Unit, for informational purposes only, evidence of the actual 
expenditure of the Project Investment, when such information becomes available. 
 
If the project associated with a Project Investment that was included in a Sell Offer using a CRF 
and associated recovery schedule from the above table has not entered into commercial operation 
prior to the end of the relevant Delivery Year, and the resource’s Sell Offer sets the clearing 
price for the relevant LDA, the Capacity Market Seller shall be required to elect to either (i) pay 
a charge that is equal to the difference between the Capacity Resource Clearing Price for such 
LDA for the relevant Delivery Year and what the clearing price would have been absent the 
APIR component of the Avoidable Cost Rate, this difference to be multiplied by the cleared MW 
volume from such Resource (“rebate payment”); (ii) hold such rebate payment in escrow, to be 
released to the Capacity Market Seller in the event that the project enters into commercial 
operation during the subsequent Delivery Year or rebated to LSEs in the relevant LDA if the 
project has not entered into commercial operation during the subsequent Delivery Year; or (iii) 
make a reasonable investment in the amount of the PI in other Existing Generation Capacity 
Resources owned or controlled by the Capacity Market Seller or its Affiliates in the relevant 
LDA. The revenue from such rebate payments shall be allocated pro rata to LSEs in the relevant 
LDA(s) that were charged a Locational Reliability Charge for such Delivery Year, based on their 



 

Page 465 

Daily Unforced Capacity Obligation in the relevant LDA(s).  If the Sell Offer from the 
Generation Capacity Resource did not set the Capacity Resource Clearing Price in the relevant 
LDA, no alternative investment or rebate payment is required.  If the difference between the 
Capacity Resource Clearing Price for such LDA for the relevant Delivery Year and what the 
clearing price would have been absent the APIR amount does not exceed the greater of $10 per 
MW-day or a 10% increase in the clearing price, no alternative investment or rebate payment is 
required. 
 
Mandatory CapEx Option 
 
The Mandatory CapEx CRF and recovery schedule is an option available, beginning in the third 
BRA (Delivery Year 2009-10), to a resource that must make a Project Investment to comply with 
a governmental requirement that would otherwise materially impact operating levels during the 
Delivery Year, where: (i) such resource is a coal, oil or gas-fired resource that began commercial 
operation no fewer than fifteen years prior to the start of the first Delivery Year for which such 
recovery is sought, and such Project Investment is equal to or exceeds $200/kW of capitalized 
project cost; or (ii) such resource is a coal-fired resource located in an LDA for which a separate 
VRR Curve has been established for the relevant Delivery Years, and began commercial 
operation at least 50 years prior to the conduct of the relevant BRA.  
 
A Capacity Market Seller that wishes to elect the Mandatory CapEx option for a Project 
Investment must do so beginning with the Base Residual Auction for the Delivery Year in which 
such project is expected to enter commercial operation.  A Sell Offer submitted in any Base 
Residual Auction for which the Mandatory CapEx option is selected may not exceed an offer 
price equivalent to 0.90 times the then-current Net CONE (on an unforced-equivalent basis).   
 
40 Plus Alternative Option 
 
The 40 Plus Alternative CRF and recovery schedule is an option available, beginning in the third 
BRA (Delivery Year 2009-10), for a resource that is a gas- or oil-fired resource that began 
commercial operation no less than 40 years prior to the conduct of the relevant BRA (excluding, 
however, any resource in any Delivery Year for which the resource is receiving a payment under 
Part V of the PJM Tariff.  Generation Capacity Resources electing this 40 Plus Alternative CRF 
shall be treated as At Risk Generation for purposes of the sensitivity runs in the RTEP process).  
Resources electing the 40 Plus Alternative option will be modeled in the RTEP process as “at-
risk” at the end of the one-year amortization period.  
 
A Capacity Market Seller that wishes to elect the 40 Plus Alternative option for a Project 
Investment must provide written notice of such election to the Office of the Interconnection no 
later than six months prior to the Base Residual Auction for which such election is sought; 
provided however that shorter notice may be provided if unforeseen circumstances give rise to 
the need to make such election and such seller gives notice as soon as practicable.   
 
The Office of the Interconnection shall give market participants reasonable notice of such 
election, subject to satisfaction of requirements under the PJM Operating Agreement for 
protection of confidential and commercially sensitive information. A Sell Offer submitted in any 
Base Residual Auction for which the 40 Plus Alternative option is selected may not exceed an 
offer price equivalent to the then-current Net CONE (on an unforced-equivalent basis). 
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Multi-Year Pricing Option 
 
A Seller submitting a Sell Offer with an APIR component that is based on a Project Investment 
of at least $450/kW may elect this Multi-Year Pricing Option by providing written notice to such 
effect the first time it submits a Sell Offer that includes an APIR component for such Project 
Investment.  Such option shall be available on the same terms, and under the same conditions, as 
are available to Planned Generation Capacity Resources under section 5.14(c) of this 
Attachment. 
 

• ARPIR (Avoidable Refunds of Project Investment Reimbursements) 
consists of avoidable refund amounts of Project Investment 
Reimbursements payable by a Generation Owner to PJM under Part V, 
Section 118 of this Tariff or avoidable refund amounts of project 
investment reimbursements payable by a Generation Owner to PJM under 
a Cost of Service Recovery Rate filed under Part V, Section 119 of the 
Tariff and approved by the Commission. 

 
 (b) For the purpose of determining an Avoidable Cost Rate, avoidable expenses are 
incremental expenses directly required to operate a Generation Capacity Resource that a 
Generation Owner would not incur if such generating unit did not operate in the Delivery Year or 
meet Availability criteria during Peak-Hour Periods during the Delivery Year.  
 
 (c) For the purpose of determining an Avoidable Cost Rate, avoidable expenses shall 
exclude variable costs recoverable under cost-based offers to sell energy from operating capacity 
on the PJM Interchange Energy Market under the Operating Agreement. 
 
 (d) Projected PJM Market Revenues for any Generation Capacity Resource to which 
the Avoidable Cost Rate is applied shall include all actual unit-specific revenues from PJM 
energy markets, ancillary services, and unit-specific bilateral contracts from such Generation 
Capacity Resource, net of energy and ancillary services market offers for such resource.  Net 
energy market revenues shall be based on the non-zero market-based offers of the Capacity 
Market Seller of such Generation Capacity Resource unless one of the following conditions is 
met, in which case the cost-based offer shall be used: (x) the market-based offer for the resource 
is zero, (y) the market-based offer for the resource is higher than its cost-based offer and such 
offer has been mitigated, or (z) the market-based offer for the resource is less than such Capacity 
Market Seller’s fuel and environmental costs for the resource which shall be determined either 
by directly summing the fuel and environmental costs if they are available, or by subtracting 
from the cost-based offer for the resource all costs developed pursuant to the Operating 
Agrement and PJM Manuals that are not fuel or environmental costs.   

 
The calculation of Projected PJM Market Revenues shall be equal to the rolling simple average 
of such net revenues as described above from the three most recent whole calendar years prior to 
the year in which the BRA is conducted.  
 
If a Generation Capacity Resource did not receive PJM market revenues during the entire 
relevant time period because the Generation Capacity Resource was not integrated into PJM 
during the full period, then the Projected PJM Market Revenues shall be calculated using only 



 

Page 467 

those whole calendar years within the full period in which such Resource received PJM market 
revenues. 
 
If a Generation Capacity Resource did not receive PJM market revenues during the entire 
relevant time period because it was not in commercial operation during the entire period, or if 
data is not available to the Capacity Market Seller for the entire period, despite the good faith 
efforts of such seller to obtain such data, then the Projected PJM Market Revenues shall be 
calculated based upon net revenues received over the entire period by comparable units, to be 
developed by the MMU and the Capacity Market Seller. 
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14. CONVERSION OF CAPACITY CREDITS FROM PRIOR CAPACITY 
ADEQUACY REGIMEReserved. 
 
14.1 Purpose 
 
Capacity Credits shall not be accepted as satisfaction of the Daily Unforced Capacity Obligation 
of any LSE.  Parties to Capacity Credit transactions may agree bilaterally to convert such 
transactions on a basis that permits them to clear in a Reliability Pricing Model Auction, or may 
settle such transactions financially as described in section 14.2. 
 
14.2 Settlement 
 
For the 2007/2008 Delivery Year, only Capacity Credits confirmed by the Office of the 
Interconnection to have been entered into prior to April 1, 2006 will be settled based on the 
marginal value of system capacity ($/MW-day) as determined under section 5.14(a) in the Base 
Residual Auction for such Delivery Year, plus any Locational Price Adder determined in such 
auction for the Locational Deliverability Area that corresponds to the Mid-Atlantic Region plus 
the Allegheny Power System Zone.  The party that purchased such Capacity Credit shall receive 
this value multiplied by the megawatt quantity of the Capacity Credit, for the duration of such 
transaction.  The party that sold such Capacity Credit shall be assessed this value, multiplied by 
the megawatt quantity of the Capacity Credit, for the duration of such transaction.   For the 
2008/2009 Delivery Year, and thereafter, Capacity Credits will be settled based on the marginal 
value of system capacity ($/MW-day) as determined under section 5.14(a) in the Base Residual 
Auction for such Delivery Year.  The party that purchased such Capacity Credit shall receive this 
value multiplied by the megawatt quantity of the Capacity Credit, for the duration of the 
transaction.  The party that sold such Capacity Credit will be assessed this value multiplied by 
the megawatt quantity of the Capacity Credit, for the duration of the transaction. 
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ATTACHMENT DD-1 
 
Preface:  The provisions of this Attachment incorporate into the Tariff for ease of reference the 
provisions of Schedule 6 of the Reliability Assurance Agreement among Load Serving Entities 
in the PJM Region.  As a result, this Attachment will be modified, subject to FERC approval, so 
that the terms and conditions set forth herein remain consistent with the corresponding terms and 
conditions of Schedule 6 of the RAA.  Capitalized terms used herein that are not otherwise 
defined in Attachment DD or elsewhere in this Tariff have the meaning set forth in the RAA. 
 
PROCEDURES FOR DEMAND RESOURCES AND ENERGY EFFICIENCY 
 
 A. Parties can partially or wholly offset the amounts payable for the Locational 
Reliability Charge with Demand Resources that are operated under the direction of the Office of 
the Interconnection.  FRR Entities may reduce their capacity obligations with Demand Resources 
that are operated under the direction of the Office of the Interconnection and detailed in such 
entity’s FRR Capacity Plan.  Demand Resources qualifying under the criteria set forth below 
may be offered for sale or designated as Self-Supply in the Base Residual Auction, included in 
an FRR Capacity Plan, or offered for sale in any Incremental Auction, for any Delivery Year for 
which such resource qualifies.  Qualified Demand Resources generally fall in one of three 
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Legacy Direct Load Control 
(prior to June 1, 2016), as further specified in section G below and the PJM Manuals.  Qualified 
Demand Resources may be provided by a Curtailment Service Provider, notwithstanding that 
such Curtailment Service Provider is not a Party to this Agreement.  Such Curtailment Service 
Providers must satisfy the requirements hereof and the PJM Manuals. 
 
  1. A Party must formally notify, in accordance with the requirements of the 
PJM Manuals and section F hereof, as applicable, the Office of the Interconnection of the 
Demand Resource that it is placing under the direction of the Office of the Interconnection.  A 
Party must further notify the Office of the Interconnection whether the resource is a Limited 
Demand Resource, an Extended Summer Demand Resource, a Base Capacity Demand Resource, 
a Summer-Period Demand Resource or an Annual Demand Resource. 
 
  2. A Demand Resource must achieve its full load reduction within the 
following time period: 
 
  (a) For the 2014/2015 Delivery Year, Curtailment Service Providers may 
elect a notification time period from the Office of the Interconnection of 30, 60 or 120 minutes 
prior to their Demand Resources being required to fully respond to a Load Management Event. 
 
 (b) For the 2015/2016 Delivery Year and subsequent Delivery Years, a Demand 
Resource must be able to fully respond to a Load Management Event within 30 minutes of 
notification from the Office of the Interconnection.  This default 30 minute prior notification shall 
apply unless a Curtailment Service Provider obtains an exception from the Office of the 
Interconnection due to physical operational limitations that prevent the Demand Resource from 
reducing load within that timeframe.  In such case, the Curtailment Service Provider shall submit a 
request for an exception to the 30 minute prior notification requirement to the Office of the 
Interconnection, at the time the Registration Form for that resource is submitted in accordance 
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with Attachment K-Appendix of this Tariff.  The only alternative notification times that the 
Office of Interconnection will permit, upon approval of an exception request, are 60 minutes and 
120 minutes prior to a Load Management Event.  The Curtailment Service Provider shall 
indicate in writing, in the appropriate application, that it seeks an exception to permit a prior 
notification time of 60 minutes or 120 minutes, and the reason(s) for the requested exception.  A 
Curtailment Service Provider shall not submit a request for an exception to the default 30 minute 
notification period unless it has done its due diligence to confirm that the Demand Resource is 
physically incapable of responding within that timeframe based on one or more of the reasons set 
forth below and as may be further defined in the PJM Manuals and has obtained detailed data 
and documentation to support this determination.    
 
In order to establish that a Demand Resource is reasonably expected to be physically unable to 
reduce load in that timeframe, the Curtailment Service Provider that registered the resource must 
demonstrate that:  

 
1) The manufacturing processes for the Demand Resource require gradual reduction to avoid 

damaging major industrial equipment used in the manufacturing process, or damage to the product 
generated or feedstock used in the manufacturing process;  

 
2) Transfer of load to back-up generation requires time-intensive manual process taking more 

than 30 minutes;  
 

3) On-site safety concerns prevent location from implementing reduction plan in less than 30 
minutes; or, 

 
4) The Demand Resource is comprised of mass market residential customers or Small 

Commercial Customers which collectively cannot be notified of a Load Management Event within a 
30-minute timeframe due to unavoidable communications latency, in which case the requested 
notification time shall be no longer than 120 minutes.  

 
The Office of the Interconnection may request data and documentation from the Curtailment 
Service Provider and such Curtailment Service Provider shall provide to the Office of the 
Interconnection within three (3) Bbusiness Ddays of a request therefor, a copy of all of the data and 
documentation supporting the exception request. Failure to provide a timely response to such request 
shall cause the exception to terminate the following Operating Day. 

 
At its sole option and discretion, the Office of the Interconnection may review the data and 
documentation provided by the Curtailment Service Provider to determine if the Demand 
Resource has met one or more of the criteria above.  The Office of the Interconnection will notify 
the Curtailment Service Provider in writing of its determination by no later than ten (10) 
Bbusiness Ddays after receipt of the data and documentation.   

 
The Curtailment Service Provider shall provide written notification to the Office of the 
Interconnection of a material change to the facts that supported its exception request within three 
(3) Bbusiness Ddays of becoming aware of such material change in facts, and, if the Office of 
Interconnection determines that the physical limitation criteria above are no longer being met, the 
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Demand Resource shall be subject to the default notification period of 30 minutes  immediately 
upon such determination. 

 
  3. The initiation of load reduction, upon the request of the Office of the 
Interconnection, must be within the authority of the dispatchers of the Party.  No additional 
approvals should be required. 
 
  4. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered a pre-emergency or emergency action and must be implementable 
prior to a voltage reduction. 
 
  5. A Curtailment Service Provider intending to offer for sale or designate for 
self-supply, a Demand Resource in any RPM Auction, or intending to include a Demand 
Resource in any FRR Capacity Plan must demonstrate, to PJM’s satisfaction, that such resource 
shall have the capability to provide a reduction in demand, or otherwise control load, on or 
before the start of the Delivery Year for which such resource is committed.  As part of such 
demonstration, each such Curtailment Service Provider shall submit a Demand Resource Sell 
Offer Plan in accordance with the standards and procedures set forth in section A-1 of Schedule 
6, Schedule 8.1 (as to FRR Capacity Plans) and the PJM Manuals, no later than 15 Bbusiness 
Ddays prior to, as applicable, the RPM Auction in which such resource is to be offered, or the 
deadline for submission of the FRR Capacity Plan in which such resource is to be included.  PJM 
may verify the Curtailment Service Provider’s adherence to the Demand Resource Sell Offer 
Plan at any time.  A Curtailment Service Provider with a PJM-approved Demand Resource Sell 
Offer Plan will be permitted to offer up to the approved Demand Resource quantity into the 
subject RPM Auction or include such resource in its FRR Capacity Plan. 
 
  6. Selection of a Demand Resource in an RPM Auction results in 
commitment of capacity to the PJM Region.  Demand Resources that are so committed must be 
registered to participate in the Full Program Option or as a Capacity Only resource of the 
Emergency Load Response and Pre-Emergency Load Response Program and thus available for 
dispatch during PJM-declared pre-emergency events and emergency events. 
 

A-1. A Demand Resource Sell Offer Plan shall consist of a completed template 
document in the form posted on the PJM website, requiring the information set forth below and 
in the PJM Manuals, and a Demand Resource Officer Certification Form signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification.  The 
Demand Resource Sell Offer Plan must provide information that supports the Demand Resource 
Provider’s intended Demand Resource Sell Offers and demonstrates that the Demand Resources 
are being offered with the intention that the MW quantity that clears the auction is reasonably 
expected to be physically delivered through Demand Resource registrations for the relevant 
Delivery Year.  The Demand Resource Sell Offer Plan shall include all Existing Demand 
Resources and all Planned Demand Resources that the Demand Resource Provider intends to 
offer into an RPM Auction or include in an FRR Capacity Plan. 
 

1. Demand Resource Sell Offer Plan Template.  The Demand Resource Sell 
Offer Plan template, in the form provided on the PJM website, shall require the Demand 
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Resource Provider to provide the following information and such other information as specified 
in the PJM Manuals:    

 
(a) Summary Information. The completed template shall include the 

Demand Resource Provider’s company name, contact information, and the Nominated DR Value 
in ICAP MWs by Zone/sub-Zone that the Demand Resource Provider intends to offer, stated 
separately for Existing Demand Resources and Planned Demand Resources.  The total 
Nominated DR Value in MWs for each Zone/sub-Zone shall be the sum of the Nominated DR 
Value of Existing Demand Resources and the Nominated DR Value of Planned Demand 
Resources, and shall be the maximum MW amount the Provider intends to offer in the RPM 
Auction for the indicated Zone/sub-Zone, provided that nothing herein shall preclude the 
Demand Resource Provider from offering in the auction a lesser amount than the total 
Nominated DR Value shown in its Demand Resource Sell Offer Plan. 

 
(b) Existing Demand Resources.  The Demand Resource Provider 

shall identify all Existing Demand Resources by identifying end-use customer sites that are 
currently registered with PJM (even if not registered by such Demand Resource Provider) and 
that the Demand Resource Provider reasonably expects to have under a contract to reduce load 
based on PJM dispatch instructions by the start of the auction Delivery Year.   

 
(c) Planned Demand Resources.  The Demand Resource Provider shall 

provide the details of, and key assumptions underlying, the Planned Demand Resource quantities 
(i.e., all Demand Resource quantities in excess of Existing Demand Resource quantities) 
contained in the Demand Resource Sell Offer Plan, including: 

 
(i) key program attributes and assumptions used to develop the 
Planned Demand Resource quantities, including, but not limited to, 
discussion of:  

● method(s) of achieving load reduction at customer site(s);  
● equipment to be controlled or installed at customer site(s), if any;  
● plan and ability to acquire customers;  
● types of customer targeted;  
● support of market potential and market share for the target 

customer base, with adjustments for Existing Demand Resource 
customers within this market and the potential for other Demand 
Resource Providers targeting the same customers;  

● assumptions regarding regulatory approval of program(s), if 
applicable; and  

● Prior to June 1, 2016: if applicable, Legacy Direct Load Control 
(LDLC) program details such as: a description of the cycling 
control strategy, any assumptions regarding switch operability rate, 
and a list (and copy) of all load research studies used to develop 
the estimated nominated ICAP value per customer (i.e., the per-
participant impact). 
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(ii) Zone/sub-Zone information by end-use customer segment for all 
Nominated DR Values for which an end-use customer site is not 
identified, to include the number in each segment of end-use customers 
expected to be registered for the subject Delivery Year, the average Peak 
Load Contribution per end-use customer for such segment, and the 
average Nominated DR Value per customer for such segment.  End-use 
customer segments may include residential, commercial, small industrial, 
medium industrial, and large industrial, as identified and defined in the 
PJM Manuals, provided that nothing herein or in the Manuals shall 
preclude the Provider from identifying more specific customer segments 
within the commercial and industrial categories, if known.   

 
(iii) Information by end-use customer site to the extent required by 
subsection A-1(1)(c)(iv) or, if not required by such subsection, to the 
extent known at the time of the submittal of the Demand Resource Sell 
Offer Plan, to include: customer EDC account number (if known), 
customer name, customer premise address, Zone/sub-Zone in which the 
customer is located, end-use customer segment, current Peak Load 
Contribution value (or an estimate if actual value not known) and an 
estimate of expected Peak Load Contribution for the subject Delivery 
Year, and an estimated Nominated DR Value.   

 
(iv) End-use customer site-specific information shall be required for 
any Zones or sub-Zones identified by PJM pursuant to this subsection for 
the portion, if any, of a Demand Resource Provider’s intended offer in 
such Zones or sub-Zones that exceeds a Sell Offer threshold determined 
pursuant to this subsection, as any such excess quantity under such 
conditions should reflect Planned Demand Resources from end-use 
customer sites that the Provider has a high degree of certainty it will 
physically deliver for the subject Delivery Year.  In accordance with the 
procedures in subsection A-1(3) below, PJM shall identify, as requiring 
site-specific information, all Zones and sub-Zones that comprise any LDA 
group (from a list of LDA groups stated in the PJM Manuals) in which 
[the quantity of cleared Demand Resources from the most recent Base 
Residual Auction] plus [the quantity of Demand Resources included in 
FRR Capacity Plans for the Delivery Year addressed by the most recent 
Base Residual Auction] in any Zone or sub-Zone of such LDA group 
exceeds the greater of: 
   

● the maximum Demand Resources quantity registered with PJM  
for such Zone for any Delivery Year from the current (at time of 
plan submission) Delivery Year and the two preceding Delivery 
Years; and 

  
● the potential Demand Resource quantity for such Zone estimated 

by PJM based on an independent published assessment of demand 
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response potential that is reasonably applicable to such Zone, as 
identified in the PJM Manuals.  
 

For each such Zone and sub-Zone, the Sell Offer threshold for each 
Demand Resource Provider shall be the higher of: 
 

● the Demand Resource Provider’s maximum Demand Resource 
quantity registered with PJM for such Zone/sub-Zone over the 
current Delivery Year (at the time of plan submission) and two 
preceding Delivery Years; 
 

● the Demand Resource Provider’s maximum for any single 
Delivery Year of [such provider’s cleared Demand Resource 
quantity] plus [such provider’s quantity of Demand Resources 
included in FRR Capacity Plans] from the three forward Delivery 
Years addressed by the three most recent Base Residual Auctions 
for such Zone/sub-Zone; and 

 
● 10 MW. 

 
(d) Schedule.  The Demand Resource Provider shall provide an 

approximate timeline for procuring end-use customer sites as needed to physically deliver the 
total Nominated DR Value (for both Existing Demand Resources and Planned Demand 
Resources) by Zone/sub-Zone in the Demand Resource Sell Offer Plan.  The Demand Resource 
Provider must specify the cumulative number of customers and the cumulative Nominated DR 
Value associated with each end-use customer segment within each Zone/sub-Zone that the 
Demand Resource Provider expects (at the time of plan submission) to have under contract as of 
June 1 each year between the time of the auction and the subject Delivery Year. 
 

2. Demand Resource Officer Certification Form.  Each Demand Resource 
Sell Offer Plan must include a Demand Resource Officer Certification, signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification, in the form 
shown in the PJM Manuals, which form shall include the following certifications: 

 
(a) that the signing officer has reviewed the Demand Resource Sell Offer 

Plan and the information supplied to PJM in support of the Plan is true and correct as of the date 
of the certification; and 

 
(b) that the Demand Resource Provider is submitting the Plan with the 

reasonable expectation, based upon its analyses as of the date of the certification, to physically 
deliver all megawatts that clear the RPM Auction through Demand Resource registrations by the 
specified Delivery Year. 

 
As set forth in the form provided in the PJM manuals, the certification shall 

specify that it does not in any way abridge, expand, or otherwise modify the current provisions of 
the PJM Tariff, Operating Agreement and/or RAA, or the Demand Resource Provider’s rights 
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and obligations thereunder, including the Demand Resource Provider’s ability to adjust capacity 
obligations through participation in PJM incremental auctions and bilateral transactions.  

 
3. Procedures.  No later than December 1 prior to the Base Residual Auction 

for a Delivery Year, PJM shall post to the PJM website a list of Zones and sub-Zones, if any, for 
which end-use customer site-specific information shall be required under the conditions specified 
in subsection A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery Year.  Once 
so identified, a Zone or sub-Zone shall remain on the list for future Delivery Years until the 
threshold determined under subsection A-1(1)(c)(iv) above is not exceeded for three consecutive 
Delivery Years.  No later than 15 Bbusiness Ddays prior to the RPM Auction in which a Demand 
Resource Provider intends to offer a Demand Resource, the Demand Resource Provider shall 
submit to PJM a completed Demand Resource Sell Offer Plan template and a Demand Resource 
Officer Certification Form signed by a duly authorized officer of the Provider.  PJM will review 
all submitted DR Sell Offer Plans.  No later than 10 Bbusiness Ddays prior to the subject RPM 
Auction, PJM shall notify any Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same Delivery Year.  In such 
event, the MWs associated with such site(s) will not be approved for inclusion in a Sell Offer in 
an RPM Auction by any of the Demand Resource Providers, unless a Demand Resource Provider 
provides a letter of support from the end-use customer indicating that it is likely to execute a 
contract with that Demand Resource Provider for the relevant Delivery Year, or provides other 
comparable evidence of likely commitment.  Such letter of support or other supporting evidence 
must be provided to PJM no later than 7 Bbusiness Ddays prior to the subject RPM Auction.  If 
an end-use customer provides letters of support for the same site for the same Delivery Year to 
multiple Demand Resource Providers, the MWs associated with such end-use customer site shall 
not be approved as a Demand Resource for any of the Demand Resource Providers.  No later 
than 5 Bbusiness Ddays prior to the subject RPM Auction, PJM will notify each Demand 
Resource Provider of the approved Demand Resource quantity, by Zone/sub-Zone, that such 
Demand Resource Provider is permitted to offer into such RPM Auction. 
 
 B. The Unforced Capacity value of a Demand Resource will be determined as:   
 
for the Delivery Years through May 31, 2018, or for FRR Capacity Plans for Delivery Years 
through May 31, 2019, the product of the Nominated Value of the Demand Resource times the 
DR Factor, times the Forecast Pool Requirement, and for the 2018/2019 Delivery Year and 
subsequent Delivery Years, or for FRR Capacity Plans for the 2019/2020 Delivery Year and 
subsequent Delivery Years, the product of the Nominated Value of the Demand Resource times 
the Forecast Pool Requirement.  Nominated Values shall be determined and reviewed in 
accordance with sections I and J, respectively, and the PJM Manuals.  The DR Factor is a factor 
established by the PJM Board with the advice of the Members Committee to reflect the increase 
in the peak load carrying capability in the PJM Region due to Demand Resources.  Peak load 
carrying capability is defined to be the peak load that the PJM Region is able to serve at the loss 
of load expectation defined in the Reliability Principles and Standards.  The DR Factor is the 
increase in the peak load carrying capability in the PJM Region due to Demand Resources, 
divided by the total Nominated Value of Demand Resources in the PJM Region.  The DR Factor 
will be determined using an analytical program that uses a probabilistic approach to determine 
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reliability.  The determination of the DR Factor will consider the reliability of Demand 
Resources, the number of interruptions, and the total amount of load reduction. 
 
 C. Demand Resources offered and cleared in a Base Residual or Incremental Auction 
shall receive the corresponding Capacity Resource Clearing Price as determined in such auction, 
in accordance with Attachment DD of the PJM Tariff.  For Delivery Years beginning with the 
Delivery Year that commences on June 1, 2013, any Demand Resources located in a Zone with 
multiple LDAs shall receive the Capacity Resource Clearing Price applicable to the location of 
such resource within such Zone, as identified in such resource’s offer.  Further, the Curtailment 
Service Provider shall register its resource in the same location within the Zone as specified in its 
cleared sell offer, and shall be subject to deficiency charges under Attachment DD of this Tariff 
to the extent it fails to provide the resource in such location consistent with its cleared offer.  For 
either of the Delivery Year commencing on June 1, 2010 or commencing on June 1, 2012, if the 
location of a Demand Resource is not specified by a Seller in the Sell Offer on an individual 
LDA basis in a Zone with multiple LDAs, then Demand Resources cleared by such Seller will be 
paid a DR Weighted Zonal Resource Clearing Price, determined as follows: (i) for a Zone that 
includes non-overlapping LDAs, calculated as the weighted average of the Resource Clearing 
Prices for such LDAs,  weighted by the cleared Demand Resources registered by such Seller in 
each such LDA; or (ii) for a Zone that contains a smaller LDA within a larger LDA, calculated 
treating the smaller LDA and the remaining portion of the larger LDA as if they were separate 
LDAs, and weight-averaging in the same manner as (i) above.   
 
 D. The Party, Electric Distributor, or Curtailment Service Provider that establishes a 
contractual relationship (by contract or tariff rate) with a customer for load reductions is entitled 
to receive the compensation specified in section C for a committed Demand Resource, 
notwithstanding that such provider is not the customer’s energy supplier. 
 
 E. Any Party hereto shall demonstrate that its Demand Resources performed during 
periods when load management procedures were invoked by the Office of the Interconnection.  
The Office of the Interconnection shall adopt and maintain rules and procedures for verifying the 
performance of such resources, as set forth in section K hereof and the PJM Manuals.  In 
addition, committed Demand Resources that do not comply with the directions of the Office of 
the Interconnection to reduce load during an emergency shall be subject to the penalty charge set 
forth in Attachment DD to the PJM Tariff. 
 
 F. Parties may elect to place Demand Resources associated with Behind The Meter 
Generation under the direction of the Office of the Interconnection for a Delivery Year by 
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the Base 
Residual Auction for such Delivery Year.  This election shall remain in effect for the entirety of 
such Delivery Year.  In the event such an election is made, such Behind The Meter Generation 
will not be netted from load for the purposes of calculating the Daily Unforced Capacity 
Obligations under this Agreement. 
 
 G. PJM measures Demand Resources in the following ways: 
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Prior to June 1, 2016: Legacy Direct Load Control (LDLC) – Load management that is initiated 
directly by the Curtailment Service Provider’s market operations center or its agent, employing a 
communication signal to cycle equipment (typically water heaters or central air conditioners).  
DLC programs are qualified based on load research and customer subscription data.  Curtailment 
Service Providers may rely on the results of load research studies identified in the PJM Manuals 
to set the per-participant load reduction for LDLC programs.  Each Curtailment Service Provider 
relying on DLC load management must periodically update its LDLC switch operability rates, in 
accordance with the PJM Manuals. 
 
Firm Service Level (FSL) – Load management achieved by an end-use customer reducing its 
load to a pre-determined level (the Firm Service Level), upon notification from the Curtailment 
Service Provider’s market operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by an end-use customer reducing 
its load by a pre-determined amount (the Guaranteed Load Drop), upon notification from the 
Curtailment Service Provider’s market operations center or its agent. Typically, the load 
reduction is achieved through running customer-owned backup generators, or by shutting down 
process equipment. 
 
 H.  Each Curtailment Service Provider must satisfy (or contract with another LSE, 
Curtailment Service Provider, or electric distribution company to provide) the following 
requirements: 
 

● A point of contact with appropriate backup to ensure single call notification from 
PJM and timely execution of the notification process; 
 

● Supplemental status reports, detailing Demand Resources available, as requested 
by PJM; 

 
● Entry of customer-specific Demand Resource credit information, for planning and 

verification purposes, into the designated PJM electronic system.  
 
● Customer-specific compliance and verification information for each PJM-initiated 

Demand Resource event or Provider initiated test event, as well as aggregated 
Provider load drop data for Provider-initiated events, in accordance with 
established reporting guidelines. 

 
● Load drop estimates for all Demand Resource events and test events, prepared in 

accordance with the PJM Manuals. 
 
 I. The Nominated Value of each Demand Resource shall be determined consistent 
with the process for determination of the capacity obligation for the customer.  
 
The Nominated Value for a Firm Service Level customer will be based on the peak load 
contribution for the customer, as typically determined by the 5CP methodology utilized by the 
electric distribution company to determine ICAP obligation values.  The  Nominated Value  for 
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Annual Demand Resources with a Capacity Performance commitment shall equal the lessor of i) 
total peak load contribution for the customers on the registration minus the nominated summer 
Firm Service Level multiplied by the loss factor and ii) total Winter Peak Load for customers on 
the registration multiplied by Zonal Winter Weather Adjustment Factor minus winter Firm 
Service level and then the result is multiplied by the loss factor. The Nominated Value for 
Limited Demand Resources, Extended Summer Demand Resources, Base Capacity Demand 
Resources, Summer Period Demand Resources, and Annual Demand Resources without a 
Capacity Performance Commitment shall be total peak load contribution for the customers on the 
registration minus the nominated summer Firm Service Level multiplied by the loss factor. 
 
The Nominated Value for a Guaranteed Load Drop customer for Annual Demand Resources 
with a Capacity Performance commitment will be the lessor of the summer and winter 
guaranteed load drop amount, adjusted for system losses, as established by the customer’s 
contract with the Curtailment Service Provider. The Nominated Value for a Guaranteed Load 
Drop customer for Limited Demand Resources, Extended Summer Demand Resources, Base 
Capacity Demand Resources, Summer Period Demand Resources, and Annual Demand 
Resources without a Capacity Performance Commitment will be the summer guaranteed load 
drop amount, adjusted for system losses, as established by the customer’s contract with the 
Curtailment Service Provider. The maximum value nominated for any Demand Resoruce shall 
not exceed the customer’s Peak Load Contribution. 
 
Prior to June 1, 2016, the Nominated Value for a Legacy Direct Load Control program will be 
based on load research and customer subscription.  The maximum value of the program is equal 
to the approved per-participant load reduction multiplied by the number of active participants, 
adjusted for system losses. The per-participant impact is to be estimated at long-term average 
local weather conditions at the time of the summer peak.  
 
Customer-specific Demand Resource information (EDC account number, peak load contribution, 
Winter Peak Loaad, notification period, etc.) will be entered into the designated PJM electronic 
system to establish nominated values.  Additional data may be required, as defined in sections J 
and K and the PJM Manuals. 
 
 J. Nominated Values shall be reviewed based on documentation of customer-
specific data and Demand Resource information, to verify the amount of load management 
available and to set a maximum allowable Nominated Value.  Data is provided by both the zone 
EDC and the Curtailment Service Provider on templates supplied by PJM, and must include the 
EDC meter number or other unique customer identifier, Peak Load Contribution (5CP), Winter 
Peak Load, contract firm service level or guaranteed load drop values, applicable loss factor, 
zone/area location of the load drop, number of active participants, etc.  Such data must be 
uploaded and approved prior to the first day of the Delivery Year for such resource as a Demand 
Resource.  Curtailment Service Providers must provide this information concurrently to host 
EDCs. 
 
For Firm Service Level and Guaranteed Load Drop customers, the 5CP values, for the zone and 
affected customers, will be adjusted to reflect an “unrestricted” peak for a zone, based on 
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information provided by the Curtailment Service Provider.  Load drop levels shall be estimated 
in accordance with guidelines in the PJM Manuals. 
 
Prior to June 1, 2016, for Legacy Direct Load Control programs, the Curtailment Service 
Provider must provide information detailing the number of active participants in each program. 
Other information on approved LDLC programs will be provided by PJM. 
 
 K. Compliance is the process utilized to review Provider performance during PJM-
initiated Demand Resource events and Curtailment Service Provider initiated tests. Compliance 
will be established for each Provider on an event specific basis for the Curtailment Service 
Provider’s Demand Resources dispatched by the Office of the Interconnection during such event. 
PJM will establish and communicate reasonable deadlines for the timely submittal of event data 
to expedite compliance reviews.  Compliance reviews will be completed as soon after the event 
as possible, with the expectation that reviews of a single event will be completed within two 
months of the end of the month in which the event took place.  Curtailment Service Providers are 
responsible for the submittal of compliance information to PJM for each PJM-initiated event and 
Curtailment Service Provider initiated test during the compliance period.   
 
Compliance is measured for Market Participant Bonus Performance, as applicable, and Non-
Performance Charges.  Non-Performance Charges are assessed for the defined obligation period 
of each Demand Resource as defined in Article 1, subject to the following requirements:   
 
Prior to June 1, 2016, compliance for Legacy Direct Load Control programs will consider only 
the transmission of the control signal.  Curtailment Service Providers are required to report the 
time period (during the Demand Resource event) that the control signal was actually sent.   
 
Compliance is checked on an individual customer basis for Firm Service Level, by comparing 
actual load during the event to the firm service level.  Current load for a statistical sample of end-
use customers may be used for compliance for residential non-interval metered registrations in 
accordance with the PJM Manuals and subject to PJM approval. Curtailment Service Providers 
must submit actual customer load levels (for the event period) for the compliance report.  
Compliance for FSL will be based on: 

 
Summer (June through October and the following May of a Delivery Year)- End use 
customer’s current Delivery Year peak load contribution (“PLC”) minus the metered load 
(“Load”) multiplied by the loss factor (“LF”). The calculation is represented by: 

 
(PLC) - (Load *LF) 
 

Winter (November through April of a Delivery Year)– End use customer’s Winter 
Peak Load (“WPL”) multiplied by Zonal Winter Weather Adjustment Factor 
(“ZWWAF”) multiplied by LF, minus the metered load (“Load”) multiplied by the LF.  
The calculation is represented by: 

 
(WPL * ZWWAF * LF) – (Load * LF) 
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Compliance is checked on an individual customer basis for Guaranteed Load Drop.  Current load 
for a statistical sample of end-use customers may be used for compliance for residential non-
interval metered registrations in accordance with the PJM Manuals and subject to PJM approval.  
Guaranteed Load Drop compliance will be based on: 
 

(i) the lesser of (a) comparison load used to best represent what the load would have 
been if PJM did not declare a Load Management Event or the CSP did not initiate 
a test as outlined in the PJM Manuals, minus the Load and then multiplied by the 
LF, or (b) For a summer event, the PLC minus the Load multiplied by the LF.  A 
summer load reduction will only be recognized for capacity compliance if the 
Load multiplied by the LF is less than the PLC. For a non-summer event, the 
WPL multiplied the ZWWAF multiplied by LF,  minus the Load multiplied by 
the LF. A non-summer load reduction will only be recognized for capacity 
compliance if the Load multiplied by the LF is less than the WPL multiplied by 
the ZWWAF multiplied by LF. 

  

(ii) Curtailment Service Providers must submit actual loads and comparison loads for 
all hours during the day of the Load Management Event or the Load Management 
performance test, and for all hours during any other days as required by the Office 
of the Interconnection to calculate the load reduction.  Comparison loads must be 
developed from the guidelines in the PJM Manuals, and note which method was 
employed. 

(iii) Methodologies for establishing comparison load for Guaranteed Load Drop end-
use customers are described in greater detail in Manual M-19, PJM Manual for 
Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines. 

 
Compliance is averaged over the Load Management Event for non-interval metered LDLC 
programs, prior to June 1, 2016.  Compliance is averaged over the Load Management Event for 
Demand Resource without a Capacity Performance commitment or on an hourly basis for 
Demand Resources with a Capacity Performance commitment, for each FSL and GLD customer 
dispatched by the Office of the Interconnection, for at least 30 minutes of the clock hour (i.e., 
“partial dispatch compliance hour”).  The registered capacity commitment for the partial dispatch 
compliance hour will be prorated based on the number of minutes dispatched during the clock 
hour and as defined in the Manuals.  Curtailment Service Provider may submit 1 minute load 
data for use in capacity compliance calculations for partial dispatch compliance hours subject to 
PJM approval and in accordance with the PJM Manuals where: (a) metering meets all Tariff and 
Manual requirements, (b) 1 minute load data shall be submitted to PJM for all locations on the 
registration, and (c) 1 minute load data measures energy consumption over the minute. 
 
For all Delivery Years: 
   
 
Demand Resources may not reduce their load below zero (i.e., export energy into the system). 
No compliance credit will be given for an incremental load drop below zero.  Compliance will be 
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totaled over all FSL and GLD customers and LDLC programs (prior to June 1, 2016) to 
determine a net compliance position for the event for each Provider by Zone, for all Demand 
Resources committed by such Provider and dispatched by the Office of the Interconnection in the 
zone.  Deficiencies shall be as further determined in accordance with section 11 of Schedule DD 
to the PJM Tariff. 
 
 L. Energy Efficiency Resources 
 
  1. An Energy Efficiency Resource is a project, including installation of more 
efficient devices or equipment or implementation of more efficient processes or systems, 
exceeding then-current building codes, appliance standards, or other relevant standards, designed 
to achieve a continuous (during peak summer and winter periods as described herein) reduction 
in electric energy consumption at the End-Use Customer's retail site that is not reflected in the 
peak load forecast prepared for the Delivery Year for which the Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, without any 
requirement of notice, dispatch, or operator intervention. 
 
  2. An Energy Efficiency Resource may be offered as a Capacity Resource in 
the Base Residual or Incremental Auctions for any Delivery Year beginning on or after June 1, 
2011.  No later than 30 days prior to the auction in which the resource is to be offered, the 
Capacity Market Seller shall submit to the Office of the Interconnection a notice of intent to offer 
the resource into such auction and a measurement and verification plan.  The notice of intent 
shall include all pertinent project design data, including but not limited to the peak-load 
contribution of affected customers, a full description of the equipment, device, system or process 
intended to achieve the load reduction, the load reduction pattern, the project location, the project 
development timeline, and any other relevant data. Such notice also shall state the seller’s 
proposed Nominated Energy Efficiency Value.   
 
• For Delivery Years through May 31, 2018 for all Energy Efficiency Resources not 
committed as a Capacity Performance Resource, the seller’s proposed Nominated Energy 
Efficiency Value shall be the expected average load reduction between the hour ending 15:00 
EPT and the hour ending 18:00 EPT during all days from June 1 through August 31, inclusive, of 
such Delivery Year that is not a weekend or federal holiday; 
 
• For the 2018/2019 and 2019/2020 Delivery Years, the seller’s proposed Nominated 
Energy Efficiency Value for any Base Capacity Energy Efficiency Resource shall be the 
expected average load reduction between the hour ending 15:00 EPT and the hour ending 18:00 
EPT during all days from June 1 through August 31, inclusive, of such Delivery Year that is not 
a weekend or federal holiday; and 
 
 
• For the 2018/2019 Delivery Year and subsequent Delivery Years and for any Annual 
Energy Efficiency Resource committed as a Capacity Performance Resource for the 2016/2017 
and 2017/2018 Delivery Years, the seller’s proposed Nominated Energy Efficiency Value for 
any Annual Energy Efficiency Resources, shall be the expected average load reduction, for all 
days from June 1 through August 31, inclusive, of such Delivery Year that is not a weekend or 
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federal holiday, between the hour ending 15:00 EPT and the hour ending 18:00 EPT.  In 
addition, the expected average load reduction for all days from January 1 through February 28, 
inclusive, of such Delivery Year that is not a weekend or federal holiday, between the hour 
ending 8:00 EPT and the hour ending 9:00 EPT and between the hour ending 19:00 EPT and the 
hour ending 20:00 EPT shall not be less than the Nominated Energy Efficiency Value; and 
 
• For the 2020/2021 Delivery Year and subsequent Delivery Years, the seller’s proposed 
Nominated Energy Efficiency Value for any Summer-Period Energy Efficiency Resource shall 
be the expected average load reduction between the hour ending 15:00 EPT and the hour ending 
18:00 EPT during all days from June 1 through August 31, inclusive, of such Delivery Year that 
is not a weekend or federal holiday. 
 
The measurement and verification plan shall describe the methods and procedures, consistent 
with the PJM Manuals, for determining the amount of the load reduction and confirming that 
such reduction is achieved.  The Office of the Interconnection shall determine, upon review of 
such notice, the Nominated Energy Efficiency Value that may be offered in the Reliability 
Pricing Model Auction. 
 
  3.  An Energy Efficiency Resource may be offered with a price offer or as 
Self-Supply.  If an Energy Efficiency Resource clears the auction, it shall receive the applicable 
Capacity Resource Clearing Price, subject to section 5 below.  A Capacity Market Seller offering 
an Energy Efficiency Resource must comply with all applicable credit requirements as set forth 
in Attachment Q to the PJM Tariff.  For Delivery Years through May 31, 2018, or for FRR 
Capacity Plans for Delivery Years through May 31, 2019, the Unforced Capacity value of an 
Energy Efficiency Resource offered into an RPM Auction shall be the Nominated Energy 
Efficiency value times the DR Factor and the Forecast Pool Requirement.  For the 2018/2019 
Delivery Year and subsequent Delivery Years, or for FRR Capacity Plans for the 2019/2020 
Delivery Year and subsequent Delivery Years, the Unforced Capacity value of an Energy 
Efficiency Resource offered into an RPM Auction shall be the Nominated Energy Efficiency 
Value times the Forecast Pool Requirement. 
 
  4. An Energy Efficiency Resource that clears an auction for a Delivery Year 
may be offered in auctions for up to three additional consecutive Delivery Years, but shall not be 
assured of clearing in any such auction; provided, however, an Energy Efficiency Resource may 
not be offered for any Delivery Year in which any part of the peak season is beyond the expected 
life of the equipment, device, system, or process providing the expected load reduction; and 
provided further that a Capacity Market Seller that offers and clears an Energy Efficiency 
Resource in a BRA may elect a New Entry Price Adjustment on the same terms as set forth in 
section 5.14(c) of this Attachment DD. 
 
  5. For every Energy Efficiency Resource clearing an RPM Auction for a 
Delivery Year, the Capacity Market Seller shall submit to the Office of the Interconnection, by 
no later than 30 days prior to each Auction an updated project status and measurement and 
verification plan subject to the criteria set forth in the PJM Manuals.    
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  6. For every Energy Efficiency Resource clearing an RPM Auction for a 
Delivery Year, the Capacity Market Seller shall submit to the Office of the Interconnection, by 
no later than the start of such Delivery Year, an updated project status and detailed measurement 
and verification data meeting the standards for precision and accuracy set forth in the PJM 
Manuals.  The final value of the Energy Efficiency Resource during such Delivery Year shall be 
as determined by the Office of the Interconnection based on the submitted data.   
 
  7. The Office of the Interconnection may audit, at the Capacity Market 
Seller’s expense, any Energy Efficiency Resource committed to the PJM Region. The audit may 
be conducted any time including the Performance Hours of the Delivery Year. 
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6.0 Schedule Of Work. 
 
6.1 Standard Option.   
 
The Transmission Owner shall use Reasonable Efforts to design, engineer, procure, construct 
and install the Direct Assignment Facilities or Customer-Funded Upgrades, identified in 
Appendix I to this Upgrade CSA, in accordance with the Schedule and Scope of Work. 
 
 6.1.1 Negotiated Contract Option. 
 
As an alternative to the Standard Option set forth in Section 6.1 of this Appendix III, the 
Transmission Owner and the New Service Customer may mutually agree to a Negotiated 
Contract Option for the Transmission Owner’s design, procurement, construction and installation 
of the Customer-Funded Upgrades. Under the Negotiated Contract Option, the Upgrade 
Customer and the Transmission Owner may agree to terms different from those included in the 
Standard Option of Section 6.1 above and the corresponding standard terms set forth in the 
applicable provisions of Part VI of the Tariff and this Appendix III. Under the Negotiated 
Contract Option, negotiated terms may include the work schedule applicable to the Transmission 
Owner’s construction activities and changes to same; payment provisions, including the schedule 
of payments; incentives, penalties and/or liquidated damages related to timely completion of 
construction; use of third party contractors; and responsibility for Costs, but only as between the 
Upgrade Customer and the Transmission Owner that are parties to this Upgrade CSA; no other 
New Service Customer’s responsibility for Costs may be affected (Section 217 of the Tariff). No 
other terms of the Tariff or this Appendix III shall be subject to modification under the 
Negotiated Contract Option. The terms and conditions of the Tariff that may be negotiated 
pursuant to the Negotiated Contract Option shall not be affected by use of the Negotiated 
Contract Option except as and to the extent that they are modified by the parties’ agreement 
pursuant to such option. All terms agreed upon pursuant to the Negotiated Contract Option shall 
be stated in full in an appendix to this Upgrade CSA.  
 
6.2 Option to Build. 
 
 6.2.1 Option.   
  
In the event that the New Service Customer and the affected Transmission Owner are unable to 
agree on terms for the construction of facilities required to accommodate the customer’s New 
Service Request by such date as is reasonable in the light of the schedule for construction of such 
facilities, as set forth in the Facilities Study, or if mutually agreed by the New Service Customer 
and the affected Transmission Owner, the New Service Customer shall have the right, but not the 
obligation (“Option to Build”), to design, procure, construct and install all or any portion of the 
Direct Assignment Facilities and/or Customer-Funded Upgrades.  In order to exercise this 
Option to Build, the New Service Customer must provide Transmission Provider and the 
Transmission Owner with written notice of its election to exercise the option and indicate its 
election to exercise the option in this Upgrade CSA. 
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6.2.2 General Conditions Applicable to Option.   
 
In addition to the other terms and conditions applicable to the construction of facilities under this 
Appendix III, the Option to Build is subject to the following conditions: 

 
(a) The New Service Customer must obtain or arrange to obtain all necessary permits 

and authorizations for the construction and installation of the Direct Assignment Facilities or 
Customer-Funded Upgrades that it is building, provided, however, that when the Transmission 
Owner’s assistance is required, the Transmission Owner shall assist the New Service Customer 
in obtaining such necessary permits or authorizations with efforts similar in nature and extent to 
those that the Transmission Owner typically undertakes in acquiring permits and authorizations 
for construction of facilities on its own behalf; 

 
(b) The New Service Customer must obtain all necessary land rights for the 

construction and installation of the Direct Assignment Facilities or Customer-Funded Upgrades 
that it is building, provided, however, that upon New Service Customer’s reasonable request, the 
Transmission Owner shall assist the New Service Customer in acquiring such land rights with 
efforts similar in nature and extent to those that the Transmission Owner typically undertakes in 
acquiring land rights for construction of facilities on its own behalf;  

 
(c) Notwithstanding anything stated herein, each Transmission Owner shall have the 

exclusive right and obligation to perform the line attachments (tie-in work), and to calibrate 
remote terminal units and relay settings, required for the interconnection to such Transmission 
Owner’s existing facilities of any Direct Assignment Facilities or Customer-Funded Upgrades 
that the New Service Customer builds; and 

 
(d) The Direct Assignment Facilities or Customer-Funded Upgrades built by the New 

Service Customer shall be successfully inspected, tested and energized pursuant to Sections 19 
and 20 of this Appendix III. 
 
 6.2.3  Additional Conditions Regarding Network Facilities.   
 
To the extent that the New Service Customer utilizes the Option to Build for design, 
procurement, construction and/or installation of (a) any Merchant Network Upgrades, (b) Local 
Upgrades or Network Upgrades to Transmission System facilities that are in existence or under 
construction by or on behalf of the Transmission Owner on the date that the New Service 
Customer solicits bids under Section 6.2.7 below, or (c) Direct Assignment Facilities or 
Customer-Funded Upgrades that are to be located on land or in right-of-way owned or controlled 
by the Transmission Owner, and in addition to the other terms and conditions applicable to the 
design, procurement, construction and/or installation of facilities under this Appendix III, all 
work shall comply with the following further conditions: 
 

(i) All work performed by or on behalf of the New Service Customer shall be 
conducted by contractors, and using equipment manufacturers or vendors, that are listed on the 
Transmission Owner’s List of Approved Contractors; 
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(ii) The Transmission Owner shall have full site control of, and reasonable access to, 
its property at all times for purposes of tagging or operation, maintenance, repair or construction 
of modifications to, its existing facilities and/or for performing all tie-ins of Direct Assignment 
Facilities or Customer-Funded Upgrades built by or for the New Service Customer; and for 
acceptance testing of any equipment that will be owned and/or operated by the Transmission 
Owner; 

 
(iii) The Transmission Owner shall have the right to have a reasonable number of 

appropriate representatives present for all work done on its property/facilities or regarding the 
Direct Assignment Facilities or Customer-Funded Upgrades, and the right to stop, or to order 
corrective measures with respect to, any such work that reasonably could be expected to have an 
adverse effect on reliability, safety or security of persons or of property of the Transmission 
Owner or any portion of the Transmission System, provided that, unless circumstances do not 
reasonably permit such consultations, the Transmission Owner shall consult with the New 
Service Customer and with Transmission Provider before directing that work be stopped or 
ordering any corrective measures; 

 
(iv) The New Service Customer and its contractors, employees and agents shall 

comply with the Transmission Owner’s safety, security and work rules, environmental guidelines 
and training requirements applicable to the area(s) where construction activity is occurring and 
shall provide all reasonably required documentation to the Transmission Owner, provided that 
the Transmission Owner previously has provided its safety, security and work rules and training 
requirements applicable to work on its facilities to Transmission Provider and the New Service 
Customer within 20 bBusiness dDays after a request therefore made by New Service Customer 
following its receipt of the Facilities Study; 

 
(v) The New Service Customer shall be responsible for controlling the performance 

of its contractors, employees and agents; and  
 
(vi) All activities performed by or on behalf of the New Service Customer pursuant to 

its exercise of the Option to Build shall be subject to compliance with Applicable Laws and 
Regulations, including those governing union staffing and bargaining unit obligations, and 
Applicable Standards. 
 
 6.2.4 Administration of Conditions.   
 
To the extent that a Transmission Owner exercises any discretion in the application of any of the 
conditions stated in Sections 6.2.2 and 6.2.3 of this Appendix III, it shall apply each such 
condition in a manner that is reasonable and not unduly discriminatory and it shall not 
unreasonably withhold, condition, or delay any approval or authorization that the New Service 
Customer may require for the purpose of complying with any of those conditions. 
 
 6.2.5  Approved Contractors. 
 

(a) Each Transmission Owner shall develop and shall provide to Transmission 
Provider a List of Approved Contractors. Each Transmission Owner shall include on its List of 
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Approved Contractors no fewer than three contractors and no fewer than three manufacturers or 
vendors of major transmission-related equipment, unless a Transmission Owner demonstrates to 
Transmission Provider’s reasonable satisfaction that it is feasible only to include a lesser number 
of construction contractors, or manufacturers or vendors, on its List of Approved Contractors. 
Transmission Provider shall publish each Transmission Owner’s List of Approved Contractors in 
a PJM Manual and shall make such manual available on its internet website. 

 
(b) Upon request of a New Service Customer, a Transmission Owner shall add to its 

List of Approved Contractors (1) any design or construction contractor regarding which the New 
Service Customer provides such information as the Transmission Owner may reasonably require 
which demonstrates to the Transmission Owner’s reasonable satisfaction that the candidate 
contractor is qualified to design, or to install and/or construct new facilities or upgrades or 
modifications to existing facilities on the Transmission Owner’s system, or (2) any manufacturer 
or vendor of major transmission-related equipment (e.g., high-voltage transformers, transmission 
line, circuit breakers) regarding which the New Service Customer provides such information as 
the Transmission Owner may reasonably require which demonstrates to the Transmission 
Owner’s reasonable satisfaction that the candidate entity’s major transmission-related equipment 
is acceptable for installation and use on the Transmission Owner’s system. No Transmission 
Owner shall unreasonably withhold, condition, or delay its acceptance of a contractor, 
manufacturer, or vendor proposed for addition to its List of Approved Contractors. 
 
 6.2.6 Construction by Multiple New Service Customers:  
 
In the event that there are multiple New Service Customers that wish to exercise an Option to 
Build with respect to facilities of the types described in Section 6.2.3 to this Appendix III, the 
Transmission Provider shall determine how to allocate the construction responsibility among 
them unless they reach agreement among themselves on how to proceed. 
 
 6.2.7 Option Procedures  
 

(a) Within 10 days after notifying Transmission Provider and the  Transmission 
Owner of its election to exercise the Option to Build, New Service Customer shall solicit bids 
from one or more Approved Contractors named on the Transmission Owner’s List of Approved 
Contractors to procure equipment for, and/or to design, construct and/or install, the Direct 
Assignment Facilities or Customer-Funded Upgrades that the New Service Customer seeks to 
build under the Option to Build on terms (i) that will meet the New Service Customer’s proposed 
schedule; (ii) that, if the New Service Customer seeks to have an Approved Contractor construct 
or install Direct Assignment Facilities or Customer-Funded Upgrades, will satisfy all of the 
conditions on construction specified in Sections 6.2..2 and 6.2.3 of this Appendix III; and (iii) 
that will satisfy the obligations of a Constructing Entity (other than those relating to 
responsibility for the costs of facilities) under this Upgrade CSA.   

 
(b) Any additional costs arising from the bidding process or from the final bid of the 

successful Approved Contractor shall be the sole responsibility of the New Service Customer.   
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(c) Upon receipt of a qualifying bid acceptable to it, the New Service Customer shall 
contract with the Approved Contractor that submitted the qualifying bid.  Such contract shall 
meet the standards stated in paragraph (a) of this section. 

 
(d) In the absence of a qualifying bid acceptable to the New Service Customer in 

response to its solicitation, the Transmission Owner(s) shall be responsible for the design, 
procurement, construction and installation of the Direct Assignment Facilities or Customer-
Funded Upgrades in accordance with the Standard Option described in Section 6.2.1 of this 
Appendix III. 
 
 6.2.8 New Service Customer Drawings.   
 
New Service Customer shall submit to the Transmission Owner and Transmission Provider 
initial drawings, certified by a professional engineer, of the Direct Assignment Facilities or 
Customer-Funded Upgrades that New Service Customer arranges to build under the Option to 
Build. The Transmission Owner and Transmission Provider shall review the drawings to assess 
the consistency of New Service Customer’s design of the pertinent Direct Assignment Facilities 
or Customer-Funded Upgrades with Applicable Standards and the Facilities Study. After 
consulting with the Transmission Owner, Transmission Provider shall provide comments on such 
drawings to New Service Customer within sixty days after its receipt thereof, after which time 
any drawings not subject to comment shall be deemed to be approved.  All drawings provided 
hereunder shall be deemed to be Confidential Information. 
 
 6.2.9 Effect of Review.   
 
Transmission Owner's and Transmission Provider’s reviews of New Service Customer's initial 
drawings of the Direct Assignment Facilities and/or Customer-Funded Upgrades that the New 
Service Customer is building shall not be construed as confirming, endorsing or providing a 
warranty as to the fitness, safety, durability or reliability of such facilities or the design thereof.  
At its sole cost and expense, New Service Customer shall make such changes to the design of the 
pertinent Direct Assignment Facilities and/or Customer-Funded Upgrades as may reasonably be 
required by Transmission Provider, in consultation with the Transmission Owner, to ensure that 
the Direct Assignment Facilities or Customer-Funded Upgrades that New Service Customer is 
building meet Applicable Standards and conform with the Facilities Study. 
 
6.3 Revisions to Schedule and Scope of Work.   
 
The Schedule and Scope of Work shall be revised as required in accordance with Transmission 
Provider’s scope change process for projects set forth in the PJM Manuals, or otherwise by 
mutual agreement of the Transmission Provider and Transmission Owner, which agreement shall 
not be unreasonably withheld, conditioned or delayed. 
 
6.4 Suspension.   
 
The following provision applies to New Service Requests which have entered the New Services 
Queue prior to February 1, 2011:  
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New Service Customer shall have the right, upon written notice to Transmission Provider and 
Transmission Owner, to suspend at any time all work by the Transmission Owner associated 
with the construction and installation of the Direct Assignment Facilities and/or Customer-
Funded Upgrades, identified in Appendix I to this Upgrade CSA, required under this Upgrade 
CSA, with the condition that, notwithstanding such suspension, the Transmission System shall 
be left in a safe and reliable condition in accordance with Good Utility Practice and 
Transmission Provider’s safety and reliability criteria. This suspension right permits the New 
Service Customer to request one or more suspensions of work for a cumulative period of up to 
three years for each request. New Service Customer’s notice of suspension shall include an 
estimated duration of the suspension and other information related to the suspension. 
 
The following provision applies to New Service Requests which have entered the New Services 
Queue on or after February 1, 2011:  
 
New Service Customer shall have the right, upon written notice to Transmission Provider and 
Transmission Owner, to suspend at any time all work by the Transmission Owner associated 
with the construction and installation of the Direct Assignment Facilities and/or Customer-
Funded Upgrades, identified in Appendix I to this Upgrade CSA, required under this Upgrade 
CSA, with the condition that, notwithstanding such suspension, the Transmission System shall 
be left in a safe and reliable condition in accordance with Good Utility Practice and 
Transmission Provider’s safety and reliability criteria. This suspension right permits the New 
Service Customer to request one or more suspensions of work for a cumulative period of up to (i) 
three years for a request for which the Transmission Provider determines that such suspension 
would not be deemed a Material Modification, or (ii) one year for a request for which the 
Transmission Provider determines that such suspension would be deemed a Material 
Modification.  New Service Customer’s notice of suspension shall include an estimated duration 
of the suspension and other information related to the suspension. 
 
 6.4.1 Costs.   
 
In the event of a suspension under this section, New Service Customer shall be responsible for 
all reasonable and necessary Cancellation Costs which the Transmission Owner or Transmission 
Provider:  (i) has incurred pursuant to this Upgrade CSA prior to the suspension; and (ii) incurs 
in suspending such work, including any costs incurred to perform such work as may be necessary 
to ensure the safety of persons and property and the integrity of the Transmission System during 
such suspension and, if applicable, any costs incurred in connection with the cancellation or 
suspension of material, equipment and/or labor contracts which Transmission Owner or 
Transmission Provider cannot reasonably avoid; provided, however, that prior to canceling or 
suspending any such material, equipment or labor contract, the Transmission Owner or 
Transmission Provider, as the case may be, shall obtain New Service Customer’s authorization to 
do so.  Upon the request of the New Service Customer, the Transmission Owner shall provide an 
estimate of the Cancellation Costs.  Transmission Provider shall invoice New Service Customer 
for Cancellation Costs for which the customer is liable under this section.  Transmission Owner 
and Transmission Provider shall use due diligence to minimize Cancellation Costs in the event of 
a suspension of work. 
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 6.4.2 Duration of Suspension.   
 
If the Transmission Owner suspends work on the Direct Assignment Facilities and/or Customer-
Funded Upgrades required under this Upgrade CSA pursuant to this Section 6.4.2, and the New 
Service Customer has not requested Transmission Provider and the Transmission Owner to 
recommence the work required under the applicable agreement(s) on or before the expiration of 
the time period allowed under this Section 6.4 following commencement of such suspension, 
then this Upgrade CSA shall terminate.  The suspension time period shall begin on the date of 
the New Service Customer’s written notice of suspension to Transmission Provider and 
Transmission Owner. 
 



 
 
 
 
 
 

Section(s) of the  
PJM Operating Agreement  

 
(Marked / Redline Format) 
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1. DEFINITIONS 
 
Unless the context otherwise specifies or requires, capitalized terms used in this Agreement shall 
have the respective meanings assigned herein or in the Schedules hereto, or in the PJM Tariff or 
RAA if not otherwise defined in this Agreement, for all purposes of this Agreement (such 
definitions to be equally applicable to both the singular and the plural forms of the terms 
defined).  Unless otherwise specified, all references herein to Sections, Schedules, Exhibits or 
Appendices are to Sections, Schedules, Exhibits or Appendices of this Agreement.  As used in 
this Agreement: 
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Definitions C - D 
 
Capacity Resource: 
 
“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Catastrophic Force Majeure: 
 
“Catastrophic Force Majeure” shall not include any act of God, labor disturbance, act of the 
public enemy, war, insurrection, riot, fire, storm or flood, explosion, or Curtailment, order, 
regulation or restriction imposed by governmental, military or lawfully established civilian 
authorities, unless as a consequence of any such action, event, or combination of events, either 
(i) all, or substantially all, of the Transmission System is unavailable, or (ii) all, or substantially 
all, of the interstate natural gas pipeline network, interstate rail, interstate highway or federal 
waterway transportation network serving the PJM Region is unavailable.  The Office of the 
Interconnection shall determine whether an event of Catastrophic Force Majeure has occurred for 
purposes of this Agreement, the PJM Tariff, and the Reliability Assurance Agreement, based on 
an examination of available evidence.  The Office of the Interconnection’s determination is 
subject to review by the Commission. 
 
Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc. 
 
Cold/Warm/Hot Start-up Time: 
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 
engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup. 
 
Cold Weather Alert: 
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“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions. 
 
Compliance Monitoring and Enforcement Program:  
 
“Compliance Monitoring and Enforcement Program” shall mean the program to be used by the 
NERC and the Regional Entities to monitor, assess and enforce compliance with the NERC 
Reliability Standards.  As part of a Compliance Monitoring and Enforcement Program, NERC 
and the Regional Entities may, among other things, conduct investigations, determine fault and 
assess monetary penalties. 
 
Congestion Price: 
 
“Congestion Price” shall mean the congestion component of the 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 Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Consolidated Transmission Owners Agreement: 
 
“Consolidated Transmission Owners Agreement” shall mean the agreement dated as of 
December 15, 2005, by and among the Transmission Owners and by and between the 
Transmission Owners and PJM Interconnection, L.L.C. 
 
Control Area: 
 
“Control Area” shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common automatic generation 
control scheme is applied in order to: 
 
(a) match the power output of the generators within the electric power system(s) and energy 
purchased from entities outside the electric power system(s), with the load within the electric 
power system(s); 
 
(b) maintain scheduled interchange with other Control Areas, within the limits of Good 
Utility Practice; 
 
(c) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and each Applicable Regional 
Entity;  
 
(d) maintain power flows on transmission facilities within appropriate limits to preserve 
reliability; and 
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(e) provide sufficient generating capacity to maintain operating reserves in accordance with 
Good Utility Practice. 
 
Control Zone: 
 
“Control Zone” shall mean one Zone or multiple contiguous Zones, as designated in the PJM 
Manuals. 
 
Coordinated External Transaction: 
 
“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13 and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Coordinated Transaction Scheduling: 
 
“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Counterparty: 
“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right and not 
as an agent, to an agreement or transaction with Market Participants or other entities, including the 
agreements and transactions with customers regarding transmission service and other transactions 
under the PJM Tariff and this Operating Agreement.  PJMSettlement shall not be a counterparty to (i) 
any bilateral transactions between Members, or (ii) any Member’s self-supply of energy to serve its 
load, or (iii) any Member’s self-schedule of energy reported to the extent that energy serves that 
Member’s own load.   

 
Credit Breach: 
 
“Credit Breach” is the status of a Participant that does not currently meet the requirements of 
Tariff, Attachment Q or other provisions of the Agreements. 
 
CTS Enabled Interface: 
 
“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”), designated in Schedule A to the Joint Operating Agreement 
Among and Between New York Independent System Operator Inc. and PJM Interconnection, 
L.L.C. (PJM Rate Schedule FERC No. 45). 
 
CTS Interface Bid: 
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“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
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, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand. 
 
Day-ahead Congestion Price: 
 
“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market. 
 
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 
Operating Agreement, Schedule 1, section 1.10, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Loss Price: 
 
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 
 
Day-ahead Prices: 
 
“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market. 
 
Day-ahead Scheduling Reserves: 
 
“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the 
ReliabilityFirst Corporation and SERC. 
 
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 
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Operating Agreement, Schedule 1, section 1.10, and the parallel provisions of Tariff, Attachment 
K-Appendix. 
 
Day-ahead Scheduling Reserves Requirement: 
 
“Day-ahead Scheduling Reserves Requirement” shall mean the sum of Base Day-ahead 
Scheduling Reserves Requirement and Additional Day-ahead Scheduling Reserves Requirement. 
 
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. 
 
Day-ahead System Energy Price: 
 
“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market. 
 
Decrement Bid: 
 
“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market. 
 
Default Allocation Assessment: 
 
“Default Allocation Assessment” shall mean the assessment determined pursuant to Operating 
Agreement, section 15.2.2. 
 
Demand Bid: 
 
“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.   
 
Demand Bid Limit: 
 
“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-
Appendix.    
 
Demand Bid Screening: 
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“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit,  and rejected if they would exceed that limit, as determined 
pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix. 
 
Demand Resource: 
 
“Demand Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Designated Entity: 
 
“Designated Entity” shall mean an entity, including an existing Transmission Owner or 
Nonincumbent Developer, designated by the Office of the Interconnection with the responsibility 
to construct, own, operate, maintain, and finance Immediate-need Reliability Projects, Short-term 
Projects, Long-lead Projects, or Economic-based Enhancements or Expansions pursuant to 
Operating Agreement, Schedule 6, section 1.5.8. 

Direct Load Control: 
 
“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions.  
 
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. 
 
Dynamic Schedule: 
 
“Dynamic Schedule” shall have the same meaning set forth in the NERC Glossary of Terms 
Used in NERC Reliability Standards. 
 
Dynamic Transfer: 
 
“Dynamic Transfer” shall mean a Pseudo-Tie or Dynamic Schedule. 
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Definitions E - F 
 
Economic-based Enhancement or Expansion: 
 
“Economic-based Enhancement or Expansion” shall mean an enhancement or expansion 
described in Section 1.5.7(b) (i) – (iii) of Schedule 6 of the Operating Agreement that is designed 
to relieve transmission constraints that have an economic impact. 
 
Economic Load Response Participant: 
 
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies 
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff, 
Attachment K-Appendix to participate in the PJM Interchange Energy Market and/or Ancillary 
Services markets through reductions in demand. 
 
Economic Maximum: 
 
“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM 
market systems by a Market Participant, that a unit can achieve while following economic 
dispatch. 
 
Economic Minimum: 
 
“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM 
market systems by a Market Participant, that a unit can achieve while following economic 
dispatch. 
 
Effective Date: 
 
“Effective Date” shall mean August 1, 1997, or such later date that FERC permits the Operating 
Agreement to go into effect. 
 
Effective FTR Holder: 
 
“Effective FTR Holder” shall mean: 
 

(i) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or 
electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with 
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common 
ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or 
indirectly, the management or policies of the FTR Holder; or  

 
(ii) For an FTR Holder that is a publicly traded company including a wholly owned 
subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate, 
subsidiary or parent of the FTR Holder, any other PJM Member has over 10% common 
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ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to 
influence, directly or indirectly, the management or policies of the FTR Holder; or  

 
(iii)  an FTR Holder together with any other PJM Member, including also any Affiliate, 
subsidiary or parent of such other PJM Member, with which it shares common ownership, 
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a 
joint venture). 

 
Electric Distributor: 
 
“Electric Distributor” shall mean a Member that:  1) owns or leases with rights equivalent to 
ownership electric distribution facilities that are used to provide electric distribution service to 
electric load within the PJM Region; or 2) is a generation and transmission cooperative or a joint 
municipal agency that has a member that owns electric distribution facilities used to provide 
electric distribution service to electric load within the PJM Region. 
 
Emergency: 
 
“Emergency” shall mean:  (i) an abnormal system condition requiring manual or automatic 
action to maintain system frequency, or to prevent loss of firm load, equipment damage, or 
tripping of system elements that could adversely affect the reliability of an electric system or the 
safety of persons or property; or (ii) a fuel shortage requiring departure from normal operating 
procedures in order to minimize the use of such scarce fuel; or (iii) a condition that requires 
implementation of emergency procedures as defined in the PJM Manuals. 
 
Emergency Load Response Program: 

“Emergency Load Response Program” shall mean the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during emergency conditions, and is described in Operating Agreement, 
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix.  

 
End-Use Customer: 
 
“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PJM 
Region.  A Member that is a retail end-user that owns generation may qualify as an End-Use 
customer if:  (1) the average physical unforced capacity owned by the Member and its affiliates 
in the PJM region over the five Planning Periods immediately preceding the relevant Planning 
Period does not exceed the average PJM capacity obligation for the Member and its affiliates 
over the same time period; or (2) the average energy produced by the Member and its affiliates 
within the PJM region over the five Planning Periods immediately preceding the relevant 
Planning Period does not exceed the average energy consumed by that Member and its affiliates 
within the PJM region over the same time period.  The foregoing notwithstanding, taking retail 
service may not be sufficient to qualify a Member as an End-Use Customer. 
 
Energy Market Opportunity Cost: 
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“Energy Market Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of available run hours 
due to limitations imposed on the unit by Applicable Laws and Regulations (as defined in PJM 
Tariff), and (b) the forecasted future hourly Locational Marginal Price at which the generating 
unit could run while not violating such limitations.  Energy Market Opportunity Cost therefore is 
the value associated with a specific generating unit’s lost opportunity to produce energy during a 
higher valued period of time occurring within the same compliance period, which compliance 
period is determined by the applicable regulatory authority and is reflected in the rules set forth 
in PJM Manual 15.  Energy Market Opportunity Costs shall be limited to those resources which 
are specifically delineated in Schedule 2 of the Operating Agreement. 
 
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 
Ancillary Services markets as a Market Seller. 
 
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. 
 
Extended Primary Reserve Requirement: 
 
“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a 
Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under emergency 
conditions necessary to address operational uncertainty.  The Extended Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals.  
 
Extended Synchronized Reserve Requirement: 
 
“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve 
Requirement in a Reserve Zone or Reserve Sub-zone, plus additional reserves scheduled under 
emergency conditions necessary to address operational uncertainty. The Extended Synchronized 
Reserve Requirement is calculated in accordance with the PJM Manuals. 
 
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. 
 
External Resource: 
 
“External Resource” shall mean a generation resource located outside the metered boundaries of 
the PJM Region. 
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FERC: 
 
“FERC” shall mean the Federal Energy Regulatory Commission or any successor federal 
agency, commission or department exercising jurisdiction over the Operating Agreement. 
 
Finance Committee: 
 
“Finance Committee” shall mean the body formed pursuant to Operating Agreement, section 
7.5.1. 
 
Financial Transmission Right: 
 
“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2, and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Obligation: 
 
“Financial Transmission Right Obligation” shall mean a right to receive Transmission 
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the 
parallel provisions of Tariff, Attachment K-Appendix. 
 
Financial Transmission Right Option: 
 
“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion 
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel 
provisions of Tariff, Attachment K-Appendix. 
 
Form 715 Planning Criteria: 
 
“Form 715 Planning Criteria” shall mean individual Transmission Owner FERC-filed planning 
criteria as described in Operating Agreement, Schedule 6, section 1.2(e) and filed with FERC 
Form No. 715 and posted on the PJM website. 
 
FTR Holder: 
 
“FTR Holder” shall mean the PJM Member that has acquired and possesses an FTR. 
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Definitions M - N 
 
Maintenance Adder:   
 
“Maintenance Adder” shall mean an adder that may be included to account for variable operation 
and maintenance expenses in a Market Seller’s Fuel Cost Policy.  The Maintenance Adder is 
calculated in accordance with the applicable provisions of PJM Manual 15, and may only include 
expenses incurred as a result of electric production. 
 
Market Buyer:  
 
“Market Buyer” shall mean a Member that has met reasonable creditworthiness standards 
established by the Office of the Interconnection and that is otherwise able to make purchases in 
the PJM Interchange Energy Market. 
 
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. 
 
Market Participant: 
 
“Market Participant” shall mean a Market Buyer, a Market Seller, an Economic Load Response 
Participant, or all three, except when such term is used in Attachment M of the Tariff, in which 
case Market Participant shall mean an entity that generates, transmits, distributes, purchases, or 
sells electricity, ancillary services, or any other products or service provided under the PJM 
Tariff or Operating Agreement within, into, out of, or through the PJM Region, but it shall not 
include an Authorized Government Agency that consumes energy for its own use but does not 
purchase or sell energy at wholesale. 
 
Market Seller: 
 
“Market Seller” shall mean a Member that has met reasonable creditworthiness standards 
established by the Office of the Interconnection and that is otherwise able to make sales in the 
PJM Interchange Energy Market. 
 
Maximum Emergency: 
 
“Maximum Emergency” shall mean the designation of all 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. 
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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. 
 
Maximum Daily Starts: 
 
“Maximum Daily Starts” shall mean the maximum number of times that a generating unit can be 
started in an Operating Day under normal operating conditions. 
 
Maximum Generation Emergency Alert:  
 
“Maximum Generation Emergency Alert” shall mean an alert issued by the Office of the 
Interconnection to notify PJM Members, Transmission Owners, resource owners and operators, 
customers, and regulators that a Maximum Generation Emergency may be declared, for any 
Operating Day in either, as applicable, the Day-ahead Energy Market or the Real-time Energy 
Market, for all or any part of such Operating Day. 
 
Maximum Run Time: 
 
“Maximum Run Time” shall mean the maximum number of hours a generating unit can run over 
the course of an Operating Day, as measured by PJM’s State Estimator. 
 
Maximum Weekly Starts: 
 
“Maximum Weekly Starts” shall mean the maximum number of times that a generating unit can 
be started in one week, defined as the 168 hour period starting Monday 0001 hour, under normal 
operating conditions. 
 
Member: 
 
“Member” shall mean an entity that satisfies the requirements of Operating Agreement, section 
11.6 and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) has 
executed an Additional Member Agreement in the form set forth in Schedule 4 hereof. 
 
Members Committee: 
 
“Members Committee” shall mean the committee specified in Operating Agreement, section 8, 
composed of representatives of all the Members. 
 
Minimum Generation Emergency:  
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“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. 
 
Minimum Down Time: 
 
For all generating units that are not combined cycle units, “Minimum Down Time” shall mean 
the minimum number of hours under normal operating conditions between unit shutdown and 
unit startup, calculated as the shortest time difference between the unit’s generator breaker 
opening and after the unit’s generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For combined cycle 
units, “Minimum Down Time” shall mean the minimum number of hours between the last 
generator breaker opening and after first combustion turbine generator breaker closure, which is 
typically indicated by telemetered or aggregated State Estimator megawatts greater than zero. 
 
Minimum Run Time: 
 
For all generating units that are not combined cycle units, “Minimum Run Time” shall mean the 
minimum number of hours a unit must run, in real-time operations, from the time after generator 
breaker closure, which is typically indicated by telemetered or aggregated State Estimator 
megawatts greater than zero, to the time of generator breaker opening, as measured by PJM's 
State Estimator. For combined cycle units, “Minimum Run Time” shall mean the time period 
after the first combustion turbine generator breaker closure, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero, and the last generator 
breaker opening as measured by PJM’s State Estimator. 
 
MISO: 
 
“MISO” shall mean the Midcontinent Independent System Operator, Inc. or any successor 
thereto. 
 
Multi-Driver Project: 
 
“Multi-Driver Project” shall mean a transmission enhancement or expansion that addresses more 
than one of the following:  reliability violations, economic constraints or State Agreement 
Approach initiatives. 
 
NERC: 
 
“NERC” shall mean the North American Electric Reliability Corporation, or any successor 
thereto. 
 
NERC Functional Model: 
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“NERC Functional Model” shall be the set of functions that must be performed to ensure the 
reliability of the electric bulk power system.  The NERC Reliability Standards establish the 
requirements of the responsible entities that perform the functions defined in the Functional 
Model.   
 
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. 
 
NERC Reliability Standards: 
 
“NERC Reliability Standards” shall mean those standards that have been developed by NERC 
and approved by FERC to ensure the reliability of the electric bulk power system. 
 
NERC Rules of Procedure:“NERC Rules of Procedure” shall be the rules and procedures 
developed by NERC and approved by the FERC.  These rules include the process by which a 
responsible entity, who is to perform a set of functions to ensure the reliability of the electric 
bulk power system, must register as the Registered Entity. 
 
Net Benefits Test: 
 
“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in 
price resulting from the dispatch of Economic Load Response exceeds the cost to other loads 
resulting from the billing unit effects of the load reduction, as specified in Operating Agreement, 
Schedule 1, section 3.3A.4.  
 
Network Resource: 
 
“Network Resource” shall have the meaning specified in the PJM Tariff. 
 
Network Service User: 
 
“Network Service User” shall mean an entity using Network Transmission Service. 
 
Network Transmission Service:  
 
“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III, or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner. 
 
New York ISO or NYISO: 
 
“New York ISO” or “NYISO” shall mean the New York Independent System Operator, Inc. or 
any successor thereto. 
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No-load Cost:  
 
“No-load Cost” shall mean the hourly cost required to create the starting point of a 
monotonically increasing incremental offer curve for a generating unit. 
 
Non-Disclosure Agreement: 
 
“Non-Disclosure Agreement” shall mean an agreement between an Authorized Person and the 
Office of the Interconnection, pursuant to Section 18 of this Agreement, the form of which is 
appended to this Agreement as Schedule 10, wherein the Authorized Person is given access to 
otherwise restricted confidential information, for the benefit of their respective Authorized 
Commission. 
 
Nonincumbent Developer: 
 
“Nonincumbent Developer” shall mean:  (1) a transmission developer that does not have an 
existing Zone in the PJM Region as set forth in Attachment J of the PJM Tariff; or (2) a 
Transmission Owner that proposes a transmission project outside of its existing Zone in the PJM 
Region as set forth in Attachment J of the PJM Tariff. 
 
Non-Regulatory Opportunity Cost: 
 
 “Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to 
operate a specific generating unit when the unit only has a limited number of starts or available 
run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due 
to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel 
supply limitation, for up to one year, resulting from an event of Catastrophic Force Majeure; and,  
(b) the forecasted future hourly Locational Marginal Price at which the generating unit could run 
while not violating such limitations.  Non-Regulatory Opportunity Cost therefore is the value 
associated with a specific generating unit’s lost opportunity to produce energy during a higher 
valued period of time occurring within the same period of time in which the unit is bound by the 
referenced restrictions, and is reflected in the rules set forth in PJM Manual 15.  Non-Regulatory 
Opportunity Costs shall be limited to those resources which are specifically delineated in 
Schedule 2 of the Operating Agreement.  
 
Non-Retail Behind The Meter Generation: 
 
“Non-Retail Behind The Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, and electric distribution companies to serve 
load.  
 
Non-Synchronized Reserve: 
 
“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation 
resources that can be converted fully into energy within ten minutes of a request from the Office of 
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the Interconnection dispatcher, and is provided by equipment that is not electrically synchronized to 
the Transmission System. 
 
Non-Synchronized Reserve Event: 
 
“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 
generation resources able and assigned to provide Non-Synchronized Reserve in one or more 
specified Reserve Zones or Reserve Sub-zones, within ten minutes to increase the energy output by 
the amount of assigned Non-Synchronized Reserve capability. 
 
Non-Variable Loads: 
 
“Non-Variable Loads” shall have the meaning specified in Operating Agreement, Schedule 1, 
section 1.5A.6,  of this Scheduleand the parallel provisions of Tariff, Attachment K-Appendix. 
 
Normal Maximum Generation: 
 
“Normal Maximum Generation” shall mean the highest output level of a generating resource 
under normal operating conditions. 
 
Normal Minimum Generation: 
 
“Normal Minimum Generation” shall mean the lowest output level of a generating resource 
under normal operating conditions. 
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Definitions O - P 
 
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. 
 
Office of the Interconnection: 
 
“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, L.L.C. 
subject to the supervision and oversight of the PJM Board, acting pursuant to the Operating Agreement.  
 
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. 
 
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. 
 
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. 
 
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. 
 
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. 
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Operating Reserve: 
 
“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for 
a specified period of an Operating Day to ensure the reliable operation of the PJM Region, as 
specified in the PJM Manuals. 
 
Original PJM Agreement: 
 
“Original PJM Agreement” shall mean that certain agreement between certain of the Members, 
originally dated September 26, 1956, and as amended and supplemented up to and including 
December 31, 1996, relating to the coordinated operation of their electric supply systems and the 
interchange of electric capacity and energy among their systems. 
 
Other Supplier: 
 
“Other Supplier” shall mean a Member that:  (i) is engaged in buying, selling or transmitting 
electric energy, capacity, ancillatry services, financial transmission rights or other services 
available under PJM’s governing documents in or through the Interconnection or has a good faith 
intent to do so, and; (ii) does not qualify for the Generation Owner, Electric Distributor, 
Transmission Owner or End-Use Customer sectors. 
 
PJM Board: 
 
“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to the Operating 
Agreement, except when such term is being used in Tariff, Attachment M, in which case PJM 
Board shall mean the Board of Managers of PJM or its designated representative, exclusive of 
any members of PJM Management. 
 
PJM Control Area: 
 
“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control Area. 
 
PJM Dispute Resolution Procedures: 
 
“PJM Dispute Resolution Procedures” shall mean the procedures for the resolution of disputes 
set forth in Operating Agreement, Schedule 5. 
 
PJM Governing Agreements: 
 
“PJM Governing Agreements” shall mean the PJM Open Access Transmission Tariff, the 
Operating Agreement, the Consolidated Transmission Owners Agreement, the Reliability 
Assurance Agreement, or any other applicable agreement approved by the FERC and intended to 
govern the relationship by and among PJM and any of its Members. 
 
PJM Interchange: 
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“PJM Interchange” shall mean the following, as determined in accordance with the Schedules to 
the Operating 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. 
 
PJM Interchange Energy Market: 
 
“PJM Interchange Energy Market” shall mean the regional competitive market administered by 
the Office of the Interconnection for the purchase and sale of spot electric energy at wholesale in 
interstate commerce and related services established pursuant to Operating Agreement, Schedule 
1, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
PJM Interchange Export: 
 
“PJM Interchange Export” shall mean the following, as determined in accordance with the 
Schedules to the Operating 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. 
 
PJM Interchange Import: 
 
“PJM Interchange Import” shall mean the following, as determined in accordance with the 
Schedules to the Operating 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. 
 
PJM Manuals:  
 
“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the 
Office of the Interconnection for the operation, planning, and accounting requirements of the 
PJM Region and the PJM Interchange Energy Market. 
 
PJM Market Monitor: 
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“PJM Market Monitor” shall mean the Market Monitoring Unit established under Attachment M 
to the PJM Tariff. 
 
PJM Mid-Atlantic Region: 
 
“PJM Mid-Atlantic Region” shall mean the aggregate of the Transmission Facilities of Atlantic 
City Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light 
Company, Jersey Central Power and Light Company, Mid-Atlantic Interstate Transmission, 
LLC, PECO Energy Company, PPL Electric Utilities Corporation, Potomac Electric Power 
Company, Public Service Electric and Gas Company, and Rockland Electric Company. 
 
PJM Open Access Same-time Information System: 
 
“PJM 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. 
 
PJM Region: 
 
“PJM Region” shall mean the aggregate of the Zones within PJM as set forth in Attachment J to 
the PJM Tariff. 
 
PJMSettlement:  
 
“PJMSettlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor), 
established by PJM as set forth in Section 3.3 of the Operating Agreement.   
 
PJM South Region: 
 
“PJM South Region” shall mean the Transmission Facilities of Virginia Electric and Power 
Company. 
 
PJM Tariff:  
 
“PJM Tariff” or “Tariff” shall mean that certain “PJM Open Access Transmission Tariff”, 
including any schedules, appendices, or exhibits attached thereto, on file with FERC and as 
amended from time to time thereafter. 
 
PJM West Region: 
 
“PJM West Region” shall mean the Zones of Allegheny Power; Commonwealth Edison 
Company (including Commonwealth Edison Co. of Indiana); AEP East Operating Companies; 
The Dayton Power and Light Company; the Duquesne Light Company; American Transmission 
Systems, Incorporated; Duke Energy Ohio, Inc. and Duke Energy Kentucky, Inc. 
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Planning Period: 
 
“Planning Period” shall initially mean the 12 months beginning June 1 and extending through 
May 31 of the following year, or such other period established under the procedures of, as 
applicable, the Reliability Assurance Agreement. 
 
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. 
 
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. 
 
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 Tariff, Part II. 
 
PRD Curve: 
 
“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Provider: 
 
“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement. 
 
PRD Reservation Price: 
 
 “PRD Reservation Price” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
PRD Substation:   
 
“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Pre-Emergency Load Response Program: 
 
“Pre-Emergency Load Response Program” shall be the program by which Curtailment Service 
Providers may be compensated by PJM for Demand Resources that will reduce load when 
dispatched by PJM during pre-emergency conditions, and is described in Section 8 of Schedule 1 
of the Operating Agreement and the parallel provisions of Section 8 of Attachment K-Appendix 
of the Tariff.  
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President: 
 
“President” shall have the meaning specified in Operating Agreement, section 9.2. 
 
Price Responsive Demand: 
 
“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Primary Reserve: 
 
“Primary Reserve” shall mean the total reserve capability of generation resources that can be 
converted fully into energy or Demand Resources whose demand can be reduced within ten 
minutes of a request from the Office of the Interconnection dispatcher, and is comprised of both 
Synchronized Reserve and Non-Synchronized Reserve. 
 
Primary Reserve Alert: 
 
“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated 
shortage of Operating Reserve capacity for a future critical period. 
 
Primary Reserve Requirement: 
 
“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Primary Reserve, absent any increase to account for 
additional reserves scheduled to address operational uncertainty.  The Primary Reserve 
Requirement is calculated in accordance with the PJM Manuals. 
 
Prohibited Securities: 
 
“Prohibited Securities” shall mean the Securities of a Member, Eligible Customer, or 
Nonincumbent Developer, or their Affiliates, if: 
 
(1) the primary business purpose of the Member or Eligible Customer, or their Affiliates, is to 
buy, sell or schedule energy, power, capacity, ancillary services or transmission services as 
indicated by an industry code within the “Electric Power Generation, Transmission, and 
Distribution” industry group under the North American Industry Classification System 
(“NAICS”) or otherwise determined by the Office of the Interconnection; 
  
(2) the Nonincumbent Developer has been pre-qualified as eligible to be a Designated Entity 
pursuant to Operating Agreement, Schedule 6; 
 
(3) the total (gross) financial settlements regarding the use of transmission capacity of the 
Transmission System and/or transactions in the centralized markets that the Office of the 
Interconnection administers under the Tariff and the Operating Agreement for all Members or 
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Eligible Customers affiliated with the publicly traded company during its most recently 
completed fiscal year is equal to or greater than 0.5% of its gross revenues for the same time 
period; or 
 
(4) the total (gross) financial settlements regarding the use of transmission capacity of the 
Transmission System and/or transactions in the centralized markets that the Office of the 
Interconnection administers under the Tariff and the Operating Agreement for all Members or 
Eligible Customers affiliated with the publicly traded company during the prior calendar year is 
equal to or greater than 3% of the total transactions for which PJMSettlements is a Counterparty 
pursuant to Operating Agreement, section 3.3 for the same time period. 
 
The Office of the Interconnection shall compile and maintain a list of the Prohibited Securities 
publicly traded and post this list for all employees and distribute the list to the Board Members. 
 
Proportional Multi-Driver Project: 
 
“Proportional Multi-Driver Project” shall mean a Multi-Driver Project that is planned as 
described in Operating Agreement, Schedule 6, section 1.5.10(h). 
 
Pseudo-Tie: 
 
“Pseudo-Tie shall have the same meaning set forth in the NERC Glossary of Terms Used in 
NERC Reliability Standards. 
 
Public Policy Objectives: 
 
“Public Policy Objectives” shall refer to Public Policy Requirements, as well as public policy 
initiatives of state or federal entities that have not been codified into law or regulation but which 
nonetheless may have important impacts on long term planning considerations. 
 
Public Policy Requirements: 
 
“Public Policy Requirements” shall refer to policies pursued by:  (a) state or federal entities, 
where such policies are reflected in duly enacted statutes or regulations, including but not limited 
to, state renewable portfolio standards and requirements under Environmental Protection Agency 
regulations; and (b) local governmental entities such as a municipal or county government, 
where such policies are reflected in duly enacted laws or regulations passed by the local 
governmental entity. 
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Definitions S – T 
 

 
Sector Votes: 
 
“Sector Votes” shall mean the affirmative and negative votes of each sector of a Senior Standing 
Committee, as specified in Operating Agreement, section 8.4. 
 
Securities: 
 
“Securities” shall mean negotiable or non-negotiable investment or financing instruments that 
can be sold and bought.  Securities include bonds, stocks, debentures, notes and options. 
 
Senior Standing Committees: 
 
“Senior Standing Committees” shall mean the Members Committee, and the Markets, and 
Reliability Committee, as established in Operating Agreement, sections 8.1 and 8.6.  
 
SERC: 
 
“SERC” or “Southeastern Electric Reliability Council” shall mean the reliability council under 
section 202 of the Federal Power Act established pursuant to the SERC Agreement dated January 
14, 1970, or any successor thereto. 
 
Short-term Project: 
 
“Short-term Project” shall mean a transmission enhancement or expansion with an in-service 
date of more than three years but no more than five years from the year in which, pursuant to 
Operating Agreement, Schedule 6 section 1.5.8(c), the Office of the Interconnection posts the 
violations, system conditions, or Public Policy Requirements to be addressed by the 
enhancement or expansion.  
 
Special Member: 
 
“Special Member” shall mean an entity that satisfies the requirements of  Operating Agreement, 
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, or 
the special membership provisions established under the Emergency Load Response and Pre-
Emergency Load Response Programs. 
 
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. 
 
Spot Market Energy: 
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“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJM 
Interchange Energy Market at System Energy Prices determined as specified in Operating 
Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Standing Committees: 
 
“Standing Committees” shall mean the Members Committee, the committees established and 
maintained under Operating Agreement, section 8.6, and such other committees as the Members 
Committee may establish and maintain from time to time. 
 
State: 
 
“State” shall mean the District of Columbia and any State or Commonwealth of the United 
States. 
 
State Certification: 
 
“State Certification” shall mean the Certification of an Authorized Commission, pursuant to 
Operating Agreement, section 18, the form of which is appended to the Operating Agreement as 
Schedule 10A, wherein the Authorized Commission identifies all Authorized Persons employed 
or retained by such Authorized Commission, a copy of which shall be filed with FERC. 
 
State Consumer Advocate: 
 
“State Consumer Advocate” shall mean a legislatively created office from any State, all or any 
part of the territory of which is within the PJM Region, and the District of Columbia established, 
inter alia, for the purpose of representing the interests of energy consumers before the utility 
regulatory commissions of such states and the District of Columbia and the FERC. 
 
State Estimator: 
 
“State Estimator” shall mean the computer model of power flows specified in Operating 
Agreement, Schedule 1, section 2.3, and the parallel provisions of Tariff, Attachment K-
Appendix. 
 
Station Power: 
 
“Station Power” shall mean energy used for operating the electric equipment on the site of a 
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 compressors at a compressed air energy storage facility; (iv) used for charging an 
Energy Storage Resource or a Capacity Storage Resource; or (v) used in association with 
restoration or black start service. 
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Sub-meter: 
 
“Sub-meter” shall mean a metering point for electricity consumption that does not include all 
electricity consumption for the end-use customer as defined by the electric distribution company 
account number.  PJM shall only accept sub-meter load data from end-use customers for 
measurement and verification of Regulation service as set forth in the Economic Load Response 
rules and PJM Manuals. 
 
Subregional RTEP Project: 
 
“Subregional RTEP Project” shall mean a transmission expansion or enhancement rated below 
230 kV which is required for compliance with the following PJM criteria:  system reliability, 
operational performance or economic criteria, pursuant to a determination by the Office of the 
Interconnection. 
 
Supplemental Project: 
 
“Supplemental Project” shall mean a transmission expansion or enhancement that is not required 
for compliance with the following PJM criteria:  system reliability, operational performance or 
economic criteria, pursuant to a determination by the Office of the Interconnection and is not a 
state public policy project pursuant to Operating Agreement, Schedule 6, section 
1.5.9(a)(ii).  Any system upgrades required to maintain the reliability of the system that are 
driven by a Supplemental Project are considered part of that Supplemental Project and are the 
responsibility of the entity sponsoring that Supplemental Project. 
 
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. 
 
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 in one or more specified Reserve Zones or Reserve Sub-zones, within ten 
minutes, to increase the energy output or reduce load by the amount of assigned or self-
scheduled Synchronized Reserve capability. 
 
Synchronized Reserve Requirement: 
 
“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for 
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additional reserves scheduled to address operational uncertainty.  The Synchronized Reserve 
Requirement is calculated in accordance with the PJM Manuals. 
 
System: 
 
“System” shall mean the interconnected electric supply system of a Member and its 
interconnected subsidiaries exclusive of facilities which it may own or control outside of the 
PJM Region.  Each Member may include in its system the electric supply systems of any party or 
parties other than Members which are within the PJM Region, provided its interconnection 
agreements with such other party or parties do not conflict with such inclusion. 
 
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 from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2, 
and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Target Allocation: 
 
“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in 
Operating Agreement, Schedule 1, section 5.2.3, and the parallel provisions of Tariff, 
Attachment K-Appendix or the allocation of Auction Revenue Rights Credits as set forth in 
Operating Agreement, Schedule 1, section 7.4.3, and the parallel provisions of Tariff, 
Attachment K-Appendix. 
 
Third Party Request: 
 
“Third Party Request” shall mean any request or demand by any entity upon an Authorized 
Person or an Authorized Commission for release or disclosure of confidential information 
provided to the Authorized Person or Authorized Commission by the Office of the 
Interconnection or PJM Market Monitor.  A Third Party Request shall include, but shall not be 
limited to, any subpoena, discovery request, or other request for confidential information made 
by any: (i) federal, state, or local governmental subdivision, department, official, agency or 
court, or (ii) arbitration panel, business, company, entity or individual. 
 
Tie Line: 
 
“Tie Line” shall have the same meaning provided in the Open Access Transmission Tariff. 
 
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 
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transmission losses, which shall be calculated and allocated as specified in Operating Agreement, 
Schedule 1, section 5.1, and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Transmission Congestion Credit: 
 
“Transmission Congestion Credit” shall mean the allocated share of total Transmission 
Congestion Charges credited to each FTR Holder, calculated and allocated as specified in 
Section 5.2. 
 
Transmission Customer: 
 
“Transmission Customer” shall have the meaning set forth in the PJM Tariff. 
 
Transmission Facilities: 
 
“Transmission Facilities” shall mean facilities that:  (i) are within the PJM Region; (ii) meet the 
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have 
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (iii) 
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated 
with the PJM Region transmission system and integrated into the planning and operation of the 
PJM Region to serve all of the power and transmission customers within the PJM Region. 
 
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. 
 
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. 
 
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. 
 
Transmission Loss Charge: 
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“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 
from a generation resource to load as specified in Operating Agreement, Schedule 1, section 5, 
and the parallel provisions of Tariff, Attachment K-Appendix. 
 
Transmission Owner: 
 
“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to 
ownership Transmission Facilities and is a signatory to the PJM Transmission Owners 
Agreement.  Taking transmission service shall not be sufficient to qualify a Member as a 
Transmission Owner. 
 
Transmission Owner Upgrade: 
 
“Transmission Owner Upgrade” shall mean an upgrade to a Transmission Owner’s own 
transmission facilities, which is an improvement to, addition to, or replacement of a part of, an 
existing facility and is not an entirely new transmission facility. 
 
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 Operating Agreement, Schedule 1, and the parallel provisions of Tariff, Attachment 
K-Appendix, or the PJM Manuals. 
 
Turn Down Ratio: 
 
“Turn Down Ratio” shall mean the ratio of a generating unit’s economic maximum megawatts to 
its economic minimum megawatts. 
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14B.1 Billing Procedure:   
 
PJMSettlement shall issue bills and billing statements pursuant to the provisions in this section 14B 
on behalf of itself and as agent for the Office of the Interconnection, as applicable.  Payment of bills 
pursuant to this section 14B shall be made for the benefit of PJMSettlement and the Office of the 
Interconnection, as applicable.   
 
(a)  Monthly Bills.   By the fifth bBusiness dDay of each month, PJM Settlement, in its own name 
and as agent for the Office of the Interconnection, as applicable, shall issue a bill to Members and 
other entities for monthly activity and detailing the charges and credits for all services furnished 
under this Agreement, the PJM Tariff and any service or rate schedule during the preceding 
month (“billing month”), excluding amounts billed pursuant to weekly bills for activity during 
the preceding month.   
 
(b)  Weekly Bills.  By 5:00 p.m. Eastern Prevailing Time each Tuesday (or Wednesday in the 
event that a Tuesday is a holiday), PJMSettlement, in its own name and as agent for the Office of 
the Interconnection, as applicable, will issue a weekly bill to Members and other entities for all 
activity for certain services furnished under this Agreement, the PJM Tariff and any service or 
rate schedule for the days of the billing month during the week ending the prior Wednesday.  The 
services for which such weekly bills shall be issued are set forth in PJM Manual 29.   
 
(c)  Billing Statement.  PJMSettlement, in its own name and as agent for the Office of the 
Interconnection, as applicable, shall provide Members and other entities with billing statements at 
the time of issuance of the monthly and weekly bills, reflecting, in the form and manner set forth 
in PJM Manuals, the Member’s or other entity’s activity during the billing month and amounts 
due, net of activity previously billed.  
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14B.2 Payments:   
 
(a)  Monthly Bills.  Net amounts due to PJMSettlement, in its own name or as agent for the LLC, as 
applicable, pursuant to a monthly bill shall be due and payable by the Member or other entity no 
later than noon Eastern Prevailing Time on the due date of the first weekly bill issued for activity 
in the month that the monthly bill is issued. It is possible, due to the timing of holidays, that the 
billing and payment cycle for monthly bills stated here would call for payment of a monthly bill 
on a Friday that occurs less than three bBusiness dDays after the issuance of the bill by PJM.  
Where this occurs, the payment period of the monthly bill will be extended such that payment 
will be due when payment for the second weekly bill is due. 
 
(b)  Weekly Bills.  Net amounts due to PJMSettlement, in its own name or as agent for the LLC, as 
applicable, pursuant to a weekly bill shall be due and payable by the Member or other entity no 
later than noon Eastern Prevailing Time on the third bBusiness dDay following the issuance of 
the weekly bill.  Weekly bills issued after 5:00 p.m. Eastern Prevailing Time shall be considered 
to be issued the following bBusiness dDay.  
 
 (i)  Municipal Electric Systems. 
 

Recognizing that municipal electric systems may, at times, face unique circumstances 
that could temporarily prevent their ability to make payments on a weekly bill issued 
pursuant to Section 14B.1 when due, the LLC may allow a municipal electric system to 
make arrangements with PJM whereby PJM would extend trade credit to the municipal 
electric system sufficient to enable it to make payment on a weekly bill  provided that the 
following conditions are met: 
 

(a) the LLC determines, in its sole discretion, that it has sufficient excess working 
capital available to complete financial settlement with other market participants; 
 
(b) the municipal electric system reimburses PJM for the actual cost of such 
working capital; 
 
(c) the municipal electric system provides PJM with a binding representation that 
it has all legal right and authority to enter into the arrangement with PJM; 
 
(d) PJMSettlement will continue to issue weekly bills to the municipal electric 
system in accordance with Section 14B.1 above and the municipal electric system 
will make payment as due under the weekly bills using the proceeds it obtains 
under its arrangement with PJM.  Reimbursement of these amounts, including 
PJM’s actual costs of working capital, shall be due from the municipal electric 
system at the time payment is due for the invoice issued under Section 14B.2(a); 
 
(e) the aggregate of all financed amounts and accrued obligations shall not exceed 
the Working Credit Limit available to the municipal electric system; 
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(f) the municipal electric system provides the LLC with at least one week of 
notice (though PJM may waive this provision), and; 
 
(g) the accumulated duration of such postponed payments shall not exceed three 
months in a rolling twelve-month period. 

 
PJM may terminate this payment option at any time it determines its excess working 
capital is no longer sufficient to allow further or continued extension financing.  In such 
cases, PJM shall attempt to give five bBusiness dDays, but not less than three bBusiness 
dDays notice to the affected municipal electric system, and may call for immediate 
reimbursement of any outstanding amounts owed by the municipal electric system.   

 
(c)  Form of Payments.  All payments tendered in satisfaction of a Member’s or other entity’s 
obligations to PJMSettlement or the LLC shall be made in the form of immediately available 
funds payable to PJMSettlement, or by wire transfer to a bank named by PJMSettlement.   
 
(d)  Payments by PJMSettlement.  Unless delayed by unforeseen events, payments made by 
PJMSettlement, in its own name or as agent for the LLC, for amounts due to Members and other 
entities shall be paid no later than 5:00 p.m. Eastern Prevailing Time on the bBusiness dDay 
following the payment due date for net amounts owed to PJMSettlement, in its own name or as 
agent for the LLC, as specified above.   
 
(e)  Payment Calendar.  A comprehensive billing and settlement calendar will be posted on the 
LLC’s website prior to March 31 for the upcoming June – May annual period to communicate 
the schedule of holidays for settlement and billing purposes. 
 
(f)  Late Payments.  In the event that a Member, or other entity, is delinquent in paying the 
amount set forth in its weekly or monthly bill two or more times within any rolling twelve (12) 
month period, PJMSettlement, in its own name or s agent for the LLC, may assess, in addition to 
the interest on each late payment as provided for in Section 7.2 of this Tariff, a late payment 
charge for a second and any subsequent failure to pay on time during such twelve (12) month 
period (a “Late Payment Charge”).  The applicable Late Payment Charge will be assessed in an 
amount equal to the greater of:  (i) two percent (2%) of the total amount set forth in the monthly 
or weekly bill that the Transmission Customer or other entity has been late in paying, or (ii) 
$1,000; up to a maximum of $100,000 per late bill payment.  For the sole purpose of application 
of this Section 7.1A(f), weekly and monthly bills that are due on the same date shall be 
considered to be one bill; moreover, the term “on time” shall mean payment received on the date 
due; and “delinquent” shall mean any payment received on a day subsequent to the date due. 
 
Late Payment Charges that are collected pursuant to this Section 7.1A(f) shall be credited to 
PJMSettlement administrative costs and will be included in any applicable stated rate refund 
calculations as contemplated under Schedule 9 of this Tariff.
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15.1 Failure to Meet Obligations. 
 
15.1.1 Termination of Market Buyer Rights. 
 
The Office of the Interconnection shall terminate a Market Buyer’s right to make purchases from 
the PJM Interchange Energy Market, the PJM Capacity Credit Market or any other market 
operated by PJM if it determines that the Market Buyer does not continue to meet the obligations 
set forth in this Agreement, including but not limited to the obligation to be in compliance with 
PJM’s creditworthiness requirements and the obligation to make timely payment, provided that 
the Office of the Interconnection has notified the Market Buyer of any such deficiency and 
afforded the Market Buyer a reasonable opportunity to cure pursuant to Section 15.1.3.  The 
Office of the Interconnection shall reinstate a Market Buyer’s right to make purchases from the 
PJM Interchange Energy Market and PJM Capacity Credit Market upon demonstration by the 
Market Buyer that it has come into compliance with the obligations set forth in this Agreement. 
 
15.1.2 Termination of Market Seller Rights. 
 
The Office of the Interconnection shall not accept offers from a Market Seller that has not 
complied with the prices, terms, or operating characteristics of any of its prior scheduled 
transactions in the PJM Interchange Energy Market, unless such Market Seller has taken 
appropriate measures to the satisfaction of the Office of the Interconnection to ensure future 
compliance. 
 
15.1.2A  Close Out and Liquidation of Member Financial Transmission   Rights  
 
The Office of the Interconnection shall close out and liquidate all of a Member’s current and 
forward Financial Transmission Rights positions if it determines the Member (i) no longer meets 
PJM’s creditworthiness requirements, or (ii) fails to make timely payment when due under the 
PJM Operating Agreement or PJM Tariff, in each case following any opportunity given to cure 
the deficiency.  Financial Transmission Rights shall be closed out and liquidated pursuant to 
Schedule 1, Section 7.3.9 of the PJM Operating Agreement and the Appendix to Attachment K, 
Section 7.3.9 of the PJM Tariff. 
 
15.1.2A(1):  Allocation of Costs and Proceeds Resulting from Liquidation 
 
The liquidation of the defaulting Member’s Financial Transmission Rights portfolio shall result 
in a final liquidated settlement amount.  The final liquidated settlement amount may be 
aggregated with any other amounts owed by the defaulting Member to the Office of the 
Interconnection and may be set off by the Office of the Interconnection against any amounts 
owed by the Office of the Interconnection to the defaulting Member for purposes of determining 
the proper Default Allocation Assessment pursuant to the provisions of Section 15.2.2.   Any 
payments made to a party purchasing some or all of a liquidated portfolio shall be net of that 
party’s charge resulting from a Default Allocation Assessment.     
 
15.1.3 Payment of Bills. 
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A Member shall make full and timely payment, in accordance with the terms specified by the 
Office of the Interconnection, of all bills rendered in connection with or arising under or from 
this Agreement, any service or rate schedule, any tariff, or any services performed by the Office 
of the Interconnection or transactions with PJMSettlement, notwithstanding any disputed 
amount, but any such payment shall not be deemed a waiver of any right with respect to such 
dispute.  Any Member that fails to make full and timely payment to PJMSettlement (of amounts 
owed either directly to PJMSettlement or PJMSettlement as agent for the LLC) or otherwise fails 
to meet its financial or other obligations to a Member,  PJMSettlement, or the LLC under this 
Agreement, shall, in addition to any requirement set forth in Section 15.1 and upon expiration of 
the 2-day period specified below be in default.   
 
15.1.4  Breach Notification and Remedy 
 
If the Office of the Interconnection concludes, upon its own initiative or the recommendation of 
or complaint by the Members Committee or any Member, that a Member is in breach of any 
obligation under this Agreement, including, but not limited to, the obligation to make timely 
payment and the obligation to meet PJM’s creditworthiness standards and to otherwise comply 
with PJM’s credit policies, the Office of the Interconnection shall so notify such Member.  The 
notified Member may remedy such asserted breach by:  (i) paying all amounts assertedly due, 
along with interest on such amounts calculated in accordance with the methodology specified for 
interest on refunds in FERC’s regulations at 18 C.F.R. § 35.19a(a)(2)(iii); and (ii) demonstration 
to the satisfaction of the Office of the Interconnection that the Member has taken appropriate 
measures to meet any other obligation of which it was deemed to be in breach; provided, 
however, that any such payment or demonstration may be subject to a reservation of rights, if 
any, to subject such matter to the PJM Dispute Resolution Procedures; and provided, further, that 
any such determination by the Office of the Interconnection may be subject to review by the PJM 
Board upon request of the Member involved or the Office of the Interconnection.   
 
15.1.5 Default Notification and Remedy 
 
If a Member has not remedied a breach by the 2nd bBusiness dDay following receipt of the 
Office of the Interconnection’s notice, or receipt of the PJM Board’s decision on review, if 
applicable, then the Member shall be in default and, in addition to such other remedies as may be 
available to the LLC or PJMSettlement: 
 

i) A defaulting Market Participant shall be precluded from buying or selling in the 
PJM Interchange Energy Market, the PJM Capacity Credit Market, or any other 
market operated by PJM until the default is remedied as set forth above; 

 
ii) A defaulting Member shall not be entitled to participate in the activities of any 

committee or other body established by the Members Committee or the Office of 
the Interconnection; and 

 
iii) A defaulting Member shall not be entitled to vote on the Members Committee or 

any other committee or other body established pursuant to this Agreement. 
 



 

Page 526 

iv) PJM shall notify all other members of the default. 
 
15.1.6 Reinstatement of Member Following Default and Remedy 
 
a. A Member that has been declared in default, solely of PJM’s creditworthiness standards, 
or fails to otherwise comply with PJM’s credit policies once within any 12 month period may be 
reinstated in full after remedying such default. 
 
b. A Member that has been declared in default of this Agreement for failing to: (i) make 
timely payments when due once during any prior 12 month period, or (ii) adhere to PJM’s 
creditworthiness standards and credit policies, twice during any prior 12 month period, may be 
subject to the following restrictions: 
 

a) Loss of stakeholder privileges, including voting privileges, for 12 months 
following such default; and 

 
b) Loss of the allowance of unsecured credit for 12 months following such default 

 
c. A Member that has been declared in default of this Agreement for failing to:  (i) make 
timely payments when due twice during any prior 12 month period, or (ii) adhere to PJM’s 
creditworthiness standards and credit policies, three times during any prior 12 month period, 
shall, except as provided for below, not be eligible to be reinstated as a Member to this 
Agreement and its membership rights pursuant to this Agreement shall be terminated in 
accordance with Section 4.1(c) of this Agreement, notwithstanding whether such default has 
been remedied.  Furthermore: 
 

a)  PJMSettlement shall close out and liquidate all of the Member’s current and 
forward positions in accordance with the provisions of this Agreement; and  

 
b)  A Member terminated in accordance with these provisions shall be precluded 

from seeking future membership under this Agreement; 
 
d. A Member may appeal a determination made pursuant to the foregoing procedures 
utilizing PJM’s dispute resolution procedure as set forth in Schedule 5 of this Agreement, 
(provided, however, that a Member’s decision to utilize these procedures shall not operate to stay 
the ability of PJM to exercise any and all of its rights under this Agreement and the PJM Tariff)  
and may be reinstated provided that the Member can demonstrate the following: 
 

a) that it has otherwise consistently complied with its obligations under this 
Agreement and the PJM Tariff; and 

 
b) the failure to comply was not material; and 
 
c) the failure to comply was due in large part to conditions that were not in the 

common course of business.
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18.17 Confidentiality. 
 
18.17.1 Party Access. 
 
(a) No Member shall have a right hereunder to receive or review any documents, data or 
other information of another Member, including documents, data or other information provided 
to the Office of the Interconnection, to the extent such documents, data or information have been 
designated as confidential pursuant to the procedures adopted by the Office of the 
Interconnection and/or the PJM Market Monitor or to the extent that they have been designated 
as confidential by such other Member; provided, however, a Member may receive and review 
any composite documents, data and other information that may be developed based on such 
confidential documents, data or information if the composite does not disclose any individual 
Member’s confidential data or information. 
 
(b) Except as may be provided in this Agreement or in the PJM Open Access Transmission 
Tariff, the Office of the Interconnection shall not disclose to its Members or to third parties, any 
documents, data, or other information of a Member or entity applying for Membership, to the 
extent such documents, data, or other information has been designated confidential pursuant to 
the procedures adopted by the Office of the Interconnection or by such Member or entity 
applying for membership; provided that nothing contained herein shall prohibit the Office of the 
Interconnection from providing any such confidential information to its agents, representatives, 
or contractors to the extent that such person or entity is bound by an obligation to maintain such 
confidentiality; provided further that nothing contained herein shall prohibit the Office of the 
Interconnection from providing Member confidential information to the NERC, any Applicable 
Regional Entity, or to any reliability coordinator, to the extent that (i) the Office of the 
Interconnection determines in its reasonable discretion that the exchange of such information is 
required to enhance and/or maintain reliability within the Members’ Applicable Regional 
Entities and their neighboring Regional Entities, or within the region of any reliability 
coordinator, (ii) such entity is bound by a written agreement to maintain such confidentiality, and 
(iii) the Office of the Interconnection has notified the affected party of its intention to release 
such information no less than five bBusiness dDays prior to the release.  The Office of the 
Interconnection, its designated agents, representatives, and contractors shall maintain as 
confidential the electronic tag (“e-Tag”) data of an e-Tag Author or Balancing Authority 
(defined as those terms are used in FERC Order No. 771) to the same extent as Member data 
under this Section 18.17.  Nothing contained herein shall prohibit the Office of the 
Interconnection or its designated agents, representatives, or contractors from providing to 
another Regional Transmission Organization (“RTO”) or Independent System Operator (“ISO”), 
upon their request, the e-Tags of an e-Tag Author or Balancing Authority for intra-PJM Region 
transactions and interchange transactions scheduled to flow into, out of or through the PJM 
Region, to the extent such RTO or ISO has requested such information as part of its investigation 
of possible market violations or market design flaws, and to the extent that such RTO or ISO is 
bound by a tariff provision requiring that the e-Tag data be maintained as confidential or, in the 
absence of a tariff requirement governing confidentiality, a written agreement with the Office of 
the Interconnection consistent with FERC Order No. 771 and any clarifying orders and 
implementing regulations.  The Office of the Interconnection shall collect and use confidential 
information only in connection with its authority under this Agreement and the Open Access 
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Transmission Tariff and the retention of such information shall be in accordance with the Office 
of the Interconnection’s data retention policies. 
 
(c) Nothing contained herein shall prevent the Office of the Interconnection from releasing a 
Member’s confidential data or information to a third party provided that the Member has 
delivered to the Office of the Interconnection and/or the PJM Market Monitor specific, written 
authorization for such release setting forth the data or information to be released, to whom such 
release is authorized, and the period of time for which such release shall be authorized.  The 
Office of the Interconnection shall limit the release of a Member’s confidential data or 
information to that specific authorization received from the Member.  Nothing herein shall 
prohibit a Member from withdrawing such authorization upon written notice to the Office of the 
Interconnection, who shall cease such release as soon as practicable after receipt of such 
withdrawal notice. 
 
(d) Reciprocal provisions to Sections 18.17.1, 18.17.2, 18.17.3, 18.17.4 and 18.17.5 hereof, 
delineating the confidentiality requirements of PJM’s Market Monitoring Unit, are set forth in 
Attachment M – Appendix, section I. 
 
(e) Notwithstanding anything to the contrary in this Agreement or in the PJM Tariff, to allow 
the tracking of Market Participants’ non-aggregated bids and offers over time as required by 
FERC Order No. 719, the Office of the Interconnection shall post on its Web site the non-
aggregated bid data and Offer Data submitted by Market Participants (for participation on the 
PJM Interchange Energy Market) approximately four months after the bid or offer was submitted 
to the Office of the Interconnection.  However, to protect the confidential, market sensitive 
and/or proprietary bidding strategies of Market Participants as well as the identity of Market 
Participants from being discernible from the published data, the posted information will not 
reveal the (a) name of the resource, (b) characteristics of a specific resource, (c) identity of the 
load, (d) name of the individual or entity submitting the data,  (e) identity of the resource owner, 
or (f) location of the resource at a level lower than its Zone.  The Office of the Interconnection 
also reserves the right to take any other precautionary measures that it deems appropriate to 
preserve the confidential, market sensitive and/or proprietary bidding strategies of Market 
Participants to the extent not specifically set forth herein. 
 
(f) To the extent permitted pursuant to 18 C.F.R. §38.2 (or successor provisions), nothing 
contained herein shall prohibit the Office of the Interconnection from sharing non-public, 
operational information with an interstate natural gas pipeline operator for the purpose of 
promoting reliable service or operational planning.  Further, the Office of the Interconnection 
shall be permitted to share non-public, operational information with natural gas local distribution 
companies and/or intrastate natural gas pipeline operators, as appropriate, for the purpose of 
promoting reliable service or operational planning, provided that such party has acknowledged, 
in writing, that it shall not disclose, or use anyone as a conduit for disclosure of, non-public, 
operational information received from the Office of Interconnection to a third party or in an 
unduly discriminatory or preferential manner or to the detriment of any natural gas and/or 
electric market.  Such non-public, operational information received from natural gas local 
distribution companies and/or intrastate natural gas pipeline operators pursuant to this section 
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will be subject to the confidentiality provisions set forth in this Section 18.17 of the Operating 
Agreement. 
 
18.17.2 Required Disclosure. 
 
(a) Notwithstanding anything in the foregoing Section to the contrary, and subject to the 
provisions of Section 18.17.3, if the Office of the Interconnection is required by applicable law, 
order, or in the course of administrative or judicial proceedings, to disclose to third parties, 
information that is otherwise required to be maintained in confidence pursuant to this 
Agreement, the Office of the Interconnection or its designated agents, representatives, or 
contractors may make disclosure of such information; provided, however, that as soon as the 
Office of the Interconnection learns of the disclosure requirement and prior to it or its designated 
agents, representatives, or contractors making disclosure, the Office of the Interconnection shall 
notify the affected Member or Members of the requirement and the terms thereof and the 
affected Member or Members may direct, at their sole discretion and cost, any challenge to or 
defense against the disclosure requirement.  The Office of the Interconnection shall cooperate 
with such affected Members to the maximum extent practicable to minimize the disclosure of the 
information consistent with applicable law.  The Office of the Interconnection shall cooperate 
with the affected Members to obtain proprietary or confidential treatment of such information by 
the person to whom such information is disclosed prior to any such disclosure. 
 
(b) Nothing in this Section 18.17 shall prohibit or otherwise limit the Office of the 
Interconnection’s use of information covered herein if such information was:  (i) previously 
known to the Office of the Interconnection without an obligation of confidentiality; (ii) 
independently developed by or for the Office of the Interconnection using non-confidential 
information; (iii) acquired by the Office of the Interconnection from a third party which is not, to 
the Office of the Interconnection’s knowledge, under an obligation of confidence with respect to 
such information; (iv) which is or becomes publicly available other than through a manner 
inconsistent with this Section 18.17. 
 
(c) The Office of the Interconnection shall impose on any contractors retained to provide 
technical support or otherwise to assist with the implementation or administration of this 
Agreement or of the Open Access Transmission Tariff a contractual duty of confidentiality 
consistent with this Agreement.  A Member shall not be obligated to provide confidential or 
proprietary information to any contractor that does not assume such a duty of confidentiality, and 
the Office of the Interconnection shall not provide any such information to any such contractor 
without the express written permission of the Member providing the information. 
 
18.17.3 Disclosure to FERC and CFTC. 
 
(a) Notwithstanding anything in this Section to the contrary, if the FERC, the Commodity 
Futures Trading Commission (“CFTC”), or the staff of those commissions, during the course of 
an investigation or otherwise, requests information from the Office of the Interconnection that is 
otherwise required to be maintained in confidence pursuant to this Agreement, the Office of the 
Interconnection shall provide the requested information to the FERC, CFTC or their respective 
staff, within the time provided for in the request for information.  In providing the information to 
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the FERC or its staff, the Office of the Interconnection may request, consistent with 18 C.F.R. §§ 
1b.20 and 388.112, or to the CFTC or its staff, the Office of the Interconnection may request, 
consistent with 17 C.F.R. §§ 11.3 and 145.9, that the information be treated as confidential and 
non-public by the respective commission and its staff and that the information be withheld from 
public disclosure.  The Office of the Interconnection shall promptly notify any affected 
Member(s) if the Office of the Interconnection receives from the FERC, CFTC or their staff 
written notice that the commission has decided to release publicly, or has asked for comment on 
whether such commission should release publicly, confidential information previously provided 
to a commission by the Office of the Interconnection.  
 
(b) Section 18.17.3(a) shall not apply to requests for production of information under Subpart 
D of the FERC’s Rules of Practice and Procedure (18 CFR Part 385) in proceedings before 
FERC and its administrative law judges.  In all such proceedings, the Office of the 
Interconnection shall follow the procedures in Section 18.17.2.   
 
(c) Pursuant to the FERC Order No. 760, as codified under 18 C.F.R. § 35.28(g)(4), to the 
extent that the Office of the Interconnection already collects such data described in Order No. 
760, the Office of the Interconnection shall electronically deliver to the FERC, on an ongoing 
basis and in a form and manner consistent with its own collection of data and in a form and 
manner acceptable to the FERC, data related to the markets that the Office of the Interconnection 
administers.  Section 18.17.3(a) shall not apply to data supplied to the FERC under this 
subsection (c) to satisfy the FERC Order No. 760 requirements. 
 
(d) Pursuant to the FERC Order No. 771 and any clarifying orders, as codified under 18 
C.F.R. § 366.2(d), the Office of the Interconnection shall ensure that FERC is included as an 
addressee on all e-Tags for transactions that sink within the PJM Region.   
 
18.17.4 Disclosure to Authorized Commissions. 
 
(a) Notwithstanding anything in this section to the contrary, the Office of the Interconnection 
shall disclose confidential information, otherwise required to be maintained in confidence 
pursuant to this Agreement, to an Authorized Commission under the following conditions: 
 

(i) The Authorized Commission has provided the FERC with a properly-
executed Certification in the form attached hereto as Schedule 10A.  Upon 
receipt of the Authorized Commission’s Certification, the FERC shall 
provide public notice of the Authorized Commission’s filing pursuant to 
18 C.F.R. § 385.2009.  If any interested party disputes the accuracy and 
adequacy of the representations contained in the Authorized 
Commission’s Certification, that party may file a protest with the 
Commission within 14 days of the date of such notice, pursuant to 18 
C.F.R. § 385.211.  The Authorized Commission may file a response to any 
such protest within seven days.  Each party shall bear its own costs in 
connection with such a FERC protest proceeding.  If there are material 
changes in law that affect the accuracy and adequacy of the 
representations in the Certification filed with the Commission, the 
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Authorized Commission shall, within thirty (30) days, submit an amended 
Certification identifying such changes.  Any such amended Certification 
shall be subject to the same procedures for comment and review by the 
Commission as set forth above in this paragraph.   

 
The Office of the Interconnection may not disclose data to an Authorized 
Commission during the Commission’s consideration of the Certification 
and any filed protests.  If the Commission does not act upon an Authorized 
Commission’s Certification within 90 days of the date of filing, the 
Certification shall be deemed approved and the Authorized Commission 
shall be permitted to receive confidential information pursuant to this 
section.  In the event that an interested party protests the Authorized 
Commission’s Certification and the Commission approves the 
Certification, that party may not challenge any Information Request made 
by the Authorized Commission on the grounds that the Authorized 
Commission is unable to protect the confidentiality of the information 
requested, in the absence of a showing of changed circumstances. 

 
(ii) Any confidential information provided to an Authorized Commission 

pursuant to this section shall not be further disclosed by the recipient 
Authorized Commission except by order of the Commission. 

 
(iii) The Office of the Interconnection shall be expressly entitled to rely upon 

such Authorized Commission Certifications in providing confidential 
information to the Authorized Commission, and shall in no event be liable, 
or subject to damages or claims of any kind or nature hereunder, due to the 
ineffectiveness or inaccuracy of such Authorized Commission 
Certifications. 

 
(iv) The Authorized Commission may provide confidential information 

obtained from the Office of the Interconnection to such of its employees, 
attorneys and contractors as needed to examine or handle that information 
in the course and scope of their work on behalf of the Authorized 
Commission, provided that (a) the Authorized Commission has internal 
procedures in place, pursuant to the Certification, to ensure that each 
person receiving such information agrees to protect the confidentiality of 
such information (such employees, attorneys or contractors to be defined 
hereinafter as “Authorized Persons”); (b) the Authorized Commission 
provides, pursuant to the Certification, a list of such Authorized Persons to 
the Office of the Interconnection and the PJM Market Monitor and 
updates such list, as necessary, every ninety (90) days; and (c) any third-
party contractors provided access to confidential information sign a non-
disclosure agreement in the form attached hereto as Schedule 10 before 
being provided access to any such confidential information.   
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(v) The Office of the Interconnection shall maintain a schedule of all 
Authorized Persons and the Authorized Commissions they represent, 
which shall be made publicly available on its website, or by written 
request.  Such schedule shall be compiled by the Office of the 
Interconnection, based on information provided by any Authorized 
Commission.  The Office of the Interconnection shall update the schedule 
promptly upon receipt of information from an Authorized Commission, 
but shall have no obligation to verify or corroborate any such information, 
and shall not be liable or otherwise responsible for any inaccuracies in the 
schedule due to incomplete or erroneous information conveyed to and 
relied upon by the Office of the Interconnection in the compilation and/or 
maintenance of the schedule. 

 
(b) The Office of the Interconnection may, in the course of discussions with an Authorized 
Person, orally disclose information otherwise required to be maintained in confidence, without 
the need for a prior Information Request. Such oral disclosures shall provide enough information 
to enable the Authorized Person or the Authorized Commission with which that Authorized 
Person is associated to determine whether additional Information Requests are appropriate.  The 
Office of the Interconnection will not make any written or electronic disclosures of confidential 
information to the Authorized Person pursuant to this Section 18.17.4(b).  In any such 
discussions, the Office of the Interconnection shall ensure that the individual or individuals 
receiving such confidential information are Authorized Persons as defined herein, orally 
designate confidential information that is disclosed, and refrain from identifying any specific 
Affected Member whose information is disclosed.  The Office of the Interconnection shall also 
be authorized to assist Authorized Persons in interpreting confidential information that is 
disclosed. The Office of the Interconnection shall provide any Affected Member with oral notice 
of any oral disclosure immediately, but not later than one (1) bBusiness dDay after the oral 
disclosure.  Such oral notice to the Affected Member shall include the substance of the oral 
disclosure, but shall not reveal any confidential information of any other Member and must be 
received by the Affected Member before the name of the Affected Member is released to the 
Authorized Person; provided however, disclosure of the identity of the Affected Party must be 
made to the Authorized Commission with which the Authorized Person is associated within two 
(2) bBusiness dDays of the initial oral disclosure. 
 
(c) As regards Information Requests: 
 

(i) Information Requests to the Office of the Interconnection and/or PJM 
Market Monitor by an Authorized Commission shall be in writing, which 
shall include electronic communications, addressed to the Office of the 
Interconnection, and shall: (a) describe the information sought in sufficient 
detail to allow a response to the Information Request; (b) provide a 
general description of the purpose of the Information Request; (c) state the 
time period for which confidential information is requested; and (d) re-
affirm that only Authorized Persons shall have access to the confidential 
information requested.  The Office of the Interconnection shall provide an 
Affected Member with written notice, which shall include electronic 



 

Page 533 

communication, of an Information Request by an Authorized Commission 
as soon as possible, but not later than two (2) bBusiness dDays after the 
receipt of the Information Request. 

 
(ii) Subject to the provisions of section (c)(iii), the Office of the 

Interconnection shall supply confidential information to the Authorized 
Commission in response to any Information Request within five (5) 
bBusiness dDays of the receipt of the Information Request, to the extent 
that the requested confidential information can be made available within 
such period; provided however, that in no event shall confidential 
information be released prior to the end of the fourth (4th) bBusiness dDay 
without the express consent of the Affected Member.  To the extent that 
the Office of the Interconnection cannot reasonably prepare and deliver 
the requested confidential information within such five (5) day period, it 
shall, within such period, provide the Authorized Commission with a 
written schedule for the provision of such remaining confidential 
information.  Upon providing confidential information to the Authorized 
Commission, the Office of the Interconnection shall either provide a copy 
of the confidential information to the Affected Member(s), or provide a 
listing of the confidential information disclosed; provided, however, that 
the Office of the Interconnection shall not reveal any Member’s 
confidential information to any other Member. 

 
(iii) Notwithstanding section (c)(ii), above, should the Office of the 

Interconnection or an Affected Member object to an Information Request 
or any portion thereof, any of them may, within four (4) bBusiness dDays 
following the Office of the Interconnection’s receipt of the Information 
Request, request, in writing, a conference with the Authorized 
Commission to resolve differences concerning the scope or timing of the 
Information Request; provided, however, nothing herein shall require the 
Authorized Commission to participate in any conference.  Any party to the 
conference may seek assistance from FERC staff in resolution of the 
dispute or terminate the conference process at any time.  Should such 
conference be refused or terminated by any participant or should such 
conference not resolve the dispute, then the Office of the Interconnection 
or the Affected Member may file a complaint with the Commission 
pursuant to Rule 206 objecting to the Information Request within ten (10) 
bBusiness dDays following receipt of written notice from any conference 
participant terminating such conference.  Any complaints filed at FERC 
objecting to a particular Information Request shall be designated by the 
party as a “fast track” complaint and each party shall bear its own costs in 
connection with such FERC proceeding. The grounds for such a complaint 
shall be limited to the following: (a) the Authorized Commission is no 
longer able to preserve the confidentiality of the requested information due 
to changed circumstances relating to the Authorized Commission’s ability 
to protect confidential information arising since the filing of or rejection of 
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a protest directed to the Authorized Commission’s Certification; (b) 
complying with the Information Request would be unduly burdensome to 
the complainant, and the complainant has made a good faith effort to 
negotiate limitations in the scope of the requested information; or (c) other 
exceptional circumstances exist such that complying with the Information 
Request would result in harm to the complainant.  There shall be a 
presumption that “exceptional circumstances,” as used in the prior 
sentence, does not include circumstances in which an Authorized 
Commission has requested wholesale market data (or PJM Market 
Monitor workpapers that support or explain conclusions or analyses) 
generated in the ordinary course and scope of the operations of the Office 
of the Interconnection and/or the PJM Market Monitor.  There shall be a 
presumption that circumstances in which an Authorized Commission has 
requested personnel files, internal emails and internal company memos, 
analyses and related work product constitute “exceptional circumstances” 
as used in the prior sentence.  If no complaint challenging the Information 
Request is filed within the ten (10) day period defined above, the Office of 
the Interconnection shall utilize its best efforts to respond to the 
Information Request promptly.  If a complaint is filed, and the 
Commission does not act on that complaint within ninety (90) days, the 
complaint shall be deemed denied and the Office of Interconnection shall 
use its best efforts to respond to the Information Request promptly.   

 
(iv) Any Authorized Commission may initiate appropriate legal action at 

FERC within ten (10) bBusiness dDays following receipt of information 
designated as “Confidential,” challenging such designation.  Any 
complaints filed at FERC objecting to the designation of information as 
“Confidential” shall be designated by the party as a “fast track” complaint 
and each party shall bear its own costs in connection with such FERC 
proceeding.  The party filing such a complaint shall be required to prove 
that the material disclosed does not merit “Confidential” status because it 
is publicly available from other sources or contains no trade secret or other 
sensitive commercial information (with “publicly available” not being 
deemed to include unauthorized disclosures of otherwise confidential 
data). 

 
(d) In the event of any breach of confidentiality of information disclosed pursuant to an 
Information Request by an Authorized Commission or Authorized Person: 
 

(i) The Authorized Commission or Authorized Person shall promptly notify 
the Office of the Interconnection, who shall, in turn, promptly notify any 
Affected Member of any inadvertent or intentional release, or possible 
release, of confidential information provided pursuant to this section. 

 
(ii) The Office of the Interconnection shall terminate the right of such 

Authorized Commission to receive confidential information under this 
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section upon written notice to such Authorized Commission unless: (i) 
there was no harm or damage suffered by the Affected Member; or (ii) 
similar good cause is shown.  Any appeal of the Office of the 
Interconnection’s and/or the PJM Market Monitor’s actions under this 
section shall be to FERC.  An Authorized Commission shall be entitled to 
reestablish its certification as set forth in Section 18.17.4(a) by submitting 
a filing with the Commission showing that it has taken appropriate 
corrective action.  If the Commission does not act upon an Authorized 
Commission's re-certification filing with sixty (60) days of the date of the 
filing, the re-certification shall be deemed approved and the Authorized 
Commission shall be permitted to receive confidential information 
pursuant to this section. 

 
(iii) The Office of the Interconnection and/or the Affected Member shall have 

the right to seek and obtain at least the following types of relief: (a) an 
order from FERC requiring any breach to cease and preventing any future 
breaches; (b) temporary, preliminary, and/or permanent injunctive relief 
with respect to any breach; and (c) the immediate return of all confidential 
information to the Office of the Interconnection. 

 
(iv) No Authorized Person or Authorized Commission shall have 

responsibility or liability whatsoever under this section for any and all 
liabilities, losses, damages, demands, fines, monetary judgments, 
penalties, costs and expenses caused by, resulting from, or arising out of 
or in connection with the release of confidential information to persons not 
authorized to receive it, provided that such Authorized Person is an agent, 
servant, employee or member of an Authorized Commission at the time of 
such unauthorized release.  Nothing in this Section (d)(iv) is intended to 
limit the liability of any person who is not an agent, servant, employee or 
member of an Authorized Commission at the time of such unauthorized 
release for any and all economic losses, damages, demands, fines, 
monetary judgments, penalties, costs and expenses caused by, resulting 
from, or arising out of or in connection with such unauthorized release. 

 
(v) Any dispute or conflict requesting the relief in section (d)(ii) or (d)(iii)(a) 

above, shall be submitted to FERC for hearing and resolution.  Any 
dispute or conflict requesting the relief in section (d)(iii)(c) above may be 
submitted to FERC or any court of competent jurisdiction for hearing and 
resolution. 

 
18.17.5 Disclosure to New York ISO and New York  ISO Market Advisor 

Concerning Facilities in PSE&G Zone.  
 
(a) Subject to the requirements of section 18.17.5(b), the Office of the Interconnection may 
release confidential information of Public Service Electric & Gas Company (“PSE&G”), 
Consolidated Edison Company of New York (“ConEd”), and their affiliates, and the confidential 
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information of any Member regarding generation and/or transmission facilities located within the 
PSE&G Zone to the New York Independent System Operator, Inc. (“New York ISO”), the 
market monitoring unit of the New York ISO and the New York ISO Market Advisor to the 
limited extent that the Office of the Interconnection or its Market Monitoring Unit determines 
necessary to carry out the responsibilities of the Office of the Interconnection, the New York ISO 
and the market monitoring units of the Office of the Interconnection and the New York ISO 
under FERC Opinion No. 476 (see Consolidated Edison Company v. Public Service Electric and 
Gas Company, et al., 108 FERC ¶ 61,120, at P 215 (2004)) to conduct joint investigations to 
ensure that gaming, abuse of market power, or similar activities do not take place with regard to 
power transfers under the contracts that are the subject of FERC Opinion No. 476. 
 
(b) The Office of the Interconnection may release a Member’s confidential information 
pursuant to section 18.17.5(a) to the New York ISO, the market monitoring unit of the New York 
ISO and the New York ISO Market Advisor only if the New York ISO, the market monitoring 
unit of the New York ISO and the New York ISO Market Advisor are subject to obligations 
limiting the disclosure of such information that are equivalent to or greater than the limitations 
on disclosure specified in this section 18.17.  Information received from the New York ISO, the 
market monitoring unit of the New York ISO, or the New York ISO Market Advisor under 
section 18.17.5(a) that is designated as confidential shall be protected from disclosure in 
accordance with this section 18.17. 
 
18.17.6 Disclosure of EMS Data to Transmission Owners on PJM EMS Terminal 
 
(a) While the Office of the Interconnection has overall power system reliability in the Office 
of the Interconnection region, Transmission Owners within the Office of the Interconnection 
region perform certain reliability functions with respect to their individual Transmission 
Facilities and distribution systems.  In order to facilitate reliable operations between the Office of 
the Interconnection and the Transmission Owners, the Office of the Interconnection may, 
without written authorization from any Member, install a read-only terminal in any Transmission 
Owner’s secure control room facility, with access to Office of the Interconnection’s Energy 
Management System (EMS) and its associated data transmission and generation data under the 
terms and conditions set forth in this section 18.17.6.   
 
(b) The data and information produced by the Office of the Interconnection’s EMS are 
confidential and/or commercially sensitive because it will display the real-time status of electric 
transmission lines and generation facilities, the disclosure of which could impact the market and 
the commercial interests of its participants.  In addition, the responsive information will contain 
detailed information about real-time grid conditions, transmission lines, power flows, and 
outages, which may fall within the definition of Critical Energy Infrastructure Information 
(CEII) as set forth in 18 CFR § 388.112.  The Office of the Interconnection shall not release any 
generator cost, price or other market information without written authorization pursuant to 
section § 18.17.1 (c) supra unless otherwise provided for under this Agreement.  The only 
generator information that will be made available on the read-only PJM EMS terminal is real-
time MW/MVAR output and Minimum/Maximum MW Range. 
 



 

Page 537 

(c) The confidential or CEII information provided to the Transmission Owner on a read-only 
PJM EMS terminal shall only be held in the secure control room facility of the Transmission 
Owner.  Such data shall be used for informational and operational purposes within the control 
room by Transmission Function employees as defined in the FERC’s rules and regulations, 18 
C.F.R. § 358.3 (j).  No “screen-scraping” or other data transfer of information from the read-only 
terminal to other Transmission Owner systems or databases shall be permitted.  No storage of 
information from the read-only terminal shall be permitted.  The data shall be held confidential 
within the transmission function environment and not be disclosed to other personnel within the 
Transmission Owners’ company, subsidiaries, marketing organizations, energy affiliates or 
independent third parties.  The Transmission Owner may use the confidential or CEII 
information only for the purpose of performing Transmission Owner’s reliability function and 
shall not otherwise use the confidential information for its own benefit or for the benefit of any 
other person.   
 
(d) In the event of any breach: 
 

(i) The Transmission Owners shall promptly notify the Office of the 
Interconnection, which shall, in turn, promptly notify FERC and any 
Affected Member(s) of any inadvertent or intentional release, or possible 
release, of confidential or CEII information disclosed as provided above. 

 
(ii) The Office of the Interconnection shall terminate all rights of the 

Transmission Owner to receive confidential or CEII information as 
provided in this section 18.17.6; provided, however, that the Office of the 
Interconnection may restore a Transmission Owners’ status after 
consulting with the Affected Member(s) and to the extent that: (a) the 
Office of the Interconnection determines that the disclosure was not due to 
the intentional, reckless or negligent action or omission of the Authorized 
Person; (b) there were no harm or damages suffered by the Affected 
Member(s); or (c) similar good cause shown. Any appeal of the Office of 
the Interconnection’s actions under this section shall be to FERC. 

 
(iii) The Office of the Interconnection and/or the Affected Member(s) shall 

have the right to seek and obtain at least the following types of relief: (a) 
an order from FERC requiring any breach to cease and preventing any 
future breaches; (b) temporary, preliminary, and/or permanent injunctive 
relief and/or damages with respect to any breach; and (c) the immediate 
return of all confidential or CEII information to the Office of the 
Interconnection. 

 
(iv) Any dispute or conflict requesting the relief in section (d)(ii) or (d)(iii)(a) 

above, shall be submitted to FERC for hearing and resolution.  Any 
dispute or conflict requesting the relief in section (d)(iii)(b) and (c) above 
may be submitted to FERC or any court of competent jurisdiction for 
hearing and resolution. 
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18.17.7 Disclosure of Generator Data to Transmission Owners 
 
(a) In order to facilitate reliable operations between the Office of the Interconnection and the 
Transmission Owners, the Office of the Interconnection may, without written authorization from 
any Member, provide to each Transmission Owner upon the Transmission Owner’s request the 
following confidential generator information for any generator that: (1) is or will be modeled 
within the Transmission Owner’s energy management system; or (2) is providing Black Start 
Service to the Transmission Owner: 
 

(i) real-time unit status; 
 
(ii) real-time megawatt output; 
 
(iii) real-time megavolt amperes reactive (“MVAR”); 
 
(iv) the start date, start time, stop date, and stop time for the unit’s scheduled 

outages; and 
 
(v) the unit’s reactive capability curve. 

 
 The Office of the Interconnection will provide such data only where it possesses such 
data.  The Office of the Interconnection shall provide this confidential information only to 
transmission function employees, as transmission function employee is defined in section 18 
C.F.R. § 358 of the FERC rules and regulations. 
 
(b) A Transmission Owner may only use the generator data provided under section 
18.17.7(a) above for the purpose of executing the Transmission Owner’s reliability function and 
transmission function, as transmission function is defined in section 18 C.F.R. § 358 of the 
FERC rules and regulations, and shall not otherwise use the confidential information for its own 
benefit or the benefit of any other person.  A Transmission Owner may disclose the generator 
data obtained under section 18.17.7(a) above only to the Transmission Owner’s transmission 
function employees whose access to such data is necessary to perform the Transmission Owner’s 
transmission functions.  Transmission Owners shall not disclose the generator data obtained 
under section 18.17.7(a) above to any person, including marketing function employees as 
defined in section 18 C.F.R. § 358 of the FERC rules and regulations, except as permitted under 
this section 18.17.7 of this Agreement.   
 
(c) Each Transmission Owner shall protect and keep confidential all the information it 
receives from the Office of the Interconnection pursuant to this section 18.17.7.  It may, copy, 
post, distribute, disclose or disseminate the data obtained pursuant to section 18.17.7(a) above 
only in the following manner.  Each Transmission Owner may make a limited number of copies 
of written or electronic materials to enable the Transmission Owner to adequately use the 
information obtained pursuant to section 18.17.7(a) above within the terms and conditions of this 
section of this Agreement.  If the Transmission Owner prints or electronically conveys any 
information in obtained pursuant to section 18.17.7(a) above, it shall protect each copy in 
accordance with this section 18.17.7 and mark each copy as “Confidential Information.”   
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(d) The Transmission Owner shall destroy all information obtained under section 18.17.7(a) 
above upon the completion of the use of such information for the purpose of performing 
Transmission Owner’s transmission functions, as transmission functions is defined in section 18 
C.F.R. § 358 of the FERC rules and regulations.  
 
(e) A Transmission Owner shall be responsible for the breach of this section 18.17.7 by any 
of its employees or representatives.  In the event of any breach by the Transmission Owner of 
this section 18.17.7 by any of its employees or representatives, section 18.17.6(d) shall apply to 
the release of the confidential information.
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1.5A Economic Load Response Participant. 
 
As used in this section 1.5A, the term “end-use customer” refers to an individual location or 
aggregation of locations that consume electricity as identified by a unique electric distribution 
company account number. 
 
1.5A.1 Qualification. 
 
A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment 
Service Provider that has the ability to cause a reduction in demand as metered on an electric 
distribution company account basis (or for non-interval metered residential Direct Load Control 
customers, as metered on a statistical sample of electric distribution company accounts utilizing 
current data, as described in the PJM Manuals)or has an On-Site Generator that enables demand 
reduction may become an Economic Load Response Participant by complying with the 
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other 
applicable federal, state and local regulatory entities together with this section 1.5A including, 
but not limited to, section 1.5A.3.  A Member or Special Member may aggregate multiple 
individual end-use customer sites to qualify as an Economic Load Response Participant, subject 
to the requirements of Section 1.5A.10. 
 
1.5A.2 Special Member. 
 
Entities that are not Members and desire to participate solely in the Real-time Energy Market by 
reducing demand may become a Special Member by paying an annual membership fee of $500 
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed 
$5,000 in a calendar year.  For entities that become Special Members pursuant to this section, the 
following obligations are waived:  (1) the $1,500 membership application fee set forth in section 
1.4.3 of this Agreement; (ii) liability under section 15.2 of this Agreement for Member defaults; 
(iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control center 
coverage.  In addition, such Members shall not have voting privileges in committees or sector 
designations, and shall not be permitted to form user groups.  On January 1 of a calendar year, a 
Special Member under this section, at its sole election, may become a Member rather than a 
Special Member subject to all rules governing being a Member, including regular application and 
membership fee requirements. 
 
1.5A.3 Registration. 
 
1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services 
Market, Economic Load Response Participants must complete either the Economic Load 
Response or Economic Load Response Regulation Only Registration Form posted on the Office 
of the Interconnection’s website and submit such form to the Office of the Interconnection for 
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set 
forth in the PJM Manuals.  Notwithstanding the below sub-provisions, Economic Load Response 
Regulation Only registrations and Economic Load Response residential customer registrations 
not participating in the Day-ahead Energy Market will not require the identification of the 
relevant Load Serving Entity, nor will such relevant Load Serving Entity be notified of such 
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registration or requested to verify such registration.  All other below sub-provisions apply 
equally to Economic Load Response Regulation Only registrations , and Economic Load 
Response residential customer registrations not participating in the Day-ahead Energy Market,as 
well as Economic Load Response registrations. 
 
 a. For end-use customers of an electric distribution company that distributed more 
than 4 million MWh in the previous fiscal year: 
 

i. After confirming that an entity has met all of the qualifications to be an Economic 
Load Response Participant, the Office of the Interconnection shall notify the relevant 
electric distribution company or Load Serving Entity, as determined based upon the type 
of registration submitted (i.e., either an Economic Load Response registration, Economic 
Load Response residential customer registrations not participating in the Day-ahead 
Energy Market, or an Economic Load Response Regulation Only registration), of an 
Economic Load Response Participant’s registration and request verification as to whether 
the load that may be reduced is subject to another contractual obligation or to laws or 
regulations of the Relevant Electric Retail Regulatory Authority that prohibit or condition 
the end-use customer’s participation in PJM’s Economic Load Response Program.  The 
relevant electric distribution company or Load Serving Entity shall have ten bBusiness 
dDays to respond.  A relevant electric distribution company or Load Serving Entity 
which seeks to assert that the laws or regulations of the Relevant Electric Retail 
Regulatory Authority prohibit or condition (which condition the electric distribution 
company or Load Serving Entity asserts has not been satisfied) the end-use customer's 
participation in PJM’s Economic Load Response program shall provide to PJM, within 
the referenced ten bBusiness dDay review period, either:  (a) an order, resolution or 
ordinance of the Relevant Electric Retail Regulatory Authority prohibiting or 
conditioning the end-use customer's participation, (b) an opinion of the Relevant Electric 
Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or 
law prohibiting or conditioning the end-use customer's participation, or (c) an opinion of 
the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
Authority, attesting to the existence of a regulation or law prohibiting or conditioning the 
end-use customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution company or 
Load Serving Entity within the referenced ten bBusiness dDay review period, the Office 
of the Interconnection shall assume that the load to be reduced is not subject to other 
contractual obligations or to laws or regulations of the Relevant Electric Retail 
Regulatory Authority that prohibit or condition the end-use customer’s participation in 
PJM’s Economic Load Response Program, and the Office of the Interconnection shall 
accept the registration, provided it meets the requirements of this section 1.5A. 

 
 b. For end-use customers of an electric distribution company that distributed 4 
million MWh or less in the previous fiscal year: 
 

i. After confirming that an entity has met all of the qualifications to be an Economic 
Load Response Participant, the Office of the Interconnection shall notify the relevant 
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electric distribution company or Load Serving Entity, as determined based upon the type 
of registration submitted (i.e., either an Economic Load Response registration , Economic 
Load Response residential customer registrations not participating in the Day-ahead 
Energy Market, or an Economic Load Response Regulation Only registration), of an 
Economic Load Response Participant’s registration and request verification as to whether 
the load that may be reduced is permitted to participate in PJM’s Economic Load 
Response Program.  The relevant electric distribution company or Load Serving Entity 
shall have ten bBusiness dDays to respond.  If the relevant electric distribution company 
or Load Serving Entity verifies that the load that may be reduced is permitted or 
conditionally permitted (which condition the electric distribution company or Load 
Serving Entity asserts has  been satisfied) to participate in the Economic Load Response 
Program, then the electric distribution company or the Load Serving Entity must provide 
to the Office of the Interconnection within the referenced ten bBusiness dDay review 
period evidence from the Relevant Electric Retail Regulatory Authority permitting or 
conditionally permitting the Economic Load Response Participant to participate in the 
Economic Load Response Program.  Evidence from the Relevant Electric Retail 
Regulatory Authority permitting the Economic Load Response Participant to participate 
in the Economic Load Response Program shall be in the form of either: (a) an order, 
resolution or ordinance of the Relevant Electric Retail Regulatory Authority permitting or 
conditionally permitting the end-use customer's participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the existence of 
a regulation or law permitting or conditionally permitting the end-use customer's 
participation, or (c) an opinion of the state Attorney General, on behalf of the Relevant 
Electric Retail Regulatory Authority, attesting to the existence of a regulation or law 
permitting or conditionally permitting the end-use customer's participation. 
 
ii. In the absence of a response from the relevant electric distribution company or 
Load Serving Entity within the referenced ten bBusiness dDay review period, the Office 
of the Interconnection shall reject the registration.  If it is able to do so in compliance 
with section 1.5A hereof, including section 1.5A.3, the Economic Load Response 
Participant may submit a new registration for consideration if a prior registration has 
been rejected pursuant to this subsection.  

 
2. In the event that the end-use customer is subject to another contractual obligation, special 
settlement terms may be employed to accommodate such contractual obligation.  The Office of 
the Interconnection shall notify the end-use customer or appropriate Curtailment Service 
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic 
Load Response Participant has or has not met the requirements of this section 1.5A.  An end-use 
customer that desires not to be simultaneously registered to reduce demand under the Emergency 
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
day advance notice to the Office of the Interconnection, may switch its registration for reducing 
demand, if it has been registered to reduce load for 15 consecutive days under its current 
registration. 
 
1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009 
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1. For end-use customers of an electric distribution company that distributed more than 4 
million MWh in the previous fiscal year: 
 
 a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale 
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC ¶ 61,059 
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority 
law or regulation prohibiting or conditioning (which condition the electric distribution company 
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in 
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s 
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be 
deemed to be terminated upon an electric distribution company or Load Serving Entity 
submitting to the Office of the Interconnection either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s 
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel 
attesting to the existence of a regulation or law prohibiting or conditioning the end-use 
customer’s participation, or (c) an opinion of the state Attorney General, on behalf of the 
Relevant Electric Retail Regulatory Authority, attesting to the existence of a regulation or law 
prohibiting or conditioning the end-use customer’s participation. 
 

i. For registrations terminated pursuant to this section, all Economic Load Response 
Participant activity incurred prior to the termination date of the registration shall be 
settled by PJMSettlement in accordance with the terms and conditions contained in the 
PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 
2. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
 
 a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing 
Economic Load Response Participant’s registration submitted to the Office of the 
Interconnection prior to August 28, 2009, will be deemed to be terminated unless an electric 
distribution company or Load Serving Entity verifies that the existing registration is permitted or 
conditionally permitted (which condition the electric distribution company or Load Serving 
Entity asserts has been satisfied) to participate in the Economic Load Response Program and 
provides evidence to the Office of the Interconnection documenting that the permission or 
conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail 
Regulatory Authority.  If the electric distribution company or Load Serving Entity verifies that 
the existing registration is permitted or conditionally permitted (which condition the electric 
distribution company or Load Serving Entity asserts has been satisfied) to participate in the 
Economic Load Response Program, then, within ten bBusiness dDays of verifying such 
permission or conditional permission, the electric distribution company or Load Serving Entity 
must provide to the Office of the Interconnection evidence from the Relevant Electric Retail 
Regulatory Authority permitting or conditionally permitting the Economic Load Response 
Participant to participate in the Economic Load Response Program.  Evidence from the Relevant 
Electric Retail Regulatory Authority permitting or conditionally permitting the Economic Load 
Response Participant to participate in the Economic Load Response Program shall be in the form 
of either: (a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory 
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Authority permitting or conditionally permitting the end-use customer’s participation, (b) an 
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the 
existence of a regulation or law permitting or conditionally permitting the end-use customer’s 
participation, or (c) an opinion of the state Attorney General, on behalf of the Relevant Electric 
Retail Regulatory Authority, attesting to the existence of a regulation or law permitting or 
conditionally permitting the end-use customer’s participation. 
 

i. For registrations terminated pursuant to this section, all Economic Load Response 
Participant activity incurred prior to the termination date of the registration shall 
be settled by PJMSettlement in accordance with the terms and conditions 
contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 
3. All registrations submitted to the Office of the Interconnection on or after August 28, 
2009, including requests to extend existing registrations, will be processed by the Office of the 
Interconnection in accordance with the provisions of section 1.5A, including section 1.5A.3. 
 
1.5A.3. 02 Economic Load Response Regulation Only Registrations. 
 
An Economic Load Response Regulation Only registration allows end-use customer 
participation in the Regulation market only, and may be submitted by a Curtailment Service 
Provider that is different than the Curtailment Service Provider that submits an Emergency Load 
Response Program registration, Pre-Emergency Load Response Program registration or 
Economic Load Response registration for the same end-use customer. An end-use customer that 
is registered as Economic Load Response Regulation Only shall not be permitted to register 
and/or participate in any other Ancillary Service markets at the same time, but may have a 
second, simultaneously existing Economic Load Response registration to participate in the PJM 
Interchange Energy Market as set forth in the PJM Manuals. 
 
1.5A.4 Metering and Electronic Dispatch Signal. 
 
a) The Curtailment Service Provider is responsible for ensuring that end-use customers have 
metering equipment that provides integrated hourly kWh values on an electric distribution 
company account basis. For non-interval metered residential customers not participating in the 
pilot program under section 1.5A.7, the Curtailment Service Provider must ensure that a 
representative sample of residential customers has metering equipment that provides integrated 
hourly kWh values on an electric distribution company account basis, as set forth in the PJM 
Manuals.  The metering equipment shall either meet the electric distribution company 
requirements for accuracy, or have a maximum error of two percent over the full range of the 
metering equipment (including potential transformers and current transformers) and the metering 
equipment and associated data shall meet the requirements set forth herein and in the PJM 
Manuals.  End-use customer reductions in demand must be metered by recording integrated 
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and 
comparing actual metered load to its Customer Baseline Load, calculated pursuant to section 
3.3A of this Schedule, or on an alternative metering basis approved by the Office of the 
Interconnection and agreed upon by all relevant parties, including any Curtailment Service 
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Provider, electric distribution company and end-use customer.  To qualify for compensation for 
such load reductions that are not metered directly by the Office of the Interconnection, hourly 
data reflecting meter readings for each day during which the load reduction occurred and all 
associated days to determine the reduction must be submitted to the Office of the Interconnection 
in accordance with the PJM Manuals within 60 days of the load reduction. 
 
Curtailment Service Providers that have end-use customers that will participate in the Regulation 
market may be permitted to use Sub-metered load data instead of load data at the electric 
distribution company account number level for Regulation measurement and verification as set 
forth in the PJM Manuals and subject to the following:  
 

a. Curtailment Service Providers, must clearly identify for the Office of the 
Interconnection all electrical devices that will provide Regulation and identify all 
other devices used for similar processes within the same Location that will not 
provide Regulation.  The Location must contribute to management of frequency 
control on the PJM electric grid or PJM shall deny use of Sub-metered load data 
for the Location. 

 
b. If the registration to participate in the Regulation market contains an aggregation 

of Locations, the relevant Curtailment Service Provider will provide the Office of 
the Interconnection with load data for each Location’s Sub-meter through an 
after-the-fact load data submission process.   
 

c. The Office of the Interconnection may conduct random, unannounced audits of all  
Locations that are registered to participate in the Regulation market to ensure that 
devices that are registered by the Curtailment Service Providers as providing  
Regulation service are not otherwise being offset by a change in usage of other 
devices within the same Location. 

 
d. The Office of the Interconnection may suspend the Regulation market activity of 

Economic Load Response Participants, including Curtailment Service Providers, 
that do not comply with the Economic Load Response and Regulation market 
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the 
matter to the Independent Market Monitor and/or the Federal Energy Regulatory 
Commission Office of Enforcement.  

 
b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that 
Economic Load Response Participants maintain, the capability to receive and act upon an 
electronic dispatch signal from the Office of the Interconnection in accordance with any 
standards and specifications contained in the PJM Manuals. 
 
1.5A.5 On-Site Generators. 
 
An Economic Load Response Participant that intends to use an On-Site Generator for the 
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent 
to the Office of the Interconnection in writing that it holds all necessary environmental permits 



 

Page 546 

applicable to the operation of the On-Site Generator.  Unless notified otherwise, the Office of the 
Interconnection shall deem such representation applies to each time the On-Site Generator is 
used to reduce demand to enable participation in the PJM Interchange Energy Market and that 
the On-Site Generator is being operated in compliance with all applicable permits, including any 
emissions, run-time limits or other operational constraints that may be imposed by such permits. 
 
1.5A.6  Variable-Load Customers. 
 
The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days 
provided by the Market Participant in the registration process; provided, however, that any 
alternative means of making such determination when 60 days of data is not available shall be 
subject to review and approval by the Office of the Interconnection and provided further that 60 
days of hourly load data shall not be required on an individual customer basis for non-interval 
metered residential or Small Commercial Customers that provide Economic Load Response 
through a direct load control program under which an electric distribution company, Load 
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any 
action by such customer to reduce load.  Non-Variable Loads shall be those for which the 
Customer Baseline Load calculation and adjustment methods prescribed by sections 3.3A.2 and 
3.3A.3 result in a relative root mean square hourly error of twenty percent or less compared to 
the actual hourly loads based on the hourly load data provided in the registration process and 
using statistical methods prescribed in the PJM Manuals.  All other loads shall be Variable 
Loads. 
 
1.5A.7 Non-Hourly Metered Customer Pilot. 
 
Non-hourly metered customers may participate in the PJM Interchange Energy Market as  
Economic Load Response Participants on a pilot basis under the following circumstances.  The 
Curtailment Service Provider or PJM must propose an alternate method for measuring hourly 
demand reductions.  The Office of the Interconnection shall approve alternate measurement 
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection 
(“Pilot Period”).  Demand reductions by non-hourly metered customers using alternate 
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of 
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program 
and the PJM Interchange Energy Market or Synchronized Reserve market.  With the sole 
exception of the requirement for hourly metering as set forth in Section 1.5A.4 of this Schedule, 
non-hourly metered customers that qualify as Economic Load Response Participants pursuant to 
this section 1.5A.7 shall be subject to the rules and procedures for participation by Economic 
Load Response Participants in the PJM Interchange Energy Market, including, without 
limitation, the Net Benefits Test and the requirement for dispatch by the Office of the 
Interconnection.  Following completion of a Pilot Period, the alternate method shall be evaluated 
by the Office of the Interconnection to determine whether such alternate method should be 
included in the PJM Manuals as an accepted measurement mechanism for demand reductions in 
the PJM Interchange Energy Market.  
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1.5A.8 Batch Load Demand Resource Provision of Synchronized Reserve or Day-ahead 
Scheduling Reserves. 
 
(a) A Batch Load Demand Resource may provide Synchronized Reserve or Day-ahead 
Scheduling Reserves in the PJM Interchange Energy Market provided it has pre-qualified by 
providing the Office of the Interconnection with documentation acceptable to the Office of the 
Interconnection that shows six months of one minute incremental load history of the Batch Load 
Demand Resource, or in the event such history is unavailable, other such information or data 
acceptable to the Office of the Interconnection to demonstrate that the resource meets the 
definition of “Batch Load Demand Resource” pursuant to section 1.3.1A.001 of this Schedule.  
This requirement is a one-time pre-qualification requirement for a Batch Load Demand 
Resource. 
 
(b) Batch Load Demand Resources may provide up to 20 percent of the total system-wide 
PJM Synchronized Reserve requirement in any hour, or up to 20 percent of the total system-wide 
Day-ahead Scheduling Reserves requirement in any hour; provided, however, that in the event 
the Office of the Interconnection determines in its sole discretion that satisfying 20 percent of 
either such requirement from Batch Load Demand Resources is causing or may cause a 
reliability degradation, the Office of the Interconnection may reduce the percentage of either 
such requirement that may be satisfied by Batch Load Demand Resources in any hour to as low 
as 10 percent.  This reduction will be effective seven days after the posting of the reduction on 
the PJM website.  Notwithstanding anything to the contrary in this Agreement, as soon as 
practicable, the Office of the Interconnection unilaterally shall make a filing under section 205 of 
the Federal Power Act to revise the rules for Batch Load Demand Resources so as to continue 
such reduction.  The reduction shall remain in effect until the Commission acts upon the Office 
of the Interconnection’s filing and thereafter if approved or accepted by the Commission.  
 
(c) A Batch Load Demand Resource that is consuming energy at the start of a Synchronized 
Reserve Event, or, if committed to provide Day-ahead Scheduling Reserves, at the time of a 
dispatch instruction from the Office of the Interconnection to reduce load, shall respond to the 
Office of the Interconnection’s calling of a Synchronized Reserve Event, or to such instruction to 
reduce load, by reducing load as quickly as it is capable and by keeping its consumption at or 
near zero megawatts for the entire length of the Synchronized Reserve Event following the 
reduction, or, in the case of Day-ahead Scheduling Reserves, until a dispatch instruction that load 
reductions are no longer required.  A Batch Load Demand Resource that has reduced its 
consumption of energy for its production processes to minimal or zero megawatts before the start 
of a Synchronized Reserve Event (or, in the case of Day-ahead Scheduling Reserves, before a 
dispatch instruction to reduce load) shall respond to the Office of the Interconnection’s calling of 
a Synchronized Reserve Event (or such instruction to reduce load) by reducing any load that is 
present at the time the Synchronized Reserve Event is called (or at the time of such instruction to 
reduce load) as quickly as it is capable, delaying the restart of its production processes, and 
keeping its consumption at or near zero megawatts for the entire length of the Synchronized 
Reserve Event following any such reduction (or, in the case of Day-ahead Scheduling Reserves, 
until a dispatch instruction that load reductions are no longer required).  Failure to respond as 
described in this section shall be considered non-compliance with the Office of the 
Interconnection’s dispatch instruction associated with a Synchronized Reserve Event, or as 
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applicable, associated with an instruction to a resource committed to provide Day-ahead 
Scheduling Reserves to reduce load. 
 
1.5A.9 Day-ahead and Real-time Energy Market Participation. 
 
Economic Load Response Participants shall be compensated under section 3.3A.5 and 3.3A.6 
only if they participate in the Day-ahead or Real-time Energy Markets as a dispatchable 
resource. 
 
1.5A.10 Aggregation for Economic Load Response Registrations. 
 
The purpose for aggregation is to allow the participation of End-Use Customers in the Energy 
Market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis or can provide less than 0.1 
megawatt of demand response in the Day-Ahead Scheduling Reserve, Synchronized Reserve or 
Regulation  markets when they currently have no alternative opportunity to participate on an 
individual basis. Aggregations pursuant to Section 1.5A.1 shall be subject to the following 
requirements: 
 

i. All End-Use Customers in an aggregation shall be specifically identified; 
 
ii. All End-Use Customers in an aggregation shall be served by the same electric 

distribution company or Load Serving Entity where the electric distribution 
company is the Load Serving Entity for all End-Use Customers in the 
aggregation.  Residential customers that are part of an aggregate that does not 
participate in the Day- Ahead Energy Market do not need to share the same Load 
Serving Entity.  If the aggregation will provide Synchronized Reserves, all 
customers in the aggregation must also be part of the same Synchronized Reserve 
sub-zone; 

 
iii. All End-Use Customers in an aggregation that settle at Transmission Zone, 

existing load aggregate,  or node prices shall be located in the same Transmission 
Zone, existing load aggregate or at the same node, respectively;  

 
iv.  A single CBL for the aggregation shall be used to determine settlements pursuant 

to Sections 3.3A.5 and 3.3A.6;  
 
v. If the aggregation will only provide energy to the market then only one End-Use 

Customer within the aggregation shall have the ability to reduce more than 0.099 
megawatt of load unless the Curtailment Service Provider, Load Serving Entity 
and PJM approve. If the aggregation will provide an Ancillary Service to the 
market then only one End-Use Customer within the aggregation shall have the 
ability to reduce more than 0.099 megawatt of load unless the Curtailment Service 
Provider, Load Serving Entity and PJM approve; 
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vi. Each End-Use Customer site must meet the requirements for market participation 
by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for energy or the 0.1 megawatt minimum load reduction requirement 
for Ancillary Services; and 

 
vii. An End-Use Customer’s participation in the Energy and Ancillary Services 

markets shall be administered under one economic registration. 
 

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations 
The purpose for aggregation is to allow the participation of end-use customers in the Regulation 
market that can provide less than 0.1 megawatt of demand response when they currently have no 
alternative opportunity to participate on an individual basis. Aggregations pursuant to Section 
1.5A.1 shall be subject to the following requirements: 
 

i. All end-use customers in an aggregation shall be specifically identified; 
ii. All end-use customers in the aggregation must be served by the same electric 

distribution company and must also be part of the same Transmission Zone; and  
iii. Each end-use customer site must meet the requirements for market participation 

by a demand resource except for the 0.1 megawatt minimum load reduction 
requirement for Regulation service. 

 
 
1.5A.11 Reporting 
 
(a) PJM will post on its website a report of demand response activity, and will provide a 
summary thereof to the PJM Markets and Reliability Committee on an annual basis. 
 
(b) As PJM receives evidence from the electric distribution companies or Load Serving 
Entities pursuant to section 1.5A.3, PJM will post on its website a list of those Relevant Electric 
Retail Regulatory Authorities that the electric distribution companies or Load Serving Entities 
assert prohibit or condition retail participation in PJM’s Economic Load Response Program 
together with a corresponding reference to the Relevant Electric Retail Regulatory Authority 
evidence that is provided to PJM by the electric distribution companies or Load Serving Entities.
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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 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 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. 
 
(a) In performing 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 each Applicable Regional Entity, (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 
PJM 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 
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 
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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 and 
PJMSettlement 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 interruption of load, Price Responsive Demand, Demand Resources, 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.  Market 
Participants that request additional information or communications system access or connections 
beyond those which are required by the Office of the Interconnection for reliability in the 
operation of the LLC or the Office of the Interconnection, including but not limited to PJMnet or 
Internet SCADA connections, shall be solely responsible for the cost of such additional access 
and connections and for purchasing, leasing, installing and maintaining any associated facilities 
and equipment, which shall remain the property of the Market Participant. 
 
(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 and PJMSettlement 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. 
 
(f) 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 
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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, 
however, no Market Participant shall be required to take any action that is inconsistent with 
Good Utility Practice or applicable law. 
 
(g) 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 PJM Manuals. 
 
 (h) 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 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. 
 
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, and as may be further described in the PJM Manuals, 
for the scheduling and completion of transactions in the PJM Interchange Energy Market and the 
maintenance of the reliable operation of the PJM Region, and shall be sufficient to enable (i) a 
Market Seller or an Economic Load Response Participant to perform all 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.  
 
(a) 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 (taking into account any reductions to such requirements in accordance with PRD 
Curves properly submitted by PRD Providers), 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 
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the Joint Operating Agreement between the Midwest Independent Transmission System 
Operator, Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), the Joint 
Operating Agreement Among and Between New York Independent System Operator Inc. and 
PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 45), 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 PJM 
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 in an hour, shall be calculated by the Office of 
the Interconnection, and collected by PJMSettlement, and the revenues therefrom shall be 
disbursed by PJMSettlement 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.  PJMSettlement shall not be a contracting party with respect to such self-
scheduled or self-supplied transactions. 
 
1.7.9 Delivery to an External Market Buyer. 
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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 PJM 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. 
 
(a) Bilateral Transactions. 
 

(i) 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 InSchedule and ExSchedule tools.   

 
(ii) 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 PJM 
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 or 
be construed to define PJMSettlement as a contracting party to any 
bilateral transactions between Market Participants. 

 
(iii)  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)  All payments and related charges for the energy associated with a bilateral 

contract shall be arranged between the parties to the bilateral contract and 
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shall not be billed or settled by the Office of the Interconnection or 
PJMSettlement.   The LLC, PJMSettlement, and the Members will not 
assume financial responsibility for the failure of a party to perform 
obligations owed to the other party under 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, 

PJMSettlement, 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 
PJMSettlement by the seller under the bilateral contract, as determined by 
the Office of the Interconnection. Upon any default in obligations to the 
LLC or PJMSettlement by a Market Participant, the Office of the 
Interconnection shall (i) not accept any new InSchedule or ExSchedule 
reporting by the Market Participant and (ii) terminate all of the Market 
Participant’s InSchedules and ExSchedules 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 
InSchedules and ExSchedules associated with bilateral contracts between 
buyer and seller previously reported to the Office of the Interconnection.  
PJMSettlement 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 PJMSettlement 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 Dynamic Transfers pursuant to Section 1.12 and that are curtailed or interrupted for any 
reason (except for curtailments or interruptions through 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 from the 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. 



 

Page 556 

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

(i) 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 of a 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. 

 
(ii) 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.  In the 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 II of 
the PJM 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 
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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. 
 
(a)  The Office of the Interconnection, with the assistance of the Members’ dispatchers as it 
may request, shall be responsible for monitoring the operation of the PJM 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 Entity 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 and PJMSettlement 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 in a Control Zone solely to address capacity deficiencies in another 
Control Zone.  This subsection shall be implemented consistent with the North American 
Electric Reliability Council and applicable reliability council standards. 
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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, and for additional 
services they request from the LLC, PJMSettlement or the Office of the Interconnection that are 
not required for the operation of the LLC or 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 PJM 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 conform and comply with this Agreement, NERC operating policies, and 
Applicable Regional Entity 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 
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 of the 
Interconnection Control Center, and each Market Participant hereby consents to such recording. 
 
1.7.17 Operating Reserves. 
 
(a) 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 
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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 in the PJM Manuals.  Reserve levels are probabilistically determined based on the 
season’s historical load forecasting error and forced outage rates. 
 
(c) 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 II.B of Attachment M - Appendix.  A nuclear generation 
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. 
 
(d) PJMSettlement shall be the Counterparty to the purchases and sales of Operating Reserve 
in the PJM Interchange Energy Market. 
 
1.7.18 Regulation. 
 
(a) 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 PJM 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.  
 
(c) The Regulation range of a generation unit or demand resource shall be at least twice the 
amount of Regulation assigned as described in the PJM Manuals. 
 
(d) A resource capable of automatic energy dispatch that is also providing Regulation shall 
have its energy dispatch range reduced by at least twice the amount of the Regulation provided 
with consideration of the Regulation limits of that resource, as specified in the PJM Manuals. 
 
(e) Qualified Regulation must satisfy the measurement and 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 
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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. 
 
(a) Synchronized Reserve can be supplied from non-emergency generation resources and/or 
Demand Resources located within the metered boundaries of the PJM Region.  All on-line non-
emergency generation resources providing energy are deemed to be available to provide Tier 1 
Synchronized Reserve and Tier 2 Synchronized Reserve to the Office of the Interconnection, as 
applicable to the capacity resource’s capability to provide these services.  During periods for 
which the Office of the Interconnection has issued a Primary Reserve Warning, Voltage 
Reduction Warning or Manual Load Dump Warning as described in Section 2.5(d) below, all 
other non-emergency generation capacity resources available to provide energy shall have 
submitted offers for Tier 2 Synchronized Reserves. 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, the Operating 
Agreement and PJM Tariff. 
 
(b) The Office of the Interconnection shall obtain and maintain for each Reserve Zone and 
Reserve Sub-zone an amount of Primary and Synchronized Reserve equal to the respective 
Primary and Synchronized Reserve objectives for such Reserve Zone and Reserve Sub-zone, as 
specified in the PJM Manuals.  The Office of the Interconnection shall create additional Reserve 
Zones or Reserve Sub-zones to maintain the required amount of reserves in a specific geographic 
area of the PJM Region as needed for system reliability.  Such needs may arise due to planned 
and unplanned system events that limit the Office of the Interconnection’s ability to deliver 
reserves to specific geographic area of the PJM Region where reserves are required.   
 
(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. 
 
1.7.19A.01 Non-Synchronized Reserve. 
 
(a) Non-Synchronized Reserve shall be supplied from generation resources located within 
the metered boundaries of the PJM Region.  Resources, the entire output of which has been 
designated as emergency energy, and resources that aren’t available to provide energy, are not 
eligible to provide Non-Synchronized Reserve.  All other non-emergency generation capacity 
resources available to provide energy shall also be available to provide Non-Synchronized 
Reserve, as applicable to the capacity resource’s capability to provide these services.  Generating 
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Market Buyers and Market Sellers offering Non-Synchronized Reserve shall comply with 
applicable standards and requirements for Non-Synchronized Reserve capability and dispatch 
specified in the PJM Manuals, the Operating Agreement and PJM Tariff. 
 
(b) The Office of the Interconnection shall obtain and maintain for each Reserve Zone and 
Reserve Sub-zone an amount of Non-Synchronized Reserve such that the sum of the 
Synchronized Reserve and Non-Synchronized Reserve meets the Primary Reserve objective for 
such Reserve Zone and Reserve Sub-zone, as specified in the PJM Manuals.  The Office of the 
Interconnection shall create additional Reserve Zones or Reserve Sub-zones to maintain the 
required amount of reserves in a specific geographic area of the PJM Region as needed for 
system reliability.  Such needs may arise due to planned and unplanned system events that limit 
the Office of the Interconnection’s ability to deliver reserves to specific geographic area of the 
PJM Region where reserves are required.   
 
(c) The Non-Synchronized Reserve capability of a generation resource shall be the increase 
in energy output achievable by the generation resource within a continuous 10-minute period 
provided that the resource is not synchronized to the system at the initiation of the response. 
 
(d)    The Non-Synchronized Reserve capability of a generation resource shall generally be 
determined based on the startup and notification time, economic minimum and ramp rate of such 
resource submitted in the Real-time Energy Market for the Operating Day.  If the Generating 
Market Buyer or Market Seller offering the Non-Synchronized Reserve can demonstrate to the 
Office of the Interconnection that the Non-Synchronized Reserve capability of a generation 
resource exceeds its calculated value based on market offer data, the Generating Market Buyer or 
Market Seller and the Office of the Interconnection may agree on a different capability to be 
used. 

 
(e)      All Non-Synchronized Reserve offers shall be for $0.00/MWh. 
 
1.7.19B Bilateral Transactions Regarding Regulation, Synchronized Reserve and Day-
ahead Scheduling Reserves. 
 
(a) In addition to transactions in the Regulation market, Synchronized Reserve market, Non- 
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, 
Non-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, Non-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 
Markets Gateway tools. 
 
(b) For purposes of clarity, with respect to all bilateral contracts for the physical transfer of 
Regulation, Synchronized Reserve, Non-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 
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further transactions associated with such products or further sale of such Regulation, 
Synchronized Reserve, Non-Synchronized Reserve or Day-ahead Scheduling Reserves in the 
markets for Regulation, Synchronized Reserve, Non-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, Non-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, Non-
Synchronized Reserve or Day-ahead Scheduling Reserves, or otherwise be construed to define 
PJMSettlement as a contracting party to any bilateral transactions between Market Participants. 
 
(c) Market Participants that are parties to bilateral contracts for the purchase and sale and 
physical transfer of Regulation, Synchronized Reserve, Non-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, Non-Synchronized Reserve or Day-ahead Scheduling 
Reserves of the buyer pursuant to such bilateral contracts.   
 
(d) All payments and related charges for the Regulation, Synchronized Reserve, Non-
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, PJMSettlement, 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, 
PJMSettlement, and the Members for the costs of any purchases by the seller under the bilateral 
contract in the markets for Regulation, Synchronized Reserve, Non-Synchronized Reserve or 
Day-ahead Scheduling Reserves used to meet the bilateral contract seller’s obligation to deliver 
Regulation, Synchronized Reserve, Non-Synchronized Reserve or Day-ahead Scheduling 
Reserves under the bilateral contract and for which payment is not made to PJMSettlement by 
the seller under the bilateral contract, as determined by the Office of the Interconnection.  Upon 
any default in obligations to the LLC or PJMSettlement by a Market Participant, the Office of 
the Interconnection shall (i) not accept any new Markets Gateway reporting by the Market 
Participant and (ii) terminate all of the Market Participant’s reporting of Markets Gateway 
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 Markets Gateway schedules associated with bilateral contracts 
between buyer and seller previously reported to the Office of the Interconnection. 
 
(f) Market Participants shall purchase Regulation, Synchronized Reserve, Non-Synchronized 
Reserve or Day-ahead Scheduling Reserves from PJM’s markets for Regulation, Synchronized 
Reserve, Non-Synchronized Reserve  or Day-ahead Scheduling Reserves, in quantities sufficient 
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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, Non-Synchronized Reserve or Day-ahead 
Scheduling Reserves to or from a Market Participant.  
 
1.7.20 Communication and Operating Requirements. 
 
(a) 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, and as may be further described in the PJM Manuals. 
 
(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 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 PJM 
Manuals.  
 
(c) 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 
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 
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desire to purchase; respond to other Office of the Interconnection directives such as those 
required during Emergency operation. 
 
(f) 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.  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 PJM Manuals. 
 
(g) PRD Providers shall be responsible for automation and supervisory control equipment 
that satisfy the criteria set forth in the RAA to ensure automated reductions to their Price 
Responsive Demand in response to price in accordance with their PRD Curves submitted to the 
Office of the Interconnection. 
 
(h) Market Participants engaging in Coordinated External Transactions shall provide to the 
Office of the Interconnection the information required to be specified in a CTS Interface Bid, in 
accordance with the procedures of Section 1.13 of this Schedule 1 of this Agreement. 
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1.8 Selection, Scheduling and Dispatch Procedure Adjustment Process. 
 
1.8.1 PJM Dispute Resolution Agreement. 
 
Subject to the condition specified below, any Member adversely affected by a decision of the 
Office of the Interconnection with respect to the operation of the PJM Interchange Energy 
Market, including the qualification of an entity to participate in that market as a buyer or seller, 
may seek such relief as may be appropriate under the PJM Dispute Resolution Procedures on the 
grounds that such decision does not have an adequate basis in fact or does not conform to the 
requirements of this Agreement. 
 
1.8.2 Market or Control Area Hourly Operational Disputes. 
 
(a) Market Participants shall comply with all determinations of the Office of the 
Interconnection on the selection, scheduling or dispatch of resources in the PJM Interchange 
Energy Market, or to meet the operational requirements of the PJM Region.  Complaints arising 
from or relating to such determinations shall be brought to the attention of the Office of the 
Interconnection not later than the end of the fifth bBusiness dDay after the end of the Operating 
Day to which the selection or scheduling relates, or in which the scheduling or dispatch took 
place, and shall include, if practicable, a proposed resolution of the complaint.  Upon receiving 
notification of the dispute, the Office of the Interconnection and the Market Participant raising 
the dispute shall exert their best efforts to obtain and retain all data and other information relating 
to the matter in dispute, and to notify other Market Participants that are likely to be affected by 
the proposed resolution.  Subject to confidentiality or other non-disclosure requirements, 
representatives of the Office of the Interconnection, the Market Participant raising the dispute, 
and other interested Market Participants, shall meet within three bBusiness dDays of the 
foregoing notification, or at such other or further times as the Office of the Interconnection and 
the Market Participants may agree, to review the relevant facts, and to seek agreement on a 
resolution of the dispute. 
 
(b) If the Office of the Interconnection determines that the matter in dispute discloses a 
defect in operating policies, practices or procedures subject to the discretion of the Office of the 
Interconnection, the Office of the Interconnection shall implement such changes as it deems 
appropriate and shall so notify the Members Committee.  Alternatively, the Office of the 
Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 
 
(c) If  either  the  Office of  the Interconnection, the Market Participant raising the dispute, or 
another affected Market Participant believes that the matter in dispute has not been adequately 
resolved, or discloses a need for changes in standards or policies established in or pursuant to the 
Operating Agreement, any of the foregoing parties may make a written request for review of the 
matter by the Members Committee, and shall include with the request the forwarding party’s 
recommendation and such data or information (subject to confidentiality or other non-disclosure 
requirements) as would enable the Members Committee to assess the matter and the 
recommendation.  The Members Committee shall take such action on the recommendation as it 
shall deem appropriate. 
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(d) Subject to the right of a Market Participant to obtain correction of accounting or billing 
errors, the LLC or a Market Participant shall not be entitled to actual, compensatory, 
consequential or punitive damages, opportunity costs, or other form of reimbursement from the 
LLC or any other Market Participant for any loss, liability or claim, including any claim for lost 
profits, incurred as a result of a mistake, error or other fault by the Office of the Interconnection 
in the selection, scheduling or dispatch of resources. 
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1.9 Prescheduling.   
 
The following procedures and principles shall govern the prescheduling activities necessary to 
plan for the reliable operation of the PJM Region and for the efficient operation of the PJM 
Interchange Energy Market. 
 
1.9.1 Outage Scheduling.  
 
The Office of the Interconnection shall be responsible for coordinating and approving requests 
for outages of generation and transmission facilities as necessary for the reliable operation of the 
PJM Region, in accordance with the PJM Manuals.  The Office of the Interconnection shall 
maintain records of outages and outage requests of these facilities. 
 
1.9.2  Planned Outages. 
 
(a) A Generator Planned Outage shall be included in Generator Planned Outage schedules 
established prior to the scheduled start date for the outage, in accordance with standards and 
procedures specified in the PJM Manuals. 
 
(b) The Office of the Interconnection shall conduct Generator Planned Outage scheduling for 
Generation Capacity Resources in accordance with the Reliability Assurance Agreement and the 
PJM Manuals and in consultation with the Market Sellers owning or controlling the output of 
such resources.  A Market Seller shall not be expected to submit offers for the sale of energy or 
other services, or to satisfy delivery obligations, from all or part of a generation resource 
undergoing an approved Generator Planned Outage.  If the Office of the Interconnection 
determines that approval of a Generator Planned Outage would significantly affect the reliable 
operation of the PJM Region, the Office of the Interconnection may withhold approval or 
withdraw a prior approval.  Approval of a Generator Planned Outage of a Generation Capacity 
Resource shall be withheld or withdrawn only as necessary to ensure the adequacy of reserves or 
the reliability of the PJM Region in connection with anticipated implementation or avoidance of 
Emergency procedures.  The Market Seller shall provide the Office of the Interconnection with 
an estimate of the amount of time it needs to return to service any Generation Capacity Resource 
on Generator Planned Outage that is already underway.  If the Office of the Interconnection 
withholds or withdraws its approval of a Generator Planned Outage, it shall coordinate with the 
Market Seller owning or controlling the resource to reschedule the Generator Planned Outage at 
the earliest practical time.  The Office of the Interconnection shall if possible propose alternative 
schedules with the intent of minimizing the economic impact on the Market Seller of a Generator 
Planned Outage.  
 
(c) The Office of the Interconnection shall conduct Transmission Planned Outage scheduling 
in accordance with procedures specified in the Consolidated Transmission Owners Agreement 
and the PJM Manuals, and in accordance with the following procedures:  
 

(i) Transmission Owners shall use reasonable efforts to submit Transmission Planned 
Outage schedules one year in advance but by no later than the first of the month 
six months in advance of the requested start date for all outages that are expected 
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to exceed five working days duration, with regular (at least monthly) updates as 
new information becomes available. 

 
(ii) If notice of a Transmission Planned Outage is not provided in accordance with the 

requirements in subsection (i) above, and if such outage is determined by the 
Office of the Interconnection to have the potential to cause significant system 
impacts, including but not limited to reliability impacts and transmission system 
congestion, then the Office of the Interconnection may require the Transmission 
Owner to implement an alternative outage schedule to reduce or avoid such 
impacts.  The Office of the Interconnection may, however, if requested by the 
Transmission Owner, dispatch generation or reductions in demand in order to 
avoid implementing an alternative outage schedule for its Transmission Facilities 
to extent consistent with its obligations under the Operating Agreement or PJM 
Tariff and provided the Office of the Interconnection determines that such 
dispatch would not adversely affect reliability in the PJM Region or otherwise not 
be in accordance with Good Utility Practices.  A Transmission Owner that makes 
such a dispatch request pursuant to this section shall be responsible for all 
generation and other costs resulting from its request that would not have been 
incurred had the Office of the Interconnection implemented an alternative outage 
schedule to reduce or avoid reliability and congestion impacts.  The Office of the 
Interconnection may, at the Transmission Owner’s consent, directly assign to the 
Transmission Owner all generation and other costs resulting from the Office of 
the Interconnection’s dispatch of generation or reductions in demand arising from 
outages associated with RTEP upgrades not submitted consistent with the 
timelines set forth in the Tariff and the PJM Operating Agreement and where such 
outage is required to meet the reliability-based in-service date of the RTEP 
upgrade project.   

 
(iii) Transmission Owners shall submit notice of all Transmission Planned Outages to 

the Office of the Interconnection by the first day of the month preceding the 
month the outage will commence, with updates as new information becomes 
available. 

 
(iv) If notice of a Transmission Planned Outage is not provided by the first day of the 

month preceding the month the outage will commence, and if such outage is 
determined by the Office of the Interconnection to have the potential to cause 
significant system impacts, including but not limited to reliability impacts and 
transmission system congestion, then the Office of the Interconnection may 
require the Transmission Owner to implement an alternative outage schedule to 
reduce or avoid such impacts.  The Office of the Interconnection shall perform 
this analysis and notify the Transmission Owner in a timely manner if it will 
require rescheduling of the outage.  The Office of the Interconnection may, 
however, if requested by the Transmission Owner, dispatch generation or 
reductions in demand in order to avoid implementing an alternative outage 
schedule for its Transmission Facilities to extent consistent with its obligations 
under the Operating Agreement or PJM Tariff and provided the Office of the 
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Interconnection determines that such dispatch would not adversely affect 
reliability in the PJM Region or otherwise not be in accordance with Good Utility 
Practices.  A Transmission Owner that makes such a dispatch request pursuant to 
this section shall be responsible for all generation and other costs resulting from 
its request that would not have been incurred had the Office of the 
Interconnection implemented an alternative outage schedule to reduce or avoid 
reliability and congestion impacts.  The Office of the Interconnection may, at the 
Transmission Owner’s consent, directly assign to the Transmission Owner all 
generation and other costs resulting from the Office of the Interconnection’s 
dispatch of generation or reductions in demand arising from outages associated 
with RTEP upgrades not submitted consistent with the timelines set forth in the 
Tariff and the PJM Operating Agreement and where such outage is required to 
meet the reliability-based in-service date of the RTEP upgrade project.  

 
(v) The Office of the Interconnection reserves the right to approve, deny, or 

reschedule any outage deemed necessary to ensure reliable system operations on a 
case by case basis regardless of duration or date of submission. 

 
(vi) The Office of the Interconnection shall post notice of Transmission Planned 

Outages on OASIS upon receipt of such notice from the Transmission Owner; 
provided, however, that the Office of the Interconnection shall not post on OASIS 
notice of any component of a  Transmission Planned Outage to the extent such 
component shall directly reveal a generator outage.  In such cases, the 
Transmission Owner, in addition to providing notice to the Office of the 
Interconnection as required above, concurrently shall inform the affected 
Generation Owner of such outage, limiting such communication to that necessary 
to describe the outage and to coordinate with the Generation Owner on matters of 
safety to persons, facilities, and equipment.  The Transmission Owner shall not 
notify any other Market Participant of such outage and shall arrange any other 
necessary coordination through the Office of the Interconnection. 

 
 In addition, if the Office of the Interconnection determines that transmission maintenance 
schedules proposed by one or more Members would significantly affect the efficient and reliable 
operation of the PJM Region, the Office of the Interconnection may establish alternative 
schedules, but such alternative shall minimize the economic impact on the Member or Members 
whose maintenance schedules the Office of the Interconnection proposes to modify. 
 
(d) The Office of the Interconnection shall coordinate resolution of outage or other planning 
conflicts that may give rise to unreliable system conditions. The Members shall comply with all 
maintenance schedules established by the Office of the Interconnection. 
 
1.9.3 Generator Maintenance Outages. 
 
(a)  A Generator Maintenance Outage may only be scheduled if approved by the Office of the 
Interconnection prior to the requested start date for the outage, in accordance with subsection (b) 
hereof and the standards and procedures specified in the PJM Manuals. 
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(b) The Office of the Interconnection shall schedule Generator Maintenance Outages for 
Generation Capacity Resources in accordance with the procedures specified in the PJM Manuals 
and in consultation with the Market Seller owning or controlling the output of such resources.  
The Office of the Interconnection shall approve requests for Generator Maintenance Outages for 
such a Generation Capacity Resource unless the outage would threaten the adequacy of reserves 
in, or the reliability of, the PJM Region.  A Market Participant shall not be expected to submit 
offers for the sale of energy or other services, or to satisfy delivery obligations, from a generation 
resource undergoing an approved full or partial Generator Maintenance Outage.  If the Office of 
the Interconnection determines that approval of a Generator Maintenance Outage would 
significantly affect the reliable operation of the PJM Region, the Office of the Interconnection 
may withhold approval,  withdraw a prior approval, or rescind a prior approval of a Generator 
Maintenance Outage that is already underway.  Approval of a Generator Maintenance Outage of 
a Generation Capacity Resource shall be withheld or withdrawn only as necessary to ensure the 
adequacy of reserves or the reliability of the PJM Region in connection with anticipated 
implementation or avoidance of Emergency procedures. In addition, if the Office of the 
Interconnection determines that it must rescind its approval of a Generator Maintenance Outage 
that is already underway in order to preserve the reliable operation of the PJM Region, the Office 
of the Interconnection will provide the Market Seller of the Generation Capacity Resource at 
least 72 hours’ notice thereof. The Market Seller shall be required to make the Generation 
Capacity Resource available for normal operation within 72 hours of such notice.  If the 
generator is not made available for normal operation by 72 hours after the notice of the rescission 
of the approval of the Generator Maintenance Outage, for the remaining time the resource 
continues on the outage it shall be deemed to have experienced a Generator Forced Outage.  If 
the Office of the Interconnection withholds, withdraws or rescinds approval of a Generator 
Maintenance Outage, it shall coordinate with the Market Seller owning or controlling the 
resource to reschedule the Generator Maintenance Outage at the earliest practical time. The 
Office of the Interconnection shall, if possible, propose alternative schedules with the intent of 
minimizing the economic impact on the Market Seller of a Generator Maintenance Outage. 
 
1.9.4 Forced Outages. 
 
(a) Each Market Seller that owns or controls a pool-scheduled resource, or Generation 
Capacity Resource whether or not pool-scheduled, shall:  (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any such 
resource as promptly as possible; (ii) provide the Office of the Interconnection with the expected 
date and time that the resource will be made available; and (iii) make a record of the events and 
circumstances giving rise to the Generator Forced Outage.  A Market Seller shall not be expected 
to submit offers for the sale of energy or other services, or satisfy delivery obligations, from a 
generation resource undergoing a Generator Forced Outage.  A Generation Capacity Resource 
committed to PJM loads through an RPM Auction, FRR Capacity Plan, or by designation as a 
replacement resource under Attachment DD of the PJM Tariff, that does not deliver all or part of 
its scheduled energy shall be deemed to have experienced a Generator Forced Outage with 
respect to such undelivered energy, in accordance with standards and procedures for full and 
partial Generator Forced Outages specified in the Reliability Assurance Agreement, and the PJM 
Manuals. 
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(b) The Office of the Interconnection shall receive notification of Forced Transmission 
Outages, and information on the return to service, of Transmission Facilities in the PJM Region 
in accordance with standards and procedures specified in, as applicable, the Consolidated 
Transmission Owners Agreement and the PJM Manuals.  
 
1.9.4A Transmission Outage Acceleration. 
 
(a) Planned Transmission Outages and Forced Transmission Outages otherwise scheduled 
pursuant to sections 1.9.2 and 1.9.4 respectively of this Schedule may be accelerated or 
rescheduled at the request of a Generation Owner or other Market Participant in accordance with 
the terms and conditions of this section 1.9.4A and the PJM Manuals. 
 
(b) Transmission Outages Requiring Coordination With A Specific Generation Owner. 
 

(i) Receipt of Acceleration Request.  Prior to a scheduled Planned 
Transmission Outage associated with the interconnection of a generating 
unit to the Transmission System, the affected Generation Owner may 
request that the outage be accelerated or rescheduled.  Such Acceleration 
Request shall be submitted to the Office of the Interconnection in 
accordance with the procedures set forth in the PJM Manuals. 

 
(ii) Determination to Accommodate Acceleration Request.  Upon receipt of an 

Acceleration Request, the Office of the Interconnection shall notify the 
affected Transmission Owner of such Acceleration Request.  The affected 
Transmission Owner shall determine, in its sole discretion, whether to 
accelerate or reschedule a transmission outage.  In making this 
determination, the affected Transmission Owner shall follow Good Utility 
Practice, applicable Occupational Safety and Health Administration 
standards, and applicable company safety standards, and shall consider 
any requirements contained in pertinent collective bargaining agreements.  
In the event that the affected Transmission Owner determines to accelerate 
or reschedule a transmission outage, it shall provide the Office of the 
Interconnection, within the time set forth in the PJM Manuals, an estimate 
of the cost to accelerate or reschedule the transmission outage and the 
revised schedule for the transmission outage (“Acceleration Estimate”).  

 
(iii) Provision of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that the Generation Owner has met reasonable 
creditworthiness standards established by the Office of the 
Interconnection, the Office of the Interconnection shall provide the 
Generation Owner with the Acceleration Estimate.  In the event that the 
Generation Owner does not meet the creditworthiness standard, the Office 
of the Interconnection shall not provide the Acceleration Estimate and the 
transmission outage shall not be accelerated or rescheduled.  Upon receipt 
of the Acceleration Estimate, the Generation Owner, within the time 
period specified in the PJM Manuals, shall notify the Office of the 
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Interconnection as to whether it desires to accelerate or reschedule the 
transmission outage pursuant to the terms of the Acceleration Estimate.   

 
(iv) Cost Responsibility.  In the event the Generation Owner notifies the Office 

of the Interconnection that it desires to proceed with the acceleration or 
rescheduling of the transmission outage pursuant to section 1.9.4A(a)(iii), 
the Generation Owner shall be solely responsible for actual costs incurred 
by the affected Transmission Owner for the acceleration or rescheduling 
of the transmission outage.  The Generation Owner’s cost responsibility is 
not relieved, if, despite the good faith efforts of the Transmission Owner, 
the amount of costs set forth in the Acceleration Estimate is exceeded by 
less than 20 percent, or the Transmission Owner is unable successfully to 
complete the outage pursuant to the revised schedule set forth in the 
Acceleration Estimate.  Prior to incurring costs exceeding 120 percent of 
the cost estimate set forth in the Acceleration Estimate, the affected 
Transmission Owner shall advise the Office of the Interconnection of such 
increase, and the Office of the Interconnection then shall notify the 
Generation Owner. After receipt of such notification, within the time 
period set forth in the PJM Manuals, the Generation Owner shall inform 
the Office of the Interconnection whether it desires to continue with the 
revised transmission outage schedule and pay the additional costs.  The 
Office of the Interconnection shall notify the affected Transmission Owner 
of the Generation Owner’s decision.  In the event the Generation Owner 
desires not to proceed, the transmission outage shall occur according to 
normal work practices and the Generation Owner shall be responsible for 
all incurred costs and committed costs and obligations of the affected 
Transmission Owner for the acceleration or rescheduling of the 
transmission outage as of the date that the affected Transmission Owner 
notified the Office of the Interconnection of the increase in costs. 

 
(c) Transmission Outages That Could Cause Congestion Revenue Inadequacy. 
 

(i) Posting of Transmission Outage.  In the event that the Office of the 
Interconnection determines that a Planned Transmission Outage or Forced 
Transmission Outage could exceed five days and could cause congestion 
revenue inadequacy in excess of $500,000, the Office of the 
Interconnection shall post a notice of such transmission outage on its 
internet site. Within the time period and pursuant to the procedures set 
forth in the PJM Manuals, any Market Participant may request that such 
transmission outage be accelerated or rescheduled. 

 
(ii) Determination to Accelerate or Reschedule Transmission Outage.  Upon 

receipt of the Acceleration Request(s) pursuant to section 1.9.4A(b)(i), the 
Office of the Interconnection shall notify the affected Transmission Owner 
of such request(s).  The affected Transmission Owner shall determine in 
its sole discretion whether to accelerate or reschedule the transmission 
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outage.  In making this determination, the affected Transmission Owner 
shall follow Good Utility Practice, applicable Occupational Safety and 
Health Administration standards, and applicable company safety standards 
and shall consider any requirements contained in pertinent collective 
bargaining agreements.  If the affected Transmission Owner determines to 
accelerate or reschedule the transmission outage, it shall provide the 
Office of the Interconnection, within the time set forth in the PJM 
Manuals, an Acceleration Estimate.  In the event that Market Participants 
submit requests which would require different schedules for a 
transmission outage, the Office of the Interconnection, in consultation 
with the affected Transmission Owner, shall determine the most effective 
option, which will be included in the Acceleration Estimate. 

 
(iii) Notification of Acceleration Estimate.  Upon receipt of the Acceleration 

Estimate and verification that Market Participants requesting acceleration 
or rescheduling of transmission outages have met reasonable 
creditworthiness standards established by the Office of the 
Interconnection, the Office of the Interconnection shall provide the Market 
Participants with the Acceleration Estimate and the number of Market 
Participants requesting acceleration or rescheduling of the transmission 
outage that meet the creditworthiness standards.  After receipt of the 
Acceleration Request, within the time period set forth in the PJM 
Manuals, each requesting Market Participant meeting the creditworthiness 
standards shall notify the Office of the Interconnection whether it desires 
to accelerate or reschedule the transmission outage as set forth in the 
Acceleration Estimate, and if it desires to accelerate or reschedule the 
transmission outage, the amount it is willing to pay for such acceleration 
or rescheduling. 

 
(iv) Evaluation of Acceleration Requests.  Upon receipt of Market 

Participant(s) notifications pursuant to subsection 1.9.4A(b)(iii), the Office 
of the Interconnection shall determine, based on the amount Market 
Participants collectively are willing to pay for accelerating or rescheduling 
of the transmission outage, whether the transmission outage should be 
accelerated or rescheduled.  The transmission outage shall be accelerated 
or rescheduled if the amount that the Market Participants collectively are 
willing to pay for accelerating or rescheduling a transmission outage 
exceeds the Acceleration Estimate by the following margins: (a) for 
outages to equipment outside a substation, two times the Acceleration 
Estimate; and (b) for outages to equipment inside a substation, five times 
the Acceleration Estimate.  These margins are designed to provide a 
reasonable degree of certainty that the actual costs of accelerating or 
rescheduling the transmission outage will not exceed the amount the 
Market Participants are willing to pay.  In all events, transmission outages 
will be accelerated or rescheduled pursuant to requests made under section 
1.9.4A(c) only when the requested acceleration or rescheduling would 
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reduce the amount of congestion revenue inadequacy resulting from the 
outage as determined by the Office of the Interconnection. 

 
(v) Cost Responsibility.  Each Market Participant which notifies the Office of 

the Interconnection pursuant to section 1.9.4A(b)(iii) that it is willing to 
pay for the acceleration or rescheduling of a transmission outage shall be 
responsible for the actual costs of such acceleration or rescheduling on a 
pro-rata basis based on the amount it specified it was willing to pay for the 
acceleration or rescheduling.  Market Participants’ cost responsibility is 
not relieved, if, despite the good faith efforts of the Transmission Owner, 
the amount of costs set forth in the Acceleration Estimate is exceeded by 
less than 20 percent, or the Transmission Owner is unable successfully to 
complete a transmission outage pursuant to the revised schedule set forth 
in the Acceleration Estimate.  Prior to incurring costs exceeding 120 
percent of the cost estimate set forth in the Acceleration Estimate, the 
affected Transmission Owner shall advise the Office of the 
Interconnection of such increase, and the Office of the Interconnection 
then shall notify the affected Market Participants of such increase.  Within 
the time period set forth in the PJM Manuals, each affected Market 
Participant shall inform the Office of the Interconnection whether it 
desires to continue with the revised transmission outage schedule and pay 
the additional costs.  The Office of the Interconnection then shall notify 
the affected Transmission Owner of each affected Market Participant’s 
decision.  In the event that, because one or more Market Participants 
determine not to proceed, there would be insufficient funds to pay for the 
full cost of accelerating or rescheduling a transmission outage, the 
transmission outage shall not continue to be accelerated or rescheduled 
and shall occur according to normal work practices.  In such instance, the 
Market Participants shall be responsible on a pro-rata basis for all incurred 
costs and committed costs and obligations of the affected Transmission 
Owner as of the date the affected Transmission Owner notified the Office 
of the Interconnection of the increase in costs. 

 
(d) Posting Revised Transmission Outages.  The Office of the Interconnection shall post on 
its internet site all revised transmission outage schedules resulting from implementation of this 
section 1.9.4A, pursuant to the procedures in the PJM Manuals, and simultaneously shall notify 
affected Market Participants or Generation Owners that submitted Acceleration Requests of the 
Transmission Owner’s agreement to accelerate or reschedule the outage. 
 
1.9.5 Market Participant Responsibilities.  
 
Each Market Participant making a bilateral sale covering a period greater than the following 
Operating Day from a generating resource located within the PJM Region for delivery outside 
the PJM Region shall furnish to the Office of the Interconnection, in the form and manner 
specified in the PJM Manuals, information regarding the source of the energy, the load sink, the 
energy schedule, and the amount of energy being delivered. 
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1.9.6 Internal Market Buyer Responsibilities. 
 
Each Internal Market Buyer making a bilateral purchase covering a period greater than the 
following Operating Day shall furnish to the Office of the Interconnection, in the form and 
manner specified in the PJM Manuals, information regarding the source of the energy, the load 
sink, the energy schedule, and the amount of energy being delivered.  Each Internal Market 
Buyer shall provide the Office of the Interconnection with details of any load management 
agreements with customers that allow the Office of the Interconnection to reduce load under 
specified circumstances. 
 
1.9.7 Market Seller Responsibilities. 
 
(a) Not less than 30 days before a Market Seller’s initial offer to sell energy from a given 
generation resource on the PJM Interchange Energy Market, the Market Seller shall furnish to 
the Office of the Interconnection the information specified in the Offer Data for new generation 
resources. 
 
(b) Market Sellers authorized to request market-based Start-up Costs and No-load Costs may 
choose to submit such fees costs in their market-based offers on either a market or a cost basis.  
Market Sellers must elect to submit both Sstart-up Costs and No-load Costs on either a market 
basis or a cost basis for their market-based offers and any such election shall be submitted on or 
before March 31 for the period of April 1 through September 30, and on or before September 30 
for the period October 1 through March 31.  The election of market-based or cost-based Start-up 
Costs and No-load Costs shall remain in effect without change throughout the applicable periods.  
Market Sellers may only submit cost-based Start-Up Costs and No-Load Costs for their cost-
based offers.  
 

(i) If a Market Seller chooses to submit market-based Start-up Costs and No-
load Costs for their market-based offers, such Market Seller, in its Offer 
Data, shall submit the level of such feescosts to the Office of the 
Interconnection for each generating unit as to which the Market Seller 
intends to request such feescosts.    Market Sellers may submit cost-based 
or market-based Start-up Costs and No-load Costs for their market-based 
offers.  The Office of the Interconnection shall reject any request for Start-
up Costs and No-load Costs in a Market Seller’s Offer Data for its market-
based offer that does not conform to the Market Seller’s specification on 
file with the Office of the Interconnection. 

 
(ii) If a Market Seller chooses to submit cost-based Start-up Costs and No-

load Costs, such fees must  be calculated as specified in the PJM Manuals, 
and in particular the cost development guidelines specified in PJM Manual 
15, and the Market Seller may change both cost-based fees hourly and 
must change both fees as the associated costs change, but no more 
frequently than daily.  Market-based Start-up Costs and No-load Costs do 
not need to be calculated pursuant to the cost development guidelines 
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specified in PJM Manual 15.  The Office of the Interconnection shall 
reject any request for Start-up Costs and No-load Costs in a Market 
Seller’s Offer Data for its cost-based offer that does not conform to the 
Market Seller’s specification on file with the Office of the 
Interconnection. 

 
1.9.8 Transmission Owner Responsibilities. 
 
All Transmission Owners shall regularly update and verify facility ratings, subject to review and 
approval by PJM, in accordance with the following procedures and the procedures in the PJM 
Manuals: 
 
(a) Each Transmission Owner shall verify to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection all of its transmission facility ratings 
two months prior to the beginning of the summer season (i.e., on April 1) and two months prior 
to the beginning of the winter season (i.e., on October 1) each calendar year, and shall provide 
detailed data justifying such transmission facility ratings when directed by the Office of the 
Interconnection. 
 
(b) In addition to the seasonal verification of all ratings, each Transmission Owner shall 
submit to the Operations Planning Department (or successor Department) of the Office of the 
Interconnection updates to its transmission facility ratings as soon as such Transmission Owner 
is aware of any changes. Such Transmission Owner shall provide the Office of the 
Interconnection with detailed data justifying all such transmission facility ratings changes. 
 
(c) All Transmission Owners shall submit to the Operations Planning Department (or 
successor Department) of the Office of the Interconnection formal documentation of any 
procedure for changing facility ratings under specific conditions, including:  the detailed 
conditions under which such procedures will apply, detailed explanations of such procedures, 
and detailed calculations justifying such pre-established changes to facility ratings. Such 
procedures must be updated twice each year consistent with the provisions of this Section. 
 
1.9.9 Office of the Interconnection Responsibilities.   
 
(a) The Office of the Interconnection shall perform seasonal operating studies to assess the 
forecasted adequacy of generating reserves and of the transmission system, in accordance with 
the procedures specified in the PJM Manuals. 
 
(b) The Office of the Interconnection shall maintain and update tables setting forth Operating 
Reserve and other reserve objectives as specified in the PJM Manuals and as consistent with the 
Reliability Assurance Agreement.  
 
(c) The Office of the Interconnection shall receive and process requests for firm and 
non-firm transmission service in accordance with procedures specified in the PJM Tariff. 
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(d) The Office of the Interconnection shall maintain such data and information relating to 
generation and transmission facilities in the PJM Region as may be necessary or appropriate to 
conduct the scheduling and dispatch of the PJM Interchange Energy Market and PJM Region. 
 
(e) The Office of the Interconnection shall maintain an historical database of all transmission 
facility ratings, and shall review, and may modify or reject, any submitted change or any 
submitted procedure for pre-established transmission facility rating changes.  Any dispute 
between a Transmission Owner and the Office of the Interconnection concerning transmission 
facility ratings shall be resolved in accordance with the dispute resolution procedures in schedule 
5 to the Operating Agreement; provided, however, that the rating level determined by the Office 
of the Interconnection shall govern and be effective during the pendency of any such dispute. 
 
(f) The Office of the Interconnection shall coordinate with other interconnected Control 
Area as necessary to manage, alleviate or end an Emergency. 
 
 



 

Page 578 

1.10 Scheduling. 
 
1.10.1 General. 
 
(a) The Office of the Interconnection shall administer scheduling processes to implement a 
Day-ahead Energy Market and a Real-time Energy Market.  PJMSettlement shall be the 
Counterparty to the purchases and sales of energy that clear the Day-ahead Energy Market and 
the Real-time Energy Market; provided that PJMSettlement shall not be a contracting party to 
bilateral transactions between Market Participants or with respect to a Generating Market 
Buyer’s self-schedule or self-supply of its generation resources up to that Generating Market 
Buyer’s Equivalent Load.  
 
(b) The Day-ahead Energy Market shall enable Market Participants to purchase and sell 
energy through the PJM Interchange Energy Market at Day-ahead Prices and enable 
Transmission Customers to reserve transmission service with Transmission Congestion Charges 
and Transmission Loss Charges based on locational differences in Day-ahead Prices.  Up-to 
Congestion Transactions submitted in the Day-ahead Energy Market shall not require 
transmission service and Transmission Customers shall not reserve transmission service for such Up-
to Congestion Transactions.  Market Participants whose purchases and sales, and Transmission 
Customers whose transmission uses are scheduled in the Day-ahead Energy Market, shall be 
obligated to purchase or sell energy, or pay Transmission Congestion Charges and Transmission 
Loss Charges, at the applicable Day-ahead Prices for the amounts scheduled. 
 
(c) In the Real-time Energy Market, Market Participants that deviate from the amounts of 
energy purchases or sales, or Transmission Customers that deviate from the transmission uses, 
scheduled in the Day-ahead Energy Market shall be obligated to purchase or sell energy, or pay 
Transmission Congestion Charges and Transmission Loss Charges, for the amount of the 
deviations at the applicable Real-time Prices or price differences, unless otherwise specified by 
this Schedule. 
 
(d) The following scheduling procedures and principles shall govern the commitment of 
resources to the Day-ahead Energy Market and the Real-time Energy Market over a period 
extending from one week to one hour prior to the real-time dispatch.  Scheduling encompasses 
the day-ahead and hourly scheduling process, through which the Office of the Interconnection 
determines the Day-ahead Energy Market and determines, based on changing forecasts of 
conditions and actions by Market Participants and system constraints, a plan to serve the hourly 
energy and reserve requirements of the Internal Market Buyers and the purchase requests of the 
External Market Buyers in the least costly manner, subject to maintaining the reliability of the 
PJM Region.  Scheduling does not encompass Coordinated External Transactions, which are 
subject to the procedures of Section 1.13 of this Schedule 1 of this Agreement.  Scheduling shall 
be conducted as specified in Section 1.10.1A below, subject to the following condition.  If the 
Office of the Interconnection’s forecast for the next seven days projects a likelihood of 
Emergency conditions, the Office of the Interconnection may commit, for all or part of such 
seven day period, to the use of generation resources with notification or start-up times greater 
than one day as necessary in order to alleviate or mitigate such Emergency, in accordance with 
the Market Sellers’ offers for such units for such periods and the specifications in the PJM 
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Manuals.  Such resources committed by the Office of the Interconnection to alleviate or mitigate 
an Emergency will not receive Operating Reserve Credits nor otherwise be made whole for its 
hours of operation for the duration of any portion of such commitment that exceeds the 
maximum start-up and notification times for such resources during Hot Weather Alerts and Cold 
Weather Alerts, consistent with Sections 3.2.3 and 6.6 hereof. 
 
1.10.1A   Day-ahead Energy Market Scheduling.  
 
The following actions shall occur not later than 10:30 a.m. on the day before the Operating Day 
for which transactions are being scheduled, or such other deadline as may be specified by the 
Office of the Interconnection in order to comply with the practical requirements and the 
economic and efficiency objectives of the scheduling process specified in this Schedule. 
 
(a) Each Market Participant may submit to the Office of the Interconnection specifications of 
the amount and location of its customer loads and/or energy purchases to be included in the Day-
ahead Energy Market for each hour of the next Operating Day, such specifications to comply 
with the requirements set forth in the PJM Manuals.  Each Market Buyer shall inform the Office 
of the Interconnection of the prices, if any, at which it desires not to include its load in the Day-
ahead Energy Market rather than pay the Day-ahead Price.  PRD Providers that have committed 
Price Responsive Demand in accordance with the Reliability Assurance Agreement shall submit 
to the Office of the Interconnection, in accordance with procedures specified in the PJM 
Manuals, any desired updates to their previously submitted PRD Curves, provided that such 
updates are consistent with their Price Responsive Demand commitments, and provided further 
that PRD Providers that are not Load Serving Entities for the Price Responsive Demand at issue 
may only submit PRD Curves for the Real-time Energy Market.  Price Responsive Demand that 
has been committed in accordance with the Reliability Assurance Agreement shall be presumed 
available for the next Operating Day in accordance with the most recently submitted PRD Curve 
unless the PRD Curve is updated to indicate otherwise.  PRD Providers may also submit PRD 
Curves for any Price Responsive Demand that is not committed in accordance with the 
Reliability Assurance Agreement; provided that PRD Providers that are not Load Serving 
Entities for the Price Responsive Demand at issue may only submit PRD Curves for the Real-
time Energy Market.  All PRD Curves shall be on a PRD Substation basis, and shall specify the 
maximum time period required to implement load reductions.    
 
(b) Each Generating Market Buyer shall submit to the Office of the Interconnection:  
(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 
Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such 
self-scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer’s 
intent not to reduce output. 
 
(c) All Market Participants shall submit to the Office of the Interconnection schedules for 
any energy exports, energy imports, and wheel through transactions involving use of generation 
or Transmission Facilities as specified below, and shall inform the Office of the Interconnection 
if the transaction is to be scheduled in the Day-ahead Energy Market.  Any Market Participant 
that elects to schedule an export, import or wheel through transaction in the Day-ahead Energy 
Market may specify the price (such price not to exceed the maximum price that may be specified 
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in the PJM Manuals), if any, at which the export, import or wheel through transaction will be 
wholly or partially curtailed.  The foregoing price specification shall apply to the applicable 
interface pricing point.  Any Market Participant that elects not to schedule its export, import or 
wheel through transaction in the Day-ahead Energy Market shall inform the Office of the 
Interconnection if the parties to the transaction are not willing to incur Transmission Congestion 
and Loss Charges in the Real-time Energy Market in order to complete any such scheduled  
transaction.  Scheduling of such transactions shall be conducted in accordance with the 
specifications in the PJM Manuals and the following requirements: 
 

i) Market Participants shall submit schedules for all energy purchases for 
delivery within the PJM Region, whether from resources inside or outside 
the PJM Region; 

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

the PJM Region from resources within the PJM Region that are not 
Dynamic Transfers to such entities pursuant to Section 1.12; and 

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

through transactions, Market Participants shall submit confirmations of 
each scheduled transaction from each other party to the transaction in 
addition to the party submitting the schedule, or the adjacent Control Area. 

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

of Virtual Transaction that combines an offer to sell energy at a source, with a bid to buy the 
same megawatt quantity of energy at a sink where such transaction specifies the maximum 
difference between the Locational Marginal Prices at the source and sink.  The Office of 
Interconnection will schedule these transactions only to the extent this difference in Locational 
Marginal Prices is within the maximum amount specified by the Market Participant.  A Virtual 
Transaction of this type is referred to as an “Up-to Congestion Transaction.”  Such Up-to 
Congestion Transactions may be wholly or partially scheduled depending on the price difference 
between the source and sink locations in the Day-ahead Energy Market.  The maximum 
difference between the source and sink prices that a participant may specify shall be limited to 
+/- $50/MWh.  The foregoing price specification shall apply to the price difference between the 
specified source and sink in the day-ahead scheduling process only.  An accepted Up-to 
Congestion Transaction results in scheduled injection at a specified source and scheduled 
withdrawal of the same megawatt quantity at a specified sink in the Day-ahead Energy Market.  
The source-sink paths on which an Up-to Congestion Transaction may be submitted are limited 
to those paths posted on the PJM internet site and determined by the Office of the 
Interconnection using the following criteria: 

 
Step 1: Start with the historic set of eligible nodes that were available as sources and 
sinks for interchange transactions on the PJM OASIS.   
 
Step 2: Remove from the list of nodes described in Step 1 all load buses below 69 kV. 
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Step 3: Remove from the resulting set of nodes from Step 2 all generator buses at which 
no generators of 100 megawatts or more are connected. 
 
Step 4: Remove from the results of Step 3 all electrically equivalent nodes. 
 

(d) Market Sellers wishing to sell into the Day-ahead Energy Market shall submit offers for 
the supply of energy (including energy from hydropower units), demand reductions, Regulation, 
Operating Reserves or other services for the following Operating Day.  Offers shall be submitted 
to the Office of the Interconnection in the form specified by the Office of the Interconnection and 
shall contain the information specified in the Office of the Interconnection’s Offer Data 
specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and the PJM 
Manuals, as applicable.  Market Sellers owning or controlling the output of a Generation 
Capacity Resource that was committed in an FRR Capacity Plan, self-supplied, offered and 
cleared in a Base Residual Auction or Incremental Auction, or designated as replacement 
capacity, as specified in Attachment DD of the PJM Tariff, and that has not been rendered 
unavailable by a Generator Planned Outage, a Generator Maintenance Outage, or a Generator 
Forced Outage are subject to a Day-ahead Energy Market must-offer requirement and a Real-
time Energy Market must-offer requirement and pursuant thereto shall submit offers for the 
available capacity of such Generation Capacity Resource, including any portion that is 
self-scheduled by the Generating Market Buyer.  Such offers shall be based on the ICAP 
equivalent of the Market Seller’s cleared UCAP capacity commitment, provided, however, 
where the underlying resource is a Capacity Storage Resource or an Intermittent Resource, the 
Market Seller shall satisfy the Day-ahead Energy Market must-offer requirement and the Real-
time Energy Market must-offer requirement by either self-scheduling or offering the unit as a 
dispatchable resource, in accordance with the PJM Manuals, where the hourly self-scheduled 
values for such Capacity Storage Resources and Intermittent Resources may vary hour to hour 
from the capacity commitment.  Any offer not designated as a Maximum Emergency offer shall 
be considered available for scheduling and dispatch under both Emergency and non-Emergency 
conditions.  Offers may only be designated as Maximum Emergency offers to the extent that the 
Generation Capacity Resource falls into at least one of the following categories:   
 

i)   Environmental limits.  If the resource has a limit on its run hours imposed 
by a federal, state, or other governmental agency that will significantly 
limit its availability, on either a temporary or long-term basis.  This 
includes a resource that is limited to operating only during declared PJM 
capacity emergencies by a governmental authority. 

 
ii) Fuel limits.  If physical events beyond the control of the resource owner 

result in the temporary interruption of fuel supply and there is limited on-
site fuel storage.  A fuel supplier’s exercise of a contractual right to 
interrupt supply or delivery under an interruptible service agreement shall 
not qualify as an event beyond the control of the resource owner. 

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

physical conditions at the resource significantly limit its availability.  
  



 

Page 582 

iv) Temporary megawatt additions.  If a resource can provide additional 
megawatts on a temporary basis by oil topping, boiler over-pressure, or 
similar techniques, and such megawatts are not ordinarily otherwise 
available. 

 
The submission of offers for resource increments that have not cleared in a Base Residual 
Auction or an Incremental Auction, were not committed in an FRR Capacity Plan, and were not 
designated as replacement capacity under Attachment DD of the PJM Tariff shall be optional, 
but any such offers must contain the information specified in the Office of the Interconnection’s 
Offer Data specification, this Section 1.10.1A(d), Schedule 2 of the Operating Agreement, and 
the PJM Manuals, as applicable.  Energy offered from generation resources that have not cleared 
a Base Residual Auction or an Incremental Auction, were not committed in an FRR Capacity 
Plan, and were not designated as replacement capacity under Attachment DD of the PJM Tariff 
shall not be supplied from resources that are included in or otherwise committed to supply the 
Operating Reserves of a Control Area outside the PJM Region.   
 
The foregoing offers:  
 

i) Shall specify the Generation Capacity Resource or Demand Resource and 
energy or demand reduction amount, respectively, for each hour in the 
offer period, and the minimum run time for generation resources and 
minimum down time for Demand Resources;  

 
ii) Shall specify the amounts and prices for the entire Operating Day for each 

resource component offered by the Market Seller to the Office of the 
Interconnection; 

 
iii) If based on energy from a specific generation resource, may specify 

start-up and no-load fees equal to the specification of such fees for such 
resource on file with the Office of the Interconnection, if based on 
reductions in demand from a Demand Resource may specify shutdown 
costs; 

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

proposes to supply a resource increment, including any curtailment rate 
specified in a bilateral contract for the output of the resource, or any 
cancellation fees; 

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

on acceptance by the deadline specified in this Schedule, with a second 
schedule applicable if accepted after the foregoing deadline; 

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

the Interconnection for scheduling and dispatch in accordance with the 
terms of the offer, which offer shall remain open through the Operating 
Day for which the offer is submitted; 
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vii) Shall be final as to the price or prices at which the Market Seller proposes 

to supply energy or other services to the PJM Interchange Energy Market, 
such price or prices being guaranteed by the Market Seller for the period 
extending through the end of the following Operating Day;  

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

generation resources, except (1) when a Market Seller’s cost-based offer is 
above $1,000/megawatt-hour and less than or equal to $2,000/megawatt-
hour, then its market-based offer must be less than or equal to the cost-
based offer; and (2) when a Market Seller’s cost-based offer is greater than 
$2,000/megawatt-hour, then its market-based offer must be less than or 
equal to $2,000/megawatt-hour;  

 
ix) Shall not exceed an energy offer price of $1,000/megawatt-hour, plus the 

applicable Reserve Penalty Factor for the Primary Reserve Requirement, 
minus $1.00, for all Economic Load Response Resources; 

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

and Pre-Emergency Load Response participants with: 
 

a) a 30 minute lead time, pursuant to Section A.2 of Attachment DD-
1 of the Tariff and the parallel provision of Schedule 6 of the RAA, 
$1,000/megawatt-hour, plus the applicable Reserve Penalty Factor 
for the Primary Reserve Requirement, minus $1.00; 

 
b) an approved 60 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provision of 
Schedule 6 of the RAA, $1,000/megawatt-hour, plus [the 
applicable Reserve Penalty Factor for the Primary Reserve 
Requirement divided by 2]; and 

 
c) an approved 120 minute lead time, pursuant to Section A.2 of 

Attachment DD-1 of the Tariff and the parallel provisions of 
Schedule 6 of the RAA, $1,100/megawatt-hour. 

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

hydropower units scheduled by the Office of the Interconnection pursuant 
to the hydro optimization tool in the Day-ahead Energy Market. 
 

(e) A Market Seller that wishes to make a resource available to sell Regulation service shall 
submit an offer for Regulation that shall specify the megawatt of Regulation being offered, 
which must equal or exceed 0.1 megawatts, the Regulation Zone for which such regulation is 
offered, the price of the capability offer in dollars per MW, the price of the performance offer in 
Dollars per change in MW, and such other information specified by the Office of the 
Interconnection as may be necessary to evaluate the offer and the resource’s opportunity costs.  
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The total of the performance offer multiplied by the historical average mileage used in the 
market clearing plus the capability offer shall not exceed $100 per MWh in the case of 
Regulation offered for all Regulation Zones.  In addition to any market-based offer for 
Regulation, the Market Seller also shall submit a cost-based offer.  A cost-based offer must be in 
the form specified in the PJM Manuals and consist of the following components as well as any 
other components specified in the PJM Manuals: 
 

i.   The costs (in $/MW) of the fuel cost increase due to the steady-state heat 
rate increase resulting from operating the unit at lower megawatt output 
incurred from the provision of Regulation shall apply to the capability 
offer; 

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

regulation resource incurred from the provision of Regulation shall apply 
to the performance offer; and 

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

the capability offer. 
 
Qualified Regulation capability must satisfy the measurement and verification tests specified in 
the PJM Manuals. 
 
(f) Each Market Seller owning or controlling the output of a Generation Capacity Resource 
committed to service of PJM loads under the Reliability Pricing Model or Fixed Resource 
Requirement Alternative shall submit a forecast of the availability of each such Generation 
Capacity Resource for the next seven days.  A Market Seller (i) may submit a non-binding 
forecast of the price at which it expects to offer a generation resource increment to the Office of 
the Interconnection over the next seven days, and (ii) shall submit a binding offer for energy, 
along with start-up and no-load fees, if any, for the next seven days or part thereof, for any 
generation resource with minimum notification or start-up requirement greater than 24 hours.  
Such resources committed by the Office of the Interconnection will not receive Operating 
Reserve Credits nor otherwise be made whole for its hours of operation for the duration of any 
portion of such commitment that exceeds the maximum start-up and notification times for such 
resources during Hot Weather Alerts and Cold Weather Alerts, consistent with Sections 3.2.3 
and 6.6 hereof. 
 
(g) Each offer by a Market Seller of a Generation Capacity Resource shall remain in effect 
for subsequent Operating Days until superseded or canceled. 
 
(h) The Office of the Interconnection shall post the total hourly loads scheduled in the Day-
ahead Energy Market, as well as, its estimate of the combined hourly load of the Market Buyers 
for the next four days, and peak load forecasts for an additional three days. 
 
(i) Except for Economic Load Response Participants, all Market Participants may submit 
Virtual Transactions that apply to the Day-ahead Energy Market only.  Such Virtual Transactions 
must comply with the requirements set forth in the PJM Manuals and must specify amount, 
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location and price, if any, at which the Market Participant desires to purchase or sell energy in 
the Day-ahead Energy Market.  The Office of the Interconnection may require that a market 
participant shall not submit in excess of a defined number of bid/offer segments in the Day-
ahead Energy Market, as specified in the PJM Manuals, when the Office of the Interconnection 
determines that such limit is required to avoid or mitigate significant system performance 
problems related to bid/offer volume. Notice of the need to impose such limit shall be provided 
prior to 10:00 a.m. EPT on the day that the Day-ahead Energy Market will clear.  For purposes 
of this provision, a bid/offer segment is each pairing of price and megawatt quantity submitted as 
part of an Increment Offer or Decrement Bid.  For purposes of applying this provision to an Up-
to Congestion Transaction, a bid/offer segment shall refer to the pairing of a source and sink 
designation, as well as price and megawatt quantity, that comprise each Up-to Congestion 
Transaction. 
 
(j) A Market Seller that wishes to make a generation resource or Demand Resource available 
to sell Synchronized Reserve shall submit an offer for Synchronized Reserve that shall specify 
the megawatts of Synchronized Reserve being offered, which must equal or exceed 0.1 
megawatts, the price of the offer in dollars per megawatt hour, and such other information 
specified by the Office of the Interconnection as may be necessary to evaluate the offer and the 
energy used by the generation resource to provide the Synchronized Reserve and the generation 
resource’s unit specific opportunity costs.  The price of the offer shall not exceed the variable 
operating and maintenance costs for providing Synchronized Reserve plus seven dollars and fifty 
cents. 
 
(k) An Economic Load Response Participant that wishes to participate in the Day-ahead 
Energy Market by reducing demand shall submit an offer to reduce demand to the Office of the 
Interconnection.  The offer must equal or exceed 0.1 megawatts, and the offer shall specify:  (i) 
the amount of the offered curtailment in minimum increments of .1 megawatts: (ii) the Day-
ahead Locational Marginal Price above which the end-use customer will reduce load, subject to 
section 1.10.1A(d)(ix); and (iii) at the Economic Load Response Participant’s option, start-up 
costs associated with reducing load, including direct labor and equipment costs, opportunity 
costs, and/or a minimum of number of contiguous hours for which the load reduction must be 
committed.  Economic Load Response Participants submitting offers to reduce demand in the 
Day-ahead Energy Market may establish an incremental offer curve, provided that such offer 
curve shall be limited to ten price pairs (in MWs). 
 
(l) Market Sellers owning or controlling the output of a Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or that offered and cleared in a 
Base Residual Auction or Incremental Auction, may submit demand reduction bids for the 
available load reduction capability of the Demand Resource.  The submission of demand 
reduction bids for Demand Resource increments that were not committed in an FRR Capacity 
Plan, or that have not cleared in a Base Residual Auction or Incremental Auction, shall be 
optional, but any such bids must contain the information required to be included in such bids, as 
specified in the PJM Economic Load Response Program.  A Demand Resource that was 
committed in an FRR Capacity Plan, or that was self-supplied or offered and cleared in a Base 
Residual Auction or Incremental Auction, may submit a demand reduction bid in the Day-ahead 
Energy Market as specified in the Economic Load Response Program; provided, however, that in 
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the event of an Emergency PJM shall require Demand Resources to reduce load, notwithstanding 
that the Zonal LMP at the time such Emergency is declared is below the price identified in the 
demand reduction bid.   
 
(m) Market Sellers providing Day-ahead Scheduling Reserves Resources shall submit in the 
Day-ahead Scheduling Reserves Market:  1) a price offer in dollars per megawatt hour; and 2) 
such other information specified by the Office of the Interconnection as may be necessary to 
determine any relevant opportunity costs for the resource(s).  The foregoing notwithstanding, to 
qualify to submit  Day-ahead Scheduling Reserves pursuant to this section, the Day-ahead 
Scheduling Reserves Resources shall submit energy offers in the Day-ahead Energy Market 
including start-up and shut-down costs for generation resource and Demand Resources, 
respectively, and all generation resources that are capable of providing Day-ahead Scheduling 
Reserves that a particular resource can provide that service.  The MW quantity of Day-ahead 
Scheduling Reserves that a particular resource can provide in a given hour will be determined 
based on the energy Offer Data submitted in the Day-ahead Energy Market, as detailed in the 
PJM Manuals. 
 
1.10.1B Demand Bid Scheduling and Screening 
 
(a) The Office of the Interconnection shall apply Demand Bid Screening to all Demand Bids 
submitted in the Day-ahead Energy Market for each Load Serving Entity, separately by Zone.  
Using Demand Bid Screening, the Office of the Interconnection will automatically reject a Load 
Serving Entity’s Demand Bids in any future Operating Day for which the Load Serving Entity 
submits bids if the total megawatt volume of such bids would exceed the Load Serving Entity’s 
Demand Bid Limit for any hour in such Operating Day, unless the Office of the Interconnection 
permits an exception pursuant to subsection (d) below. 
   
(b) On a daily basis, PJM will update and post each Load Serving Entity’s Demand Bid 
Limit in each applicable Zone.  Such Demand Bid Limit will apply to all Demand Bids 
submitted by that Load Serving Entity for each future Operating Day for which it submits bids.  
The Demand Bid Limit is calculated using the following equation:    
 
Demand Bid Limit =  greater of (Zonal Peak Demand Reference Point * 1.3), or (Zonal Peak 
Demand Reference Point + 10MW) 
 
Where: 

1.  Zonal Peak Demand Reference Point = for each Zone: the product of (a) LSE Recent 
Load Share, multiplied by (b) Peak Daily Load Forecast. 

2.  LSE Recent Load Share is the Load Serving Entity’s highest share of Network Load 
in each Zone for any hour over the most recently available seven Operating Days for 
which PJM has data.   

3.  Peak Daily Load Forecast is PJM’s highest available peak load forecast for each 
applicable Zone that is calculated on a daily basis. 

 
(c)  A Load Serving Entity whose Demand Bids are rejected as a result of Demand Bid 
Screening may change its Demand Bids to reduce its total megawatt volume to a level that does 
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not exceed its Demand Bid Limit, and may resubmit them subject to the applicable rules related 
to bid submission outlined in Tariff, Operating Agreement and PJM Manuals.   
 
(d)  PJM may allow a Load Serving Entity to submit bids in excess of its Demand Bid Limit 
when circumstances exist that will cause, or are reasonably expected to cause, a Load Serving 
Entity’s actual load to exceed its Demand Bid Limit on a given Operating Day. Examples of 
such circumstances include, but are not limited to, changes in load commitments due to state 
sponsored auctions, mergers and acquisitions between PJM Members, and sales and divestitures 
between PJM Members.  A Load Serving Entity may submit a written exception request to the 
Office of Interconnection for a higher Demand Bid Limit for an affected Operating Day.  Such 
request must include a detailed explanation of the circumstances at issue and supporting 
documentation that justify the Load Serving Entity’s expectation that its actual load will exceed 
its Demand Bid Limit. 
 
1.10.2 Pool-scheduled Resources. 
 
Pool-scheduled resources are those resources for which Market Participants submitted offers to 
sell energy in the Day-ahead Energy Market and offers to reduce demand in the Day-ahead 
Energy Market, which the Office of the Interconnection scheduled in the Day-ahead Energy 
Market as well as generators committed by the Office of the Interconnection subsequent to the 
Day-ahead Energy Market.  Such resources shall be committed to provide energy in the real-time 
dispatch unless the schedules for such units are revised pursuant to Sections 1.10.9 or 1.11.  
Pool-scheduled resources shall be governed by the following principles and procedures. 
 
(a) Pool-scheduled resources shall be selected by the Office of the Interconnection on the 
basis of the prices offered for energy and demand reductions and related services, whether the 
resource is expected to be needed to maintain system reliability during the Operating Day, 
start-up, no-load and cancellation fees, and the specified operating characteristics, offered by 
Market Sellers to the Office of the Interconnection by the offer deadline specified in Section 
1.10.1A.  Hydropower units can only be pool-scheduled if they are pumped storage units and 
scheduled by the Office of the Interconnection pursuant to the hydro optimization tool in the 
Day-ahead Energy Market. 
 
(b) A resource that is scheduled by a Market Participant to support a bilateral sale, or that is 
self-scheduled by a Generating Market Buyer, shall not be selected by the Office of the 
Interconnection as a pool-scheduled resource except in an Emergency. 
 
(c) Market Sellers offering energy from hydropower or other facilities with fuel or 
environmental limitations may submit data to the Office of the Interconnection that is sufficient 
to enable the Office of the Interconnection to determine the available operating hours of such 
facilities. 
 
(d) The Market Seller of a resource selected as a pool-scheduled resource shall receive 
payments or credits for energy, demand reductions or related services, or for start-up and no-load 
fees, from the Office of the Interconnection on behalf of the Market Buyers in accordance with 
Section 3 of this Schedule 1.  Alternatively, the Market Seller shall receive, in lieu of start-up 
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and no-load fees, its actual costs incurred, if any, up to a cap of the resource’s start-up cost, if the 
Office of the Interconnection cancels its selection of the resource as a pool-scheduled resource 
and so notifies the Market Seller before the resource is synchronized. 
 
(e) Market Participants shall make available their pool-scheduled resources to the Office of 
the Interconnection for coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone. 
 
(f) Economic Load Response Participants offering to reduce demand shall specify: (i) the 
amount of the offered curtailment, which offer must equal or exceed 0.1 megawatts, in minimum 
increments of .1 megawatts; (ii) the real-time Locational Marginal Price above which the end-use 
customer will reduce load; and (iii) at the Economic Load Response Participant’s option, shut-
down costs associated with reducing load, including direct labor and equipment costs, 
opportunity costs, and/or a minimum number of contiguous hours for which the load reduction 
must be committed.  Economic Load Response Participants submitting offers to reduce demand 
in the Real-time Energy Market may establish an incremental offer curve, provided that such 
offer curve shall be limited to ten price pairs (in MWs).  Economic Load Response Participants 
offering to reduce demand shall also indicate the hours that the demand reduction is not 
available. 
 
1.10.3 Self-scheduled Resources. 
 
Self-scheduled resources shall be governed by the following principles and procedures. 
 
(a) Each Generating Market Buyer shall use all reasonable efforts, consistent with Good 
Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 
 
(b) The offered prices of resources that are self-scheduled, or otherwise not following the 
dispatch orders of the Office of the Interconnection, shall not be considered by the Office of the 
Interconnection in determining Locational Marginal Prices. 
 
(c) Market Participants shall make available their self-scheduled resources to the Office of 
the Interconnection for coordinated operation to supply the Operating Reserves needs of the 
applicable Control Zone, by submitting an offer as to such resources. 
 
(d) A Market Participant self-scheduling a resource in the Day-ahead Energy Market that 
does not deliver the energy in the Real-time Energy Market, shall replace the energy not 
delivered with energy from the Real-time Energy Market and shall pay for such energy at the 
applicable Real-time Price. 
 
(e) Hydropower units, excluding pumped storage units, may only be self-scheduled. 
 
1.10.4 Capacity Resources. 
 
(a) A Generation Capacity Resource committed to service of PJM loads under the Reliability 
Pricing Model or Fixed Resource Requirement Alternative that is selected as a pool-scheduled 
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resource shall be made available for scheduling and dispatch at the direction of the Office of the 
Interconnection.  Such a Generation Capacity Resource that does not deliver energy as scheduled 
shall be deemed to have experienced a Generator Forced Outage to the extent of such energy not 
delivered.  A Market Participant offering such Generation Capacity Resource in the Day-ahead 
Energy Market shall replace the energy not delivered with energy from the Real-time Energy 
Market and shall pay for such energy at the applicable Real-time Price. 
 
(b) Energy from a Generation Capacity Resource committed to service of PJM loads under 
the Reliability Pricing Model or Fixed Resource Requirement Alternative that has not been 
scheduled in the Day-ahead Energy Market may be sold on a bilateral basis by the Market Seller, 
may be self-scheduled, or may be offered for dispatch during the Operating Day in accordance 
with the procedures specified in this Schedule.  Such a Generation Capacity Resource that has 
not been scheduled in the Day-ahead Energy Market and that has been sold on a bilateral basis 
must be made available upon request to the Office of the Interconnection for scheduling and 
dispatch during the Operating Day if the Office of the Interconnection declares a Maximum 
Generation Emergency.  Any such resource so scheduled and dispatched shall receive the 
applicable Real-time Price for energy delivered. 
 
(c) A resource that has been self-scheduled shall not receive payments or credits for start-up 
or no-load fees. 
 
1.10.5 External Resources.   
 
(a) External Resources may submit offers to the PJM Interchange Energy Market, in 
accordance with the day-ahead and real-time scheduling processes specified above.  An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below shall 
be compensated on the same basis as other pool-scheduled resources. External Resources that are 
not capable of Dynamic Transfer shall, if selected by the Office of the Interconnection on the 
basis of the Market Seller’s Offer Data, be block loaded on an hourly scheduled basis.  Market 
Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 
resource-specific or an aggregated resource basis.  A Market Participant whose pool-scheduled 
resource does not deliver the energy scheduled in the Day-ahead Energy Market shall replace 
such energy not delivered as scheduled in the Day-ahead Energy Market with energy from the 
PJM Real-time Energy Market and shall pay for such energy at the applicable Real-time Price. 
 
(b) Offers for External Resources from an aggregation of two or more generating units shall 
so indicate, and shall specify, in accordance with the Offer Data requirements specified by the 
Office of the Interconnection:  (i) energy prices; (ii) hours of energy availability; (iii) a minimum 
dispatch level; (iv) a maximum dispatch level; and (v) unless such information has previously 
been made available to the Office of the Interconnection, sufficient information, as specified in 
the PJM Manuals, to enable the Office of the Interconnection to model the flow into the PJM 
Region of any energy from the External Resources scheduled in accordance with the Offer Data.   
 
(c) Offers for External Resources on a resource-specific basis shall specify the resource 
being offered, along with the information specified in the Offer Data as applicable.   
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1.10.6 External Market Buyers. 
 
(a) Deliveries to an External Market Buyer not subject to Dynamic Transfer by the Office of 
the Interconnection shall be delivered on a block loaded basis to the bus or buses at the electrical 
boundaries of the PJM Region, or in such area with respect to an External Market Buyer’s load 
within such area not served by Network Service, at which the energy is delivered to or for the 
External Market Buyer.  External Market Buyers shall be charged (which charge may be positive 
or negative) at either the Day-ahead Prices or Real-time Prices, whichever is applicable, for 
energy at the foregoing bus or buses. 
 
(b) An External Market Buyer’s hourly schedules for energy purchased from the PJM 
Interchange Energy Market shall conform to the ramping and other applicable requirements of 
the interconnection agreement between the PJM Region and the Control Area to which, whether 
as an intermediate or final point of delivery, the purchased energy will initially be delivered. 
 
(c) The Office of the Interconnection shall curtail deliveries to an External Market Buyer if 
necessary to maintain appropriate reserve levels for a Control Zone as defined in the PJM 
Manuals, or to avoid shedding load in such Control Zone. 
 
1.10.6A Transmission Loading Relief Customers. 
 
(a) An entity that desires to elect to pay Transmission Congestion Charges in order to 
continue its energy schedules during an Operating Day over contract paths outside the PJM 
Region in the event that PJM initiates Transmission Loading Relief that otherwise would cause 
PJM to request security coordinators to curtail such Member’s energy schedules shall: 
 

(i) enter its election on OASIS by 10:30 a.m. of the day before the Operating 
Day, in accordance with procedures established by PJM, which election 
shall be applicable for the entire Operating Day; and 

 
(ii) if PJM initiates Transmission Loading Relief, provide to PJM, at such 

time and in accordance with procedures established by PJM, the hourly 
integrated energy schedules that impacted the PJM Region (as indicated 
from the NERC Interchange Distribution Calculator) during the 
Transmission Loading Relief. 

 
(b) If an entity has made the election specified in Section (a), then PJM shall not request 
security coordinators to curtail such entity’s energy transactions, except as may be necessary to 
respond to Emergencies. 
 
(c) In order to make elections under this Section 1.10.6A, an entity must (i) have met the 
creditworthiness standards established by the Office of the Interconnection or provided a letter of 
credit or other form of security acceptable to the Office of the Interconnection, and (ii) have 
executed either the Agreement, a Service Agreement under the PJM Tariff, or other agreement 
committing to pay all Transmission Congestion Charges incurred under this Section. 
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1.10.7 Bilateral Transactions.   
 
Bilateral transactions as to which the parties have notified the Office of the Interconnection by 
the deadline specified in Section 1.10.1A that they elect not to be included in the Day-ahead 
Energy Market and that they are not willing to incur Transmission Congestion Charges in the 
Real-time Energy Market shall be curtailed by the Office of the Interconnection as necessary to 
reduce or alleviate transmission congestion.  Bilateral transactions that were not included in the 
Day-ahead Energy Market and that are willing to incur congestion charges and bilateral 
transactions that were accepted in the Day-ahead Energy Market shall continue to be 
implemented during periods of congestion, except as may be necessary to respond to 
Emergencies. 
 
1.10.8 Office of the Interconnection Responsibilities. 
 
(a) The Office of the Interconnection shall use its best efforts to determine (i) the least-cost 
means of satisfying the projected hourly requirements for energy, Operating Reserves, and other 
ancillary services of the Market Buyers, including the reliability requirements of the PJM 
Region, of the Day-ahead Energy Market, and (ii) the least-cost means of satisfying the 
Operating Reserve and other ancillary service requirements for any portion of the load forecast 
of the Office of the Interconnection for the Operating Day in excess of that scheduled in the Day-
ahead Energy Market.  In making these determinations, the Office of the Interconnection shall 
take into account:  (i) the Office of the Interconnection’s forecasts of PJM Interchange Energy 
Market and PJM Region energy requirements, giving due consideration to the energy 
requirement forecasts and purchase requests submitted by Market Buyers and PRD Curves 
properly submitted by Load Serving Entities for the Price Responsive Demand loads they serve; 
(ii) the offers submitted by Market Sellers; (iii) the availability of limited energy resources; (iv) 
the capacity, location, and other relevant characteristics of self-scheduled resources; (v) the 
objectives of each Control Zone for Operating Reserves, as specified in the PJM Manuals; (vi) 
the requirements of each Regulation Zone for Regulation and other ancillary services, as 
specified in the PJM Manuals; (vii) the benefits of avoiding or minimizing transmission 
constraint control operations, as specified in the PJM Manuals; and (viii) such other factors as 
the Office of the Interconnection reasonably concludes are relevant to the foregoing 
determination, including, without limitation, transmission constraints on external coordinated 
flowgates to the extent provided by section 1.7.6.  The Office of the Interconnection shall 
develop a Day-ahead Energy Market based on the foregoing determination, and shall determine 
the Day-ahead Prices resulting from such schedule.  The Office of the Interconnection shall 
report the planned schedule for a hydropower resource to the operator of that resource as 
necessary for plant safety and security, and legal limitations on pond elevations. 
 
(b) By 1:30 p.m., or as soon as practicable thereafter, of the day before each Operating Day, 
or such other deadline as may be specified by the Office of the Interconnection in the PJM 
Manuals, the Office of the Interconnection shall:  (i) post the aggregate Day-ahead Energy 
Market results; (ii) post the Day-ahead Prices; and (iii) inform the Market Sellers, Market 
Buyers, and Economic Load Response Participants of their scheduled injections, withdrawals, 
and demand reductions respectively.  The foregoing notwithstanding, the deadlines set forth in 
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this subsection shall not apply if the Office of the Interconnection is unable to obtain Market 
Participant bid/offer data due to extraordinary circumstances.  For purposes of this subsection, 
extraordinary circumstances shall mean a technical malfunction that limits, prohibits or 
otherwise interferes with the ability of the Office of the Interconnection to obtain Market 
Participant bid/offer data prior to 11:59 p.m. on the day before the affected Operating Day.  
Extraordinary circumstances do not include a Market Participant’s inability to submit bid/offer 
data to the Office of the Interconnection.  If the Office of the Interconnection is unable to clear 
the Day-ahead Energy Market prior to 11:59 p.m. on the day before the affected Operating Day 
as a result of such extraordinary circumstances, the Office of the Interconnection shall notify 
Members as soon as practicable.  
 
(c) Following posting of the information specified in Section 1.10.8(b), and absent 
extraordinary circumstances preventing the clearing of the Day-ahead Energy Market, the Office 
of the Interconnection shall revise its schedule of generation resources to reflect updated 
projections of load, conditions affecting electric system operations in the PJM Region, the 
availability of and constraints on limited energy and other resources, transmission constraints, 
and other relevant factors.   
 
(d) Market Buyers shall pay PJMSettlement and Market Sellers shall be paid by 
PJMSettlement for the quantities of energy scheduled in the Day-ahead Energy Market at the 
Day-ahead Prices when the Day-ahead Price is positive.  Market Buyers shall be paid by 
PJMSettlement and Market Sellers shall pay PJMSettlement for the quantities of energy 
scheduled in the Day-ahead Energy Market at the Day-ahead Prices when the Day-ahead Price is 
negative.  Economic Load Response Participants shall be paid for scheduled demand reductions 
pursuant to Section 3.3A of this Schedule.  Notwithstanding the foregoing, if the Office of the 
Interconnection is unable to clear the Day-ahead Energy Market prior to 11:59 p.m. on the day 
before the affected Operating Day due to extraordinary circumstances as described in subsection 
(b) above, no settlements shall be made for the Day-ahead Energy Market, no scheduled 
megawatt quantities shall be established, and no Day-ahead Prices shall be established for that 
Operating Day.  Rather, for purposes of settlements for such Operating Day, the Office of the 
Interconnection shall utilize a scheduled megawatt quantity and price of zero and all settlements, 
including Financial Transmission Right Target Allocations, will be based on the real-time 
quantities and prices as determined pursuant to Sections 2.4 and 2.5 hereof. 
 
(e) If the Office of the Interconnection discovers an error in prices and/or cleared quantities 
in the Day-ahead Energy Market, Real-time Energy Market, Ancillary Services Markets or Day 
Ahead Scheduling Reserve Market after it has posted the results for these markets on its Web 
site, the Office of the Interconnection shall notify Market Participants of the error as soon as 
possible after it is found, but in no event later than 12:00 p.m. of the second Bbusiness Dday 
following the Operating Day for the Ancillary Services Markets and Real-time Energy Market, 
and no later than 5:00 p.m. of the second Bbusiness Dday following the initial publication of the 
results for the Day-ahead Scheduling Reserve Market and Day-ahead Energy Market.  After this 
initial notification, if the Office of the Interconnection determines it is necessary to post modified 
results, it shall provide notification of its intent to do so, together with all available supporting 
documentation, by no later than 5:00 p.m. of the fifth Bbusiness Dday following the Operating 
Day for the Ancillary Services Markets and Real-time Energy Market, and no later than 5:00 
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p.m. of the fifth Bbusiness Dday following the initial publication of the results in the Day-ahead 
Scheduling Reserve Market and the Day-ahead Energy Market.  Thereafter, the Office of the 
Interconnection must post on its Web site the corrected results by no later than 5:00 p.m. of the 
tenth calendar day following the Operating Day for the Ancillary Services Markets, Day-ahead 
Energy Market and Real-time Energy Market, and no later than 5:00 p.m. of the tenth calendar 
day following the initial publication of the results in the Day-ahead Scheduling Reserve Market. 
Should any of the above deadlines pass without the associated action on the part of the Office of 
the Interconnection, the originally posted results will be considered final.  Notwithstanding the 
foregoing, the deadlines set forth above shall not apply if the referenced market results are under 
publicly noticed review by the FERC. 
 
(f) Consistent with Section 18.17.1 of the PJM Operating Agreement, and notwithstanding 
anything to the contrary in the Operating Agreement or in the PJM Tariff, to allow the tracking 
of Market Participants’ non-aggregated bids and offers over time as required by FERC Order No. 
719, the Office of the Interconnection shall post on its Web site the non-aggregated bid data and 
Offer Data submitted by Market Participants (for participation in the PJM Interchange Energy 
Market) approximately four months after the bid or offer was submitted to the Office of the 
Interconnection.   
 
1.10.9 Hourly Scheduling. 
 
(a) Following the initial posting by the Office of the Interconnection of the Locational 
Marginal Prices resulting from the Day-ahead Energy Market, and subject to the right of the 
Office of the Interconnection to schedule and dispatch pool-scheduled resources and to direct 
that schedules be changed in an Emergency, and absent extraordinary circumstances preventing 
the clearing of the Day-ahead Energy Market, a generation rebidding period shall exist.  
Typically the rebidding period shall be from the time the Office of the Interconnection posts the 
results of the Day-ahead Energy Market until 2:15 p.m. on the day before each Operating Day.  
However, should the clearing of the Day-ahead Energy Market be significantly delayed, the 
Office of the Interconnection may establish a revised rebidding period.  During the rebidding 
period, Market Participants may submit revisions to generation Offer Data for any generation 
resource that was not selected as a pool-scheduled resource in the Day-ahead Energy Market.  
Adjustments to the Day-ahead Energy Market shall be settled at the applicable Real-time Prices, 
and shall not affect the obligation to pay or receive payment for the quantities of energy 
scheduled in the Day-ahead Energy Market at the applicable Day-ahead Prices.  
 
(b) A Market Participant may adjust the schedule of a resource under its dispatch control on 
an hour-to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, provided 
that the Office of the Interconnection is notified not later than 60 minutes prior to the hour in 
which the adjustment is to take effect, as follows: 
 

i) A Generating Market Buyer may self-schedule any of its resource  
increments, including hydropower resources, not previously designated as 
self-scheduled and not selected as a pool-scheduled resource in the Day-
ahead Energy Market; 

 



 

Page 594 

ii) A Market Participant may request the scheduling of a non-firm bilateral 
transaction; or 

 
iii) A Market Participant may request the scheduling of deliveries or receipts 

of Spot Market Energy; or 
 
iv) A Generating Market Buyer may remove from service a resource 

increment, including a hydropower resource, that it had previously 
designated as self-scheduled, provided that the Office of the 
Interconnection shall have the option to schedule energy from any such 
resource increment that is a Capacity Resource at the price offered in the 
scheduling process, with no obligation to pay any start-up fee. 

 
(c)       With respect to a pool-scheduled resource that is included in the Day-ahead Energy 
Market, a Market Seller may not change or otherwise modify its offer to sell energy. 
 
(d) An External Market Buyer may refuse delivery of some or all of the energy it requested 
to purchase in the Day-ahead Energy Market by notifying the Office of the Interconnection of 
the adjustment in deliveries not later than 60 minutes prior to the hour in which the adjustment is 
to take effect, but any such adjustment shall not affect the obligation of the External Market 
Buyer to pay for energy scheduled on its behalf in the Day-ahead Energy Market at the 
applicable Day-ahead Prices.  
 
(e) The Office of the Interconnection shall provide External Market Buyers and External 
Market Sellers and parties to bilateral transactions with any revisions to their schedules resulting 
from the rebidding period by 6:30 p.m. on the day before each Operating Day.  The Office of the 
Interconnection may also commit additional resources after such time as system conditions 
require.  For each hour in the Operating Day, as soon as practicable after the deadlines specified 
in the foregoing subsection of this Section 1.10, the Office of the Interconnection shall provide 
External Market Buyers and External Market Sellers and parties to bilateral transactions with any 
revisions to their schedules for the hour.   
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2.5 Calculation of Real-time Prices. 
 
(a) The Office of the Interconnection shall determine the least costly means of obtaining 
energy to serve the next increment of load (taking account of any applicable and available load 
reductions indicated on PRD Curves properly submitted by any PRD Provider) at each bus in the 
PJM Region represented in the State Estimator and each Interface Pricing Point between PJM 
and an adjacent Control Area, based on the system conditions described by the most recent 
power flow solution produced by the State Estimator program and utilized in the PJM security-
constrained economic dispatch algorithm and the energy offers that are the basis for the Day-
ahead Energy Market, or that are determined to be eligible for consideration under Section 2.4 in 
connection with the real-time dispatch, as applicable.  This calculation shall be made by applying 
a real-time joint optimization of energy and reserves, given actual system conditions, a set of 
energy offers, a set of reserve offers, a set of Reserve Penalty Factors, and any binding 
transmission constraints that may exist.  In performing this calculation, the Office of the 
Interconnection shall calculate the cost of serving an increment of load at each bus from each 
resource associated with an eligible energy offer as the sum of the following components of 
Locational Marginal Price:  (1) System Energy Price, which is the price at which the Market 
Seller has offered to supply an additional increment of energy from a generation resource or 
decrease an increment of energy being consumed by a Demand Resource, (2) Congestion 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 the resource on transmission line 
loadings, and (3) Loss 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. The real-time Locational Marginal Prices at 
a bus shall be determined through the joint optimization program based on the lowest marginal 
cost to serve the next increment of load at the bus taking into account the applicable reserve 
requirements, unit resource constraints, transmission constraints, and marginal loss impact.   
 
(b) If all reserve requirements in every modeled Reserve Zone and Reserve Sub-zone can be 
met at prices less than or equal to the applicable Reserve Penalty Factor for those reserve 
requirements, real-time Locational Marginal Prices shall be calculated as described in Section 
2.5(a) above and no Reserve Penalty Factor(s) shall apply beyond the normal lost opportunity 
costs incurred by the reserve requirements.  When a reserve requirement cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor(s) associated with a Reserve Zone or 
Reserve Sub-zone, the real-time Locational Marginal Prices shall be calculated by incorporating 
the applicable Reserve Penalty Factor(s) for the deficient reserve requirement as the lost 
opportunity cost impact of the deficient reserve requirement, and the components of Locational 
Marginal Prices referenced in Section 2.5(a) above shall be calculated as described below. 

(c)    The Office of the Interconnection shall issue day-ahead alerts to PJM Members of the 
possible need to use emergency procedures during the following Operating Day.  Such 
emergency procedures may be required to alleviate real-time emergency conditions such as a 
transmission emergency or potential reserve shortage.  The alerts issued by the Office of the 
Interconnection may include, but are not limited to, the Maximum Generation Emergency 
Generation Alert, Primary Reserve Alert and/or Voltage Reduction Alert.   These alerts shall be 
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issued to keep all affected system personnel informed of the forecasted status of the PJM bulk 
power system. The Office of the Interconnection shall notify PJM Members of all alerts and the 
cancellation thereof via the methods described in the PJM Manuals.  The alerts shall be issued as 
soon as practicable to allow PJM Members sufficient time to prepare for such operating 
conditions.  The day-ahead alerts issued by the Office of the Interconnection are for 
informational purposes only and by themselves will not impact price calculation during the 
Operating Day. 

 

(d) The Office of the Interconnection shall issue a warning of impending operating reserve 
shortage and other emergency conditions in real-time to inform members of actual capacity 
shortages or contingencies that may jeopardize the reliable operation of the PJM bulk power 
system. Such warnings will generally precede any associated action taken to address the shortage 
conditions.   The Office of the Interconnection shall notify PJM Members of the issuance and 
cancellation of emergency procedures via the methods described in the PJM Manuals. The 
warnings that the Office of the Interconnection may issue include, but are not limited to, the 
Primary Reserve Warning, Voltage Reduction Warning, and Manual Load Dump Warning.   

The purpose of the Primary Reserve Warning is to warn members that the available Primary 
Reserve may be less than the Primary Reserve Requirement.  If the Primary Reserve shortage 
condition was forecasted in both security-constrained economic dispatch solutions as described 
in Section 2.2(d) above, the applicable Reserve Penalty Factor is incorporated into the 
Synchronized Reserve Market Clearing Price, Non-Synchronized Reserve Market Clearing Price 
and Locational Marginal Price as applicable.  

The purpose of the Voltage Reduction Warning is to warn PJM Members that the available 
Synchronized Reserve may be less than the Synchronized Reserve Requirement and that a 
voltage reduction may be required.  Following the Voltage Reduction Warning, the Office of the 
Interconnection may issue a Voltage Reduction Action during which it directs PJM Members to 
initiate a voltage reduction.  If the Office of the Interconnection issues a Voltage Reduction 
Action for the Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary 
Reserve Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement 
are incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Voltage Reduction Action has been 
terminated.  

The purpose of the Manual Load Dump Warning is to warn members that dumping load may be 
necessary to maintain reliability.  Following the Manual Load Dump Warning, the Office of the 
Interconnection may commence a Manual Load Dump Action during which it directs PJM 
Members to initiate a manual load dump pursuant to the procedures described in the PJM 
Manuals.  If the Office of the Interconnection issues a Manual Load Dump Action for the 
Reserve Zone or Reserve Sub-Zone the Reserve Penalty Factor for the Primary Reserve 
Requirement and the Reserve Penalty Factor for the Synchronized Reserve Requirement are 
incorporated in the calculation of the Synchronized Reserve Market Clearing Price, Non-
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Synchronized Reserve Market Clearing Price and Locational Marginal Price as applicable.  The 
Reserve Penalty Factor for the Primary Reserve Requirement and the Reserve Penalty Factor for 
the Synchronized Reserve Requirement will continue to be used in the Synchronized Reserve 
Market Clearing Price, Non-Synchronized Reserve Market Clearing Price and Locational 
Marginal Price calculation, as applicable, until the Manual Load Dump Action has been 
terminated.  

Shortage pricing will be terminated in a Reserve Zone or Reserve Sub-Zone when demand and 
reserve requirements can be fully satisfied with generation and demand response resources and 
any Voltage Reduction Action and/or Manual Load Dump Action taken for that Reserve Zone or 
Reserve Sub-Zone has also been terminated.   
 
(e) During the Operating Day, the calculation set forth in (a) shall be performed every five 
minutes, using the Office of the Interconnection’s Locational Marginal Price program, producing 
a set of Real-time Prices based on system conditions during the preceding interval.  The prices 
produced at five-minute intervals during an hour will be integrated to determine the Real-time 
Prices for that hour.  
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2.6A Interface Prices. 
 
PJM shall from time to time, as appropriate, define and revise Interface Pricing Points for 
purposes of calculating LMPs for energy exports to or energy imports from external balancing 
authority areas.  Such Interface Pricing Points may represent external balancing authority areas, 
aggregates of external balancing authority areas, or portions of any external balancing authority 
area.  Subject to the terms of this Section 2.6A, PJM may define Interface Pricing Points and 
interface pricing methods for a sub-area of a balancing authority area different from the pricing 
points and interface pricing methods applicable to the adjacent balancing authority area where 
the sub-area is located, and no action of the balancing authority area or any entity whose 
transactions do not source and/or sink within the sub-area shall affect the pricing points or 
interface pricing methods established for such sub-area. Definitions of Interface Pricing Points 
and price calculation methodologies may vary, depending on such factors as whether an external 
balancing authority area operates an organized electric market with locational pricing, whether 
the external balancing authority has entered an interregional congestion management agreement 
with PJM, and the availability of data from the external balancing authority area on such relevant 
items as unit costs, run status, and output.  PJM shall negotiate in good faith with any external 
balancing authority that seeks to enter into an interregional congestion management agreement 
with PJM, and will file such agreement, upon execution, with the Commission.  In the event PJM 
and an external balancing authority do not reach a mutually acceptable agreement, the external 
balancing authority may request, and PJM shall file with the Commission within 90 days after 
such request, an unexecuted congestion management agreement for such balancing authority. 
Nothing herein precludes PJM from entering into agreements with External Resource owners for 
the Dynamic Transfer of such resources, as contemplated by section 1.12 of this Schedule, at 
prices determined in accordance with such agreements.  Acceptable pricing point definitions and 
pricing methodologies include, but are not limited to, the following:  
 
(a) External Balancing Authority Areas that are Part of Larger Centrally Dispatched 
Organizations.  PJM shall determine a set of nodes external to the PJM system representing an 
external balancing authority area or set of balancing authority areas via flow analysis, utilizing 
standard power flow analysis tools, of the impact of transactions from the balancing authority 
area or areas on the transmission facilities connecting PJM with such external area(s).  PJM shall 
then weight the contribution of each identified node to the calculation of the interface price. For 
each Interface Pricing Point, a set of Tie Lines will be defined and each node in the interface 
definition will be assigned to a Tie Line.  PJM shall utilize the sensitivity of the Tie Lines to an 
injection at each external pricing point to weight the node associated with that Tie Line in the 
Interface Pricing Point calculation, as more fully described in the PJM Manuals. 
 
(b) External Areas that are Not Part of Larger Centrally Dispatched Organizations.  PJM may 
define pricing points aggregating multiple directly or non-directly connected external balancing 
authority areas that are not part of larger centrally dispatched organizations.  Prices at such points 
representing aggregated balancing authority areas shall be determined as described in subsection 
(a) above; provided, however, that PJM shall define Interface Pricing Points corresponding to 
individual, directly connected balancing authority areas, and establish alternative pricing 
methodologies for use as to such areas, to the extent that necessary supporting data is provided 
from the external area, as follows: 
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(1) PJM will define an Interface Pricing Point corresponding to a directly connected 
individual external balancing authority area or sub-area within a directly connected 
balancing authority area and determine prices in accordance with High-Low Pricing, as 
defined in section (A) below, if the balancing authority area or sub-area within the 
balancing authority area provides the data described in section (B) below. 

 
(A) Under High-Low Pricing, the price for imports of energy to PJM from the 
external balancing authority area shall equal the LMP calculated by PJM at the 
generator bus in such area with an output greater than 0 MW that has the lowest 
price in such area; and the price for exports of energy from PJM to the external 
balancing authority area shall equal the price at the generator bus in such area 
with an output greater than 0 MW that has the highest price in such area, updated 
every 5 minutes in the real time market and calculated for each hour in the Day-
Ahead market, to the extent and for the periods that the information described 
below is provided. 

 
(B)   Such pricing point and pricing methodology shall be provided only to the 
extent the external balancing authority area or sub-area provides or causes to be 
provided to PJM real-time telemetered load, generation and similar data for such 
area or sub-area demonstrating that the transaction receiving such pricing sources, 
or sinks as appropriate, in such area or sub-area.  Such data shall be of the type 
and in the form specified in the PJM Manuals.  If such data is provided, any 
transaction, regardless of participant, sourcing or sinking in such area will be 
priced in accordance with section (A) above.  During any hour in which any entity 
makes any purchases from other external areas outside of such area or sub-area 
(other than delivery of external designated Network Resources or such other 
exceptions specifically documented for such area or sub-area in the PJM 
Manuals) at the same time that energy sales into PJM are being made, or 
purchases energy from PJM for delivery into such area or sub-area while sales 
from such area to other external areas are simultaneously implemented (subject to 
any exceptions specifically documented for such area or sub-area in the PJM 
Manuals), pricing will revert to the applicable import or export pricing point that 
would otherwise be assigned to such external area or sub-area.   

 
(2) PJM will define an Interface Pricing Point corresponding to an individual external 
balancing authority area or sub-area within a directly connected balancing authority area 
and determine prices in accordance with Marginal Cost Proxy Pricing, as defined in 
section (A) below, if the balancing authority area or sub-area within a directly connected 
balancing authority area provides, in addition to the data specified in section (1)(B) 
above, the data described in section (B) below, provided, however, that such pricing 
methodology shall terminate, and pricing shall be governed by the methodology 
described in subsection (a) or (b)(1) above, as applicable, on January 31, 2010 for any 
external balancing authority area that has not executed an interregional congestion 
management agreement with the Office of the Interconnection prior to January 31, 2010. 
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(A) Under Marginal Cost Proxy Pricing, PJM shall compare the individual bus 
LMP for each generator in the PJM model in the directly connected balancing 
authority area or sub-area having a telemetered output greater than zero MW to 
the marginal cost for that generator. 

 
In real time, during each 5-minute calculation of LMPs for the PJM Region, PJM 
shall calculate the energy price for imports to PJM from such area or sub-area as 
the lowest LMP of any generator bus in such area or sub-area with an output 
greater than 0 MW that has an LMP less than its marginal cost for such 5-minute 
interval.  If no generator with an output greater than 0 MW has an LMP less than 
its marginal cost, then the import price shall be the average of the bus LMPs for 
the set of generators in such area with an output greater than 0 MW that PJM 
determines to be the marginal units in that area for that 5-minute interval.  PJM 
shall determine the set of marginal units in the external area by summing the 
output of the units serving load in that area in ascending order of the units’ 
marginal costs until such sum equals the real time load in such external area.  
Units in the external area with marginal costs at or above that of the last unit 
included in the sum shall be the marginal units for that area for that interval. 

 
PJM similarly shall calculate the energy price for exports from PJM to such area 
or sub-area as the highest LMP of any generator bus in such area or sub-area with 
an output greater than 0 MW that has an LMP greater than its marginal cost for 
such 5-minute interval.   If no generator with an output greater than 0 MW has an 
LMP greater than its marginal cost, then the export price shall be the  average of 
the bus LMPs for the set of generators with an output greater than 0 MW that PJM 
determines to be the marginal units in such area for that 5-minute interval, as 
described above.  
 
Locational interface prices in the Day-ahead Energy Market shall be calculated in 
the same manner as set forth above for the Real-time Energy Market, except that 
such prices will be determined on an hourly basis, utilizing information regarding 
whether each unit in such area is scheduled to run for each hour of the following 
day, provided as specified in subsection (B) below. 
 
(B)   Such pricing point and pricing methodology shall be provided only to the 
extent the external balancing authority area or sub-area provides or causes to be 
provided to PJM (i) unit-specific, real time telemetered output data for each unit 
in the PJM network model in such area or sub-area; (ii) unit-specific marginal 
cost data for each unit in the PJM network model in such area or sub-area, 
prepared in accordance with the PJM Manuals and subject to the same review of 
the PJM Independent Market Monitor as any such cost data for internal PJM 
units; and (iii) a day-ahead indication for each unit in such area or sub-area as to 
whether that unit is scheduled to run for each hour of the following day. During 
any hour in which any entity makes any purchases from other external areas 
outside of such area or sub-area (other than delivery of external designated 
Network Resources or such other exceptions specifically documented for such 
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area or sub-area in the PJM Manuals) at the same time that energy sales into PJM 
are being made, or purchases energy from PJM for delivery into such area or sub-
area while sales from such area to other external areas are simultaneously 
implemented (subject to any exceptions specifically documented for such area or 
sub-area in the PJM Manuals), pricing will revert to the applicable import or 
export pricing point that would otherwise be assigned to such external area or 
sub-area. 
 
(C) PJM shall post the individual generator bus LMPs in the directly 
connected external control areas for informational purposes; provided, however, 
that no settlement shall take place at such external bus LMPs, and such nodes 
shall not be available for the submission of Virtual Transactions in the PJM Day-
ahead Energy Market. 

 
(3) All data provided to PJM by balancing and/or reliability authorities hereunder will 
be used only for the purpose of implementing the interface pricing set forth herein, will 
be treated confidentially by PJM, and will be afforded the same treatment provided to 
Member confidential data under the PJM Operating Agreement. 
 
(4) PJM reserves the right to audit the data supplied to PJM hereunder by giving 
written notice to the relevant balancing/reliability authority/market operator no more than 
three months following provision of such data, and at least ten (10) Bbusiness Ddays in 
advance of the date that PJM wishes to initiate such audit, with completion of the audit 
occurring within sixty (60) days of such notice.  Each party shall be responsible for its 
own expenses related to any such audit. 
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3.2 Market Buyers. 
 
3.2.1 Spot Market Energy Charges. 
 
(a) The Office of the Interconnection shall calculate System Energy Prices in the form of 
Day-ahead System Energy Prices and Real-time System Energy Prices for the PJM Region, in 
accordance with Section 2 of this Schedule. 
 
(b) Market Buyers shall be charged for all load (net of Behind The Meter Generation 
expected to be operating, but not to be less than zero) scheduled to be served from the PJM 
Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead System Energy 
Price. 
 
(c) Generating Market Buyers shall be paid for all energy scheduled to be delivered to the 
PJM Interchange Energy Market in the Day-ahead Energy Market at the Day-ahead System 
Energy Price. 
 
(d) At the end of each hour during an Operating Day, the Office of the Interconnection shall 
calculate the total amount of net hourly PJM Interchange for each Market Buyer, including 
Generating Market Buyers, in accordance with the PJM Manuals.  For Internal Market Buyers 
that are Load Serving Entities or purchasing on behalf of Load Serving Entities, this calculation 
shall include determination of the net energy flows from:  (i) Tie Lines; (ii) any generation 
resource the output of which is controlled by the Market Buyer but delivered to it over another 
entity’s Transmission Facilities; (iii) any generation resource the output of which is controlled by 
another entity but which is directly interconnected with the Market Buyer’s transmission system; 
(iv) deliveries pursuant to bilateral energy sales; (v) receipts pursuant to bilateral energy 
purchases; and (vi) an adjustment to account for the day-ahead PJM Interchange, calculated as 
the difference between scheduled withdrawals and injections by that Market Buyer in the Day-
ahead Energy Market.  For External Market Buyers and Internal Market Buyers that are not Load 
Serving Entities or purchasing on behalf of Load Serving Entities, this calculation shall 
determine the energy scheduled hourly for delivery to the Market Buyer net of the amounts 
scheduled by such Market Buyer in the Day-ahead Energy Market. 
 
(e) An Internal Market Buyer shall be charged for Spot Market Energy purchases to the 
extent of its hourly net purchases from the PJM Interchange Energy Market, determined as 
specified in Section 3.2.1(d) above.  An External Market Buyer shall be charged for its Spot 
Market Energy purchases based on the energy delivered to it, determined as specified in Section 
3.2.1(d) above. The total charge shall be determined by the product of the hourly net amount of 
PJM Interchange Imports times the hourly Real-time System Energy Price for that Market Buyer. 
 
(f) A Generating Market Buyer shall be paid as a Market Seller for sales of Spot Market 
Energy to the extent of its hourly net sales into the PJM Interchange Energy Market, determined 
as specified in Section 3.2.1(d) above.  The total payment shall be determined by the product of 
the hourly net amount of PJM Interchange Exports times the hourly Real-time System Energy 
Price for that Market Seller. 
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3.2.2 Regulation. 
 
(a) Each Internal Market Buyer that is a Load Serving Entity in a Regulation Zone shall have 
an hourly Regulation objective equal to its pro rata share of the Regulation requirements of such 
Regulation Zone for the hour, based on the Internal Market Buyer’s total load (net of operating 
Behind The Meter Generation, but not to be less than zero) in such Regulation Zone for the hour 
(“Regulation Obligation”).  An Internal Market Buyer that does not meet its hourly Regulation 
obligation shall be charged the following for Regulation dispatched by the Office of the 
Interconnection to meet such obligation: (i) the capability Regulation market-clearing price 
determined in accordance with subsection (h) of this section; (ii) the amounts, if any, described 
in subsection (f) of this section; and (iii) the performance Regulation market-clearing price 
determined in accordance with subsection (g) of this section. 
 
(b) Each Market Seller and Generating Market Buyer shall be credited for each of its 
resources supplying Regulation in a Regulation Zone at the direction of the Office of the 
Interconnection such that the calculated credit for each increment of Regulation provided by 
each resource shall be the higher of: (i) the Regulation market-clearing price; or (ii) the sum of 
the applicable Regulation offers for a resource determined pursuant to Section 3.2.2A.1 of this 
Schedule, the unit-specific shoulder hour opportunity costs described in subsection (e) of this 
section, the unit-specific inter-temporal opportunity costs, and the unit-specific opportunity costs 
discussed in subsection (d) of this section.   
  
(c) The total Regulation market-clearing price in each Regulation Zone shall be determined 
at a time to be determined by the Office of the Interconnection which shall be no earlier than the 
day before the Operating Day. In accordance with the PJM Manuals, the total Regulation market-
clearing price shall be calculated by optimizing the dispatch profile to obtain the lowest cost 
combination set of resources that satisfies the Regulation requirement. The market-clearing price 
for each regulating hour shall be equal to the average of all 5-minute clearing prices calculated 
during that hour. The total Regulation market-clearing price shall include: (i) the performance 
Regulation market-clearing price in a Regulation Zone that shall be calculated in accordance 
with subsection (g) of this section; (ii) the capability Regulation market-clearing price that shall 
be calculated in accordance with subsection (h) of this section; and (iii) a Regulation resource’s 
unit-specific opportunity costs during the 5-minute period, determined as described in subsection 
(d) below, divided by the unit-specific benefits factor described in subsection (j) of this section 
and divided by the historic accuracy score of the resource from among the resources selected to 
provide Regulation.  A resource’s Regulation offer by any Market Seller that fails the three-
pivotal supplier test set forth in section 3.2.2A.1 of this Schedule shall not exceed the cost of 
providing Regulation from such resource, plus twelve dollars, as determined pursuant to the 
formula in section 1.10.1A(e) of this Schedule. 
 
(d) In determining the Regulation 5-minute clearing price for each Regulation Zone, the 
estimated unit-specific opportunity costs of a generation resource offering to sell Regulation in 
each regulating hour, except for hydroelectric resources, shall be equal to the product of (i) the 
deviation of the set point of the generation resource that is expected to be required in order to 
provide Regulation from the generation resource’s expected output level if it had been 
dispatched in economic merit order times, (ii) the absolute value of the difference between the 



 

Page 604 

expected Locational Marginal Price at the generation bus for the generation resource and the 
lesser of the available market-based or highest available cost-based energy offer from the 
generation resource (at the megawatt level of the Regulation set point for the resource) in the 
PJM Interchange Energy Market.   
 
For hydroelectric resources offering to sell Regulation in a regulating hour, the estimated unit-
specific opportunity costs for each hydroelectric resource in spill conditions as defined in the 
PJM Manuals will be the full value of the Locational Marginal Price at that generation bus for 
each megawatt of Regulation capability. 
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and has a day-ahead megawatt commitment greater 
than zero shall be equal to the product of (i) the deviation of the set point of the hydroelectric 
resource that is expected to be required in order to provide Regulation from the hydroelectric 
resource’s expected output level if it had been dispatched in economic merit order times (ii) the 
difference between the expected Locational Marginal Price at the generation bus for the 
hydroelectric resource and the average of the Locational Marginal Price at the generation bus for 
the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding those hours 
during which all available units at the hydroelectric resource were operating.  Estimated 
opportunity costs shall be zero for hydroelectric resources for which the average Locational 
Marginal Price at the generation bus for the appropriate on-peak or off-peak period, excluding 
those hours during which all available units at the hydroelectric resource were operating is higher 
than the actual Locational Marginal Price at the generator bus for the regulating hour.   
 
The estimated unit-specific opportunity costs for each hydroelectric resource that is not in spill 
conditions as defined in the PJM Manuals and does not have a day-ahead megawatt commitment 
greater than zero shall be equal to the product of (i) the deviation of the set point of the 
hydroelectric resource that is expected to be required in order to provide Regulation from the 
hydroelectric resource’s expected output level if it had been dispatched in economic merit order 
times (ii) the difference between the average of the Locational Marginal Price at the generation 
bus for the appropriate on-peak or off-peak period as defined in the PJM Manuals, excluding 
those hours during which all available units  at the hydroelectric resource were operating and the 
expected Locational Marginal Price at the generation bus for the hydroelectric resource.  
Estimated opportunity costs shall be zero for hydroelectric resources for which the actual 
Locational Marginal Price at the generator bus for the regulating hour is higher than the average 
Locational Marginal Price at the generation bus for the appropriate on-peak or off-peak period, 
excluding those hours during which all available units at the hydroelectric resource were 
operating.   
 
For the purpose of committing resources and setting Regulation market clearing prices, the 
Office of the Interconnection shall utilize day-ahead Locational Marginal Prices to calculate 
opportunity costs for hydroelectric resources.  For the purposes of settlements, the Office of the 
Interconnection shall utilize the real-time Locational Marginal Prices to calculate opportunity 
costs for hydroelectric resources. 
 
Estimated opportunity costs for Demand Resources to provide Regulation are zero. 
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(e) In determining the credit under subsection (b) to a Market Seller or Generating Market 
Buyer selected to provide Regulation in a Regulation Zone and that actively follows the Office 
of the Interconnection‘s Regulation signals and instructions, the unit-specific opportunity cost of 
a generation resource shall be determined for each hour that the Office of the Interconnection 
requires a generation resource to provide Regulation, and for the percentage of the preceding 
shoulder hour and the following shoulder hour during which the Generating Market Buyer or 
Market Seller provided Regulation. The unit-specific opportunity cost incurred during the hour 
in which the Regulation obligation is fulfilled shall be equal to the product of (i) the deviation of 
the generation resource‘s output necessary to follow the Office of the Interconnection‘s 
Regulation signals from the generation resource‘s expected output level if it had been dispatched 
in economic merit order times (ii) the absolute value of the difference between the Locational 
Marginal Price at the generation bus for the generation resource and the lesser of the available 
market-based or highest available cost-based energy offer from the generation resource (at the 
actual megawatt level of the resource when the actual megawatt level is within the tolerance 
defined in the PJM Manuals for the Regulation set point, or at the Regulation set point for the 
resource when it is not within the corresponding tolerance) in the PJM Interchange Energy 
Market. Opportunity costs for Demand Resources to provide Regulation are zero. 
 
The unit-specific opportunity costs associated with uneconomic operation during the preceding 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the initial regulating hour in order to 
provide Regulation and the resource‘s expected output in the preceding shoulder hour times (ii) 
the absolute value of the difference between the Locational Marginal Price at the generation bus 
for the generation resource in the preceding shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in the initial regulating hour) in the PJM 
Interchange Energy Market, times (iii) the percentage of the preceding shoulder hour during 
which the deviation was incurred, all as determined by the Office of the Interconnection in 
accordance with procedures specified in the PJM Manuals. 
 
The unit-specific opportunity costs associated with uneconomic operation during the following 
shoulder hour shall be equal to the product of (i) the deviation between the set point of the 
generation resource that is expected to be required in the final regulating hour in order to provide 
Regulation and the resource‘s expected output in the following shoulder hour times (ii) the 
absolute value of the difference between the Locational Marginal Price at the generation bus for 
the generation resource in the following shoulder hour and the lesser of the available market-
based or highest available cost-based energy offer from the generation resource (at the megawatt 
level of the Regulation set point for the resource in final regulating hour) in the PJM Interchange 
Energy Market, times (iii) the percentage of the following shoulder hour during which the 
deviation was incurred, all as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. 
 
(f) Any amounts credited for Regulation in an hour in excess of the Regulation market-
clearing price in that hour shall be allocated and charged to each Internal Market Buyer in a 
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Regulation Zone that does not meet its hourly Regulation obligation in proportion to its 
purchases of Regulation in such Regulation Zone in megawatt-hours during that hour. 
 
(g)  To determine the performance Regulation market-clearing price for each Regulation 
Zone, the Office of the Interconnection shall adjust the submitted performance offer for each 
resource in accordance with the historical performance of that resource, the amount of 
Regulation that resource will be dispatched based on the ratio of control signals calculated by the 
Office of the Interconnection, and the unit-specific benefits factor described in subsection (j) of 
this section for which that resource is qualified.  The maximum adjusted performance offer of all 
cleared resources will set the performance Regulation market-clearing price. 
 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions, will be credited for Regulation performance by multiplying 
the assigned MW(s) by the performance Regulation market-clearing price, by the ratio between 
the requested mileage for the Regulation dispatch signal assigned to the Regulation resource and 
the Regulation dispatch signal assigned to traditional resources, and by the Regulation resource’s 
accuracy score calculated in accordance with subsection (k) of this section. 
 
(h) The Office of the Interconnection shall divide each Regulation resource’s capability offer 
by the unit-specific benefits factor described in subsection (j) of this section and divided by the 
historic accuracy score for the resource for the purposes of committing resources and setting the 
market clearing prices. 
 
The Office of the Interconnection shall calculate the capability Regulation market-clearing price 
for each Regulation Zone by subtracting the performance Regulation market-clearing price 
described in subsection (g) from the total Regulation market clearing price described in 
subsection (c). This residual sets the capability Regulation market clearing price for that market 
hour. 
 
The owner of each Regulation resource that actively follows the Office of the Interconnection’s 
Regulation signals and instructions will be credited for Regulation capability based on the 
assigned MW and the capability Regulation market-clearing price multiplied by the Regulation 
resource’s accuracy score calculated in accordance with subsection (k) of this section. 
 
(i)  In accordance with the processes described in the PJM Manuals, the Office of the 
Interconnection shall: (i) calculate inter-temporal opportunity costs for each applicable resource; 
(ii) include such inter-temporal opportunity costs in each applicable resource’s offer to sell 
frequency Regulation service; and (iii) account for such inter-temporal opportunity costs in the 
Regulation market-clearing price.   

 
(j)  The Office of the Interconnection shall calculate a unit-specific benefits factor for each of 
the dynamic Regulation signal and traditional Regulation signal in accordance with the PJM 
Manuals.  Each resource shall be assigned a unit-specific benefits factor based on their order in 
the merit order stack for the applicable Regulation signal.  The unit-specific benefits factor is the 
point on the benefits factor curve that aligns with the last megawatt, adjusted by historical 
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performance, that resource will add to the dynamic resource stack.  The unit-specific benefits 
factor for the traditional Regulation signal shall be equal to one. 
 
(k) The Office of the Interconnection shall calculate each Regulation resource’s accuracy 
score.  The accuracy score shall be the average of a delay score, correlation score, and energy 
score for each ten second interval.  For purposes of setting the interval to be used for the 
correlation score and delay scores, PJM will use the maximum of the correlation score plus the 
delay score for each interval. 
 
The Office of the Interconnection shall calculate the correlation score using the following 
statistical correlation function (r) that measures the delay in response between the Regulation 
signal and the resource change in output: 
 
 Correlation Score = rSignal,Response(δ,δ+5 Min); 
     δ=0 to 5 Min 
 
 where δ is delay. 
 
The Office of the Interconnection shall calculate the delay score using the following equation: 
 
 Delay Score = Abs ((δ- 5 Minutes) / (5 Minutes)). 
 
The Office of the Interconnection shall calculate a energy score as a function of the difference in 
the energy provided versus the energy requested by the Regulation signal while scaling for the 
number of samples.  The energy score is the absolute error (ε) as a function of the resource’s 
Regulation capacity using the following equations: 
 
 Energy Score = 1 - 1/n ∑ Abs (Error); 
 
 Error = Average of Abs ((Response - Regulation Signal) / (Hourly Average Regulation 
 Signal)); and 
 
 

n = the number of samples in the hour and the energy. 
 
The Office of the Interconnection shall calculate an accuracy score for each Regulation resource 
that is the average of the delay score, correlation score, and energy score for a five-minute period 
using the following equation where the energy score, the delay score, and the correlation score 
are each weighted equally: 
 
 Accuracy Score = max ((Delay Score) + (Correlation Score)) + (Energy  Score). 
 
The historic accuracy score will be based on a rolling average of the hourly accuracy scores, with 
consideration of the qualification score, as defined in the PJM Manuals. 
 
3.2.2A Offer Price Caps. 



 

Page 608 

 
3.2.2A.1 Applicability. 
 
(a) Each hour, the Office of the Interconnection shall conduct a three-pivotal supplier test as 
described in this section.  Regulation offers from Market Sellers that fail the three-pivotal 
supplier test shall be capped in the hour in which they failed the test at their cost based offers as 
determined pursuant to section 1.10.1A(e) of this Schedule.  A Regulation supplier fails the 
three-pivotal supplier test in any hour in which such Regulation supplier and the two largest 
other Regulation suppliers are jointly pivotal. 
 
(b) For the purposes of conducting the three-pivotal supplier test pursuant to this section, the 
following applies: 
 

(i) The three-pivotal supplier test will include in the definition of available 
supply all offers from resources capable of satisfying the Regulation 
requirement of the PJM Region multiplied by the historic accuracy score 
of the resource and multiplied by the unit-specific benefits factor for 
which the capability cost-based offer plus the performance cost-based 
offer plus any eligible opportunity costs is no greater than 150 percent of 
the clearing price that would be calculated if all offers were limited to cost 
(plus eligible opportunity costs). 

 
(ii) The three-pivotal supplier test will apply on a Regulation supplier basis 

(i.e. not a resource by resource basis) and only the Regulation suppliers 
that fail the three-pivotal supplier test will have their Regulation offers 
capped.  A Regulation supplier for the purposes of this section includes 
corporate affiliates.  Regulation from resources controlled by a Regulation 
supplier or its affiliates, whether by contract with unaffiliated third parties 
or otherwise, will be included as Regulation of that Regulation supplier.  
Regulation provided by resources owned by a Regulation supplier but 
controlled by an unaffiliated third party, whether by contract or otherwise, 
will be included as Regulation of that third party. 

 
(iii)  Each supplier shall be ranked from the largest to the smallest offered 

megawatt of eligible Regulation supply adjusted by the historic 
performance of each resource and the unit-specific benefits factor.  
Suppliers are then tested in order, starting with the three largest suppliers.  
For each iteration of the test, the two largest suppliers are combined with a 
third supplier, and the combined supply is subtracted from total effective 
supply.  The resulting net amount of eligible supply is divided by the 
Regulation requirement for the hour to determine the residual supply 
index.  Where the residual supply index for three pivotal suppliers is less 
than or equal to 1.0, then the three suppliers are jointly pivotal and the 
suppliers being tested fail the three pivotal supplier test.  Iterations of the 
test continue until the combination of the two largest suppliers and a third 
supplier result in a residual supply index greater than 1.0, at which point 
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the remaining suppliers pass the test.  Any resource owner that fails the 
three-pivotal supplier test will be offer-capped. 

 
3.2.3 Operating Reserves. 
 
(a) A Market Seller’s pool-scheduled resources capable of providing Operating Reserves 
shall be credited as specified below based on the prices offered for the operation of such 
resource, provided that the resource was available for the entire time specified in the Offer Data 
for such resource.  To the extent that Section 3.2.3A.01 of Schedule 1 of this Agreement does not 
meet the Day-ahead Scheduling Reserves Requirement, the Office of the Interconnection shall 
schedule additional Operating Reserves pursuant to Section 1.7.17 and 1.10 of Schedule 1 of this 
Agreement.  In addition the Office of the Interconnection shall schedule Operating Reserves 
pursuant to those sections to satisfy any unforeseen Operating Reserve requirements that are not 
reflected in the Day-ahead Scheduling Reserves Requirement. 
 
(b) The following determination shall be made for each pool-scheduled resource that is 
scheduled in the Day-ahead Energy Market:  the total offered price for start-up and no-load fees 
and energy, determined on the basis of the resource’s scheduled output, shall be compared to the 
total value of that resource’s energy – as determined by the Day-ahead Energy Market and the 
Day-ahead Prices applicable to the relevant generation bus in the Day-ahead Energy Market. 
PJM shall also (i) determine whether any resources were scheduled in the Day-ahead Energy 
Market to provide Black Start service, Reactive Services or transfer interface control during the 
Operating Day because they are known or expected to be needed to maintain system reliability in 
a Zone during the Operating Day in order to minimize the total cost of Operating Reserves 
associated with the provision of such services and reflect the most accurate possible expectation 
of real-time operating conditions in the day-ahead model, which resources would not have 
otherwise been committed in the day-ahead security-constrained dispatch and (ii) report on the 
day following the Operating Day the megawatt quantities scheduled in the Day-ahead Energy 
Market for the above-enumerated purposes for the entire RTO. 
 
Except as provided in Section 3.2.3(n), if the total offered price summed over all hours exceeds 
the total value summed over all hours, the difference shall be credited to the Market Seller. The 
Office of the Interconnection shall apply any balancing Operating Reserve credits allocated 
pursuant to this Section 3.2.3(b) to real-time deviations from day-ahead schedules or real-time 
load share plus exports, pursuant to Section 3.2.3(p), depending on whether the balancing 
Operating Reserve credits are related to resources scheduled during the reliability analysis for an 
Operating Day, or during the actual Operating Day.   
 

(i) For resources scheduled by the Office of the Interconnection during the 
reliability analysis for an Operating Day, the associated balancing 
Operating Reserve credits shall be allocated based on the reason the 
resource was scheduled according to the following provisions: 

 
(A) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
operate in real-time to augment the physical resources committed in the 
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Day-ahead Energy Market to meet the forecasted real-time load plus the 
Operating Reserve requirement, the associated balancing Operating 
Reserve credits, identified as RA Credits for Deviations, shall be allocated 
to real-time deviations from day-ahead schedules.   
 
(B) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve 
credits, identified as RA Credits for Reliability, shall be allocated 
according to ratio share of real time load plus export transactions.  
 
(C) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing 
Operating Reserves, the associated balancing Operating Reserve credits 
shall be segmented and separately allocated pursuant to subsections 
3.2.3(b)(i)(A) or 3.2.3(b)(i)(B) hereof.  Balancing Operating Reserve 
credits for such resources will be identified in the same manner as units 
committed during the reliability analysis pursuant to subsections 
3.2.3(b)(i)(A) and 3.2.3(b)(i)(B) hereof. 

 
(ii) For resources scheduled during an Operating Day, the associated 

balancing Operating Reserve credits shall be allocated according to the 
following provisions: 

 
(A) If the Office of the Interconnection directs a resource to operate 
during an Operating Day to provide balancing Operating Reserves, the 
associated balancing Operating Reserve credits, identified as RT Credits 
for Reliability, shall be allocated according to ratio share of load plus 
exports.  The foregoing notwithstanding, credits will be applied pursuant 
to this section only if the LMP at the resource's bus does not meet or 
exceed the applicable offer of the resource for at least four 5-minute 
intervals during one or more discrete clock hours during each period the 
resource operated and produced MWs during the relevant Operating Day.  
If a resource operated and produced MWs for less than four 5-minute 
intervals during one or more discrete clock hours during the relevant 
Operating Day, the credits for that resource during the hour it was 
operated less than four 5-minute intervals will be identified as being in the 
same category (RT Credits for Reliability or RT Credits for Deviations) as 
identified for the Operating Reserves for the other discrete clock hours. 
 
(B) If the Office of the Interconnection directs a resource not covered 
by Section 3.2.3(b)(ii)(A) hereof to operate in real-time during an 
Operating Day, the associated balancing Operating Reserve credits, 
identified as RT Credits for Deviations, shall be allocated according to 
real-time deviations from day-ahead schedules.   
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(iii) PJM shall post on its Web site the aggregate amount of MWs committed 

that meet the criteria referenced in subsections (b)(i) and (b)(ii) hereof. 
 
(c) The sum of the foregoing credits calculated in accordance with Section 3.2.3(b) plus any 
unallocated charges from Section 3.2.3(h) and 5.1.7, and any shortfalls paid pursuant to the 
Market Settlement provision of the Day-ahead Economic Load Response Program, shall be the 
cost of Operating Reserves in the Day-ahead Energy Market. 
 
(d) The cost of Operating Reserves in the Day-ahead Energy Market shall be allocated and 
charged to each Market Participant in proportion to the sum of its (i) scheduled load (net of 
Behind The Meter Generation expected to be operating, but not to be less than zero) and 
accepted Decrement Bids in the Day-ahead Energy Market in megawatt-hours for that Operating 
Day; and (ii) scheduled energy sales in the Day-ahead Energy Market from within the PJM 
Region to load outside such region in megawatt-hours for that Operating Day, but not including 
its bilateral transactions that are Dynamic Transfers to load outside such area pursuant to Section 
1.12, except to the extent PJM scheduled resources to provide Black Start service, Reactive 
Services or transfer interface control. The cost of Operating Reserves in the Day-ahead Energy 
Market for resources scheduled to provide Black Start service for the Operating Day which 
resources would not have otherwise been committed in the day-ahead security constrained 
dispatch shall be allocated by ratio share of the monthly transmission use of each Network 
Customer or Transmission Customer serving Zone Load or Non-Zone Load, as determined in 
accordance with the formulas contained in Schedule 6A of the PJM Tariff.  The cost of 
Operating Reserves in the Day-ahead Energy Market for resources scheduled to provide Reactive 
Services or transfer interface control because they are known or expected to be needed to 
maintain system reliability in a Zone during the Operating Day and would not have otherwise 
been committed in the day-ahead security constrained dispatch shall be allocated and charged to 
each Market Participant in proportion to the sum of its real-time deliveries of energy to load (net 
of operating Behind The Meter Generation) in such Zone, served under Network Transmission 
Service, in megawatt-hours during that Operating Day, as compared to all such deliveries for all 
Market Participants in such Zone.  
 
(e) At the end of each Operating Day, the following determination shall be made for each 
synchronized pool-scheduled resource of each Market Seller that operates as requested by the 
Office of the Interconnection.  For each calendar day, pool-scheduled resources in the Real-time 
Energy Market shall be made whole for each of the following segments: 1) the greater of their 
day-ahead schedules or minimum run time (minimum down time for Demand Resources); and 2) 
any block of hours the resource operates at PJM’s direction in excess of the greater of its day-
ahead schedule or minimum run time (minimum down time for Demand Resources). For each 
calendar day, and for each synchronized start of a generation resource or PJM-dispatched 
economic load reduction, there will be a maximum of two segments for each resource.  Segment 
1 will be the greater of the day-ahead schedule and minimum run time (minimum down time for 
Demand Resources) and Segment 2 will include the remainder of the contiguous hours when the 
resource is operating at the direction of the Office of the Interconnection, provided that a 
segment is limited to the Operating Day in which it commenced and cannot include any part of 
the following Operating Day. 
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A Generation Capacity Resource that operates outside of its unit-specific parameters will not 
receive Operating Reserve Credits nor be made whole for such operation when not dispatched by 
the Office of the Interconnection, unless the Market Seller of the Generation Capacity Resource 
can justify to the Office of the Interconnection that operation outside of such unit-specific 
parameters was the result of an actual constraint.  Such Market Seller shall provide to the Market 
Monitoring Unit and the Office of the Interconnection its request to receive Operating Reserve 
Credits and/or to be made whole for such operation, along with documentation explaining in 
detail the reasons for operating its resource outside of its unit-specific parameters, within thirty 
calendar days following the issuance of billing statement for the Operating Day.  The Market 
Seller shall also respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection.  The Market Monitoring Unit shall evaluate such request 
for compensation and provide its determination of whether there was an exercise of market 
power to the Office of the Interconnection by no later than twenty-five calendar days after 
receiving the Market Seller’s request for compensation.  The Office of the Interconnection shall 
make its determination whether the Market Seller justified that it is entitled to receive Operating 
Reserve Credits and/or be made whole for such operation of its resource for the day(s) in 
question, by no later than thirty calendar days after receiving the Market Seller’s request for 
compensation. 
 
Credits received pursuant to this section shall be equal to the positive difference between a 
resource’s total offered price for start-up (shutdown costs for Demand Resources) and no-load 
fees and energy, determined on the basis of the resource’s scheduled output, and the total value 
of the resource’s energy in  the  Day-ahead Energy Market plus any credit or change for quantity 
deviations, at PJM dispatch direction, from the Day-ahead Energy Market during the Operating 
Day at the real-time LMP(s) applicable to the relevant generation bus in the Real-time Energy 
Market.  The foregoing notwithstanding, credits for segment 2 shall exclude start up (shutdown 
costs for Demand Resources) costs for generation resources. 
 
Except as provided in Section 3.2.3(m), if the total offered price exceeds the total value, the 
difference less any credit as determined pursuant to Section 3.2.3(b), and less any amounts 
credited for Synchronized Reserve in excess of the Synchronized Reserve offer plus the 
resource’s opportunity cost, and less any amounts credited for Non-Synchronized Reserve in 
excess of the Non-Synchronized Reserve offer plus the resource’s opportunity cost, and less any 
amounts credited for providing Reactive Services as specified in Section 3.2.3B, and less any 
amounts for Day-ahead Scheduling Reserve in excess of the Day-ahead Scheduling Reserve 
offer plus the resource’s opportunity cost, shall be credited to the Market Seller.  
 
Synchronized Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits 
applied against Operating Reserve credits pursuant to this section shall be netted against the 
Operating Reserve credits earned in the corresponding hour(s) in which the Synchronized 
Reserve, Non-Synchronized Reserve, and Day-ahead Scheduling Reserve credits accrued, 
provided that for condensing combustion turbines, Synchronized Reserve credits will be netted 
against the total Operating Reserve credits accrued during each hour the unit operates in 
condensing and generation mode. 
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(f) A Market Seller’s steam-electric generating unit or combined cycle unit operating in 
combined cycle mode that is pool scheduled (or self-scheduled, if operating according to Section 
1.10.3 (c) hereof), the output of which is reduced or suspended at the request of the Office of the 
Interconnection due to a transmission constraint or other reliability issue, and for which the 
hourly integrated, real-time LMP at the unit’s bus is higher than the unit’s offer corresponding to 
the level of output requested by the Office of the Interconnection (as indicated either by the 
desired MWs of output from the unit determined by PJM’s unit dispatch system or as directed by 
the PJM dispatcher through a manual override), shall be credited hourly in an amount equal to 
the product of (A) the deviation of the generating unit’s output necessary to follow the Office of 
the Interconnection’s signals and the generating unit’s expected output level if it had been 
dispatched in economic merit order, times (B) the Locational Marginal Price at the generation 
bus for the generating unit, minus (C) the applicable offer for energy on which the generating 
unit was committed in the Real-time Energy Market, provided that the resulting outcome is 
greater than $0.00.  This equation is represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the level of output for the unit 
determined according to the point on the scheduled offer curve on which the unit was operating 
corresponding to the hourly integrated real time Locational Marginal Price at the unit’s bus and 
adjusted for any Regulation or Tier 2 Synchronized Reserve assignments and limited to the lesser 
of the unit’s Economic Maximum or the unit’s Maximum Facility Output, minus the actual 
hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a marketprice-based schedule and the offer associated with that price schedule is 
less than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
(f-1) A Market Seller’s combustion turbine unit or combined cycle unit operating in simple 
cycle mode that is pool-scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) 
hereof), operated as requested by the Office of the Interconnection, shall be compensated for lost 
opportunity cost, and shall be limited to the lesser of the unit’s Economic Maximum or the unit’s 
Maximum Facility Output, if either of the following conditions occur:  
 

(i)  if the unit output is reduced at the direction of the Office of the 
Interconnection and the real time LMP at the unit’s bus is higher than the 
unit’s offer corresponding to the level of output requested by the Office of 
the Interconnection (as directed by the PJM dispatcher), then the Market 
Seller shall be credited in a manner consistent with that described above 
for a steam unit or combined cycle unit operating in combined cycle 
mode. 

 
(ii)  for each hour a unit is scheduled to produce energy in the Day-ahead 

Energy Market, but the unit is not called on by the Office of the 
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Interconnection and does not operate in real time, then the Market Seller 
shall be credited in an amount equal to the higher of:  

 
1)  the product of (A) the amount of megawatts committed in the 

Day-ahead Energy Market for the generating unit, and (B) the 
Real-time Price at the generation bus for the generating unit, 
minus the sum of (C) the applicable offer for energy on which 
the generating unit was committed in the Day-ahead Energy 
Market, inclusive of no-load costs, plus (D) the start-up cost, 
divided by the hours committed for each set of contiguous 
hours for which the unit was scheduled in Day-ahead Energy 
Market.  This equation is represented as (A*B) - (C+D).  The 
startup cost, (D), shall be excluded from this calculation if the 
unit operates in real time following the Office of the 
Interconnection’s direction during any portion of the set of 
contiguous hours for which the unit was scheduled in Day-
ahead Energy Market; or 
 

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

 
(f-2) A Market Seller’s hydroelectric resource that is pool-scheduled (or self-scheduled, if 
operating according to Section 1.10.3 (c) hereof), the output of which is altered at the request of 
the Office of the Interconnection from the schedule submitted by the owner, due to a 
transmission constraint or other reliability issue, shall be compensated for lost opportunity cost in 
the same manner as provided in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM 
Manuals. 
 
(f-3) If a Market Seller believes that, due to specific pre-existing binding commitments to 
which it is a party, and that properly should be recognized for purposes of this section, the above 
calculations do not accurately compensate the Market Seller for opportunity cost associated with 
following PJM dispatch instructions and reducing or suspending a unit’s output due to a 
transmission constraint or other reliability issue, then the Office of the Interconnection, the 
Market Monitoring Unit and the individual Market Seller will discuss a mutually acceptable, 
modified amount of opportunity cost compensation, taking into account the specific 
circumstances binding on the Market Seller.  Following such discussion, if the Office of the 
Interconnection accepts a modified amount of opportunity cost compensation, the Office of the 
Interconnection shall invoice the Market Seller accordingly.  If the Market Monitoring Unit 
disagrees with the modified amount of opportunity cost compensation, as accepted by the Office 
of the Interconnection, it will exercise its powers to inform the Commission staff of its concerns. 
 
(f-4) A Market Seller’s wind generating unit that is pool-scheduled or self-scheduled, has 
SCADA capability to transmit and receive instructions from the Office of the Interconnection, 
has provided data and established processes to follow PJM basepoints pursuant to the 
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requirements for wind generating units as further detailed in this Agreement, the Tariff and the 
PJM Manuals, and which is operating as requested by the Office of the Interconnection, the 
output of which is reduced or suspended at the request of the Office of the Interconnection due to 
a transmission constraint or other reliability issue, and for which the hourly integrated, real-time 
LMP at the unit’s bus is higher than the unit’s offer corresponding to the level of output 
requested by the Office of the Interconnection (as indicated either by the desired MWs of output 
from the unit determined by PJM’s unit dispatch system or as directed by the PJM dispatcher 
through a manual override), shall be credited hourly in an amount equal to the product of (A) the 
deviation of the generating unit’s output necessary to follow the Office of the Interconnection’s 
signals and the generating unit’s expected output level if it had been dispatched in economic 
merit order, times (B) the Real-time Price at the generation bus for the generating unit, minus (C) 
the applicable offer for energy on which the generating unit was committed in the Real-time 
Energy Market, provided that the resulting outcome is greater than $0.00.  This equation is 
represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a marketprice-based- schedule and the offer associated with that price schedule is 
less than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
 (g) The sum of the foregoing credits, plus any cancellation fees paid in accordance with 
Section 1.10.2(d), such cancellation fees to be applied to the Operating Day for which the unit 
was scheduled, plus any shortfalls paid pursuant to the Market Settlement provision of the real-
time Economic Load Response Program, less any payments received from another Control Area 
for Operating Reserves, plus any redispatch costs incurred in accordance with section 10(a) of 
this Schedule, shall be the cost of Operating Reserves for the Real-time Energy Market in each 
Operating Day. 
 
(h) The cost of Operating Reserves for the Real-time Energy Market for each Operating Day, 
except those associated with the scheduling of units for Black Start service or testing of Black 
Start Units as provided in Schedule 6A of the PJM Tariff, shall be allocated and charged to each 
Market Participant in proportion to the sum of the absolute values of its (1) load deviations (net 
of operating Behind The Meter Generation) from the Day-ahead Energy Market in megawatt-
hours during that Operating Day, except as noted in subsection (h)(ii) below and in the PJM 
Manuals; (2) generation deviations (not including deviations in Behind The Meter Generation) 
from the Day-ahead Energy Market for non-dispatchable generation resources not following 
dispatch, including External Resources, in megawatt-hours during the Operating Day; (3) 
deviations from the Day-ahead Energy Market for bilateral transactions from outside the PJM 
Region for delivery within such region in megawatt-hours during the Operating Day; and (4) 
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deviations of energy sales from the Day-ahead Energy Market from within the PJM Region to 
load outside such region in megawatt-hours during that Operating Day, but not including its 
bilateral transactions that are Dynamic Transfers to load outside such region pursuant to Section 
1.12. 
 
The costs associated with scheduling of units for Black Start service or testing of Black Start 
Units shall be allocated by ratio share of the monthly transmission use of each Network Customer 
or Transmission Customer serving Zone Load or Non-Zone Load, as determined in accordance with 
the formulas contained in Schedule 6A of the PJM Tariff.    
 
Notwithstanding section (h)(1) above, as more fully set forth in the PJM Manuals, load 
deviations from the Day-ahead Energy Market shall not be assessed Operating Reserves charges 
to the extent attributable to reductions in the load of Price Responsive Demand that is in response 
to an increase in Locational Marginal Price from the Day-ahead Energy Market to the Real-time 
Energy Market and that is in accordance with a properly submitted PRD Curve.   
 
Deviations that occur within a single Zone shall be associated with the Eastern or Western 
Region, as defined in Section 3.2.3(q) of this Schedule, and shall be subject to the regional 
balancing Operating Reserve rate determined in accordance with Section 3.2.3(q).  Deviations at 
a hub shall be associated with the Eastern or Western Region if all the buses that define the hub 
are located in the region.  Deviations at an Interface Pricing Point shall be associated with 
whichever region, the Eastern or Western Region, with which the majority of the buses that 
define that Interface Pricing Point are most closely electrically associated.  If deviations at 
interfaces and hubs are associated with the Eastern or Western region, they shall be subject to the 
regional balancing Operating Reserve rate. Demand and supply deviations shall be based on total 
activity in a Zone, including all aggregates and hubs defined by buses that are wholly contained 
within the same Zone. 
 
The foregoing notwithstanding, netting deviations shall be allowed in accordance with the 
following provisions: 
 

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

 
(ii) Demand deviations will be assessed by comparing all day-ahead demand 

transactions at a single transmission zone, hub, or interface against the 
real-time demand transactions at that same transmission zone, hub, or 
interface; except that the positive values of demand deviations, as set forth 
in the PJM Manuals, will not be assessed Operating Reserve charges in the 
event of a Primary Reserve or Synchronized Reserve shortage in real-time 
or where PJM initiates the request for emergency load reductions in real-
time in order to avoid a Primary Reserve or Synchronized Reserve 
shortage.   
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(iii) Supply deviations will be assessed by comparing all day-ahead 
transactions at a single transmission zone, hub, or interface against the 
real-time transactions at that same transmission zone, hub, or interface. 

 
(i) At the end of each Operating Day, Market Sellers shall be credited on the basis of their 
offered prices for synchronous condensing for purposes other than providing Synchronized 
Reserve or Reactive Services, as well as the credits calculated as specified in Section 3.2.3(b) for 
those generators committed solely for the purpose of providing synchronous condensing for 
purposes other than providing Synchronized Reserve or Reactive Services, at the request of the 
Office of the Interconnection. 
 
(j) The sum of the foregoing credits as specified in Section 3.2.3(i) shall be the cost of 
Operating Reserves for synchronous condensing for the PJM Region for purposes other than 
providing Synchronized Reserve or Reactive Services, or in association with post-contingency 
operation for the Operating Day and shall be separately determined for the PJM Region. 
 
(k) The cost of Operating Reserves for synchronous condensing for purposes other than 
providing Synchronized Reserve or Reactive Services, or in association with post-contingency 
operation for each Operating Day shall be allocated and charged to each Market Participant in 
proportion to the sum of its (i) deliveries of energy to load (net of operating Behind The Meter 
Generation, but not to be less than zero) in the PJM Region, served under Network Transmission 
Service, in megawatt-hours during that Operating Day; and (ii) deliveries of energy sales from 
within the PJM Region to load outside such region in megawatt-hours during that Operating 
Day, but not including its bilateral transactions that are Dynamic Transfers to load outside the 
PJM Region pursuant to Section 1.12, as compared to the sum of all such deliveries for all 
Market Participants.   
 
(l) For any Operating Day in either, as applicable, the Day-ahead Energy Market or the 
Real-time Energy Market for which, for all or any part of such Operating Day, the Office of the 
Interconnection:  (i) declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert; or (iii) schedules units based on the anticipation of a Maximum 
Generation Emergency or a Maximum Generation Emergency Alert, the Operating Reserves 
credit otherwise provided by Section 3.2.3.(b) or Section 3.2.3(e) in connection with market-
based offers shall be limited as provided in subsections (n) or (m), respectively.  The Office of 
the Interconnection shall provide timely notice on its internet site of the commencement and 
termination of any of the actions described in subsection (i), (ii), or (iii) of this subsection (l) 
(collectively referred to as “MaxGen Conditions”).  Following the posting of notice of the 
commencement of a MaxGen Condition, a Market Seller may elect to submit a cost-based offer 
in accordance with Schedule 2 of the Operating Agreement, in which case subsections (m) and 
(n) shall not apply to such offer; provided, however, that such offer must be submitted in 
accordance with the deadlines in Section 1.10 for the submission of offers in the Day-ahead 
Energy Market or Real-time Energy Market, as applicable.  Submission of a cost-based offer 
under such conditions shall not be precluded by Section 1.9.7(b); provided, however, that the 
Market Seller must return to compliance with Section 1.9.7(b) when it submits its bid for the first 
Operating Day after termination of the MaxGen Condition. 
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(m) For the Real-time Energy Market, if the Effective Offer Price (as defined below) for a 
market-based offer is greater than $1,000/MWh and greater than the Market Seller’s lowest 
available and applicable cost-based offer, the Market Seller shall not receive any credit for 
Operating Reserves.  For purposes of this subsection (m), the Effective Offer Price shall be the 
amount that, absent subsections (l) and (m), would have been credited for Operating Reserves for 
such Operating Day pursuant to Section 3.2.3(e) plus the Real-time Energy Market revenues for 
the hours that the offer is economic divided by the megawatt hours of energy provided during the 
hours that the offer is economic.  The hours that the offer is economic shall be:  (i) the hours that 
the offer price for energy is less than or equal to the Real-time Price for the relevant generation 
bus, (ii) the hours in which the offer for energy is greater than Locational Marginal Price and the 
unit is operated at the direction of the Office of the Interconnection that are in addition to any 
hours required due to the minimum run time or other operating constraint of the unit, and (iii) for 
any unit with a minimum run time of one hour or less and with more than one start available per 
day, any hours the unit operated at the direction of the Office of the Interconnection.   
 
(n) For the Day-ahead Energy Market, if notice of a MaxGen Condition is provided prior to 
10:30 a.m. on the day before the Operating Day for which transactions are being scheduled and 
the Effective Offer Price for a market-based offer is greater than $1,000/MWh and greater than 
the Market Seller’s lowest available and applicable cost-based offer, the Market Seller shall not  
receive any credit for Operating Reserves.  If notice of a MaxGen Condition is provided after 
10:30 a.m. on the day before the Operating Day for which transactions are being scheduled and 
the Effective Offer Price is greater than $1,000/MWh, the Market Seller shall receive credit for 
Operating Reserves determined in accordance with Section 3.2.3(b), subject to the limit on total 
compensation stated below.  If the Effective Offer Price is less than or equal to $1,000/MWh, 
regardless of when notice of a MaxGen Condition is provided, the Market Seller shall receive 
credit for Operating Reserves determined in accordance with Section 3.2.3(b), subject to the limit 
on total compensation stated below.  For purposes of this subsection (n), the Effective Offer 
Price shall be the amount that, absent subsections (l) and (n), would have been credited for 
Operating Reserves for such Operating Day divided by the megawatt hours of energy offered 
during the Specified Hours, plus the offer for energy during such hours.  The Specified Hours 
shall be the lesser of:  (1) the minimum run hours stated by the Market Seller in its Offer Data; 
and (2) either (i) for steam-electric generating units and for combined-cycle units when such 
units are operating in combined-cycle mode, the six consecutive hours of highest Day-ahead 
Price during such Operating Day when such units are running or (ii) for combustion turbine units 
and for combined-cycle units when such units are operating in combustion turbine mode, the two 
consecutive hours of highest Day-ahead Price during such Operating Day when such units are 
running.  Notwithstanding any other provision in this subsection, the total compensation to a 
Market Seller on any Operating Day that includes a MaxGen Condition shall not exceed 
$1,000/MWh during the Specified Hours, where such total compensation in each such hour is 
defined as the amount that, absent subsections (l) and (n), would have been credited for 
Operating Reserves for such Operating Day pursuant to Section 3.2.3(b) divided by the Specified 
Hours, plus the Day-ahead Price for such hour, and no Operating Reserves payments shall be 
made for any other hour of such Operating Day.  If a unit operates in real time at the direction of 
the Office of the Interconnection consistently with its day-ahead clearing, then subsection (m) 
does not apply. 
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(o) Dispatchable pool-scheduled generation resources and dispatchable self-scheduled 
generation resources that follow dispatch shall not be assessed balancing Operating Reserve 
deviations.  Pool-scheduled generation resources and dispatchable self-scheduled generation 
resources that do not follow dispatch shall be assessed balancing Operating Reserve deviations in 
accordance with the calculations described below and in the PJM Manuals.  Ramp-limited 
desired MW values shall be used to determine generation resource real-time deviations from the 
resource’s day-ahead schedules.  
 
The Office of the Interconnection shall calculate a ramp-limited desired MW value for 
generation resources where the economic minimum and economic maximum are at least as far 
apart in real-time as they are in day-ahead according to the following parameters: 
 

(i) real-time economic minimum <= 105% of day-ahead economic minimum 
or day-ahead economic minimum plus 5 MW, whichever is greater. 

 
(ii) real-time economic maximum >= 95% day-ahead economic maximum or 

day-ahead economic maximum minus 5 MW, whichever is lower. 
 
The ramp-limited desired MW value for a generation resource shall be equal to: 

 
 
 
 
 
where: 
 
 1. UDStarget = UDS basepoint for the previous UDS case 
 2. AOutput = Unit’s output at case solution time 
 3. UDSLAtime = UDS look ahead time 
 4. Case_Eff_time = Time between base point changes 
 5. RL_Desired = Ramp-limited desired MW 
 
To determine if a generation resource is following dispatch the Office of the Interconnection 
shall determine the unit’s MW off dispatch and % off dispatch by using the lesser of the 
difference between the actual output and the UDS Basepoint or the actual output and ramp-
limited desired MW value.  The % off dispatch and MW off dispatch will be a time-weighted 
average over the course of an hour.  If the UDS Basepoint and the ramp-limited desired MW for 
the resource are unavailable, the Office of the Interconnection will determine the unit’s MW off 
dispatch and % off dispatch by calculating the lesser of the difference between the actual output 
and the UDS LMP Desired MW. 
 
A pool-scheduled or dispatchable self-scheduled resource is considered to be following dispatch 
if its actual output is between its ramp-limited desired MW value and UDS Basepoint, or if its % 
off dispatch is <= 10, or its hourly integrated Real-time MWh is within 5% or 5 MW (whichever 
is greater) of the hourly integrated ramp-limited desired MW.  A self-scheduled generator must 
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also be dispatched above economic minimum.  The degree of deviations for resources that are 
not following dispatch shall be determined in accordance with the following provisions:   
 

• A dispatchable self-scheduled resource that is not dispatched above economic 
minimum shall be assessed balancing Operating Reserve deviations according to the 
following formula: hourly integrated Real-time MWh – Day-Ahead MWh. 

 
• A resource that is dispatchable day-ahead but is Fixed Gen in real-time shall be 

assessed balancing Operating Reserve deviations according to the following formula: 
hourly integrated Real-time MWh – UDS LMP Desired MW. 

 
• Pool-scheduled generators that are not following dispatch shall be assessed balancing 

Operating Reserve deviations according to the following formula:  hourly integrated 
Real-time MWh – hourly integrated Ramp-Limited Desired MW. 

 
• If a resource’s real-time economic minimum is greater than its day-ahead economic 

minimum by 5% or 5 MW, whichever is greater, or its real-time economic maximum 
is less than its Day Ahead economic maximum by 5% or 5 MW, whichever is lower, 
and UDS LMP Desired MWh for the hour is either below the real time economic 
minimum or above the real time economic maximum, then balancing Operating 
Reserve deviations for the resource shall be assessed according to the following 
formula: hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch and its % Off Dispatch is <= 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula: 
hourly integrated Real-time Mwh – hourly integrated Ramp-Limited Desired MW.  If 
deviation value is within 5% or 5 MW (whichever is greater) of Ramp-Limited 
Desired MW, balancing Operating Reserve deviations shall not be assessed.  

 
• If a resource is not following dispatch and its % off Dispatch is > 20%, balancing 

Operating Reserve deviations shall be assessed according to the following formula:  
hourly integrated Real time MWh – UDS LMP Desired MWh.  

 
• If a resource is not following dispatch, and the resource has tripped, for the hour the 

resource tripped and the hours it remains offline throughout its day-ahead schedule 
balancing Operating Reserve deviations shall be assessed according to the following 
formula:  hourly integrated Real time MWh – Day-Ahead MWh. 

 
• For resources that are not dispatchable in both the Day-Ahead and Real-time Energy 

Markets balancing Operating Reserve deviations shall be assessed according to the 
following formula:  hourly integrated Real-time MWh - Day-Ahead MWh. 

 
(o-1) Dispatchable economic load reduction resources that follow dispatch shall not be 
assessed balancing Operating Reserve deviations.  Economic load reduction resources that do not 
follow dispatch shall be assessed balancing Operating Reserve deviations as described in this 
subsection and as further specified in the PJM Manuals.   
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The Desired MW quantity for such resources for each hour shall be the hourly integrated MW 
quantity to which the load reduction resource was dispatched for each hour (where the hourly 
integrated value is the average of the dispatched values as determined by the Office of the 
Interconnection for the resource for each hour). 

If the actual reduction quantity for the load reduction resource for a given hour deviates by no 
more than 20% above or below the Desired MW quantity, then no balancing Operating Reserve 
deviation will accrue for that hour.  If the actual reduction quantity for the load reduction 
resource for a given hour is outside the 20% bandwidth, the balancing Operating Reserve 
deviations will accrue for that hour in the amount of the absolute value of (Desired MW – actual 
reduction quantity).  For those hours where the actual reduction quantity is within the 20% 
bandwidth specified above, the load reduction resource will be eligible to be made whole for the 
total value of its offer as defined n section 3.3A of this Appendix.  Hours for which the actual 
reduction quantity is outside the 20% bandwidth will not be eligible for the make-whole 
payment.  If at least one hour is not eligible for make-whole payment based on the 20% criteria, 
then the resource will also not be made whole for its shutdown cost. 

(p) The Office of the Interconnection shall allocate the charges assessed pursuant to Section 
3.2.3(h) of Schedule 1 of this Agreement except those associated with the scheduling of units for 
Black Start service or testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, 
to real-time deviations from day-ahead schedules or real-time load share plus exports depending 
on whether the underlying balancing Operating Reserve credits are related to resources 
scheduled during the reliability analysis for an Operating Day, or during the actual Operating 
Day. 

 
(i) For resources scheduled by the Office of the Interconnection during the 

reliability analysis for an Operating Day, the associated balancing 
Operating Reserve charges shall be allocated based on the reason the 
resource was scheduled according to the following provisions:  

 
(A) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
operate in real-time to augment the physical resources committed in the 
Day-ahead Energy Market to meet the forecasted real-time load plus the 
Operating Reserve requirement, the associated balancing Operating 
Reserve charges shall be allocated to real-time deviations from day-ahead 
schedules.   
 
(B) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource was committed to 
maintain system reliability, the associated balancing Operating Reserve 
charges shall be allocated according to ratio share of real time load plus 
export transactions.   
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(C) If the Office of the Interconnection determines during the 
reliability analysis for an Operating Day that a resource with a day-ahead 
schedule is required to deviate from that schedule to provide balancing 
Operating Reserves, the associated balancing Operating Reserve charges 
shall be allocated pursuant to (A) or (B) above.   
 

(ii) For resources scheduled during an Operating Day, the associated 
balancing Operating Reserve charges shall be allocated according to the 
following provisions: 
 
(A) If the Office of the Interconnection directs a resource to operate 
during an Operating Day to provide balancing Operating Reserves, the 
associated balancing Operating Reserve charges shall be allocated 
according to ratio share of load plus exports.  The foregoing 
notwithstanding, charges will be assessed pursuant to this section only if 
the LMP at the resource’s bus does not meet or exceed the applicable offer 
of the resource for at least four-5-minute intervals during one or more 
discrete clock hours during each period the resource operated and 
produced MWs during the relevant Operating Day.   If a resource operated 
and produced MWs for less than four 5-minute intervals during one or 
more discrete clock hours during the relevant Operating Day, the charges 
for that resource during the hour it was operated less than four 5-minute 
intervals will be identified as being in the same category as identified for 
the Operating Reserves for the other discrete clock hours. 
 
(B) If the Office of the Interconnection directs a resource not covered 
by Section 3.2.3(h)(ii)(A) of Schedule 1 of this Agreement to operate in 
real-time during an Operating Day, the associated balancing Operating 
Reserve charges shall be allocated according to real-time deviations from 
day-ahead schedules.  

 
(q) The Office of the Interconnection shall determine regional balancing Operating Reserve 
rates for the Western and Eastern Regions of the PJM Region.  For the purposes of this section, 
the Western Region shall be the AEP, APS, ComEd, Duquesne, Dayton, ATSI, DEOK, EKPC 
transmission Zones, and the Eastern Region shall be the AEC, BGE, Dominion, PENELEC, 
PEPCO, ME, PPL, JCPL, PECO, DPL, PSEG, RE transmission Zones.  The regional balancing 
Operating Reserve rates shall be determined in accordance with the following provisions: 
 
 (i) The Office of the Interconnection shall calculate regional adder rates for the 
Eastern and Western Regions.  Regional adder rates shall be equal to the total balancing 
Operating Reserve credits paid to generators for transmission constraints that occur on 
transmission system capacity equal to or less than 345kv.  The regional adder rates shall be 
separated into reliability and deviation charges, which shall be allocated to real-time load or real-
time deviations, respectively.  Whether the underlying credits are designated as reliability or 
deviation charges shall be determined in accordance with Section 3.2.3(p). 
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 (ii) The Office of the Interconnection shall calculate RTO balancing Operating 
Reserve rates.  RTO balancing Operating Reserve rates shall be equal to balancing Operating 
Reserve credits except those associated with the scheduling of units for Black Start service or 
testing of Black Start Units as provided in Schedule 6A of the PJM Tariff, in excess of the 
regional adder rates calculated pursuant to Section 3.2.3(q)(i) of Schedule 1 of this Agreement. 
The RTO balancing Operating Reserve rates shall be separated into reliability and deviation 
charges, which shall be allocated to real-time load or real-time deviations, respectively.  Whether 
the underlying credits are allocated as reliability or deviation charges shall be determined in 
accordance with Section 3.2.3(p). 
 
 (iii) Reliability and deviation regional balancing Operating Reserve rates shall be 
determined by summing the relevant RTO balancing Operating Reserve rates and regional adder 
rates. 
 
 (iv) If the Eastern and/or Western Regions do not have regional adder rates, the 
relevant regional balancing Operating Reserve rate shall be the reliability and/or deviation RTO 
balancing Operating Reserve rate. 
 
(r)  Market Sellers that incur incremental operating costs for a generation resource greater 
than $2,000/MWh, determined in accordance with Schedule 2 of the Operating Agreement and 
PJM Manual 15, will be eligible to receive credit for Operating Reserves upon review of the 
Market Monitoring Unit and the Office of the Interconnection, and approval of the Office of the 
Interconnection.  Market Sellers must submit to the Office of the Interconnection and the Market 
Monitoring Unit all relevant documentation demonstrating the calculation of costs greater than 
$2,000/MWh.  The Office of the Interconnection must approve any Operating Reserve credits 
paid to a Market Seller under this subsection (r).   
 
3.2.3A Synchronized Reserve. 
 
(a) Each Market Participant that is a Load Serving Entity that is not part of an agreement to 
share reserves with external entities subject to the requirements in BAL-002 shall have an obligation 
for hourly Synchronized Reserve equal to its pro rata share of Synchronized Reserve 
requirements for the hour for each Reserve Zone and Reserve Sub-zone of the PJM Region, 
based on the Market Buyer’s total load (net of operating Behind The Meter Generation, but not 
to be less than zero) in such Reserve Zone or Reserve Sub-zone for the hour (“Synchronized 
Reserve Obligation”), less any amount obtained from condensers associated with provision of 
Reactive Services as described in section 3.2.3B(i) and any amount obtained from condensers 
associated with post-contingency operations, as described in section 3.2.3C(b).  Those entities 
that participate in an agreement to share reserves with external entities subject to the requirements in 
BAL-002 shall have their reserve obligations determined based on the stipulations in such agreement.  
A Market Participant that does not meet its hourly Synchronized Reserve Obligation shall be 
charged for the Synchronized Reserve dispatched by the Office of the Interconnection to meet 
such obligation at the Synchronized Reserve Market Clearing Price determined in accordance 
with subsection (d) of this section, plus the amounts, if any, described in subsections (g), (h) and 
(i) of this section. 
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(b) A resource supplying Synchronized Reserve at the direction of the Office of the 
Interconnection, in excess of its hourly Synchronized Reserve Obligation, shall be credited as 
follows:  
 

i) Credits for Synchronized Reserve provided by generation resources that 
are then subject to the energy dispatch signals and instructions of the 
Office of the Interconnection and that increase their current output or 
Demand Resources that reduce their load in response to a Synchronized  
Reserve Event (“Tier 1 Synchronized Reserve”) shall be at the 
Synchronized Energy Premium Price less the hourly integrated real-time 
LMP, with the exception of those hours in which the Non-Synchronized 
Reserve Market Clearing Price for the applicable Reserve Zone or Reserve 
Sub-zone is not equal to zero.  During such hours, Tier 1 Synchronized 
Reserve resources shall be compensated at the Synchronized Reserve 
Market Clearing Price for the applicable Reserve Zone or Reserve Sub-
zone for the lesser of the hourly integrated amount of Tier 1 Synchronized 
Reserve attributed to the resource as calculated by the Office of the 
Interconnection, or the actual amount of Tier 1 Synchronized Reserve 
provided should a Synchronized Reserve Event occur. 

 
ii) Credits for Synchronized Reserve provided by generation resources that 

are synchronized to the grid but, at the direction of the Office of the 
Interconnection, are operating at a point that deviates from the Office of 
the Interconnection energy dispatch signals and instructions (“Tier 2 
Synchronized Reserve”) shall be the higher of (i) the Synchronized 
Reserve Market Clearing Price or (ii) the sum of (A) the Synchronized 
Reserve offer, and (B) the specific opportunity cost of the generation 
resource supplying the increment of Synchronized Reserve, as determined 
by the Office of the Interconnection in accordance with procedures 
specified in the PJM Manuals. 

 
iii) Credits for Synchronized Reserve provided by Demand Resources that are 

synchronized to the grid and accept the obligation to reduce load in 
response to a Synchronized Reserve Event initiated by the Office of the 
Interconnection shall be the sum of (i) the higher of (A) the Synchronized 
Reserve offer or (B) the Synchronized Reserve Market Clearing Price and 
(ii) if a Synchronized Reserve Event is actually initiated by the Office of 
the Interconnection and the Demand Resource reduced its load in response 
to the event, the fixed costs associated with achieving the load reduction, 
as specified in the PJM Manuals. 

 
(c) The Synchronized Reserve Energy Premium Price is the average of the five-minute 
Locational Marginal Prices calculated during the Synchronized Reserve Event plus an adder in 
an amount to be determined periodically by the Office of the Interconnection not less than fifty 
dollars and not to exceed one hundred dollars per megawatt hour.  
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(d) The Synchronized Reserve Market Clearing Price shall be determined for each Reserve 
Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of the Operating 
Day.  The hourly Synchronized Reserve Market Clearing Price shall be calculated as the average 
of all 5-minute clearing prices calculated during the operating hour.  Each 5-minute clearing 
price shall be calculated as the marginal cost of serving the next increment of demand for 
Synchronized Reserve in each Reserve Zone or Reserve Sub-zone, inclusive of Synchronized 
Reserve offer prices and opportunity costs.  When the Synchronized Reserve Requirement or 
Extended Synchronized Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be 
met, the 5-minute clearing price shall be at least greater than or equal to the applicable Reserve 
Penalty Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the sum of 
the Reserve Penalty Factors for the Synchronized Reserve Requirement and Primary Reserve 
Requirement for the Reserve Zone or Reserve Sub-zone.  If the Office of the Interconnection has 
initiated in a Reserve Zone or Reserve Sub-zone either a voltage reduction action as described in 
the PJM Manuals or a manual load dump action as described in the PJM Manuals, the 5-minute 
clearing price shall be the sum of the Reserve Penalty Factors for the Primary Reserve 
Requirement and the Synchronized Reserve Requirement for that Reserve Zone or Reserve Sub-
zone.  
 

The Reserve Penalty Factors for the Synchronized Reserve Requirement shall each be phased in 
as described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

The Reserve Penalty Factor for the Extended Synchronized Reserve Requirement shall be 
$300/MWh.  
 
By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Synchronized Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s). 
 
(e) In determining the 5-minute Synchronized Reserve clearing price, the estimated unit-
specific opportunity cost for a generation resource shall be equal to the sum of (i) the product of 
(A) the Locational Marginal Price at the generation bus for the generation resource times (B) the 
megawatts of energy used to provide Synchronized Reserve submitted as part of the 
Synchronized Reserve offer and (ii) the product of (A) the deviation of the set point of the 
generation resource that is expected to be required in order to provide Synchronized Reserve 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order times (B)  the difference between the Locational Marginal Price at the generation bus for 
the generation resource and the offer price for energy from the generation resource (at the 
megawatt level of the Synchronized Reserve set point for the resource) in the PJM Interchange 
Energy Market when the Locational Marginal Price at the generation bus is greater than the offer 
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price for energy from the generation resource.  The opportunity costs for a Demand Resource 
shall be zero.  
 
(f) In determining the credit under subsection (b) to a resource selected to provide Tier 2 
Synchronized Reserve and that actively follows the Office of the Interconnection’s signals and 
instructions, the unit-specific opportunity cost of a generation resource shall be determined for 
each hour that the Office of the Interconnection requires a generation resource to provide Tier 2 
Synchronized Reserve and shall be equal to the sum of (i) the product of (A) the megawatts of 
energy used by the resource to provide Synchronized Reserve as submitted as part of the 
generation resource’s Synchronized Reserve offer times (B) the Locational Marginal Price at the 
generation bus of the generation resource, and  (ii) the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order, times (B)  the difference between the Locational Marginal Price at the 
generation bus for the generation resource and the offer price for energy from the generation 
resource (at the megawatt level of the Synchronized Reserve set point for the generation 
resource) in the PJM Interchange Energy Market when the Locational Marginal Price at the 
generation bus is greater than the offer price for energy from the generation resource.  The 
opportunity costs for a Demand Resource shall be zero.  
 
(g) Charges for Tier 1 Synchronized Reserve will be allocated in proportion to the amount of 
Tier 1 Synchronized Reserve applied to each Synchronized Reserve Obligation.  In the event 
Tier 1 Synchronized Reserve is provided by a Market Seller in excess of that Market Seller’s 
Synchronized Reserve Obligation, the remainder of the Tier 1 Synchronized Reserve that is not 
utilized to fulfill the Seller’s obligation will be allocated proportionately among all other 
Synchronized Reserve Obligations. 
 
(h) Any amounts credited for Tier 2 Synchronized Reserve in an hour in excess of the 
Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to each 
Market Participant that does not meet its hourly Synchronized Reserve Obligation in proportion 
to its purchases of Synchronized Reserve in megawatt-hours during that hour. 
 
(i) In the event the Office of the Interconnection needs to assign more Tier 2 Synchronized 
Reserve during an hour than was estimated as needed at the time the Synchronized Reserve 
Market Clearing Price was calculated for that hour due to a reduction in available Tier 1 
Synchronized Reserve, the costs of the excess Tier 2 Synchronized Reserve shall be allocated 
and charged to those providers of Tier 1 Synchronized Reserve whose available Tier 1 
Synchronized Reserve was reduced from the needed amount estimated during the Synchronized 
Reserve Market Clearing Price calculation, in proportion to the amount of the reduction in Tier 1 
Synchronized Reserve availability. 
 
(j) In the event a generation resource or Demand Resource that either has been assigned by 
the Office of the Interconnection or self-scheduled to provide Tier 2 Synchronized Reserve fails 
to provide the assigned or self-scheduled amount of Tier 2 Synchronized Reserve in response to 
a Synchronized Reserve Event, the resource will be credited for Tier 2 Synchronized Reserve 
capacity in the amount that actually responded for all hours the resource was assigned or self-
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scheduled Tier 2 Synchronized Reserve on the Operating Day during which the event occurred. 
The determination of the amount of Synchronized Reserve credited to a resource shall be on an 
individual resource basis, not on an aggregate basis. 
 
The resource shall refund payments received for Tier 2 Synchronized Reserve it failed to 
provide.  For purposes of determining the amount of the payments to be refunded by a Market 
Participant, the Office of the Interconnection shall calculate the shortfall of Tier 2 Synchronized 
Reserve on an individual resource basis unless the Market Participant had multiple resources that 
were assigned or self-scheduled to provide Tier 2 Synchronized Reserve, in which case the 
shortfall will be determined on an aggregate basis.  For performance determined on an aggregate 
basis, the response of any resource that provided more Tier 2 Synchronized Reserve than it was 
assigned or self-scheduled to provide will be used to offset the performance of other resources 
that provided less Tier 2 Synchronized Reserve than they were assigned or self-scheduled to 
provide during a Synchronized Reserve Event, as calculated in the PJM Manuals.  The 
determination of a Market Participant’s aggregate response shall not be taken into consideration 
in the determination of the amount of Tier 2 Synchronized Reserve credited to each individual 
resource. 
 
The amount refunded shall be determined by multiplying the Synchronized Reserve Market 
Clearing Price by the amount of the shortfall of Tier 2 Synchronized Reserve, measured in 
megawatts, for all hours the resource was assigned or self-scheduled to provide Tier 2 
Synchronized Reserve for a period of time immediately preceding the Synchronized Reserve 
Event equal to the lesser of the average number of days between Synchronized Reserve Events, 
or the number of days since the resource last failed to provide the amount of Tier 2 Synchronized 
Reserve it was assigned or self-scheduled to provide in response to a Synchronized Reserve 
Event. The average number of days between Synchronized Reserve Events for purposes of this 
calculation shall be determined by an annual review of the twenty-four month period ending 
October 31 of the calendar year in which the review is performed, and shall be rounded down to 
a whole day value.  The Office of the Interconnection shall report the results of its annual review 
to stakeholders by no later than December 31, and the average number of days between 
Synchronized Reserve Events shall be effective as of the following January 1.  The refunded 
charges shall be allocated as credits to Market Participants based on its pro rata share of the 
Synchronized Reserve Obligation megawatts less any Tier 1 Synchronized Reserve applied to its 
Synchronized Reserve Obligation in the hour(s) of the Synchronized Reserve Event for the 
Reserve Sub-zone or Reserve Zone, except that Market Participants that incur a refund obligation 
and also have an applicable Synchronized Reserve Obligation during the hour(s) of the 
Synchronized Reserve Event shall not be included in the allocation of such refund credits.  If the 
event spans multiple hours, the refund credits will be prorated hourly based on the duration of 
the event within each clock hour. 
 
(k) The magnitude of response to a Synchronized Reserve Event by a generation resource or 
a Demand Resource, except for Batch Load Demand Resources covered by section 3.2.3A(l), is 
the difference between the generation resource’s output or the Demand Resource’s consumption 
at the start of the event and its output or consumption 10 minutes after the start of the event. In 
order to allow for small fluctuations and possible telemetry delays, generation resource output or 
Demand Resource consumption at the start of the event is defined as the lowest telemetered 
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generator resource output or greatest Demand Resource consumption between one minute prior 
to and one minute following the start of the event.  Similarly, a generation resource's output or a 
Demand Resource's consumption 10 minutes after the event is defined as the greatest generator 
resource output or lowest Demand Resource consumption achieved between 9 and 11 minutes 
after the start of the event.    The response actually credited to a generation resource will be 
reduced by the amount the megawatt output of the generation resource falls below the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter.  The response actually credited to a Demand Resource will be 
reduced by the amount the megawatt consumption of the Demand Resource exceeds the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter. 
 
(l) The magnitude of response by a Batch Load Demand Resource that is at the stage in its 
production cycle when its energy consumption is less than the level of megawatts in its offer at 
the start of a Synchronized Reserve Event shall be the difference between (i) the Batch Load 
Demand Resource’s consumption at the end of the Synchronized Reserve Event and (ii) the 
Batch Load Demand Resource’s consumption during the minute within the ten minutes after the 
end of the Synchronized Reserve Event in which the Batch Load Demand Resource’s 
consumption was highest and for which its consumption in all subsequent minutes within the ten 
minutes was not less than fifty percent of the consumption in such minute; provided that, the 
magnitude of the response shall be zero if, when the Synchronized Reserve Event commences, 
the scheduled off-cycle stage of the production cycle is greater than ten minutes. 
 
3.2.3A.001  Non-Synchronized Reserve. 
 
(a) Each Market Participant that is a Load Serving Entity that is not part of an agreement to 
share reserves with external entities subject to the requirements in BAL-002 shall have an obligation 
for hourly Non-Synchronized Reserve equal to its pro rata share of Non-Synchronized Reserve 
assigned for the hour for each Reserve Zone and Reserve Sub-zone of the PJM Region, based on 
the Market Buyer’s total load (net of operating Behind The Meter Generation, but not to be less 
than zero) in such Reserve Zone and Reserve Sub-zone for the hour (“Non-Synchronized 
Reserve Obligation”).  Those entities that participate in an agreement to share reserves with external 
entities subject to the requirements in BAL-002 shall have their reserve obligations determined based 
on the stipulations in such agreement.  A Market Participant that does not meet its hourly Non-
Synchronized Reserve Obligation shall be charged for the Non-Synchronized Reserve dispatched 
by the Office of the Interconnection to meet such obligation at the Non-Synchronized Reserve 
Market Clearing Price determined in accordance with subsection (c) below, plus the amounts, if 
any, described in subsection (f) below. 
 
(b) Credits for Non-Synchronized Reserve provided by generation resources that are not 
operating for energy at the direction of the Office of the Interconnection specifically for the 
purpose of providing Non-Synchronized Reserve shall be the higher of (i) the Non-Synchronized 
Reserve Market Clearing Price or (ii) the specific opportunity cost of the generation resource 
supplying the increment of Non-Synchronized Reserve, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals.     
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(c) The Non-Synchronized Reserve Market Clearing Price shall be determined for each 
Reserve Zone and Reserve Sub-zone by the Office of the Interconnection for each hour of the 
Operating Day.  The hourly Non-Synchronized Reserve Market Clearing Price shall be 
calculated as the average of all 5-minute clearing prices calculated during the operating hour.  
Each 5-minute clearing price shall be calculated as the marginal cost of procuring sufficient Non-
Synchronized Reserves and/or Synchronized Reserves in each Reserve Zone or Reserve Sub-
zone inclusive of opportunity costs associated with meeting the Primary Reserve Requirement or 
Extended Primary Reserve Requirement.  When the Primary Reserve Requirement or Extended 
Primary Reserve Requirement in a Reserve Zone or Reserve Sub-zone cannot be met at a price 
less than or equal to the applicable Reserve Penalty Factor, the 5-minute clearing price for Non-
Synchronized Reserve shall be at least greater than or equal to the applicable Reserve Penalty 
Factor for the Reserve Zone or Reserve Sub-zone, but less than or equal to the Reserve Penalty 
Factor for the Primary Reserve Requirement for the Reserve Zone or Reserve Sub-zone.  If the 
Office of the Interconnection has initiated in a Reserve Zone or Reserve Sub-zone either a 
voltage reduction action as described in the PJM Manuals or a manual load dump action as 
described in the PJM Manuals, the 5-minute clearing price shall be the Reserve Penalty Factor 
for the Primary Reserve Requirement for that Reserve Zone or Reserve Sub-zone. 

The Reserve Penalty Factors for the Primary Reserve Requirement shall each be phased in as 
described below: 

i. $250/MWh for the 2012/2013 Delivery Year; 

ii. $400/MWh for the 2013/2014 Delivery Year; 

iii. $550/MWh for the 2014/2015 Delivery Year; and 

iv. $850/MWh as of the 2015/2016 Delivery Year. 

The Reserve Penalty Factor for the Extended Primary Reserve Requirement shall be $300/MWh.  

By no later than April 30 of each year, the Office of the Interconnection will analyze Market 
Participants’ response to prices exceeding $1,000/MWh on an annual basis and will provide its 
analysis to PJM stakeholders.  The Office of the Interconnection will also review this analysis to 
determine whether any changes to the Primary Reserve Penalty Factors are warranted for 
subsequent Delivery Year(s).  

(d) In determining the 5-minute Non-Synchronized Reserve clearing price, the unit-specific 
opportunity cost for a generation resource that is not providing energy because they are 
providing Non-Synchronized Reserves shall be equal to the product of (A) the deviation of the 
generation resource’s output necessary to follow the Office of the Interconnection’s signals and 
instructions from the generation resource’s expected output level if it had been dispatched in 
economic merit order times, (B) the Locational Marginal Price at the generation bus for the 
generation resource, minus (C) the applicable offer for energy from the generation resource in 
the PJM Interchange Energy Market.   
 
(e) In determining the credit under subsection (b) to a resource selected to provide Non-
Synchronized Reserve and that follows the Office of the Interconnection’s signals and 
instructions, the unit-specific opportunity cost of a generation resource shall be determined for 
each hour that the Office of the Interconnection requires a generation resource to provide Non-
Synchronized Reserve and shall be equal to the product of (A) the deviation of the generation 
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resource’s output necessary to follow the Office of the Interconnection’s signals and instructions 
from the generation resource’s expected output level if it had been dispatched in economic merit 
order, times (B) the Locational Marginal Price at the generation bus for the generation resource, 
minus (C) the applicable offer for energy from the generation resource in the PJM Interchange 
Energy Market.   
 
(f) Any amounts credited for Non-Synchronized Reserve in an hour in excess of the Non-
Synchronized Reserve Market Clearing Price in that hour shall be allocated and charged to each 
Market Participant that does not meet its hourly Non-Synchronized Reserve Obligation in 
proportion to its purchases of Non-Synchronized Reserve in megawatt-hours during that hour. 
 
(g) The magnitude of response to a Non-Synchronized Reserve Event by a generation 
resource is the difference between the generation resource’s output at the start of the event and 
its output 10 minutes after the start of the event.  In order to allow for small fluctuations and 
possible telemetry delays, generation resource output at the start of the event is defined as the 
lowest telemetered generator resource output between one minute prior to and one minute 
following the start of the event.  Similarly, a generation resource's output 10 minutes after the 
start of the event is defined as the greatest generator resource output achieved between 9 and 11 
minutes after the start of the event.  The response actually credited to a generation resource will 
be reduced by the amount the megawatt output of the generation resource falls below the level 
achieved after 10 minutes by either the end of the event or after 30 minutes from the start of the 
event, whichever is shorter.   
 
(h) In the event a generation resource that has been assigned by the Office of the 
Interconnection to provide Non-Synchronized Reserve fails to provide the assigned amount of 
Non-Synchronized Reserve in response to a Non-Synchronized Reserve Event, the resource will 
be credited for Non-Synchronized Reserve capacity in the amount that actually responded for the 
contiguous hours the resource was assigned Non-Synchronized Reserve during which the event 
occurred. 

 
3.2.3A.01  Day-ahead Scheduling Reserves. 
 
(a) The Office of the Interconnection shall satisfy the Day-ahead Scheduling Reserves 
Requirement by procuring Day-ahead Scheduling Reserves in the Day-ahead Scheduling 
Reserves Market from Day-ahead Scheduling Reserves Resources, provided that Demand 
Resources shall be limited to providing the lesser of any limit established by the Reliability First 
Corporation or SERC, as applicable, or twenty-five percent of the total Day-ahead Scheduling 
Reserves Requirement.  Day-ahead Scheduling Reserves Resources that clear in the Day-ahead 
Scheduling Reserves Market shall receive a Day-ahead Scheduling Reserves schedule from the 
Office of the Interconnection for the relevant Operating Day.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Day-ahead Scheduling Reserves in the PJM 
Interchange Energy Market; provided that PJMSettlement shall not be a contracting party to 
bilateral transactions between Market Participants or with respect to a self-schedule or self-
supply of generation resources by a Market Buyer to satisfy its Day-ahead Scheduling Reserves 
Requirement. 
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(b) A Day-ahead Scheduling Reserves Resource that receives a Day-ahead Scheduling 
Reserves schedule pursuant to subsection (a) of this section shall be paid the hourly Day-ahead 
Scheduling Reserves Market clearing price for the cleared megawatt quantity of Day-ahead 
Scheduling ReservesMW obligation in each hour of the schedule, subject to meeting the 
requirements of subsection (c) of this section. 
 
(c) To be eligible for payment pursuant to subsection (b) of this section, Day-ahead 
Scheduling Reserves Resources shall comply with the following provisions: 
 

(i) Generation resources with a start time greater than thirty minutes are 
required to be synchronized and operating at the direction of the Office of 
the Interconnection during the resource’s Day-ahead Scheduling Reserves 
schedule and shall have a dispatchable range equal to or greater than the 
Day-ahead Scheduling Reserves schedule. 

 
(ii) Generation resources and Demand Resources with start times or shut-

down times, respectively, equal to or less than 30 minutes are required to 
respond to dispatch directives from the Office of the Interconnection 
during the resource’s Day-ahead Scheduling Reserves schedule.  To meet 
this requirement the resource shall be required to start or shut down within 
the specified notification time plus its start or shut down time, provided 
that such time shall be less than thirty minutes. 

 
(iii) Demand Resources with a Day-ahead Scheduling Reserves schedule shall 

be credited based on the difference between the resource’s MW 
consumption at the time the resource is directed by the Office of the 
Interconnection to reduce its load (starting MW usage) and the resource’s 
MW consumption at the time when the Demand Resource is no longer 
dispatched by PJM (ending MW usage).  For the purposes of this 
subsection, a resource’s starting MW usage shall be the greatest 
telemetered consumption between one minute prior to and one minute 
following the issuance of a dispatch instruction from the Office of the 
Interconnection, and a resource’s ending MW usage shall be the lowest 
consumption between one minute before and one minute after a dispatch 
instruction from the Office of the Interconnection that is no longer 
necessary to reduce. 

 
(iv) Notwithstanding subsection (iii) above, the credit for a Batch Load 

Demand Resource that is at the stage in its production cycle when its 
energy consumption is less than the level of megawatts in its offer at the 
time the resource is directed by the Office of the Interconnection to reduce 
its load shall be the difference between (i) the “ending MW usage” (as 
defined above) and (ii) the Batch Load Demand Resource’s consumption 
during the minute within the ten minutes after the time of the “ending MW 
usage” in which the Batch Load Demand Resource’s consumption was 
highest and for which its consumption in all subsequent minutes within the 
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ten minutes was not less than fifty percent of the consumption in such 
minute; provided that, the credit shall be zero if, at the time the resource is 
directed by the Office of the Interconnection to reduce its load, the 
scheduled off-cycle stage of the production cycle is greater than the 
timeframe for which the resource was dispatched by PJM. 

 
Resources that do not comply with the provisions of this subsection (c) shall not be eligible to 
receive credits pursuant to subsection (b) of this section. 
 
 

(d) The hourly credits paid to Day-ahead Scheduling Reserves Resources satisfying the 
Base Day-ahead Scheduling Reserves Requirement (“Base Day-ahead Scheduling Reserves 
credits”) shall equal the ratio of the Base Day-ahead Scheduling Reserves Requirement to the 
Day-ahead Scheduling Reserves Requirement, multiplied by the total credits paid to Day-ahead 
Scheduling Reserves Resources, and are allocated as Base Day-ahead Scheduling Reserves 
charges per paragraph (i) below.  The hourly credits paid to Day-ahead Scheduling Reserve 
Resources satisfying the Additional Day-ahead Scheduling Reserve Requirement (“Additional 
Day-ahead Scheduling Reserves credits”) shall equal the ratio of the Additional Day-ahead 
Scheduling Reserves Requirement to the Day-ahead Scheduling Reserves Requirement, 
multiplied by the total credits paid to Day-ahead Scheduling Reserves Resources and are 
allocated as Additional Day-ahead Scheduling Reserves charges per paragraph (ii) below.      

 
(i) A Market Participant’s Base Day-ahead Scheduling Reserves charge is equal to 

the ratio of the Market Participant’s hourly obligation to the total hourly 
obligation of all Market Participants in the PJM Region, multiplied by the Base 
Day-ahead Scheduling Reserves credits. The hourly obligation for each Market 
Participant is a megawatt representation of the portion of the Base Day-ahead 
Scheduling Reserves credits that the Market Participant is responsible for paying 
to PJM.  The hourly obligation is equal to the Market Participant’s load ratio 
share of the total megawatt volume of Base Day-ahead Scheduling Reserves 
resources (described below), based on the Market Participant’s total hourly load 
(net of operating Behind The Meter Generation, but not to be less than zero) to the 
total hourly load of all Market Participants in the PJM Region.  The total 
megawatt volume of Base Day-ahead Scheduling Reserves resources equals the 
ratio of the Base Day-ahead Scheduling Reserves Requirement to the Day-ahead 
Scheduling Reserves Requirement multiplied by the total volume of Day-ahead 
Scheduling Reserves megawatts paid pursuant to paragraph (c) of this section.  A 
Market Participant’s hourly Day-ahead Scheduling Reserves obligation can be 
further adjusted by any Day-ahead Scheduling Reserve bilateral transactions.   

 
(ii)  Additional Day-ahead Scheduling Reserves credits shall be charged hourly to 

Market Participants that are net purchasers in the Day-ahead Energy Market based 
on its positive demand difference ratio share.  The positive demand difference for 
each Market Participant is the difference between its real-time load (net of 
operating Behind The Meter Generation, but not to be less than zero) and cleared 
Demand Bids in the Day-ahead Energy Market, net of cleared Increment Offers 
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and cleared Decrement Bids in the Day-ahead Energy Market, when such value is 
positive.  Net purchasers in the Day-ahead Energy Market are those Market 
Participants that have cleared Demand Bids plus cleared Decrement Bids in 
excess of its amount of cleared Increment Offers in the Day-ahead Energy 
Market.  If there are no Market Participants with a positive demand difference, the 
Additional Day-ahead Scheduling Reserves credits are allocated according to 
paragraph (i) above. 

 
 
(e) If the Day-ahead Scheduling Reserves Requirement is not satisfied through the operation 
of subsection (a) of this section, any additional Operating Reserves required to meet the 
requirement shall be scheduled by the Office of the Interconnection pursuant to Section 3.2.3 of 
Schedule 1 of this Agreement.  
 
3.2.3B Reactive Services. 
 
(a) A Market Seller providing Reactive Services at the direction of the Office of the 
Interconnection shall be credited as specified below for the operation of its resource.  These 
provisions are intended to provide payments to generating units when the LMP dispatch 
algorithms would not result in the dispatch needed for the required reactive service.  LMP will be 
used to compensate generators that are subject to redispatch for reactive transfer limits. 
 
(b) At the end of each Operating Day, where the active energy output of a Market Seller’s 
resource is reduced or suspended at the request of the Office of the Interconnection for the 
purpose of maintaining reactive reliability within the PJM Region, the Market Seller shall be 
credited according to Sections 3.2.3B(c) & 3.2.3B(d).  
 
(c) A Market Seller providing Reactive Services from either a steam-electric generating unit 
or combined cycle unit operating in combined cycle mode, where such unit is pool-scheduled (or 
self-scheduled, if operating according to Section 1.10.3 (c) hereof), and where the hourly 
integrated, real time LMP at the unit’s bus is higher than the price offered by the Market Seller 
for energy from the unit at the level of output requested by the Office of the Interconnection (as 
indicated either by the desired MWs of output from the unit determined by PJM’s unit dispatch 
system or as directed by the PJM dispatcher through a manual override) shall be compensated for 
lost opportunity cost by receiving a credit hourly in an amount equal to the product of (A) the 
deviation of the generating unit’s output necessary to follow the Office of the Interconnection’s 
signals and the generating unit’s expected output level if it had been dispatched in economic 
merit order, times (B) the Real-time Price at the generation bus for the generating unit, minus (C) 
the applicable offer for energy on which the generating unit was committed in the Real-time 
Energy Market, provided that the resulting outcome is greater than $0.00.  This equation is 
represented as (A*B) - C.  
 
The deviation of the generating unit’s output is equal to the lesser of the PJM forecasted output 
for the unit or level of output for the unit determined according to the point on the scheduled 
offer curve on which the unit was operating corresponding to the hourly integrated real time 
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Locational Marginal Price, and shall be limited to the lesser of the unit’s Economic Maximum or 
the unit’s Maximum Facility Output, minus the actual hourly integrated output of the unit. 
 
For pool-scheduled generating units, their applicable offer for energy is the offer on which the 
resource was committed.   For self-scheduled generating units, their applicable offer for energy 
shall equal the real-time scheduled offer curve on which the unit was operating, unless such 
schedule was a marketprice-based- schedule and the offer associated with that price schedule is 
less than the cost-based offer provided for the unit, in which case the offer for the unit will be 
determined from the cost-based schedule. 
 
(d) A Market Seller providing Reactive Services from either a combustion turbine unit or 
combined cycle unit operating in simple cycle mode that is pool scheduled (or self-scheduled, if 
operating according to Section 1.10.3 (c) hereof), operated as requested by the Office of the 
Interconnection, shall be compensated for lost opportunity cost, limited to the lesser of the unit’s 
Economic Maximum or the unit’s Maximum Facility Output, if either of the following 
conditions occur: 
 

(i) if the unit output is reduced at the direction of the Office of the Interconnection 
and the real time LMP at the unit’s bus is higher than the price offered by the 
Market Seller for energy from the unit at the level of output requested by the 
Office of the Interconnection as directed by the PJM dispatcher, then the Market 
Seller shall be credited in a manner consistent with that described above in 
Section 3.2.3B(c) for a steam unit or a combined cycle unit operating in combined 
cycle mode. 
 
(ii) if the unit is scheduled to produce energy in the day-ahead market, but the unit 
is not called on by PJM and does not operate in real time, then the Market Seller 
shall be credited hourly in an amount equal to the higher of (i) {(URTLMP – 
UDALMP) x DAG, or (ii) {(URTLMP – UB) x DAG where: 
 
URTLMP equals the real time LMP at the unit’s bus; 
 
UDALMP equals the day-ahead LMP at the unit’s bus; 
 
DAG equals the day-ahead scheduled unit output for the hour; 
 
UB equals the offer price for the unit determined according to the schedule on 
which the unit was committed day-ahead, unless such schedule was a 
marketprice-based schedule and the offer associated with that marketprice-based 
schedule is less than the cost-based offer for the unit, in which case the offer for 
the unit will be determined based on the cost-based schedule; and 
 
where URTLMP - UDALMP and URTLMP – UB shall not be negative. 

 
(e) At the end of each Operating Day, where the active energy output of a Market Seller’s 
unit is increased at the request of the Office of the Interconnection for the purpose of maintaining 
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reactive reliability within the PJM Region and the offered price of the energy is above the real-
time LMP at the unit’s bus, the Market Seller shall be credited according to Section 3.2.3B(f). 
 
(f) A Market Seller providing Reactive Services from either a  steam-electric generating 
unit, combined cycle unit or combustion turbine unit, where such unit is pool scheduled (or self-
scheduled, if operating according to Section 1.10.3 (c) hereof), and where the hourly integrated, 
real time LMP at the unit’s bus is lower than the price offered by the Market Seller for energy 
from the unit at the level of output requested by the Office of the Interconnection (as indicated 
either by the desired MWs of output from the unit determined by PJM’s unit dispatch system or 
as directed by the PJM dispatcher through a manual override), shall receive a credit hourly in an 
amount equal to {(AG - LMPDMW) x (UB - URTLMP)}where: 
 

AG equals the actual hourly integrated output of the unit; 
 
LMPDMW equals the level of output for the unit determined according to the 
point on the scheduled offer curve on which the unit was operating corresponding 
to the hourly integrated real time LMP at the unit’s bus and adjusted for any 
Regulation or Tier 2 Synchronized Reserve assignments; 
 
UB equals the unit offer for that unit for which output is increased, determined 
according to the  real time scheduled offer curve on which the unit was operating; 
 
URTLMP equals the real time LMP at the unit’s bus; and 
 
where UB - URTLMP shall not be negative.   

 
(g) A Market Seller providing Reactive Services from a hydroelectric resource where such 
resource is pool scheduled (or self-scheduled, if operating according to Section 1.10.3 (c) 
hereof), and where the output of such resource is altered from the schedule submitted by the 
Market Seller for the purpose of maintaining reactive reliability at the request of the Office of the 
Interconnection, shall be compensated for lost opportunity cost in the same manner as provided 
in sections 3.2.2(d) and 3.2.3A(f) and further detailed in the PJM Manuals. 
 
(h) If a Market Seller believes that, due to specific pre-existing binding commitments to 
which it is a party, and that properly should be recognized for purposes of this section, the above 
calculations do not accurately compensate the Market Seller for lost opportunity cost associated 
with following the Office of the Interconnection’s dispatch instructions to reduce or suspend a 
unit’s output for the purpose of maintaining reactive reliability, then the Office of the 
Interconnection, the Market Monitoring Unit and the individual Market Seller will discuss a 
mutually acceptable, modified amount of such alternate lost opportunity cost compensation, 
taking into account the specific circumstances binding on the Market Seller.  Following such 
discussion, if the Office of the Interconnection accepts a modified amount of alternate lost 
opportunity cost compensation, the Office of the Interconnection shall invoice the Market Seller 
accordingly.  If the Market Monitoring Unit disagrees with the modified amount of alternate lost 
opportunity cost compensation, as accepted by the Office of the Interconnection, it will exercise 
its powers to inform the Commission staff of its concerns. 
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(i) The amount of Synchronized Reserve provided by generating units maintaining reactive 
reliability shall be counted as Synchronized Reserve satisfying the overall PJM Synchronized 
Reserve requirements.  Operators of these generating units shall be notified of such provision, 
and to the extent a generating unit’s operator indicates that the generating unit is capable of 
providing Synchronized Reserve, shall be subject to the same requirements contained in Section 
3.2.3A regarding provision of Tier 2 Synchronized Reserve.  At the end of each Operating Day, 
to the extent a condenser operated to provide Reactive Services also provided Synchronized 
Reserve, a Market Seller shall be credited for providing synchronous condensing for the purpose 
of maintaining reactive reliability at the request of the Office of the Interconnection, in an 
amount equal to the higher of (i) the hourly Synchronized Reserve Market Clearing Price for 
each hour a generating unit provided synchronous condensing multiplied by the amount of 
Synchronized reserve provided by the synchronous condenser or (ii) the sum of (A) the 
generating unit’s hourly cost to provide synchronous condensing, calculated in accordance with 
the PJM Manuals, (B) the hourly product of MW energy usage for providing synchronous 
condensing multiplied by the real time LMP at the generating unit’s bus, (C) the generating 
unit’s startup-cost of providing synchronous condensing, and (D) the unit-specific lost 
opportunity cost of the generating resource supplying the increment of Synchronized Reserve as 
determined by the Office of the Interconnection in accordance with procedures specified in the 
PJM Manuals. To the extent a condenser operated to provide Reactive Services was not also 
providing Synchronized Reserve, the Market Seller shall be credited only for the generating 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (l) below. 
 
(j) A Market Seller’s pool scheduled steam-electric generating unit or combined cycle unit 
operating in combined cycle mode, that is not committed to operate in the Day-ahead Market, 
but that is directed by the Office of the Interconnection to operate solely for the purpose of 
maintaining reactive reliability, at the request of the Office of the Interconnection, shall be 
credited in the amount of the unit’s offered price for start-up and no-load fees.  The unit also 
shall receive, if applicable, compensation in accordance with Sections 3.2.3B(e)-(f). 
 
(k) The sum of the foregoing credits as specified in Sections 3.2.3B(b)-(j) shall be the cost of 
Reactive Services for the purpose of maintaining reactive reliability for the Operating Day and 
shall be separately determined for each transmission zone in the PJM Region based on whether 
the resource was dispatched for the purpose of maintaining reactive reliability in such 
transmission zone. 
 
(l) The cost of Reactive Services for the purpose of maintaining reactive reliability in a 
transmission zone in the PJM Region for each Operating Day shall be allocated and charged to 
each Market Participant in proportion to its deliveries of energy to load (net of operating Behind 
The Meter Generation) in such transmission zone, served under Network Transmission Service, 
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in megawatt-hours during that Operating Day, as compared to all such deliveries for all Market 
Participants in such transmission zone.   
 
(m) Generating units receiving dispatch instructions from the Office of the Interconnection 
under the expectation of increased actual or reserve reactive shall inform the Office of the 
Interconnection dispatcher if the requested reactive capability is not achievable.  Should the 
operator of a unit receiving such instructions realize at any time during which said instruction is 
effective that the unit is not, or likely would not be able to, provide the requested amount of 
reactive support, the operator shall as soon as practicable inform the Office of the 
Interconnection dispatcher of the unit’s inability, or expected inability, to provide the required 
reactive support, so that the associated dispatch instruction may be cancelled.  PJM Performance 
Compliance personnel will audit operations after-the-fact to determine whether a unit that has 
altered its active power output at the request of the Office of the Interconnection has provided the 
actual reactive support or the reactive reserve capability requested by the Office of the 
Interconnection.  PJM shall utilize data including, but not limited to, historical reactive 
performance and stated reactive capability curves in order to make this determination, and may 
withhold such compensation as described above if reactive support as requested by the Office of 
the Interconnection was not or could not have been provided.  
 
3.2.3C Synchronous Condensing for Post-Contingency Operation. 
 
(a) Under normal circumstances, PJM operates generation out of merit order to control 
contingency overloads when the flow on the monitored element for loss of the contingent 
element (“contingency flow”) exceeds the long-term emergency rating for that facility, typically 
a 4-hour or 2-hour rating.  At times however, and under certain, specific system conditions, PJM 
does not operate generation out of merit order for certain contingency overloads until the 
contingency flow on the monitored element exceeds the 30-minute rating for that facility (“post-
contingency operation”).  In conjunction with such operation, when the contingency flow on 
such element exceeds the long-term emergency rating, PJM operates synchronous condensers in 
the areas affected by such constraints, to the extent they are available, to provide greater 
certainty that such resources will be capable of producing energy in sufficient time to reduce the 
flow on the monitored element below the normal rating should such contingency occur. 
 
(b) The amount of Synchronized Reserve provided by synchronous condensers associated 
with post-contingency operation shall be counted as Synchronized Reserve satisfying the PJM 
Synchronized Reserve requirements.  Operators of these generation units shall be notified of 
such provision, and to the extent a generation unit’s operator indicates that the generation unit is 
capable of providing Synchronized Reserve, shall be subject to the same requirements contained 
in Section 3.2.3A regarding provision of Tier 2 Synchronized Reserve.  At the end of each 
Operating Day, to the extent a condenser operated in conjunction with post-contingency 
operation also provided Synchronized Reserve, a Market Seller shall be credited for providing 
synchronous condensing in conjunction with post-contingency operation at the request of the 
Office of the Interconnection, in an amount equal to the higher of (i) the hourly Synchronized 
Reserve Market Clearing Price for each hour a generation resource provided synchronous 
condensing multiplied by the amount of Synchronized Reserve provided by the synchronous 
condenser or (ii) the sum of (A) the generation resource’s hourly cost to provide synchronous 
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condensing, calculated in accordance with the PJM Manuals, (B) the hourly product of the 
megawatts of energy used to provide synchronous condensing multiplied by the real-time LMP 
at the generation bus of the generation resource, (C) the generation resource’s start-up cost of 
providing synchronous condensing, and (D) the unit-specific lost opportunity cost of the 
generation resource supplying the increment of Synchronized Reserve as determined by the 
Office of the Interconnection in accordance with procedures specified in the PJM Manuals.  To 
the extent a condenser operated in association with post-contingency constraint control was not 
also providing Synchronized Reserve, the Market Seller shall be credited only for the generation 
unit’s cost to condense, as described in (ii) above.  The total Synchronized Reserve Obligations 
of all Load Serving Entities under section 3.2.3A(a) in the zone where these condensers are 
located shall be reduced by the amount counted as satisfying the PJM Synchronized Reserve 
requirements.  The Synchronized Reserve Obligation of each Load Serving Entity in the zone 
under section 3.2.3A(a) shall be reduced to the same extent that the costs of such condensers 
counted as Synchronized Reserve are allocated to such Load Serving Entity pursuant to 
subsection (d) below. 
 
(c) The sum of the foregoing credits as specified in section 3.2.3C(b) shall be the cost of 
synchronous condensers associated with post-contingency operations for the Operating Day and 
shall be separately determined for each transmission zone in the PJM Region based on whether 
the resource was dispatched in association with post-contingency operation in such transmission 
zone. 
 
(d) The cost of synchronous condensers associated with post-contingency operations in a 
transmission zone in the PJM Region for each Operating Day shall be allocated and charged to 
each Market Participant in proportion to its deliveries of energy to load (net of operating Behind 
The Meter Generation) in such transmission zone, served under Network Transmission Service, 
in megawatt-hours during that Operating Day, as compared to all such deliveries for all Market 
Participants in such transmission zone. 
 
3.2.4 Transmission Congestion Charges. 
 
Each Market Buyer shall be assessed Transmission Congestion Charges as specified in Section 5 
of this Schedule. 
 
3.2.5 Transmission Loss Charges. 
 
Each Market Buyer shall be assessed Transmission Loss Charges as specified in Section 5 of this 
Schedule. 
 
3.2.6 Emergency Energy. 
 
(a) When the Office of the Interconnection has implemented Emergency procedures, 
resources offering Emergency energy are eligible to set real-time Locational Marginal Prices, 
capped at the energy offer cap plus the sum of the applicable Reserve Penalty Factors for the 
Synchronized Reserve Requirement and Primary Reserve Requirement, provided that the 
Emergency energy is needed to meet demand in the PJM Region. 
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(b) Market Participants shall be allocated a proportionate share of the net cost of Emergency 
energy purchased by the Office of the Interconnection.  Such allocated share during each hour of 
such Emergency energy purchase shall be in proportion to the amount of each Market 
Participant’s real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, 
whenever that deviation increases the Market Participant’s spot market purchases or decreases its 
spot market sales.  This deviation shall not include any reduction or suspension of output of pool 
scheduled resources requested by PJM to manage an Emergency within the PJM Region. 
 
(c) Net revenues in excess of Real-time Prices attributable to sales of energy in connection 
with Emergencies to other Control Areas shall be credited to Market Participants during each 
hour of such Emergency energy sale in proportion to the sum of (i) each Market Participant’s 
real-time deviation from its net PJM Interchange in the Day-ahead Energy Market, whenever that 
deviation increases the Market Participant’s spot market purchases or decreases its spot market 
sales, and (ii) each Market Participant’s energy sales from within the PJM Region to entities 
outside the PJM Region that have been curtailed by PJM. 
 
(d) The net costs or net revenues associated with sales or purchases of hourly energy in 
connection with a Minimum Generation Emergency in the PJM Region, or in another Control 
Area, shall be allocated during each hour of such Emergency sale or purchase to each Market 
Participant in proportion to the amount of each Market Participant’s real-time deviation from its 
net PJM Interchange in the Day-ahead Market, whenever that deviation increases the Market 
Participant’s spot market sales or decreases its spot market purchases. 
 
3.2.7 Billing. 
 
(a) PJMSettlement shall prepare a billing statement each billing cycle for each Market Buyer 
in accordance with the charges and credits specified in Sections 3.2.1 through 3.2.6 of this 
Schedule, and showing the net amount to be paid or received by the Market Buyer.  Billing 
statements shall provide sufficient detail, as specified in the PJM Manuals, to allow verification 
of the billing amounts and completion of the Market Buyer’s internal accounting. 
 
(b) If deliveries to a Market Buyer that has PJM Interchange meters in accordance with 
Section 14 of the Operating Agreement include amounts delivered for a Market Participant that 
does not have PJM Interchange meters separate from those of the metered Market Buyer, 
PJMSettlement shall prepare a separate billing statement for the unmetered Market Participant 
based on the allocation of deliveries agreed upon between the Market Buyer and the unmetered 
Market Participant specified by them to the Office of the Interconnection. 
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3.3A Economic Load Response Participants. 
 
3.3A.1 Compensation. 
 
Economic Load Response Participants shall be compensated pursuant to Sections 3.3A.5 and/or 
3.3A.6 of this Schedule, for demand reduction offers submitted in the Day-Ahead Energy Market 
or Real-time Energy Market that satisfy the Net Benefits Test of section 3.3A.4; that are 
scheduled by the Office of the Interconnection; and that follow the dispatch instructions of the 
Office of the Interconnection.  Qualifying demand reductions shall be measured by:  1) 
comparing actual metered load to an end-use customer’s Customer Baseline Load or alternative 
CBL determined in accordance with the provisions of Section 3.3A.2 or 3.3A.2.01, respectively; 
or 2) non-interval metered residential Direct Load Control customers, as metered on a current 
statistical sample of electric distribution company accounts, as described in the PJM Manuals or 
3) by the MWs produced by On-Site Generators pursuant to the provisions of Section 3.3A.2.02. 
 
3.3A.2 Customer Baseline Load. 
 
For Economic Load Response Participants that choose to measure demand reductions using an 
end-use customer’s Customer Baseline Load (“CBL”), the CBL shall be determined using the 
following formula for such participant’s Non-Variable Loads.  Additionally, except for the 
months of June through September in the Delivery Year, the following formula shall be used to 
measure an Emergency and Pre-Emergency Load Response participant’s demand reductions 
when determining compliance with its capacity obligations pursuant to Schedule 6 of the RAA, 
unless an alternative CBL is approved pursuant to section 3.3A.2.01 of this schedule: 
 
 (a) The CBL for weekdays shall be the average of the highest 4 out of the 5 most 
recent load weekdays in the 45 calendar day period preceding the relevant load reduction event. 
 

i. For the purposes of calculating the CBL for weekdays, weekdays shall not 
include: 

 
1. NERC holidays; 
 
2. Weekend days; 
 
3. Event days.  For the purposes of this section an event day shall be 
either: 
 
i) any weekday that an Economic Load Response Participant submits 
a settlement pursuant to Section 3.3A.4 or 3.3A.5, provided that Event 
Days shall exclude such days if the settlement is denied by the relevant 
LSE or electric distribution company or is disallowed by the Office of the 
Interconnection; or 

 
ii) any weekday where the end-use customer location that is 
registered in the Economic Load Response program is also registered as a 
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Demand Resource, and all end-use customer locations on the relevant 
Economic Load Response registration have been dispatched by PJM 
during an emergency event. 
 
4. Any weekday where the average daily event period usage is less 
than 25% of the average event period usage for the five days. 

 
ii. If a 45-day period does not include 5 weekdays that meet the conditions in 

subsection (a)(i) of this section, provided there are 4 weekdays that meet 
the conditions in subsection (a)(i) of this section, the CBL shall be based 
on the average of those 4 weekdays.  If there are not 4 eligible weekdays, 
the CBL shall be determined in accordance with subsection (iii) of this 
section. 

 
iii. Section 3.3A.2(a)(i)(3) notwithstanding, if a 45-day period does not 

include 4 weekdays that meet the conditions in subsection (a)(i) of this 
section, event days will be used as necessary to meet the 4 day 
requirement to calculate the CBL, provided that any such event days shall 
be the highest load event days within the relevant 45-day period. 

 
 (b) The CBL for weekend days and NERC holidays shall be determined in 
accordance with the following provisions:  
 

i. The CBL for Saturdays and Sundays/NERC holidays shall be the average 
of the highest 2 load days out of the 3 most recent Saturdays or 
Sundays/NERC holidays, respectively, in the 45 calendar day period 
preceding the relevant load reduction event, provided that the following 
days shall not be used to calculate a Saturday or Sunday/NERC holiday 
CBL: 

 
1. Event days.  For the purposes of this section an event day shall be 

either: 
 
a. any Saturday and Sunday/NERC holiday that an Economic Load 

Response Participant submits a settlement pursuant to Section 
3.3A.5 or 3.3A.6, provided that Event Days shall exclude such 
days if the settlement is denied by the relevant LSE or electric 
distribution company or is disallowed by the Office of the 
Interconnection; or 

 
b. any Saturday and Sunday/NERC holiday where the end-use 

customer that is registered in the Economic Load Response 
program is also registered as a Demand Resource, and all end-use 
customer locations on the relevant Economic Load Response 
registration have been dispatched by PJM during an emergency 
event. 
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2. Any Saturday or Sunday/NERC holiday where the average daily 

event period usage is less than 25% of the average event period 
usage level for the three days; 

 
3. Any Saturday or Sunday/NERC holiday that corresponds to the 

beginning or end of daylight savings. 
 

ii. If a 45-day period does not include 3 Saturdays or 3 Sundays/NERC 
holidays, respectively, that meet the conditions in subsection (b)(i) of this 
section, provided there are 2 Saturdays or Sundays/NERC holidays that 
meet the conditions in subsection (b)(i) of this section, the CBL will be 
based on the average of those 2 Saturdays or Sundays/NERC holidays.  If 
there are not 2 eligible Saturdays or Sundays/NERC holidays, the CBL 
shall be determined in accordance with subsection (iii) of this section. 

 
iii. Section 3.3A.2(b)(i)(1) notwithstanding, if a 45-day period does not 

include 2 Saturdays or Sundays/NERC holidays, respectively, that meet 
the conditions in subsection (b)(i) of this section, event days will be used 
as necessary to meet the 2 day requirement to calculate the CBL, provided 
that any such event days shall be the highest load event days within the 
relevant 45-day period. 

 
 (c) CBLs established pursuant to this section shall represent end-use customers’ 
actual load patterns.  If the Office of the Interconnection determines that a CBL or alternative 
CBL does not accurately represent a customer’s actual load patterns, the CBL shall be revised 
accordingly pursuant to Section 3.3A.2.01.  Consistent with this requirement, if 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 upon whose behalf it is acting 
that would result in the adjustment of more than half the hours in the affected party’s Customer 
Baseline Load by twenty percent or more for more than twenty days. 
 
3.3A.2.01 Alternative Customer Baseline Methodologies. 
 
(a) During the Economic Load Response Participant registration process pursuant to Section 
1.5A.3 of this Schedule, the relevant Economic Load Response Participant or the Office of the 
Interconnection (“Interested Parties”) may, in the case of such participant’s Non-Variable Load 
customers, and shall, in the case of its Variable Load customers, propose an alternative CBL 
calculation that more accurately reflects the relevant end-use customer’s consumption pattern 
relative to the CBL determined pursuant to Section 3.3A.2.  During the Emergency and Pre-
Emergency Load Response registration process pursuant to section 8.4 of this schedule, or as 
otherwise approved by the Office of the Interconnection, the relevant participant or the Office of 
the Interconnection may propose an alternative CBL calculation that more accurately reflects the 
relevant end-use customer’s consumption pattern relative to the CBL determined pursuant to 
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section 3.3A.2 of this schedule.  In support of such proposal, the participant shall demonstrate 
that the alternative CBL method shall result in an hourly relative root mean square error of 
twenty percent or less compared to actual hourly values, as calculated in accordance with the 
technique specified in the PJM Manuals.  Any proposal made pursuant to this section shall be 
provided to the other Interested Party. 
 
(b) The Interested Parties shall have 30 days to agree on a proposal issued pursuant to 
subsection (a) of this section.  The 30-day period shall start the day the proposal is provided to 
the other Interested Party.  If both Interested Parties agree on a proposal issued pursuant to this 
section, that alternative CBL calculation methodology shall be effective consistent with the date 
of the relevant Economic Load Response Participant registration.   
 
(c) If agreement is not reached pursuant to subsection (b) of this section, the Office of the 
Interconnection shall determine a CBL methodology that shall result, as nearly as practicable, in 
an hourly relative root mean square error of twenty percent or less compared to actual hourly 
values within 20 days from the expiration of the 30-day period established by subsection (b).  A 
CBL established by the Office of the Interconnection pursuant to this subsection (c) shall be 
binding upon both Interested Parties unless the Interested Parties reach agreement on an 
alternative CBL methodology prior to the expiration of the 20-day period established by this 
subsection (c). 
 
(d) Operation of this Section 3.3A.2.01 shall not delay Economic Load Response Participant 
registrations pursuant to Section 1.5A.3, provided that the alternative CBL established pursuant 
to this section shall be used for all related energy settlements made pursuant to Sections 3.3A.5 
and 3.3A.6. 
 
(e) The Office of the Interconnection shall periodically publish alternative CBL 
methodologies established pursuant to this section in the PJM Manuals. 
 

(f)  Emergency and Pre-Emergency Load Response registrations will use the CBL 
defined on the associated economic registration for measuring demand reductions when 
determining the participant’s compliance with its capacity obligations pursuant to Schedule 6 of 
the RAA, unless it is the maximum baseload CBL as defined in the PJM Manuals, in which case 
the participant will use the CBL set forth in the Emergency or Pre-Emergency Load Response 
registration. 

 
3.3A.2.02 On-Site Generators. 
 
On-Site Generators used as the basis for Economic Load Response Participant status pursuant to 
Section 1.5A shall be subject to the following provisions: 
 

i. The On-Site Generator shall be used solely to enable an Economic Load 
Response Participant to provide demand reductions in response to the 
Locational Marginal Prices in the Real-time Energy Market and/or the 
Day-ahead Energy Market and shall not otherwise have been operating;  
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ii.  If subsection (i) does not apply, the amount of energy from an On-Site 
Generator used to enable an Economic Load Response Participant to 
provide demand reductions in response to the Locational Marginal Prices 
in the Real-time Energy Market and/or the Day-ahead Energy Market shall 
be capable of being quantified in a manner that is acceptable to the Office 
of the Interconnection. 

 
3.3A.3 Symmetric Additive Adjustment. 
 
(a) Customer Baseline Levels established pursuant to section 3.3A.2 shall be adjusted  by the 
Symmetric Additive Adjustment.  Unless an alternative formula is approved by the Office of the 
Interconnection, the Symmetric Additive Adjustment shall be calculated using the following 
formula: 
 

Step 1:  Calculate the average usage over the 3 hour period ending 1 hour prior to 
the start of event. 
 
Step 2:  Calculate the average usage over the 3 hour period in the CBL that 
corresponds to the 3 hour period described in Step 1. 
 
Step 3:  Subtract the results of Step 2 from the results of Step 1 to determine the 
symmetric additive adjustment (this may be positive or negative).   
 
Step 4:  Add the symmetric additive adjustment (i.e. the results of Step 3) to each 
hour in the CBL that corresponds to each event hour. 

 
(b) Following a Load Reduction Event that is submitted to the Office of the Interconnection 
for compensation, the Office of the Interconnection shall provide the Notification window(s), if 
applicable, directly metered data and Customer Baseline Load and Symmetric Additive 
Adjustment calculation to the appropriate electric distribution company for optional review.  The 
electric distribution company will have ten Bbusiness Ddays to provide the Office of the 
Interconnection with notification of any issues related to the metered data or calculations. 
 
3.3A.4 Net Benefits Test. 
 
The Office of the Interconnection shall identify each month the price on a supply curve, 
representative of conditions expected for that month, at which the benefit of load reductions 
provided by Economic Load Response Participants exceed the costs of those reductions to other 
loads.  In formulaic terms, the net benefit is deemed to be realized at the price point on the 
supply curve where (Delta LMP x MWh consumed) > (LMPNEW x DR), where LMPNEW is the 
market clearing price after Economic Load Response is dispatched and Delta LMP is the price 
before Economic Load Response is dispatched minus the LMPNEW). 
 
The Office of the Interconnection shall update and post the Net Benefits Test results and analysis 
for a calendar month no later than the 15th day of the preceding calendar month.  As more fully 
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specified in the PJM Manuals, the Office of the Interconnection shall calculate the net benefit 
price level in accordance with the following steps: 
 
Step 1. Retrieve generation offers from the same calendar month (of the prior calendar year) for 
which the calculation is being performed, employing market-based price offers to the extent 
available, and cost-based offers to the extent market-based price offers are not available. To the 
extent that generation offers are unavailable from historical data due to the addition of a Zone to 
the PJM Region the Office of the Interconnection shall use the most recent generation offers that 
best correspond to the characteristics of the calendar month for which the calculation is being 
performed, provided that at least 30 days of such data is available.  If less than 30 days of data is 
available for a resource or group of resources, such resource[s] shall not be considered in the Net 
Benefits Test calculation.  
 
Step 2: Adjust a portion of each prior-year offer representing the typical share of fuel costs in 
energy offers in the PJM Region, as specified in the PJM Manuals, for changes in fuel prices 
based on the ratio of the reference month spot price to the study month forward price.  For such 
purpose, natural gas shall be priced at the Henry Hub price, number 2 fuel oil shall be priced at 
the New York Harbor price, and coal shall be priced as a blend of coal prices representative of 
the types of coal typically utilized in the PJM Region.   
 
Step 3. Combine the offers to create daily supply curves for each day in the period. 
 
Step 4. Average the daily curves for each day in the month to form an average supply curve for 
the study month. 
 
Step 5. Use a non-linear least squares estimation technique to determine an equation that 
reasonably approximates and smooths the average supply curve. 
 
Step 6. Determine the net benefit level as the point at which the price elasticity of supply is equal 
to 1 for the estimated supply curve equation established in Step 5.  
 
 
3.3A.5 Market Settlements in Real-time Energy Market. 
 
(a) Economic Load Response Participants that submit offers for load reductions in the Real-
time Energy Market no later than 2:15 p.m. on the day prior to the operating day that submitted a 
day-ahead offer that cleared or that otherwise are dispatched by the Office of the Interconnection 
in the Real-time Energy Market shall be compensated for reducing demand based on the actual 
kWh relief provided in excess of committed day-ahead load reductions.  The offer shall contain 
the Offer Data specified in section 1.10.1A(k) and shall not thereafter be subject to change; 
provided, however, the Economic Load Response Participant may revise the previously  
specified minimum or maximum load reduction quantity for an operating hour by providing 
notice to the Office of the Interconnection in the form and manner specified in the PJM Manuals 
no later than three hours prior to such operating hour.  Economic Load Response Participants 
may, at their option, combine separately registered loads that have a common pricing point into a 
single portfolio for purposes of offering and dispatching their load reduction capability; provided 
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however that any load reductions will continue to be measured and verified at the individual 
registration level prior to aggregation at the portfolio level for purposes of energy market and 
balancing operating reserves settlements.  An Economic Load Response Participant that curtails 
or causes the curtailment of demand in real-time in response to PJM dispatch, and for which the 
applicable real-time LMP is equal to or greater than the threshold price established under the Net 
Benefits Test, will be compensated by PJMSettlement at the real-time Locational Marginal Price.   
 
(b) In cases where the demand reduction follows dispatch, as defined in section 3.2.3(o-1), as 
instructed by the Office of the Interconnection, and the demand reduction offer price is equal to 
or greater than the threshold price established under the Net Benefits Test, payment will not be 
less than the total value of the demand reduction bid.  For the purposes of this subsection, the 
total value of a demand reduction bid shall include any submitted start-up costs associated with 
reducing demand, including direct labor and equipment costs and opportunity costs and any costs 
associated with a minimum number of contiguous hours for which the demand reduction must be 
committed.  Any shortfall between the applicable Locational Marginal Price and the total value 
of the demand reduction bid will be made up through normal, real-time operating reserves.  In all 
cases under this subsection, the applicable zonal or aggregate (including nodal) Locational 
Marginal Price shall be used as appropriate for the individual end-use customer. 
 
(c) For purposes of load reductions qualifying for 
compensation hereunder, an Economic Load Response Participant shall accumulate credits for 
energy reductions in those hours when the energy delivered to the end-use customer is less than 
the end-use customer’s Customer Baseline Load at the applicable Locational Marginal Price for 
the Real-time Settlement Interval.  In the event the end-use customer’s hourly energy 
consumption is greater than the Customer Baseline Load, the Economic Load Response 
Participant will accumulate debits at the applicable Locational Marginal Price for the Real-time 
Settlement Interval for the amount that the end-use customer’s hourly energy consumption is 
greater than the Customer Baseline Load.  If the actual load reduction, compared to the desired 
load reduction is outside the deviation levels specified in section 3.2.3(o) of this Appendix, the 
Economic Load Response Participant shall be assessed balancing operating reserve charges in 
accordance with that section 3.2.3. 
 
(d) The cost of payments to Economic Load Response Participants under this section 
(excluding any portion of the payments recovered as operating reserves pursuant to subsection 
(b) of this section) for load reductions that are compensated at the applicable full LMP, in any 
Zone for any hour, shall be recovered from Market Participants on a ratio-share basis based on 
their real-time exports from the PJM Region and from Load Serving Entities on ratio-share basis 
based on their real-time loads in each Zone for which the load-weighted average Locational 
Marginal Price for the hour during which such load reduction occurred is greater than or equal to 
the price determined under the Net Benefits Test for that month, with the ratio shares determined 
as follows: 
 
The ratio share for LSE i in zone z shall be RTLiz/(RTL + X) 
and the ratio share for party j shall be Xj/(RTL + X). 
 
Where: 
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 RTL is the total real time load in all zones where LMP ≥ Net Benefits Test price; 
 RTLiz is the real-time load for LSE i in zone z; 
 X is the total export quantity from PJM in that hour; and 
 Xj is the export quantity by party j from PJM. 
 
 
3.3A.6 Market Settlements in the Day-ahead Energy Market. 
 
(a) Economic Load Response Participants dispatched as a result of a qualifying demand 
reduction offer in the Day-ahead Energy Market shall be compensated for reducing demand 
based on the reductions of kWh committed in the Day-ahead Energy Market.  An Economic 
Load Response Participant that submits a demand reduction bid day ahead is accepted by the 
Office of the Interconnection and for which the applicable day ahead LMP is greater than or 
equal to the Net Benefits Test shall be compensated by PJMSettlement at the day-ahead 
Locational Marginal Price.   
 
Economic Load Response Participants may, at their option, combine separately registered loads 
that have a common pricing point into a single portfolio for purposes of offering and dispatching 
their load reduction capability; provided however that any load reductions will continue to be 
measured and verified at the individual registration level prior to aggregation at the portfolio 
level for purposes of energy market and balancing operating reserves settlements. 
 
(b) Total payments to Economic Load Response Participants for accepted day-ahead demand 
reduction bids with an offer price equal to or greater than the threshold price established under 
the Net Benefits Test that follow the dispatch instructions of the Office of the Interconnection 
will not be less than the total value of the demand reduction bid.  For the purposes of this 
subsection, the total value of a demand reduction bid shall include any submitted start-up costs 
associated with reducing load, including direct labor and equipment costs and opportunity costs 
and any costs associated with a minimum number of contiguous hours for which the load 
reduction must be committed.  Any shortfall between the applicable Locational Marginal Price 
and the total value of the demand reduction bid will be made up through normal, day-ahead 
operating reserves.  In all cases under this subsection, the applicable zonal or aggregate 
(including nodal) Locational Marginal Price shall be used as appropriate for the individual end-
use customer. 
 
 (c) Economic Load Response Participants that have demand reductions committed in the 
Day-ahead Energy Market that deviate from the day-ahead schedule in real time shall be charged 
or credited for such variance at the real time LMP plus or minus an amount equal to the 
applicable balancing operating reserve charge in accordance with section 3.2.3 of this Appendix.  
Load Serving Entities that otherwise would have load that was reduced shall receive any 
associated operating reserve credit. 
 
(d) The cost of payments to Economic Load Response Participants for accepted day-ahead 
demand reduction bids that are compensated at the applicable full, day ahead LMP under this 
section (excluding any portion of the payments recovered as operating reserves pursuant to 
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subsection (b) of this section) for load reductions in any Zone for any hour shall be recovered 
from Market Participants on a ratio-share basis based on their real-time exports from the PJM 
Region and from Load Serving Entities on a ratio-share basis based on their real-time loads in 
each Zone for which the load-weighted average real-time Locational Marginal Price for the hour 
during which such load reduction occurred is greater than or equal to the price determined under 
the Net Benefits Test for that month, in accordance with the formula prescribed in section 
3.3A.5(d). 
 
3.3A.7 Prohibited Economic Load Response Participant Market Settlements. 
 
(a) Settlements pursuant to Sections 3.3A.5 and 3.3A.6 shall be limited to demand reductions 
executed in response to the Locational Marginal Price in the Real-time Energy Market and/or the 
Day-ahead Energy Market that satisfy the Net Benefits Test and are dispatched by the Office of the 
Interconnection. 
 
(b) Demand reductions that do not meet the requirements of Section 3.3A.7(a) shall not be 
eligible for settlement pursuant to Sections 3.3A.5 and 3.3A.6.  Examples of settlements prohibited 
pursuant to this Section 3.3A.7(b) include, but are not limited to, the following: 
 

i. Settlements based on variable demand where the timing of the demand 
reduction supporting the settlement did not change in direct response to 
Locational Marginal Prices in the Real-time Energy Market and/or the Day-
ahead Energy Market; 

 
ii. Consecutive daily settlements that are the result of a change in normal 

demand patterns that are submitted to maintain a CBL that no longer reflects 
the relevant end-use customer’s demand; 

 
iii. Settlements based on On-Site Generator data if the On Site Generation is not 

supporting demand reductions executed in response to the Locational 
Marginal Price in the Real-time Energy Market and/or the Day-ahead 
Energy Market; 

 
iv. Settlements based on demand reductions that are the result of operational 

changes between multiple end-use customer sites in the PJM footprint; 
 
v. Settlements that do not include all hours that the Office of the 

Interconnection dispatched the load reduction, or for which the load 
reduction cleared in the Day-ahead Market. 

 
(c) The Office of the Interconnection shall disallow settlements for demand reductions that do 
not meet the requirements of Section 3.3A.7(a).  If the Economic Load Response Participant 
continues to submit settlements for demand reductions that do not meet the requirements of Section 
3.3A.7(a), then the Office of the Interconnection shall suspend the Economic Load Response 
Participant’s PJM Interchange Energy Market activity and refer the matter to the FERC Office of 
Enforcement. 
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3.3A.8 Economic Load Response Participant Review Process. 
 
(a) The Office of the Interconnection shall review the participation of an Economic Load 
Response Participant in the PJM Interchange Energy Market under the following circumstances: 
 

i. An Economic Load Response Participant’s registrations submitted 
pursuant to Section 1.5A.3 are disputed more than 10% of the time by any 
relevant electric distribution company(ies) or Load Serving Entity(ies). 

 
ii. An Economic Load Response Participant’s settlements pursuant to 3.3A.5 

and 3.3A.6 are disputed more than 10% of the time by any relevant 
electric distribution company(ies) or Load Serving Entity(ies). 

 
iii. An Economic Load Response Participant’s settlements pursuant to 

Sections 3.3A.5 and 3.3A.6 are denied by the Office of the 
Interconnection more than 10% of the time. 

 
iv. An Economic Load Response Participant’s registration will be reviewed 

when settlements are frequently submitted or if its actual loads frequently 
deviate from the previously scheduled quantities (as determined for 
purposes of assessing balancing operating reserves charges).  PJM will 
notify the Participant when their registration is under review.  While the 
Participant’s registration is under review by PJM, the Participant may 
continue economic load reductions but all settlements will be denied by 
PJM until the registration review is resolved pursuant to subsection (i) or 
(ii) below.  PJM will require the Participant to provide information within 
30 days to support that the settlements were submitted for load reduction 
activity done in response to price and not submitted based on the End-Use 
Customer’s normal operations. 

 
i) If the Participant is unable to provide adequate supporting 

information to substantiate the load reductions submitted for 
settlement, PJM will terminate the registration and may refer the 
Participant to either the Market Monitoring Unit or the Federal 
Energy Regulatory Commission for further investigation.  

 
ii) If the Participant does provide adequate supporting information, 

the settlements denied by PJM will be resubmitted by the 
Participant for review according to existing PJM market rules.  
Further, PJM may introduce an alternative Customer Baseline 
Load if the existing Customer Baseline Load does not adequately 
reflect what the customer load would have been absent a load 
reduction. 
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v.  The electric distribution company may only deny settlements during the 
normal settlement review process for inaccurate data including, but not 
limited to: meter data, line loss factor, Customer Baseline Load 
calculation, interval meter owner and a known recurring End-Use 
Customer outage or holiday.  

 
(b) The Office of the Interconnection shall have thirty days to conduct a review pursuant to 
this Section 3.3A.8.  The Office of the Interconnection may refer the matter to the PJM MMU 
and/or the FERC Office of Enforcement if the review indicates the relevant Economic Load 
Response Participant and/or relevant electric distribution company or LSE is engaging in activity 
that is inconsistent with the PJM Interchange Energy Market rules governing Economic Load 
Response Participants.
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3.6 Metering Reconciliation. 
 
3.6.1 Meter Correction Billing. 
 
Metering errors and corrections will be reconciled at the end of each month by a meter correction 
charge (positive or negative).  The monthly meter correction charge for tie meter corrections 
shall be the product of the positive or negative deviation in energy amounts, times the Real-time 
Settlement Interval load weighted average real-time Locational Marginal Price for all intervals of 
that month for all load buses in the PJM Region.  The monthly meter correction charge for 
generator meter corrections shall be the product of the positive or negative deviation in energy 
amounts, times the Real-time Settlement Interval generation weighted average Locational 
Marginal Price at that generator’s bus for all intervals of that month. 
 
3.6.2 Meter Corrections Between Market Participants.  
 
If a Market Participant or the Office of the Interconnection discovers a meter error affecting an 
interchange of energy with another Market Participant and makes the error known to such other 
Market Participant prior to the completion by the Office of the Interconnection of the accounting 
for the interchange, and if both Market Participants are willing to adjust hourly load records to 
compensate for the error and such adjustment does not affect other parties, an adjustment in load 
records may be made by the Market Participants in order to correct for the meter error, provided 
corrected information is furnished to the Office of the Interconnection in accordance with the 
Office of the Interconnection’s accounting deadlines.  No such adjustment may be made if the 
accounting for the Operating Day in which the interchange occurred has been completed by the 
Office of the Interconnection.  If this is not practical, the error shall be accounted for by a 
correction at the end of the billing cycle.  The Market Participants experiencing the error shall 
account for the full amount of the discrepancy and an appropriate debit or credit shall be applied 
to the Market Participants.  For Market Participants that are Electric Distributors that request the 
debit and credit to be further allocated to all Network Service Users in their territory (as 
documented in the PJM Manuals), where all Load Serving Entities in the respective Electric 
Distributor territory agree, the appropriate debit or credit shall be applied among Network 
Service Users in proportion to their deliveries to load served in the applicable territory. 
 
3.6.3 500 kV Meter Errors. 
 
Billing shall be adjusted to account for errors in meters on 500 kV Transmission Facilities within 
the PJM Pre-Expansion Zones (excluding Allegheny Power) or between the PJM Pre-Expansion 
Zones (excluding Allegheny Power) and Allegheny Power.  The Market Participant with the tie 
meter or generator meter experiencing the error shall account for the full amount of the 
discrepancy and an appropriate debit or credit shall be applied among Electric Distributors that 
report hourly net energy flows from metered Tie Lines in the Pre-Expansion Zones (excluding 
Allegheny Power) in proportion to the load consumed in their territories.  The error shall be 
accounted for by a correction at the end of the billing cycle.  For Market Participants that are 
Electric Distributors that request the debit and credit to be further allocated to all Network 
Service Users in their territory (as documented in the PJM Manuals), where all Load Serving 
Entities in the respective Electric Distributor territory agree, the appropriate debit or credit shall 
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be applied among Network Service Users in proportion to their deliveries to load served in the 
applicable territory. 
 
3.6.4 Meter Corrections Between Control Areas. 
 
An error between accounted for and metered interchange between a Party in the PJM Region and 
an entity in a Control Area other than the PJM Region shall be corrected by adjusting the hourly 
meter readings.  If this is not practical, the error shall be accounted for by a correction at the end 
of the billing cycle.  The Market Participant with ties to such other Control Area experiencing 
the error shall account for the full amount of the discrepancy.  However, if the meter correction 
applies to a tie on the 500 kV system between the PJM Pre-Expansion Zones (excluding 
Allegheny Power) and other Control Areas, Electric Distributors that report hourly net energy 
flows from metered Tie Lines in the Pre-Expansion Zones (excluding Allegheny Power) shall 
account for the full amount of the discrepancy in proportion to the load consumed in their 
territories.   The appropriate debit or credit shall be applied among Network Service Users in 
proportion to their deliveries to load served in the PJM Region.  The Office of the 
Interconnection will adjust the actual interchange between the other Control Area and the PJM 
Region to maintain a proper record of inadvertent energy flow.   
 
3.6.5 Meter Correction Data. 
 
Meter error data shall be submitted to the Office of the Interconnection not later than the last 
Bbusiness Dday of the month following the end of the monthly billing cycle applicable to the 
meter correction. 
 
3.6.6 Correction Limits. 
 
A Market Participant may not assert a claim for an adjustment in billing as a result of a meter 
error for any error discovered more than two years after the date on which the metering occurred.  
Any claim for an adjustment in billing as a result of a meter error shall be limited to bills for 
transactions occurring in the most recent annual accounting period of the billing Market 
Participant in which the meter error occurred, and the prior annual accounting period. 
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5.2 Transmission Congestion Credit Calculation. 
 
5.2.1 Eligibility.   
 
(a) Except as provided in Section 5.2.1(b), each FTR Holder shall receive as a Transmission 
Congestion Credit a proportional share of the total Transmission Congestion Charges collected 
for each constrained hour. 
 
(b) If an Effective FTR Holder between specified delivery and receipt buses acquired the 
Financial Transmission Right in a Financial Transmission Rights auction (the procedures for 
which are set forth in Part 7 of this Schedule 1) and (i) had an Increment Offer and/or Decrement 
Bid that was accepted by the Office of the Interconnection for an applicable hour in the Day-
ahead Energy Market for delivery or receipt at or near delivery or receipt buses of the Financial 
Transmission Right or had an Up-to Congestion Transaction that was accepted by the Office of 
the Interconnection for an applicable hour in the Day-ahead Energy Market for a path at or near 
the path of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Offer,  Decrement Bid or Up-to Congestion Transaction is that the difference in 
Locational Marginal Prices in the Day-ahead Energy Market between such delivery and receipt 
buses is greater than the difference in Locational Marginal Prices between such delivery and 
receipt buses in the Real-time Energy Market, then the Market Participant shall not receive any 
Transmission Congestion Credit, associated with such Financial Transmission Right in such 
hour, in excess of one divided by the number of hours in the applicable month multiplied by the 
amount that the Market Participant paid for the Financial Transmission Right in the Financial 
Transmission Rights auction. 
 
(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the Financial 
Transmission Right delivery or receipt bus if seventy-five percent or more of the energy injected 
or withdrawn at that bus and which is withdrawn or injected at any other bus is reflected in the 
constrained path between the subject Financial Transmission Right delivery and receipt buses 
that were acquired in the Financial Transmission Rights auction. 
 
(d) The Market Monitoring Unit shall calculate Transmission Congestion Credits pursuant to 
this section and section VI of Attachment M – Appendix. Nothing in this section shall preclude 
the Market Monitoring Unit from action to recover inappropriate benefits from the subject 
activity if the amount forfeited is less than the benefit derived by the Effective FTR Holder. If 
the Office of the Interconnection agrees with such calculation, then it shall impose the forfeiture 
of the Transmission Congestion Credit accordingly. If the Office of the Interconnection does not 
agree with the calculation, then it shall impose a forfeiture of Transmission Congestion Credit 
consistent with its determination.  If the Market Monitoring Unit disagrees with the Office of the 
Interconnection’s determination, it may exercise its powers to inform the Commission staff of its 
concerns and may request an adjustment.  This provision is duplicated in section VI of 
Attachment M – Appendix.  An Effective FTR Holder objecting to the application of this rule 
shall have recourse to the Commission for review of the application of the FTR forfeiture rule to 
its trading activity. 
 
5.2.2 Financial Transmission Rights. 



 

Page 654 

 
(a) Transmission Congestion Credits will be calculated based upon the Financial 
Transmission Rights held at the time of the constrained hour.  Except as provided in subsection 
(e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7.   
 
(b) The hourly economic value of a Financial Transmission Right Obligation is based on the 
Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right. The hourly economic value of a Financial Transmission Right Obligation is positive (a 
benefit to the FTR Holder) when the Day-ahead Congestion Price at the point of delivery is 
higher than the Day-ahead Congestion Price at the point of receipt. The hourly economic value 
of a Financial Transmission Right Obligation is negative (a liability to the FTR Holder) when the 
Day-ahead Congestion Price at the point of receipt is higher than the Day-ahead Congestion 
Price at the point of delivery.   
 
(c) The hourly economic value of a Financial Transmission Right Option is based on the 
Financial Transmission Right MW reservation and the difference between the Day-ahead 
Congestion Price at the point of delivery and the point of receipt of the Financial Transmission 
Right when that difference is positive. The hourly economic value of a Financial Transmission 
Right Option is positive (a benefit to the FTR Holder) when the Day-ahead Congestion Price at 
the point of delivery is higher than the Day-ahead Congestion Price at the point of receipt. The 
hourly economic value of a Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the FTR Holder) when the Day-ahead Congestion Price at the point of receipt is 
higher than the Day-ahead Congestion Price at the point of delivery.  
 
(d) In addition to transactions with PJMSettlement in the Financial Transmission Rights 
auctions administered by the Office of the Interconnection, a Financial Transmission Right, for 
its entire tenure or for a specified period, may be sold or otherwise transferred to a third party by 
bilateral agreement, subject to compliance with such procedures as may be established by the 
Office of the Interconnection for verification of the rights of the purchaser or transferee. 
 

(i) Market Participants may enter into bilateral agreements to transfer to a third party 
a Financial Transmission Right, for its entire tenure or for a specified period.  
Such bilateral transactions shall be reported to the Office of the Interconnection in 
accordance with this Schedule and pursuant to the LLC’s rules related to its FTR 
reportingeFTR tools.   

 
(ii) For purposes of clarity, with respect to all bilateral transactions for the transfer of 

Financial Transmission Rights, the rights and obligations pertaining to the 
Financial Transmission Rights that are the subject of such a bilateral transaction 
shall pass to the buyer under the bilateral contract subject to the provisions of this 
Schedule.  Such bilateral transactions shall not modify the location or reconfigure 
the Financial Transmission Rights.  In no event shall the purchase and sale of a 
Financial Transmission Right pursuant to a bilateral transaction constitute a 
transaction with PJMSettlement or a transaction in any auction under this 
Schedule.   
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(iii) Consent of the Office of the Interconnection shall be required for a seller to 

transfer to a buyer any Financial Transmission Right Obligation.  Such consent 
shall be based upon the Office of the Interconnection’s assessment of the buyer’s 
ability to perform the obligations, including meeting applicable creditworthiness 
requirements, transferred in the bilateral contract.  If consent for a transfer is not 
provided by the Office of the Interconnection, the title to the Financial 
Transmission Rights shall not transfer to the third party and the FTR Holder shall 
continue to receive all Transmission Congestion Credits attributable to the 
Financial Transmission Rights and remain subject to all credit requirements and 
obligations associated with the Financial Transmission Rights.   

 
(iv) A seller under such a bilateral contract shall guarantee and indemnify the Office 

of the Interconnection, PJMSettlement, and the Members for the buyer’s 
obligation to pay any charges associated with the transferred Financial 
Transmission Right and for which payment is not made to PJMSettlement by the 
buyer under such a bilateral transaction.   

 
(v) All payments and related charges associated with such a bilateral contract shall be 

arranged between the parties to such bilateral contract and shall not be billed or 
settled by PJMSettlement or the Office of the Interconnection.  The LLC, 
PJMSettlement, and the Members will not assume financial responsibility for the 
failure of a party to perform obligations owed to the other party under such a 
bilateral contract reported to the Office of the Interconnection under this 
Schedule.   

 
(vi) All claims regarding a default of a buyer to a seller under such a bilateral contract 

shall be resolved solely between the buyer and the seller.   
 
(e) Network Service Users and Firm Transmission Customers that take service that sinks, 
sources in, or is transmitted through new PJM zones, at their election, may receive a direct 
allocation of Financial Transmission Rights instead of an allocation of Auction Revenue Rights.  
Network Service Users and Firm Transmission Customers may make this election for the 
succeeding two annual FTR auctions after the integration of the new zone into the PJM 
Interchange Energy Market.  Such election shall be made prior to the commencement of each 
annual FTR auction.  For purposes of this election, the Allegheny Power Zone shall be 
considered a new zone with respect to the annual Financial Transmission Right auction in 2003 
and 2004.  Network Service Users and Firm Transmission Customers in new PJM zones that 
elect not to receive direct allocations of Financial Transmission Rights shall receive allocations 
of Auction Revenue Rights.  During the annual allocation process, the Financial Transmission 
Right allocation for new PJM zones shall be performed simultaneously with the Auction 
Revenue Rights allocations in existing and new PJM zones.  Prior to the effective date of the 
initial allocation of FTRs in a new PJM Zone, PJM shall file with FERC, under section 205 of 
the Federal Power Act, the FTRs and ARRs allocated in accordance with sections 5 and 7 of this 
Schedule 1. 
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(f) For Network Service Users and Firm Transmission Customers that take service that sinks 
in, sources in, or is transmitted through new PJM zones, that elect to receive direct allocations of 
Financial Transmission Rights, Financial Transmission Rights shall be allocated using the same 
allocation methodology as is specified for the allocation of Auction Revenue Rights in Section 
7.4.2 and in accordance with the following:   
 

(i) Subject to subsection (ii) of this section, all Financial Transmission Rights must 
be simultaneously feasible. If all Financial Transmission Right requests made 
when Financial Transmission Rights are allocated for the new zone are not 
feasible then Financial Transmission Rights are prorated and allocated in 
proportion to the MW level requested and in inverse proportion to the effect on 
the binding constraints. 

 
(ii) If any Financial Transmission Right requests that are equal to or less than a 

Network Service User’s Zonal Base Load for the Zone or fifty percent of its 
transmission responsibility for Non-Zone Network Load, or fifty percent of 
megawatts of firm service between the receipt and delivery points of Firm 
Transmission Customers, are not feasible in the annual allocation and auction 
processes due to system conditions, then PJM shall increase the capability limits 
of the binding constraints that would have rendered the Financial Transmission 
Rights infeasible to the extent necessary in order to allocate such Financial 
Transmission Rights without their being infeasible for all rounds of the annual 
allocation and auction processes, provided that this subsection (ii) shall not apply 
if the infeasibility is caused by extraordinary circumstances.  Additionally, such 
increased limits shall be included in subsequent modeling during the Planning 
Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights 
auctions; unless and to the extent those system conditions that contributed to 
infeasibility in the annual process are not extant for the time period subject to the 
subsequent modeling, such as would be the case, for example, if transmission 
facilities are returned to service during the Planning Year.  In these cases, any 
increase in the capability limits taken under this subsection (ii) during the annual 
process will be removed from subsequent modeling to support any incremental 
allocations of Auction Revenue Rights and monthly and balance of the Planning 
Period Financial Transmission Rights auctions.  In addition, PJM may remove or 
lower the increased capability limits, if feasible, during subsequent FTR Auctions 
if the removal or lowering of the increased capability limits does not impact 
Auction Revenue Rights funding and net auction revenues are positive. 

 
For the purposes of this subsection (ii), extraordinary circumstances shall mean an 
unanticipated event outside the control of PJM that reduces the capability of 
existing or planned transmission facilities and such reduction in capability is the 
cause of the infeasibility of such Financial Transmission Rights.  Extraordinary 
circumstances do not include those system conditions and assumptions modeled 
in simultaneous feasibility analyses conducted pursuant to section 7.5 of Schedule 
1 of this Agreement.  If PJM allocates Financial Transmission Rights as a result 
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of this subsection (ii) that would not otherwise have been feasible, then PJM shall 
notify Members and post on its web site (a) the aggregate megawatt quantities, by 
sources and sinks, of such Financial Transmission Rights and (b) any increases in 
capability limits used to allocate such Financial Transmission Rights. 

 
(iii) In the event that Network Load changes from one Network Service User to 

another after an initial or annual allocation of Financial Transmission Rights in a 
new zone, Financial Transmission Rights will be reassigned on a proportional 
basis from the Network Service User losing the load to the Network Service User 
that is gaining the Network Load. 

 
(g) At least one month prior to the integration of a new zone into the PJM Interchange 
Energy Market, Network Service Users and Firm Transmission Customers that take service that 
sinks in, sources in, or is transmitted through the new zone, shall receive an initial allocation of 
Financial Transmission Rights that will be in effect from the date of the integration of the new 
zone until the next annual allocation of Financial Transmission Rights and Auction Revenue 
Rights.  Such allocation of Financial Transmission Rights shall be made in accordance with 
Section 5.2.2(f) of this Schedule. 
 
(h) Reserved. 
 
5.2.3 Target Allocation of Transmission Congestion Credits. 
 
A Target Allocation of Transmission Congestion Credits for each FTR Holder shall be 
determined for each Financial Transmission Right.  Each Financial Transmission Right shall be 
multiplied by the Day-ahead Congestion Price differences for the receipt and delivery points 
associated with the Financial Transmission Right, calculated as the Day-ahead Congestion Price 
at the delivery point(s) minus the Day-ahead Congestion Price at the receipt point(s).  For the 
purposes of calculating Transmission Congestion Credits, the Day-ahead Congestion Price of a 
Zone is calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the 
Zone multiplied by the percent of annual peak load assigned to each node in the Zone.   
Commencing with the 2015/2016 Planning Period, for the purposes of calculating Transmission 
Congestion Credits, the Day-ahead Congestion Price of a Residual Metered Load aggregate is 
calculated as the sum of the Day-ahead Congestion Price of each bus that comprises the Residual 
Metered Load aggregate multiplied by the percent of the annual peak residual load assigned to 
each bus that comprises the Residual Metered Load aggregate.  When the FTR Target Allocation 
is positive, the FTR Target Allocation is a credit to the FTR Holder.  When the FTR Target 
Allocation is negative, the FTR Target Allocation is a debit to the FTR Holder if the FTR is a 
Financial Transmission Right Obligation. When the FTR Target Allocation is negative, the FTR 
Target Allocation is set to zero if the FTR is a Financial Transmission Right Option. The total 
Target Allocation for Network Service Users and Transmission Customers for each hour shall be 
the sum of the Target Allocations associated with all of the Network Service Users’ or 
Transmission Customers’ Financial Transmission Rights.   
 
5.2.4 [Reserved.]   
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5.2.5 Calculation of Transmission Congestion Credits. 
 
(a) The total of all the positive Target Allocations determined as specified above shall be 
compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy Market.  If the total of the Target 
Allocations is less than or equal to the total of the Transmission Congestion Charges, the 
Transmission Congestion Credit for each entity holding an FTR shall be equal to its Target 
Allocation.  All remaining Transmission Congestion Charges shall be distributed as described 
below in Section 5.2.6 “Distribution of Excess Congestion Charges.” 
 
(b) If the total of the Target Allocations is greater than the total Transmission Congestion 
Charges for the hour resulting from both the Day-ahead Energy Market and the Real-time 
Energy Market, each FTR Holder shall be assigned a share of the total Transmission Congestion 
Charges in proportion to its Target Allocations for Financial Transmission Rights which have a 
positive Target Allocation value.  Financial Transmission Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Transmission 
Congestion Credit. 
 
(c) At the end of a Planning Period if all FTR Holders did not receive Transmission 
Congestion Credits equal to their Target Allocations, the Office of the Interconnection shall 
assess a charge equal to the difference between the Transmission Congestion Credit Target 
Allocations for all revenue deficient FTRs and the actual Transmission Congestion Credits 
allocated to those FTR Holders.  A charge assessed pursuant to this section shall also include any 
aggregate charge assessed pursuant to section 7.4.4(c)  of Schedule 1 of this Agreement and shall 
be allocated to all FTR Holders on a pro-rata basis according to the total Target Allocations for 
all FTRs held at any time during the relevant Planning Period.  The charge shall be calculated 
and allocated in accordance with the following methodology: 
 

1.  The Office of the Interconnection shall calculate the total amount of uplift 
required as {[sum of the total monthly deficiencies in FTR Target Allocations for 
the Planning Period + the sum of the ARR Target Allocation deficiencies 
determined pursuant to section 7.4.4(c) of Schedule 1 of this Agreement] – [sum 
of the total monthly excess ARR revenues and congestion charges for the 
Planning Period]}. 

 
2.  For each Market Participant that held an FTR during the Planning Period, the 

Office of the Interconnection shall calculate the total Target Allocation associated 
with all FTRs held by the Market Participant during the Planning Period, provided 
that, the foregoing notwithstanding, if the total Target Allocation for an individual 
Market Participant calculated pursuant to this section is negative the Office of 
Interconnection shall set the value to zero. 

 
3.  The Office of the Interconnection shall then allocate an uplift charge to each 

Market Participant that held an FTR at any time during the Planning Period in 
accordance with the following formula:  {[total uplift] * [total Target Allocation 
for all FTRs held by the Market Participant at any time during the Planning 
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Period] / [total Target Allocations for all FTRs held by all PJM Market 
Participants at any time during the Planning Period]}. 

 
5.2.6 Distribution of Excess Congestion Charges. 
 
(a) Excess Transmission Congestion Charges accumulated in a month shall be distributed to 
each FTR Holder in proportion to, but not more than, any deficiency in the share of Transmission 
Congestion Charges received by the FTR Holder during that month as compared to its total 
Target Allocations for the month. 
 
(b) After the excess Transmission Congestion Charge distribution described in Section 
5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end of a 
month shall be distributed to each FTR Holder in proportion to, but not more than, any 
deficiency in the share of Transmission Congestion Charges received by the FTR Holder during 
the current Planning Period, including previously distributed excess Transmission Congestion 
Charges, as compared to its total Target Allocation for the Planning Period. 
 
(c) Any excess Transmission Congestion Charges remaining at the end of a Planning Period 
shall be distributed to each holder of Auction Revenue Rights in proportion to, but not more 
than, any Auction Revenue Right deficiencies for that Planning Period. 
 
(d) Any excess Transmission Congestion Charges remaining after a distribution pursuant to 
subsection (c) of this section shall be distributed to all FTR Holders on a pro-rata basis according 
to the total Target Allocations for all FTRs held at any time during the relevant Planning Period.  
Any allocation pursuant to this subsection (d) shall be conducted in accordance with the 
following methodology: 
 

1. For each Market Participant that held an FTR during the Planning Period, the 
Office of the Interconnection shall calculate the total Target Allocation associated 
with all FTRs held by the Market Participant during the Planning Period, provided 
that, the foregoing notwithstanding, if the total Target Allocation for an individual 
Market Participant calculated pursuant to this section is negative the Office of the 
Interconnection shall set the value to zero. 

 
2. The Office of the Interconnection shall then allocate an excess Transmission 

Congestion Charge credit to each Market Participant that held an FTR at any time 
during the Planning Period in accordance with the following formula:  {[total 
excess Transmission Congestion Charges remaining after distributions pursuant to 
subsection (a)-(c) of this section] * [total Target Allocation for all FTRs held by 
the Market Participant at any time during the Planning Period] / [total Target 
Allocations for all FTRs held by all PJM Market Participants at any time during 
the Planning Period]}. 
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5.3 Unscheduled Transmission Service (Loop Flow). 
 
(a) When there are agreements between the LLC and others for compensation to be paid or 
received for unscheduled transmission service (loop flow) into or out of the PJM Region, the net 
compensation received shall be included in the total Transmission Congestion Charges that are 
distributed in accordance with Section 5.2. 
 
(b) With respect to payments by the Office of the Interconnection to the New York 
Independent System OperatorPower Pool for the installation and operation of phase angle 
regulating facilities at Ramapo to control or limit unscheduled transmission service (loop flow), 
each of the following Transmission Owners with revenue requirements under the PJM Tariff 
shall pay a share of the charges on a transmission revenue requirements ratio share basis:  
Allegheny Electric Cooperative, Inc., Atlantic City Electric Company, Baltimore Gas and 
Electric Company, Delmarva Power & Light Company, Jersey Central Power & Light Company, 
Mid-Atlantic Interstate Transmission, LLC (but only with respect to transmission revenue 
requirements associated with the Metropolitan Edison Company Zone), PECO Energy Company, 
Pennsylvania Power & Light Company, Potomac Electric Power Company, Public Service 
Electric and Gas Company, Rockland Electric Company, and UGI Utilities, Inc. 
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6.4 Offer Price Caps. 
 
6.4.1 Applicability. 
 
(a) If, at any time, it is determined by the Office of the Interconnection in accordance with 
Sections 1.10.8 or 6.1 of this Schedule that any generation resource may be dispatched out of 
economic merit order to maintain system reliability as a result of limits on transmission 
capability, the offer prices for energy from such resource shall be capped at the levels specified 
below.  If the Office of the Interconnection is able to do so, such offer prices shall be capped 
only during each hour when the transmission limit affects the schedule of the affected resource, 
and otherwise shall be capped for the entire Operating Day. The energy offer prices as capped 
shall be used to determine any Locational Marginal Price affected by the offer price of such 
resource and as further limited as described in Sections 2.2 and 2.4 of this Schedule. 
 
(b) The energy offer price by any generation resource requested to be dispatched in 
accordance with Section 6.3 of this Schedule shall be capped at the levels specified below.  If the 
Office of the Interconnection is able to do so, such offer prices shall be capped only during each 
hour when the affected resource is so scheduled, and otherwise shall be capped for the entire 
Operating Day.  The energy offer prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 
 
(c) Generation resources subject to an offer price cap shall be paid for energy at the 
applicable Locational Marginal Price. 
 
(d) [Reserved for Future Use] 
 
(e) Offer price caps under section 6.4 of this Schedule shall be suspended for a generation 
resource with respect to transmission limit(s) for any hour in which (1) there are not three or 
fewer generation suppliers available for redispatch under subsection (a) that are jointly pivotal 
with respect to such transmission limit(s), and (2) the generation resource’s owner, when 
combined with the two largest other generation suppliers, is not pivotal (“three pivotal supplier 
test”).   
 
(f) For the purposes of conducting the three pivotal supplier test in subsection (e), the 
following applies: 
 

(i) All megawatts of available incremental supply for which the power 
distribution factor (“dfax”) has an absolute value equal to or greater than 
the dfax used by the Office of the Interconnection’s system operators 
when evaluating the impact of generation with respect to the constraint 
(“effective megawatts”) will be included in the available supply analysis at 
costs equal to the cost-based offers of the available incremental supply 
adjusted for dfax (“effective costs”).  The Office of the Interconnection 
will post on the PJM website the dfax value used by operators with respect 
to a constraint when it varies from three percent. 
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(ii) The three pivotal supplier test will include in the definition of the relevant 
market incremental supply up to and including all such supply available at 
an effective cost equal to 150% of the cost-based clearing price calculated 
using effective costs and effective megawatts and the need for megawatts 
to solve the constraint. 

 
(iii) Offer price caps will apply on a generation supplier basis (i.e. not a 

generating unit by generating unit basis) and only the generation suppliers 
that fail the three pivotal supplier test will have their units that are 
dispatched with respect to the constraint offer capped.  A generation 
supplier for the purposes of this section includes corporate affiliates. 
Supply controlled by a generation supplier or its affiliates by contract with 
unaffiliated third parties or otherwise will be included as supply of that 
generation supplier; supply owned by a generation supplier but controlled 
by an unaffiliated third party by contract or otherwise will be included as 
supply of that third party.   

 
A generation supplier’s units are offer capped if, when combined with the 
two largest other generation suppliers, the generation supplier is pivotal. 

 
(iv) In the Day-ahead Energy Market, the Office of the Interconnection shall 

include price sensitive demand, Increment Offers and Decrement Bids as 
demand or supply, as applicable, in the relevant market. 

 
6.4.2 Level. 
 
(a) The offer price cap shall be one of the amounts specified below, as specified in advance 
by the Market Seller for the affected unit: 
 

(i) The weighted average Locational Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified 
number of hours during which the resource was dispatched for energy in 
economic merit order, the specified number of hours to be determined by 
the Office of the Interconnection and to be a number of hours sufficient to 
result in an offer price cap that reflects reasonably contemporaneous 
competitive market conditions for that unit; 

 
(ii) For offers of $2,000/MWh or less, the incremental operating cost of the 

generation resource as determined in accordance with Schedule 2 of the 
Operating Agreement and the PJM Manuals (“incremental cost”), plus up 
to 10% of such costs, the sum of which shall not exceed $2,000/MWh; 
and, for offers greater than $2,000/MWh, the incremental cost of the 
generation resource;  

 
(iii) For units that are frequently offer capped (“Frequently Mitigated Unit” or 

“FMU”), and for which the unit’s marketprice-based offer was greater 
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than its cost based offer, the following shall apply: 
 

(a) For units that are offer capped for 60% or more of their run hours, 
but less than 70% of their run hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10% or (ii) incremental cost plus $20 per 
megawatt-hour; 
 
(b) For units that are offer capped for 70% or more of their run hours, 
but less than 80% of their run hours, the offer price cap will be the greater 
of either (i) incremental cost plus 10%,  or (ii) incremental cost plus $30 
per megawatt-hour; 
 
(c) For units that are offer capped for 80% or more of their run hours, 
the offer price cap will be the greater of either (i) incremental costs plus 
10%; or (ii) incremental cost plus $40 per megawatt-hour. 

 
(b) For purposes of section 6.4.2(a)(iii), a generating unit shall qualify for the specified offer 
cap upon issuance of written notice from the Market Monitoring Unit, pursuant to Section II.A of 
the Attachment M-Appendix, that it is a “Frequently Mitigated Unit” because it meets all of the 
following criteria: 

 
(i) The unit was offer capped for the applicable percentage of its run hours, 

determined on a rolling 12-month basis, effective with a one month lag. 
 
(ii) The unit’s Projected PJM Market Revenues plus the unit’s PJM capacity market 

revenues on a rolling 12-month basis, divided by the unit’s MW of installed 
capacity (in $/MW-year) are less than its accepted unit specific Avoidable Cost 
Rate (in $/MW-year) (excluding APIR and ARPIR), or its default Avoidable Cost 
Rate (in $/MW-year) if no unit-specific Avoidable Cost Rate is accepted for the 
BRAs for the Delivery Years included in the rolling 12-month period, determined 
pursuant to Sections 6.7 and 6.8 of Attachment DD of the Tariff. (The relevant 
Avoidable Cost Rate is the weighted average of the Avoidable Cost Rates for 
each Delivery Year included in the rolling 12-month period, weighted by month.) 

 
(iii) No portion of the unit is included in a FRR Capacity Plan or receiving 

compensation under Part V of the Tariff. 
 
(iv) The unit is internal to the PJM Region and subject only to PJM dispatch. 

 
(c) Any generating unit, without regard to ownership, located at the same site as a Frequently 
Mitigated Unit qualifying under Sections 6.4.2(a)(iii) shall become an “Associated Unit” upon 
issuance of written notice from the Market Monitoring Unit pursuant to Section II.A of 
Attachment M-Appendix, that it meets all of the following criteria: 
 

1. The unit has the identical electric impact on the transmission system as the 
FMU; 
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2. The unit (i) belongs to the same design class (where a design class 

includes generation that is the same size and utilizes the same technology, 
without regard to manufacturer) and uses the identical primary fuel as the 
FMU or (ii) is regularly dispatched by PJM as a substitute for the FMU 
based on differences in cost that result from the currently applicable FMU 
adder; 

 
3. The unit (i) has an average daily cost-based offer, as measured over the 

preceding 12-month period, that is less than or equal to the FMU’s 
average daily cost-based offer adjusted to include the currently applicable 
FMU adder or (ii) is regularly dispatched by PJM as a substitute for the 
FMU based on differences in cost that result from the currently applicable 
FMU adder. 

 
The offer cap for an associated unit shall be equal to the incremental operating cost of such unit, 
as determined in accordance with Schedule 2 of the Operating Agreement and the PJM Manuals, 
plus the applicable percentage adder or dollar per megawatt-hour adder as specified in Section 
6.4.2(a)(iii)(a), (b), or (c) for the unit with which it is associated. 
 
(d) Market Participants shall have exclusive responsibility for preparing and submitting their 
offers on the basis of accurate information and in compliance with the FERC Market Rules, 
inclusive of the level of any applicable offer cap, and in no event shall PJM be held liable for the 
consequences of or make any retroactive adjustment to any clearing price on the basis of any 
offer submitted on the basis of inaccurate or non-compliant information. 
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6.6 Minimum Generator Operating Parameters – Parameter Limited Schedules. 
 
(a) Market Sellers submitting Offer Data for Generation Capacity Resources shall submit 
and be subject to pre-determined limits on cost-based offers, which are always parameter limited.   
Market Sellers submitting Offer Data for Generation Capacity Resources shall submit and be 
subject to pre-determined limits on market-based offers conforming to parameter limitations 
(“parameter limited schedules”) under the following circumstances: 
 

(i) The Market Seller fails the three pivotal supplier test.  When this 
subsection applies, the parameter limited schedule shall be the less 
limiting, i.e. more flexible, of the defined parameter limited schedules or 
the submitted offer parameters. 

 
(ii) For the 2014/2015 through 2017/2018 Delivery Years, the Office of the 

Interconnection: (i) declares a Maximum Generation Emergency; (ii) 
issues a Maximum Generation Emergency Alert; or (iii) schedules units 
based on the anticipation of a Maximum Generation Emergency or a 
Maximum Generation Emergency Alert for all, or any part, of an 
Operating Day. 

 
(iii) For Capacity Performance Resources, the Office of the Interconnection: (i) 

declares a Maximum Generation Emergency; (ii) issues a Maximum 
Generation Emergency Alert, Hot Weather Alert, Cold Weather Alert; or 
(iii) schedules units based on the anticipation of a Maximum Generation 
Emergency, Maximum Generation Emergency Alert, Hot Weather Alert 
or Cold Weather Alert for all, or any part, of an Operating Day. 

 
(iv) For Base Capacity Resources, the Office of the Interconnection: (i) 

declares a Maximum Generation Emergency during hot weather 
operations; (ii) issues a Maximum Generation Emergency Alert or Hot 
Weather Alert during hot weather operations; or (iii) schedules units based 
on the anticipation of a Hot Weather Alert, or a Maximum Generation 
Emergency or Maximum Generation Emergency Alert during hot weather 
operations, for all, or any part, of an Operating Day. 

 
(b) For the 2014/2015 through 2017/2018 Delivery Years for Generation Capacity Resources 
other than Capacity Performance Resources, and the 2016/2017 through 2019/2020 Delivery 
Years for Generation Capacity Resources identified and committed in an FRR Capacity Plan, 
parameter limited schedules shall be defined for the following parameters: 
 

(i) Turn Down Ratio; 
 
(ii) Minimum Down Time; 
 
(iii) Minimum Run Time; 
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(iv) Maximum Daily Starts; 
 
(v) Maximum Weekly Starts. 

 
For the 2018/2019 and 2019/2020 Delivery Years for Base Capacity Resources during Hot 
Weather Alerts, Emergency Actions during hot weather operations, and when the unit is offer 
capped to maintain system reliability as a result of limits on transmission capability per Section 
6.4 hereof, and for the 2016/2017 Delivery Year and subsequent Delivery Years for Capacity 
Performance Resources during Hot Weather Alerts, Cold Weather Alerts, Emergency Actions, 
and when the unit is offer capped to maintain system reliability as a result of limits on 
transmission capability per Section 6.4 hereof, the Office of the Interconnection shall determine 
the unit-specific achievable operating parameters for each individual unit on the basis of its 
operating design characteristics and other constraints, recognizing that remedial and ongoing 
investment and maintenance may be required to perform on the basis of those characteristics, for 
the following parameters: 
 
  (i) Turn Down Ratio; 
 
  (ii) Minimum Down Time; 
 
  (iii) Minimum Run Time; 
 
  (iv) Maximum Daily Starts; 
 
  (v) Maximum Weekly Starts; 
 
  (vi) Maximum Run Time; 
 
  (vii) Start-up Time; and 
 
  (viii) Notification Time. 
 
These unit-specific values shall apply for the generating unit unless it is operating pursuant to an 
exception from those values under subsection (h) hereof due to operational limitations that 
prevent the unit from meeting the minimum parameters. Throughout the analysis process, the 
Office of the Interconnection shall consult with the Market Monitoring Unit, and consider any 
input received from the Market Monitoring Unit, in its determination of a unit’s unit-specific 
parameter limited schedule values. 
 
In order to make its determination of the unit-specific parameter limited schedule values for a 
unit, the Office of the Interconnection may request that the Capacity Market Seller provide to it 
and the Market Monitoring Unit certain data and documentation as further detailed in the PJM 
Manuals. Once the Office of the Interconnection has made a determination of the unit-specific 
parameter limited schedule values for a unit, those values will remain applicable to the unit until 
such time as the Office of the Interconnection determines that a change is needed based on 
changed operational capabilities of the unit.  
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A Capacity Market Seller that does not believe its generating unit can meet the unit-specific 
values determined by the Office of the Interconnection due to actual operating constraints, and 
who desires to establish adjusted unit-specific parameters for those units may request adjusted 
unit-specific parameter limitations. Any such request must be submitted to the Office of the 
Interconnection by no later than the February 28 immediately preceding the first Delivery Year 
for which the adjusted unit-specific parameters are requested to commence.  Capacity Market 
Sellers shall supply, for each generating unit, technical information about the operational limits 
to support the requested parameters, as further detailed in the PJM Manuals.  The Office of the 
Interconnection shall consult with the Market Monitoring Unit, and consider any input received 
from the Market Monitoring Unit, in its determination of a unit’s request for adjusted unit-
specific parameter limited schedule values.  After it has completed its evaluation of the request, 
the Office of the Interconnection shall notify the Capacity Market Seller in writing, with a copy 
to the Market Monitoring Unit, whether the request is approved or denied, by no later than April 
15. The effective date of the request, if approved by the Office of the Interconnection, shall be no 
earlier than June 1.   
 
The operational limitations referenced in this section 6.6 shall be (a) physical operational 
limitations based on the operating design characteristics of the unit, or (b) other actual physical 
constraints, including those based on contractual limits, that are not based on the characteristics 
of the unit.   In order for a contractual or other actual constraint to be deemed a physical 
constraint that can be reflected in its unit-specific parameter limits for a Generation Capacity 
Resource, the Capacity Market Seller must demonstrate that contractual or other actual 
constraint is not simply an economic decision but a physical restriction that could not be 
rectified among any commercial alternatives actually available to it. 
 
 
(c) For the 2014/2015 through 2017/2018 Delivery Years, the following table specifies 
default parameter limited schedule values, by technology type, for generating units, no portion of 
which is committed as a Capacity Performance Resource: 
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Parameter Limited Schedule Matrix 

Parameter Minimum 
Down Time 
(Hrs) 

Minimum 
Run Time 
(Hrs) 

Maximum 
Daily Starts 

Maximum 
Weekly Starts 

Turn Down 
Ratio = 
Economic 
Maximum 
MW / 
Economic 
Minimum MW 

Small Frame CT and 
Aero CT Units - Up 
to 29 MW ICAP  

2.0 or Less  2.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium Frame CT 
and Aero CT Units - 
30 MW to 65 MW 
ICAP  

2.0 or Less  3.0 or Less  2 or More  14 or More  1.0 or More  

      
Medium-Large Frame 
CT Units - 65 MW to 
135 MW ICAP  

3.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Large Frame CT 
Units - 135 MW to 
180 MW ICAP  

4.0 or Less  5.0 or Less  2 or More  14 or More  1.0 or More  

      
Combined Cycle 
Units  

4.0 or Less  6.0 or Less  2 or More  11 or More  1.5 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Pre-1985  

7.0 or Less  8.0 or Less  1 or More  7 or More  3.0 or More  

      
Petroleum and 
Natural Gas Steam 
Units - Post-1985  

3.5 or Less  5.5 or Less  2 or More  11 or More  2.0 or More  

      
Sub-Critical Coal 
Units  

9.0 or Less  15.0 or Less  1 or More  5 or More  2.0 or More  

      
Super-Critical Coal 
Units  

84.0  24.0 or Less  1 or More  2 or More  1.5 or More  

 
(d) For the 2014/2015 through 2017/2018 Delivery Years, upon receipt of proposed revised 
parameter limited schedule values from the Market Monitoring Unit, prepared in accordance 
with the procedures for periodic review included in section II.B.1 of Attachment M - Appendix, 
the Office of the Interconnection shall file to revise the Parameter Limited Schedule Matrix in 
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section 6.6(c) above accordingly. In the event that the Office of the Interconnection disagrees 
with the values proposed for revising the matrix, the Office of the Interconnection shall file the 
values that it determines are appropriate. 
 
(e) For the 2014/2015 through 2017/2018 Delivery Years, the Market Monitoring Unit shall 
calculate and provide to Market Sellers default values in accordance with section II.B of 
Attachment M - Appendix. The default values set forth in the table in subsection (c) above shall 
apply for the referenced technology types unless a generating unit is operating pursuant to an 
exception from the default values under subsection (h) due to physical operational limitations 
that prevent the unit from meeting the minimum parameters, or any megawatts of the unit are 
committed as a Capacity Performance Resource in which case the unit-specific or adjusted unit-
specific values for the generating unit determined by the Office of the Interconnection shall 
apply to all megawatts of the generating unit offered into the PJM energy markets.  For 
generating units having the ability to operate on multiple fuels, Market Sellers may submit a 
parameter limited schedule associated with each fuel type.  
 
(f) For the 2016/2017 Delivery Year and subsequent Delivery Years, the following 
additional parameter limits shall apply for Capacity Performance Resources, other than Capacity 
Storage Resources, submitted in the Day-ahead Energy Market or rebidding period that occurs 
after the clearing of the Day-ahead Energy Market for the following Operating Day, and for the 
Real-time Energy Market for the same Operating Day, unless the Capacity Market Seller has 
requested for its Capacity Performance Resource, and the Office of the Interconnection has 
granted, an adjusted unit-specific start-up and/or notification time due to actual operating 
constraints pursuant to the process described in subsection (b) above: 
 

(i) The combined start-up and notification times shall not exceed 24 hours, 
except when a Hot Weather Alert or Cold Weather Alert has been issued; 

 
(ii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

combined start-up and notification times shall not exceed 14 hours;  
 
(iii) When a Hot Weather Alert or Cold Weather Alert has been issued, 

notification time shall not exceed one hour; and, 
 
(iv) When a Hot Weather Alert or Cold Weather Alert has been issued, 

parameters shall be based on the actual operational limitations of the 
Capacity Performance Resource for both its market-based schedules and 
cost-based schedules. 

 
Capacity Storage Resources that clear in a Reliability Pricing Model Auction shall, unless the 
Capacity Market Seller has requested for its Capacity Storage Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and notification time, and/or 
minimum down time, due to actual operating constraints pursuant to the process described in 
subsection (b) above: 
 

(i) Have combined start-up and notification times that shall not exceed one 
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hour; and, 
 
(ii) Have a minimum down time that shall not exceed one hour. 

 
(g) For the 2018/2019 and 2019/2020 Delivery Years, the following additional parameter 
limits for Base Capacity Resources submitted in the Day-ahead Energy Market or rebidding 
period that occurs after the clearing of the Day-ahead Energy Market for the following Operating 
Day, and for the Real-time Energy Market for the same Operating Day, unless the Capacity 
Market Seller has requested for its Base Capacity Resource, and the Office of the 
Interconnection has granted, an adjusted unit-specific start-up and/or notification time due to 
actual operating constraints pursuant to the process described in subsection (b) above: 
 

(i) Combined start-up and notification times shall not exceed 48 hours;  
 
(ii) When a Hot Weather Alert has been issued, notification time shall not 

exceed one hour; and, 
 
(iii) When a Hot Weather Alert has been issued, parameters shall be based on 

the actual operational limitations of the Base Capacity Resource for both 
its market-based schedules and cost-based schedules. 

 
(h) If a generating unit is or will become unable to achieve the default or unit-specific values 
determined by the Office of the Interconnection due to actual operating constraints affecting the 
unit, the Capacity Market Seller of that unit may submit a written request for an exception to the 
application of those values.  Exceptions to the parameter limited schedule default or unit-specific 
values shall be categorized as either a one-time temporary exception, lasting 30 days or less; a 
period exception, lasting at least 31 days and no more than one year; or a persistent exception, 
lasting for at least one year.   
 

(i) Temporary Exceptions.  A temporary exception shall be deemed accepted 
without prior review by the Market Monitoring Unit or the Office of the 
Interconnection upon submission by the Market Seller of the generating unit of 
written notification to the Market Monitoring Unit and the Office of the 
Interconnection, at least one Bbusiness Dday prior to the commencement of the 
exception, and shall automatically commence and terminate on the dates specified 
in such notification, which must be for a period of time lasting 30 days or less, 
unless the termination date is extended pending a request for a period exception or 
shortened due to a change in the physical conditions of the unit such that the 
temporary exception is no longer required. Such Market Seller shall provide to the 
Market Monitoring Unit and the Office of the Interconnection within three days 
following the commencement of the temporary exception its documentation 
explaining in detail the reasons for the temporary exception, and shall also 
respond to additional requests for information from the Market Monitoring Unit 
and the Office of the Interconnection within three Bbusiness Ddays after such 
request.  Failure to provide a timely response to such request for additional 
information shall cause the temporary exception to terminate the following day. 
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The Market Seller shall notify the Office of the Interconnection and the Market 
Monitoring Unit in writing of an early termination of a temporary exception due 
to changed physical conditions by no later than one Bbusiness Dday prior to the 
early termination date.  A temporary exception may only be requested one-time 
for the same physical or actual constraint since an operational constraint that may 
occur more than once should be the subject of a period exception request rather 
than multiple temporary exception requests. 

 
In addition, if a Market Seller is unaware of the need for a period exception prior 
to the February 28 deadline for submitting such requests, the Market Seller may 
utilize the temporary exception process and seek to modify that exception 
pursuant to the process described below. 
 
Modification of Temporary Exceptions. If, prior to the scheduled termination date 
the Market Seller determines that the temporary exception must persist for more 
than 30 days and the Market Seller wants to extend the period for which the 
exception applies, or if a Market Seller is unaware of the need for a period or 
persistent exception prior to the February 28 deadline for submitting such requests 
and the Market Seller has submitted a temporary exception request, it must submit 
to the Market Monitoring Unit and the Office of the Interconnection a written 
request to modify the temporary exception to become a period exception or a 
persistent exception, and provide detailed documentation explaining the reasons 
for the requested modification of the temporary exception.  Market Sellers shall 
supply for each generating unit the required historical unit operating data in 
support of the period or persistent exception request, and if the exception 
requested is based on new physical operating limits for the unit for which some or 
all historical operating data is unavailable, the Market Seller may also submit 
technical information about the physical operational limits of the unit to support 
the requested parameters.  Such Market Seller shall respond to additional requests 
for information from the Market Monitoring Unit and the Office of the 
Interconnection within three Bbusiness Ddays after such request.  Such request 
shall be reviewed by the Market Monitoring Unit and must be evaluated by the 
Office of the Interconnection using the same standard utilized to evaluate period 
exception and persistent exception requests.  Per Section II.B of Attachment M-
Appendix, the Market Monitoring Unit shall evaluate the modification request 
and provide its determination of whether the request raises market power 
concerns, and, if so, any modifications that would alleviate those concerns, to the 
Market Seller, with a copy to Office of the Interconnection, by no later than 15 
Bbusiness Ddays from the date of the modification request.  The Office of the 
Interconnection shall provide its determination whether the request complies with 
the Tariff and Manuals by no later than 20 Bbusiness Ddays from the date of the 
modification request. A temporary exception shall be extended and shall not 
terminate until the date on which the Office of the Interconnection issues its 
determination of the modification request.  

 
(ii) Period Exceptions and Persistent Exceptions. Market Sellers must submit 
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period exception and persistent exception requests to the Market Monitoring Unit 
and the Office of the Interconnection by no later than the February 28 
immediately preceding the twelve month period from June 1 to May 31 during 
which the exception is requested to commence.  Market Sellers shall supply for 
each generating unit the required historical unit operating data in support of the 
period exception or persistent exception request, and if the exception requested is 
based on new physical operational limits for the unit for which some or all 
historical operating data is unavailable, the generating unit may also submit 
technical information about the physical operational limits for exceptions of the 
unit to support the requested parameters.  The Market Monitoring Unit shall 
evaluate such request in accordance with the process set forth in Section II.B of 
Attachment M - Appendix.  A Market Seller (i) must submit a parameter limited 
schedule value consistent with an agreement with the Market Monitoring Unit 
under such process or (ii) if it has not agreed with the Market Monitoring Unit on  
the parameter limited schedule value, may submit its own value to the Office of 
the Interconnection and to the Market Monitoring Unit, by no later than April 8.  
Each exception request must indicate the expected duration of the requested 
exception including the termination date thereof.  The proposed parameter limited 
schedule value submitted by the Market Seller is subject to approval of the Office 
of the Interconnection pursuant to the requirements of the Tariff and the PJM 
Manuals.  The Office of the Interconnection may engage the services of a 
consultant with technical expertise to evaluate the exception request.  After it has 
completed its evaluation of the exception request, the Office of the 
Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, whether the exception request is approved or denied, by 
no later than April 15. The effective date of the exception, if approved by the 
Office of the Interconnection, shall be no earlier than June 1 of the applicable 
Delivery Year.  The Office of the Interconnection’s determination for an 
exception shall continue for the period requested and, if requested, for such longer 
period as the Office of the Interconnection may determine is supported by the 
data.   

 
The Market Seller shall provide written notification to the Market Monitoring 
Unit and the Office of the Interconnection of a material change to the facts relied 
upon by the Market Monitoring Unit and/or the Office of the Interconnection in 
their evaluations of the Market Seller’s request for a period or persistent 
exception.  The Market Monitoring Unit shall provide written notification to the 
Office of the Interconnection and the Market Seller of any change to its 
determination regarding the exception request, based on the material change in 
facts, by no later than 15 Bbusiness Ddays after receipt of such notice. The Office 
of the Interconnection shall notify the Market Seller in writing, with a copy to the 
Market Monitoring Unit, of any change to its determination regarding the 
exception request, based on the material change in facts, by no later than 20 
Bbusiness Ddays after receipt of the Market Seller’s notice. If the Office of the 
Interconnection determines that the exception no longer complies with the Tariff 
or Manuals, the following parameter values shall apply to all megawatts of the 
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generating unit offered into the PJM energy markets: 
 

(1) for generating units for which no megawatts of the unit are commited as 
Capacity Performance Resources the default values specified in the Parameter Limited 
Schedule Matrix shall apply for the 2016/2017 through 2017/2018 Delivery years,  

 
(2) for generating units for which any megawatts of the unit are committed as 

a Base Capacity Resource and no megawatts are committed as a Capacity Performance 
Resource, and for which no adjusted unit-specific values have been approved by PJM, the 
Base Capacity Resource unit-specific values determined by PJM shall apply for the 
2018/2019 and 2019/2020 Delivery Years, 
 

(3) for generating units for which any megawatts of the unit are committed as 
a Capacity Performance Resource, but for which no adjusted unit-specific values have 
been approved by PJM, the Capacity Performance Resource unit-specific values 
determined by PJM shall apply for the 2016/2017 Delivery Year and subsequent Delivery 
Years,  
 

(4) for generating units for which any megawatts of the unit are committed as 
a Base Capacity Resource and no megawatts are committed as a Capacity Performance 
Resource, and for which adjusted unit-specific values have been approved by PJM, the 
Base Capacity Resource adjusted unit-specific values shall apply for the 2018/2019 and 
2019/2020 Delivery Years, and  
 

(5) for generating units for which any megawatts of the unit are committed as 
a Capacity Performance Resource and for which adjusted unit-specific values have been 
approved by PJM, the Capacity Performance Resource adjusted unit-specific values shall 
apply for the 2016/2017 Delivery Year and subsequent Delivery Years. 

 
(i) Notwithstanding the foregoing, the provisions of this Section 6.6 shall only pertain to the 
Offer Data a Market Seller must submit to the Office of the Interconnection for its offers into the 
Day-ahead Energy Market, rebidding period that occurs after the clearing of the Day-ahead 
Energy Market and Real-time Energy Market, and do not affect or change in any way a 
Generation Owner’s obligation under NERC Reliability Standards to notify the Office of the 
Interconnection of its actual or expected actual physical operating conditions during the 
Operating Day.  
 
(j) Notwithstanding anything contrary herein, the unit-specific parameters, adjusted unit-
specific parameters or exception to parameter limited schedule values determined by the Office 
of the Interconnection for a generating unit shall be applicable to that generating unit regardless 
whether there is a change in the owner, operator or Market Seller of the unit because the 
parameter limited schedule values for the unit are determined based on the physical limitations of 
the unit, which should not change merely based on a change in owners, operator or Market 
Seller. Because parameter limited schedule values attach to the generating unit and are not 
owned by a Market Seller of the unit, when there are multiple owners or Market Sellers for a 
generating unit, all owners and Market Sellers shall be bound by the unit-specific parameters, 
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adjusted unit-specific parameters or exception to parameter limited schedule values determined 
by the Office of the Interconnection for the unit. 
 
(k) The provisions of this section 6.6 only apply to Generation Capacity Resources, 
and not to Energy Resources.
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7.1 Auctions of Financial Transmission Rights. 
 
Annual, periodic and long-term auctions to allow Market Participants to acquire or sell Financial 
Transmission Rights shall be conducted by the Office of the Interconnection in accordance with 
the provisions of this Section.  PJMSettlement shall be the Counterparty to the purchases and 
sales of Financial Transmission Rights arising from such auctions; provided however, that 
PJMSettlement shall not be a contracting party to any subsequent bilateral transfer of Financial 
Transmission Rights between Market Participants.  The conversion of an Auction Revenue Right 
to a Financial Transmission Right pursuant to this section 7 shall not constitute a purchase or sale 
transaction to which PJMSettlement is a contracting party. 
 
7.1.1 Auction Period and Scope of Auctions. 
 
(a) The periods covered by auctions shall be:  (1) the one-year period beginning the month 
after the final round of an annual auction; (2) any single calendar month period remaining in the 
Planning Period that is within the three, or less, month period immediately following the month 
that the monthly auction is conducted; (3) any Planning Period Quarter remaining in the Planning 
Period following the month that the monthly auction is conducted; and (4) the Planning Period 
Balance. In addition to the period defined in (2) of this subsection, only one of the periods 
defined in (3) or (4) of this subsection will be included in the monthly auction clearing until the 
Office of the Interconnection determines that both of the periods defined in (3) and (4) can be 
solved simultaneously in the same monthly auction process within the timeframe specified in 
Section 7.3.7. With the exception of FTRs allocated pursuant to Section 5.2.2 (e) of this 
Schedule and the Financial Transmission Rights awarded as a result of the exercise of the 
conversion option pursuant to Section 7.1.1(b) of this Schedule, in the annual auction, the Office 
of the Interconnection, on behalf of PJMSettlement, shall offer for sale the entire Financial 
Transmission Rights capability for the year in four rounds with 25 percent of the capability 
offered in each round.  In the monthly auction, the Office of the Interconnection, on behalf of 
PJMSettlement, shall offer for sale in the auction any remaining Financial Transmission Rights 
capability for the months remaining in the Planning Period after taking into account all of the 
Financial Transmission Rights already outstanding at the time of the auction.  In addition, any 
holder of a Financial Transmission Right for the period covered by an auction may offer such 
Financial Transmission Right for sale in such auction.  On-Peak, off-peak and 24-hour FTRs will 
be offered in the annual and monthly auctions.  FTRs will be offered as Financial Transmission 
Right Obligations and Financial Transmission Right Options, provided that such Financial 
Transmission Right Obligations and Financial Transmission Right Options shall be awarded 
based only on the residual system capability that remains after the allocation of Financial 
Transmission Rights pursuant to Section 5.2.2(e) and the award of Financial Transmission Rights 
pursuant to Section 7.1.1(b) of this Schedule.  Market Participants may bid for and acquire any 
number of Financial Transmission Rights, provided that all Financial Transmission Rights 
awarded are simultaneously feasible with each other and with all Financial Transmission Rights 
outstanding at the time of the auction and not sold into the auction.  An ARR holder may self-
schedule an FTR on the same path in the Annual FTR auction according to the rules described in 
the PJM Manuals. 
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(b) An Auction Revenue Rights holder may convert Auction Revenue Rights to Financial 
Transmission Rights, and such conversion shall not be considered a purchase or sale of Financial 
Transmission Rights in the auction. Such Financial Transmission Rights must (i) have the same 
source and sink points as the Auction Revenue Rights; (ii) be a 24-hour product; and (iii) be 
Financial Transmission Right Obligations.  The Auction Revenue Rights holder must inform the 
Office of the Interconnection in accordance with the procedures established by the Office of the 
Interconnection that it intends to exercise the conversion option prior to close of round one of the 
annual Financial Transmission Rights auction.  Once the conversion option is exercised, it will 
remain in effect for the entire Financial Transmission Rights auction.  The Office of the 
Interconnection will designate twenty-five percent of the megawatt amount of the Auction 
Revenue Rights to be converted as price-taker bids in each of the four rounds of the Financial 
Transmission Rights auction.  An Auction Revenue Rights holder that converts its Auction 
Revenue Rights may not designate a price bid for its converted Financial Transmission Rights 
and will receive a price equal to the clearing price set by other bids in the annual Financial 
Transmission Right auction.  To the extent a market participant seeks to obtain FTRs in the 
annual auction through such conversion, the FTRs sought will not be included in the calculation 
of such market participant’s credit requirement for such annual FTR auction. 
 
7.1.2 Frequency and Time of Auctions. 
 
Subject to Section 7.1.1 of this Schedule, annual Financial Transmission Rights auctions shall 
offer the entire FTR capability of the PJM system in four rounds with 25 percent of the 
capability offered in each round.  All four rounds of the annual Financial Transmission Rights 
auction shall occur within the two-month period (April – May) preceding the start of the PJM 
Planning Period.  Each round shall occur over five bBusiness dDays and shall be conducted 
sequentially. Each round shall begin with the bid and offer period.  The bid and offer period for 
annual Financial Transmission Rights auctions shall be open for three consecutive bBusiness 
dDays, opening the first day at 12:00 midnight (Eastern Prevailing Time) and closing the third 
day at 5:00 p.m. (Eastern Prevailing Time).  Monthly Financial Transmission Rights auctions 
shall be held each month.  The bid and offer period for monthly Financial Transmission Rights 
auctions shall be open for three consecutive bBusiness dDays in the month preceding the first 
month for which Financial Transmission Rights are being auctioned, opening the first day at 
12:00 midnight (Eastern Prevailing Time) and closing the third day at 5:00 p.m. (Eastern 
Prevailing Time). 
 
7.1.3  Duration of Financial Transmission Rights. 
 
Each Financial Transmission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transmission Congestion Charges for the period that was specified 
in the corresponding auction. 
 
Each Financial Transmission Right acquired in a Financial Transmission Rights auction shall 
entitle the holder to credits of Transmission Congestion Charges for the period that was specified 
in the corresponding auction.   
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7.1A Long-Term Financial Transmission Rights Auctions. 
 
7.1A.1 Auctions. 
 
(i) Subsequent to each annual Financial Transmission Rights auction conducted pursuant to 
Section 7.1 of Schedule 1 of this Agreement, the Office of the Interconnection shall conduct a 
long-term Financial Transmission Rights auction for the three consecutive Planning Periods 
immediately subsequent to the Planning Period during which the long-term Financial 
Transmission Rights auction is conducted.  PJMSettlement shall be the Counterparty to the 
purchases and sales of Financial Transmission Rights arising from such long-term FTR auctions, 
provided however, that PJMSettlement shall not be a contracting party to any subsequent 
bilateral transfers of Financial Transmission Rights between Market Participants.  The 
conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party.   
 
(ii) The capacity offered for sale in long-term Financial Transmission Rights auctions shall 
be the residual system capability after the Annual Auction Revenue Rights allocations and the 
annual Financial Transmission Rights auction.  In determining the residual capability the Office 
of the Interconnection shall assume that all Auction Revenue Rights allocated in the immediately 
prior annual Auction Revenue Rights allocation process are self-scheduled into Financial 
Transmission Rights, which shall be modeled as fixed injections and withdrawals in the long-
term Financial Transmission Rights auction. 
 
7.1A.2 Frequency and Timing. 
 
The long-term Financial Transmission Rights auction process shall consist of three rounds.  The 
first round shall be conducted by the Office of the Interconnection approximately 11 months 
prior to the start of the three Planning Period term covered by the relevant long-term Financial 
Transmission Rights auction.  The second round shall be conducted approximately 3 months 
after the first round, and the third round shall be conducted approximately 3 months after the 
second round.  In each round 1/3 of total capacity available in the long-term Financial 
Transmission Rights auction shall be offered for sale.  Eligible entities may submit bids to 
purchase and offers to sell Financial Transmission Rights at the start of the bidding period in 
each round. The bidding period shall be three bBusiness dDays ending at 5:00 p.m. on the last 
day.  PJM performs the Financial Transmission Rights auction clearing analysis for each round 
and posts the auction results on the market user interface within five bBusiness dDays after the 
close of the bidding period for each round unless circumstances beyond PJM’s control prevent 
PJM from meeting the applicable deadline.  Under such circumstances, PJM will post the auction 
results at the earliest possible opportunity.  If the Office of the Interconnection discovers an error 
in the results posted for a long-term Financial Transmission Rights auction, the Office of the 
Interconnection shall notify Market Participants of the error as soon as possible after it is found, 
but in no event later than 5:00 p.m. of the bBusiness dDay immediately following the initial 
publication of the results for that auction.  After this initial notification, if the Office of the 
Interconnection determines it is necessary to post modified auction results, it shall provide 
notification of its intent to do so, together with all available supporting documentation, by no 
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later than 5:00 p.m. of the second bBusiness dDay following the initial publication of prices for 
that auction. Thereafter, the Office of the Interconnection must post the corrected prices by no 
later than 5:00 p.m. of the fourth calendar day following the initial publication of prices in the 
auction. Should any of the above deadlines pass without the associated action on the part of the 
Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC. 
 
7.1A.3 Products. 
 
(i) The periods covered by long-term Financial Transmission Rights auctions shall be:  (1) 
any single Planning Period within the three Planning Period term covered by the relevant 
auction; and (2) the three Planning Period term covered by the relevant auction.   
 
(ii) On-Peak, off-peak and 24-hour Financial Transmission Rights oObligations, as defined in 
Section 7.3.4 of Schedule 1 of this Agreement, shall be offered in long-term Financial 
Transmission Rights auctions; Financial Transmission Rights options shall not be offered.   
 
7.1A.4 Participation Eligibility. 
 
(i) To participate in long-term Financial Transmission Rights auctions an entity shall be a 
PJM Member or a PJM Transmission Customer.  Eligible entities may submit bids or offers in 
long-term Financial Transmission Rights auctions, provided they own Financial Transmission 
Rights offered for sale.  
 
7.1A.5 Specified Receipt and Delivery Points. 
 
The Office of the Interconnection will post a list of available receipt and delivery points for each 
long-term Financial Transmission Rights Auction.   Eligible receipt and delivery points in long-
term Financial Transmission Rights Auctions shall be limited to the posted available hubs, 
Zones, aggregates, generators, and Interface Pricing Points. 
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7.3 Auction Procedures. 
 
7.3.1 Role of the Office of the Interconnection. 
 
Financial Transmission Rights auctions shall be conducted by the Office of the Interconnection 
in accordance with standards and procedures set forth in the PJM Manuals, such standards and 
procedures to be consistent with the requirements of this Schedule.  PJMSettlement shall be the 
Counterparty to the purchases and sales of Financial Transmission Rights arising from such 
auctions, provided however, that PJMSettlement shall not be a contracting party to any 
subsequent bilateral transfers of Financial Transmission Rights between Market Participants.  
The conversion of an Auction Revenue Right to a Financial Transmission Right pursuant to this 
section 7 shall not constitute a purchase or sale transaction to which PJMSettlement is a 
contracting party.  Financial Transmission Rights auctions conducted to liquidate a defaulting 
Members’ Financial Transmission Rights portfolio shall be conducted by the Office of the 
Interconnection in accordance with the procedures set forth in the Section 7.3.9 herein and with 
the standards and procedures set forth in the PJM Manuals. 
 
7.3.2 Notice of Offer. 
 
A holder of a Financial Transmission Right wishing to offer the Financial Transmission Right for 
sale shall notify the Office of the Interconnection of any Financial Transmission Rights to be 
offered.  Each Financial Transmission Right sold in an auction shall, at the end of the period for 
which the Financial Transmission Rights were auctioned, revert to the offering holder or the 
entity to which the offering holder has transferred such Financial Transmission Right, subject to 
the term of the Financial Transmission Right itself and to the right of such holder or transferee to 
offer the Financial Transmission Right in the next or any subsequent auction during the term of 
the Financial Transmission Right. 
 
7.3.3 Pending Applications for Firm Service. 
 
(a) [Reserved.] 
 
(b) Financial Transmission Rights may be assigned to entities requesting Network 
Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 5.2.2 (e), 
only if such Financial Transmission Rights are simultaneously feasible with all outstanding 
Financial Transmission Rights, including Financial Transmission Rights effective for the then-
current auction period.  If an assignment of Financial Transmission Rights pursuant to a pending 
application for Network Transmission Service or Firm Point-to-Point Transmission Service 
cannot be completed prior to an auction, Financial Transmission Rights attributable to such 
transmission service shall not be assigned for the then-current auction period.  If a Financial 
Transmission Right cannot be assigned for this reason, the applicant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
of the next auction period. 
 
7.3.4 On-Peak, Off-Peak and 24-Hour Periods. 
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On-peak, off-peak and 24-hour FTRs will be offered in the annual and monthly auction. On-Peak 
Financial Transmission Rights shall cover the periods from 7:00 a.m. up to the hour ending at 
11:00 p.m. on Mondays through Fridays, except holidays as defined in the PJM Manuals.  Off-
Peak Financial Transmission Rights shall cover the periods from 11:00 p.m. up to the hour 
ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, Sundays, and holidays 
as defined in the PJM Manuals.  The 24-hour period shall cover the period from hour ending 
1:00 a.m. to the hour ending 12:00 midnight on all days.  Each bid shall specify whether it is for 
an on-peak, off-peak, or 24-hour period. 
 
7.3.5 Offers and Bids. 
 
(a) Offers to sell and bids to purchase Financial Transmission Rights shall be submitted 
during the period set forth in Section 7.1.2, and shall be in the form specified by the Office of the 
Interconnection in accordance with the requirements set forth below. 
 
(b) Offers to sell shall identify the specific Financial Transmission Right, by term, megawatt 
quantity and receipt and delivery points, offered for sale.  An offer to sell a specified megawatt 
quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of Financial 
Transmission Rights equal to or less than the specified quantity.  An offer to sell may  not 
specify a minimum quantity being offered.  Each offer may specify a reservation price, below 
which the offeror does not wish to sell the Financial Transmission Right.  Offers submitted by 
entities holding rights to Financial Transmission Rights shall be subject to such reasonable 
standards for the verification of the rights of the offeror as may be established by the Office of 
the Interconnection.  Offers shall be subject to such reasonable standards for the creditworthiness 
of the offer or for the posting of security for performance as the Office of the Interconnection 
shall establish. 
 
(c) Bids to purchase shall specify the term, megawatt quantity, price per megawatt, and 
receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase.  A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity.  A bid to purchase may not specify a minimum quantity that the 
bidder wishes to purchase.  A bid may specify receipt and delivery points in accordance with 
Section 7.2.2 and may include Financial Transmission Rights for which the associated 
Transmission Congestion Credits may have negative values.  Bids shall be subject to such 
reasonable standards for the creditworthiness of the bidder or for the posting of security for 
performance as the Office of the Interconnection shall establish. 
 
(d) Bids and offers shall be specified to the nearest tenth of a megawatt and shall be greater 
than zero.  The Office of the Interconnection may require that a market participant shall not 
submit in excess of 5000 bids and offers for any single monthly auction, or for any single round 
of the annual auction, when the Office of the Interconnection determines that such limit is 
required to avoid or mitigate significant system performance problems related to bid/offer 
volume.  Notice of the need to impose such limit shall be provided prior to the start of the 
bidding period if possible.  Where such notice is provided after the start of the bidding period, 
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market participants shall be required within one day to reduce their bids and offers for such 
auction below 5000, and the bidding period in such cases shall be extended by one day.  
 
7.3.6 Determination of Winning Bids and Clearing Price. 
 
(a) At the close of each bidding period, the Office of the Interconnection will create a base 
Financial Transmission Rights power flow model that includes all outstanding Financial 
Transmission Rights that have been approved and confirmed for any portion of the month for 
which the auction was conducted and that were not offered for sale in the auction.  The base 
Financial Transmission Rights model also will include estimated uncompensated parallel flows 
into each interface point of the PJM Region and estimated scheduled transmission outages. 
 
(b) In accordance with the requirements of Section 7.5  of this Schedule and subject to all 
applicable transmission constraints and reliability requirements, the Office of the Interconnection 
shall determine the simultaneous feasibility of all outstanding Financial Transmission Rights not 
offered for sale in the auction and of all Financial Transmission Rights that could be awarded in 
the auction for which bids were submitted.  The winning bids shall be determined from an 
appropriate linear programming model that, while respecting transmission constraints and the 
maximum MW quantities of the bids and offers, selects the set of simultaneously feasible 
Financial Transmission Rights with the highest net total auction value as determined by the bids 
of buyers and taking into account the reservation prices of the sellers.  In the event that there are 
two or more identical bids for the selected Financial Transmission Rights and there are 
insufficient Financial Transmission Rights to accommodate all of the identical bids, then each 
such bidder will receive a pro rata share of the Financial Transmission Rights that can be 
awarded. 
 
(c) Financial Transmission Rights shall be sold at the market-clearing price for Financial 
Transmission Rights between specified pairs of receipt and delivery points, as determined by the 
bid value of the marginal Financial Transmission Right that could not be awarded because it 
would not be simultaneously feasible.  The linear programming model shall determine the 
clearing prices of all Financial Transmission Rights paths based on the bid value of the marginal 
Financial Transmission Rights, which are those Financial Transmission Rights with the highest 
bid values that could not be awarded fully because they were not simultaneously feasible, and 
based on the flow sensitivities of each Financial Transmission Rights path relative to the 
marginal Financial Transmission Rights paths flow sensitivities on the binding transmission 
constraints.  Financial Transmission Rights with a zero clearing price will only be awarded if 
there is a minimum of one binding constraint in the auction period for which the Financial 
Transmission Rights path sensitivity is non-zero. 
 
7.3.7 Announcement of Winners and Prices. 
 
Within two (2) bBusiness dDays after the close of the bid and offer period for an annual 
Financial Transmission Rights auction round, and within five (5) bBusiness dDays after the close 
of the bid and offer period for a monthly Financial Transmission Rights auction, the Office of the 
Interconnection shall post the winning bidders, the megawatt quantity, the term and the receipt 
and delivery points for each Financial Transmission Right awarded in the auction and the price at 
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which each Financial Transmission Right was awarded unless circumstances beyond PJM’s 
control prevent PJM from meeting the applicable deadline.  Under such circumstances, PJM will 
post the auction results at the earliest possible opportunity.  The Office of the Interconnection 
shall not disclose the price specified in any bid to purchase or the reservation price specified in 
any offer to sell.  If the Office of the Interconnection discovers an error in the results posted for a 
Financial Transmission Rights auction (or a given round of the annual Financial Transmission 
Rights auction), the Office of the Interconnection shall notify Market Participants of the error as 
soon as possible after it is found, but in no event later than 5:00 p.m. of the bBusiness dDay 
following the initial publication of the results of the auction or round of the annual auction.  
After this initial notification, if the Office of the Interconnection determines that it is necessary to 
post modified results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the second bBusiness dDay following 
the initial publication of the results of that auction or round of the annual auction.  Thereafter, the 
Office of the Interconnection must post any corrected results by no later than 5:00 p.m. of the 
fourth calendar day following the initial publication of the results of the auction or round of the 
annual auction. Should any of the above deadlines pass without the associated action on the part 
of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
auction results are under publicly noticed review by the FERC. 
 
7.3.8 Auction Settlements. 
 
All buyers and sellers of Financial Transmission Rights between the same points of receipt and 
delivery shall pay PJMSettlement or be paid by PJMSettlement the market-clearing price, as 
determined in the auction, for such Financial Transmission Rights. 
 
7.3.9 Liquidation of Financial Transmission Rights in the Event of Member Default. 
 
In the event a Member fails to meet creditworthiness requirements or make timely payments 
when due pursuant to the PJM Operating Agreement or PJM Tariff, the Office of the 
Interconnection shall, as soon as practicable after such default is declared, initiate the following 
procedures to close out and liquidate the Financial Transmission Rights of a Member: 
 
a) The Office of the Interconnection shall close out the defaulting Member’s positions as of 
the date of its default, by unilaterally accelerating and terminating all forward Financial 
Transmission Rights positions. 
 
b) The Office of the Interconnection shall post on its website all salient information relating 
to the closed out portfolio of Financial Transmission Rights. 
 
c) All current planning period Financial Transmission Right positions within the defaulting 
Members’ Financial Transmission Right portfolio will be offered for sale in the next available 
monthly balance of planning period Financial Transmission Rights auction at an offer price 
designed to maximize the likelihood of liquidation of those positions.   
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d) Financial Transmission Rights positions that do not settle until the next or subsequent 
planning period will be offered into the next available Financial Transmission Rights auction 
(taking into account timing constraints and the need for an orderly liquidation) where, based on 
the Office of Interconnection’s commercially reasonable expectation, such positions would be 
expected to clear.  In the event that the next scheduled Financial Transmission Rights 
auction is more than two (2) months subsequent to the date that the Office of the Interconnection 
declares a Member in default, a specially scheduled Financial Transmission Rights auction may 
be conducted by the Office of the Interconnection.  The entire portfolio of the defaulting 
Member’s Financial Transmission Rights will be offered for sale at an offer price designed to 
maximize the likelihood of liquidation of those positions. 
 
e) The Financial Transmission Right positions comprising the defaulting Member’s 
portfolio that are liquidated in a Financial Transmission Rights auction should avoid setting the 
price in the auction at the bid prices with which they were initially submitted.  In the event that 
any of the closed out Financial Transmission Rights would set price market based on the 
auction’s preliminary solution, then only one-half of each Financial Transmission Rights position 
will be offered for sale and the auction will be re-executed.  In the event that any Financial 
Transmission Rights position that has been closed out once again sets price, then all Financial 
Transmission Rights scheduled to be liquidated will be removed from the affected auction and 
the auction will be re-executed excluding the closed out Financial Transmission Right positions.  
Financial Transmission Right positions that are not liquidated will then be offered in the next 
available auction or specially scheduled auction, as appropriate.   
 
f) The liquidation of the defaulting Members’ Financial Transmission Rights portfolio 
pursuant to the foregoing procedures shall result in a final liquidated settlement amount.  The 
final liquidated settlement amount will be included in calculating a Default Allocation 
Assessment as described in Section 15.1.2A(I) of the PJM Operating Agreement.  If the Office of 
the Interconnection is unable to close out and liquidate a Financial Transmission Rights position 
under the foregoing procedures, the close out shall be deemed void and the defaulting Member 
shall remain liable for the full final value of its default, such full final value being realized at the 
normal time for performance of the Financial Transmission Rights position.      
 
In all other respects, Financial Transmission Rights terminated pursuant to this section shall be 
liquidated pursuant to the appropriate provisions and procedures set forth in the PJM Manuals. 
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7.4 Allocation of Auction Revenues. 
 
7.4.1 Eligibility. 
 
(a) Annual auction revenues, net of payments to entities selling Financial Transmission 
Rights into the auction, shall be allocated among holders of Auction Revenue Rights in 
proportion to, but not more than, the Target Allocation of Auction Revenue Rights Credits for 
the holder. 
 
(b) Auction Revenue Rights Credits will be calculated based upon the clearing price results 
of the applicable Annual Financial Transmission Rights auction. 
 
(c) Monthly and Balance of Planning Period FTR auction revenues, net of payments to 
entities selling Financial Transmission Rights into the auction, shall be allocated according to the 
following priority schedule: 
 

(i) To stage 1 and 2 Auction Revenue Rights holders in accordance with 
section 7.4.4 of Schedule 1 of this Agreement.  If there are excess revenues 
remaining after a distribution made pursuant to this subsection, such revenues 
shall be distributed in accordance with subsection (c)(ii) of this section; 
 
(ii) To the Residual Auction Revenue Rights holders in proportion to, but not 
more than their Target Allocation as determined pursuant to section 7.4.3(b) of 
Schedule 1 of this Agreement.  If there are excess revenues remaining after a 
distribution made pursuant to this subsection, such revenues shall be distributed in 
accordance with subsection (c)(iii) of this section; 
 
(iii) To FTR Holders in accordance with section 5.2.6 of Schedule 1 of this 
Agreement. 

 
(d) Long-term FTR auction revenues associated with FTRs that cover individual Planning 
Periods shall be distributed in the Planning Period for which the FTR is effective.  Long-term 
FTR auction revenues associated with FTRs that cover multiple Planning Years shall be 
distributed equally across each Planning Period in the effective term of the FTR.  Long-term 
FTR auction revenue distributions within a Planning Period shall be in accordance with the 
following provisions: 
 

(i) Long-term FTR Auction revenues shall be distributed to Auction Revenue 
Rights holders in the effective Planning Period for the FTR.  The distribution shall 
be in proportion to the economic value of the ARRs when compared to the annual 
FTR auction clearing prices from each round proportionately.  The distribution 
shall not exceed, when added to the distribution of revenues from the prompt-year 
annual FTR auction itself, the economic value of the ARRs when compared to the 
annual FTR auction clearing prices from each round proportionately.   
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(ii) Long-term FTR auction revenues remaining after distributions made 
pursuant to Section 7.4.1(d)(ii) of Schedule 1 of this Agreement shall be 
distributed pursuant to Section 5.2.6 of Schedule 1 of this Agreement.  

 
7.4.2 Auction Revenue Rights. 
 
(a) Prior to the end of each PJM Planning Period an annual allocation of Auction Revenue 
Rights for the next PJM Planning Period shall be performed using a two stage allocation process.  
Stage 1 shall consist of stages 1A and 1B, which shall allocate ten year and annual Auction 
Revenue Rights, respectively, and stage 2 shall allocate annual Auction Revenue Rights. The 
Auction Revenue Rights allocation process shall be performed in accordance with Sections 7.4 
and 7.5 hereof and the PJM Manuals.  
 
With respect to the allocation of Auction Revenue Rights, if the Office of the Interconnection 
discovers an error in the allocation, the Office of the Interconnection shall notify Market 
Participants of the error as soon as possible after it is found, but in no event later than 5:00 p.m. 
of the bBusiness dDay following the initial publication of allocation results.  After this initial 
notification, if the Office of the Interconnection determines that it is necessary to post modified 
allocation results, it shall provide notification of its intent to do so, together with all available 
supporting documentation, by no later than 5:00 p.m. of the second bBusiness dDay following 
the publication of the initial allocation.  Thereafter, the Office of the Interconnection must post 
any corrected allocation results by no later than 5:00 p.m. of the fourth calendar day following 
the initial publication. Should any of the above deadlines pass without the associated action on 
the part of the Office of the Interconnection, the originally posted results will be considered final. 
Notwithstanding the foregoing, the deadlines set forth above shall not apply if the referenced 
allocation is under publicly noticed review by the FERC. 
 
(b) In stage 1A of the allocation process, each Network Service User may request Auction 
Revenue Rights for a term covering ten consecutive PJM Planning Periods beginning with the 
immediately ensuing PJM Planning Period from a subset of the historical generation resources 
that were designated to be delivered to load based on the historical reference year for the Zone, 
and each Qualifying Transmission Customer (as defined in subsection (f) of this section) may 
request Auction Revenue Rights based on the megawatts of firm service provided between the 
receipt and delivery points as to which the Transmission Customer had Point-to-Point 
Transmission Service during the historical reference year.  The historical reference year for all 
Zones shall be 1998, except that the historical reference year shall be:  2002 for the Allegheny 
Power and Rockland Electric Zones; 2004 for the AEP East, The Dayton Power & Light 
Company and Commonwealth Edison Company Zones; 2005 for the Virginia Electric and Power 
Company and Duquesne Light Company Zones; 2011 for the ATSI Zone; 2012 for the DEOK 
Zone; 2013 for the EKPC Zone; and the Office of the Interconnection shall specify a historical 
reference year for a new PJM zone corresponding to the year that the zone is integrated into the 
PJM Interchange Energy Market.  For stage 1, the Office of the Interconnection shall determine a 
set of eligible historical generation resources for each Zone based on the historical reference year 
and assign a pro rata amount of megawatt capability from each historical generation resource to 
each Network Service User in the Zone based on its proportion of peak load in the Zone.  
Auction Revenue Rights shall be allocated to each Network Service User in a Zone from each 
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historical generation resource in a number of megawatts equal to or less than the amount of the 
historical generation resource that has been assigned to the Network Service User.  Prior to the 
2015/2016 Planning Period, each Auction Revenue Right allocated to a Network Service User 
shall be to the Energy Settlement Area of such Network Service User as described in Section 
31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning Period, each Auction 
Revenue Right allocated to a Network Service User shall be to the Energy Settlement Area of 
such Network Service User as described in Section 31.7 of Part III of the Tariff, unless the 
Network Service User’s Energy Settlement Area represents the Residual Metered Load of an 
electric distribution company’s fully metered franchise area(s) or service territory(ies) and the 
Network Service User elects to have its Auction Revenue Rights allocated at the aggregate load 
buses in a Zone.  In stage 1A of the allocation process, the sum of each Network Service User’s 
allocated Auction Revenue Rights for a Zone must be equal to or less than the Network Service 
User’s pro-rata share of the Zonal Base Load for that Zone.  Each Network Service User’s pro-
rata share of the Zonal Base Load shall be based on its proportion of peak load in the Zone. The 
sum of each Network Service User’s Auction Revenue Rights for Non-Zone Network Load must 
be equal to or less than fifty percent (50%) of the Network Service User’s transmission 
responsibility for Non-Zone Network Load as determined under Section 34.1 of the Tariff.  The 
sum of each Qualifying Transmission Customer’s Auction Revenue Rights must be equal to or 
less than fifty percent (50%) of the megawatts of firm service provided between the receipt and 
delivery points as to which the Transmission Customer had Point-to-Point Transmission Service 
during the historical reference year.  If stage 1A Auction Revenue Rights are adversely affected 
by any new or revised statute, regulation or rule issued by an entity with jurisdiction over the 
Office of the Interconnection, the Office of the Interconnection shall, to the greatest extent 
practicable, and consistent with any such statute, regulation or rule change, preserve the priority 
of the stage 1A Auction Revenue Rights for a minimum period covering the ten (10) consecutive 
PJM Planning Periods (“Stage 1A Transition Period”) immediately following the implementation 
of any such changes, provided that the terms of all stage 1A Auction Revenue Rights in effect at 
the time the Office of the Interconnection implements the Stage 1A Transition Period shall be 
reduced by one PJM Planning Period during each annual stage 1A Auction Revenue Rights 
allocation performed during the Stage 1A Transition Period so that all stage 1A Auction Revenue 
Rights that were effective at the start of the Stage 1A Transition Period expire at the end of that 
period. 
 
(c) In stage 1B of the allocation process each Network Service User may request Auction 
Revenue Rights from the subset of the historical generation resources determined pursuant to 
Section 7.4.2(b) that were not allocated in stage 1A of the allocation process, and each 
Qualifying Transmission Customer may request Auction Revenue Rights based on the 
megawatts of firm service determined pursuant to Section 7.4.2(b) that were not allocated in 
stage 1A of the allocation process. In stage 1B of the allocation process, the sum of each 
Network Service User’s allocation Auction Revenue Rights request for a Zone must be equal to 
or less than the difference between the Network Service User’s peak load for that Zone as 
determined pursuant to Section 34.1 of the Tariff and the sum of its Auction Revenue Rights 
Allocation from stage 1A of the allocation process for that Zone.  The sum of each Network 
Service User’s Auction Revenue Rights for Non-Zone Network Load must be equal to or less 
than the difference between one hundred percent (100%) of the Network Service User’s 
transmission responsibility for Non-Zone Network Load as determined pursuant to Section 
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7.4.2(b) and the sum of its Auction Revenue Rights Allocation from stage 1A of the allocation 
process for that Zone.  The sum of each Qualifying Transmission Customer’s Auction Revenue 
Rights must be equal to or less than the difference between one hundred percent (100%) of the 
megawatts of firm service as determined pursuant to Section 7.4.2(b) and the sum of its Auction 
Revenue Rights Allocation from stage 1A of the allocation process for that Zone. 
 
(d) In stage 2 of the allocation process, the Office of the Interconnection shall conduct an 
iterative allocation process that consists of three rounds with up to one third of the remaining 
system Auction Revenue Rights capability allocated in each round.  Each round of this allocation 
process will be conducted sequentially with Network Service Users and Transmission Customers 
being given the opportunity to view results of each allocation round prior to submission of 
Auction Revenue Right requests into the subsequent round.  In each round, each Network 
Service User shall designate a subset of buses from which Auction Revenue Rights will be 
sourced.  Valid Auction Revenue Rights source buses include only Zones, generators, hubs and 
external Interface Pricing Points.  The Network Service User shall specify the amount of Auction 
Revenue Rights requested from each source bus. Prior to the 2015/2016 Planning Period, each 
Auction Revenue Right shall sink to the  Energy Settlement Area of the Network Service User as 
described in Section 31.7 of Part III of the Tariff.  Commencing with the 2015/2016 Planning 
Period, each Auction Revenue Right shall sink to the Energy Settlement Area of the Network 
Service User as described in Section 31.7 of Part III of the Tariff, unless the Network Service 
User’s Energy Settlement Area represents the Residual Metered Load of an electric distribution 
company’s fully metered franchise area(s) or service territory(ies) and the Network Service User 
elects to have its Auction Revenue Rights sink at the aggregate load buses in a Zone.  The sum of 
each Network Service User’s Auction Revenue Rights requests in each stage 2 allocation round 
for each Zone must be equal to or less than one third of the difference between the Network 
Service User’s peak load for that Zone as determined pursuant to Section 7.4.2(b) and the sum of 
its Auction Revenue Right Allocation from stages 1A and 1B of the allocation process for that 
Zone.  The stage 2 allocation to Transmission Customers shall be as set forth in subsection (f). 
 
(e) On a daily basis within the annual Financial Transmission Rights auction period, a 
proportionate share of Network Service User’s Auction Revenue Rights for each Zone are 
reallocated as Network Load changes from one Network Service User to another within that 
Zone. 
 
(f) A Qualifying Transmission Customer shall be any customer with an agreement for Long-
Term Firm Point-to-Point Transmission Service, as defined in the PJM Tariff, used to deliver 
energy from a designated Network Resource located either outside or within the PJM Region to 
load located either outside or within the PJM Region, and that was confirmed and in effect 
during the historical reference year for the Zone in which the resource is located.  Such an 
agreement shall allow the Qualifying Transmission Customer to participate in the first stage of 
the allocation, but only if such agreement has remained in effect continuously following the 
historical reference year and is to continue in effect for the period addressed by the allocation, 
either by its term or by renewal or rollover.  The megawatts of Auction Revenue Rights the 
Qualifying Transmission Customer may request in the first stage of the allocation may not 
exceed the lesser of: (i) the megawatts of firm service between the designated Network Resource 
and the load delivery point (or applicable point at the border of the PJM Region for load located 
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outside such region) under contract during the historical reference year; and (ii) the megawatts of 
firm service presently under contract between such historical reference year receipt and delivery 
points.  A Qualifying Transmission Customer may request Auction Revenue Rights in either or 
both of stage 1 or 2 of the allocation without regard to whether such customer is subject to a 
charge for Firm Point-to-Point Transmission Service under Section 1 of Schedule 7 of the PJM 
Tariff (“Base Transmission Charge”).  A Transmission Customer that is not a Qualifying 
Transmission Customer may request Auction Revenue Rights in stage 2 of the allocation 
process, but only if it is subject to a Base Transmission Charge.  The Auction Revenue Rights 
that such a Transmission Customer may request in each round of stage 2 of the allocation process 
must be equal to or less than one third of the number of megawatts equal to the megawatts of 
firm service being provided between the receipt and delivery points as to which the Transmission 
Customer currently has Firm Point-to-Point Transmission Service.  The source point of the 
Auction Revenue Rights must be the designated source point that is specified in the 
Transmission Service request and the sink point of the Auction Revenue Rights must be the 
designated sink point that is specified in the Transmission Service request.  A Qualifying 
Transmission Customer may request Auction Revenue Rights in each round of stage 2 of the 
allocation process in a number of megawatts equal to or less than one third of the difference 
between the number of megawatts of firm service being provided between the receipt and 
delivery points as to which the Transmission Customer currently has Firm Point-to-Point 
Transmission Service and its Auction Revenue Right Allocation from stage 1 of the allocation 
process.   
 
(g) PJM Transmission Customers that serve load in the Midwest ISO may participate in stage 
1 of the allocation to the extent permitted by, and in accordance with, this Section 7.4.2 and other 
applicable provisions of this Schedule 1.  For service from non-historic sources, these customers 
may participate in stage 2, but in no event can they receive an allocation of ARRs/FTRs from 
PJM greater than their firm service to loads in MISO. 
 
(h) Subject to subsection (i) of this section, all Auction Revenue Rights must be 
simultaneously feasible. If all Auction Revenue Right requests made during the annual allocation 
process are not feasible then Auction Revenue Rights are prorated and allocated in proportion to 
the megawatt level requested and in inverse proportion to the effect on the binding constraints. 
 
(i) If any Auction Revenue Right requests made during stage 1A of the annual allocation 
process are not feasible due to system conditions, then PJM shall increase the capability limits of 
the binding constraints that would have rendered the Auction Revenue Rights infeasible to the 
extent necessary in order to allocate such Auction Revenue Rights without their being infeasible 
unless such infeasibility is caused by extraordinary circumstances.  Such increased limits shall be 
included in all rounds of the annual allocation and auction processes and in subsequent modeling 
during the Planning Year to support any incremental allocations of Auction Revenue Rights and 
monthly and balance of the Planning Period Financial Transmission Rights auctions  unless and 
to the extent those system conditions that contributed to infeasibility in the annual process are 
not extant for the time period subject to the subsequent modeling, such as would be the case, for 
example, if transmission facilities are returned to service during the Planning Year.  In these 
cases, any increase in the capability limits taken under this subsection (i) during the annual 
process will be removed from subsequent modeling to support any incremental allocations of 



 

Page 689 

Auction Revenue Rights and monthly and balance of the Planning Period Financial Transmission 
Rights auctions.  In addition, PJM may remove or lower the increased capability limits, if 
feasible, during subsequent FTR Auctions if the removal or lowering of the increased capability 
limits does not impact Auction Revenue Rights funding and net auction revenues are positive. 
 
For the purposes of this subsection (i), extraordinary circumstances shall mean an unanticipated 
event outside the control of PJM that reduces the capability of existing or planned transmission 
facilities and such reduction in capability is the cause of the infeasibility of such Auction 
Revenue Rights.  Extraordinary circumstances do not include those system conditions and 
assumptions modeled in simultaneous feasibility analyses conducted pursuant to section 7.5 of 
Schedule 1 of this Agreement.  If PJM allocates stage 1A Auction Revenue Rights as a result of 
this subsection (i) that would not otherwise have been feasible, then PJM shall notify Members 
and post on its web site (a) the aggregate megawatt quantities, by sources and sinks, of such 
Auction Revenue Rights and (b) any increases in capability limits used to allocate such Auction 
Revenue Rights. 
 
(j) Long-Term Firm Point-to-Point Transmission Service customers that are not Qualifying 
Transmission Customers and Network Service Users serving Non-Zone Network Load may 
participate in stage 1 of the annual allocation of Auction Revenue Rights pursuant to Section 
7.4.2(a)-(c) of Schedule 1 of this Agreement, subject to the following conditions: 
 

i. The relevant Transmission Service shall be used to deliver energy from a 
designated Network Resource located either outside or within the PJM 
Region to load located outside the PJM Region.  

 
ii. To be eligible to participate in stage 1A of the annual Auction Revenue 

Rights allocation: 1) the relevant Transmission Service shall remain in 
effect for the stage 1A period addressed by the allocation; and 2) the 
control area in which the external load is located has similar rules for load 
external to the relevant control area. 

 
iii. Source points for stage 1 requests authorized pursuant to this subsection 

7.4.2(j) shall be limited to: 1) generation resources owned by the LSE 
serving the load located outside the PJM Region; or 2) generation 
resources subject to a bona fide firm energy and capacity supply contract 
executed by the LSE to meet its load obligations, provided that such 
contract remains in force and effect for a minimum term of ten (10) years 
from the first effective Planning Period that follows the initial stage 1 
request. 

 
iv. For Long-Term Firm Point-to-Point Transmission Service Ccustomers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) , the generation resource(s) designated as source points may 
include any portion of the generating capacity of such resource(s) that is 
not, at the time of the request, already identified as a Capacity Resource. 
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v. For Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j), at the time of the request, the 
generation resource(s) designated as source points must either be 
committed into PJM’s RPM market or be designated as part of the entity’s 
FRR Capacity Plan for the purpose of serving the capacity requirement of 
the external load.    

 
vi. All stage 1 source point requests made pursuant to this subsection 7.4.2(j) 

shall not increase the megawatt flow on facilities binding in the relevant 
annual Auction Revenue Rights allocation or in future stage 1A 
allocations and shall not cause megawatt flow to exceed applicable ratings 
on any other facilities in either set of conditions in the simultaneous 
feasibility test prescribed in subsection (vii) of this subsection 7.4.2(j).  

 
vii. To ensure the conditions of subsection (vi) of this subsection 7.4.2(j) are 

met, a simultaneous feasibility test shall be conducted: 1) based on next 
allocation year with all existing stage 1 and stage 2 Auction Revenue 
Rights modeled as fixed injection-withdrawal pairs; and 2) based on 10 
year allocation model with all eligible stage 1A Auction Revenue Rights 
for each year including base load growth for each year. 

 
viii. Requests for stage 1 Auction Revenue Rights made pursuant to this 

subsection 7.4.2(j) that are received by PJM by November 1st of a 
Planning Period shall be processed for the next annual Auction Revenue 
Rights  allocation. Requests received after November 1st shall not be 
considered for the upcoming annual Auction Revenue Rights allocation. If 
all requests are not simultaneously feasible then requests will be awarded 
on a pro-rata basis.  

 
ix. Requests for new or alternate stage 1 resources made by Network Service 

Users and external LSEs that are received by November 1st shall be 
evaluated at the same time. If all requests are not simultaneously feasible 
then requests will be awarded on a pro-rata basis. 

 
x. Stage 1 Auction Revenue Rights source points that qualify pursuant to this 

subsection 7.4.2(j) shall be eligible as stage 1 Auction Revenue Rights 
source points in subsequent annual Auction Revenue Rights allocations. 

 
xi. Long-Term Firm Point-to-Point Transmission Service Ccustomers 

requesting stage 1 Auction Revenue Rights pursuant to this subsection 
7.4.2(j) may request Auction Revenue Rights megawatts up to the lesser 
of: 1) the customer’s Long-Term Firm Point-to-Point Transmission service 
contract megawatt amount; or 2) the customer’s Firm Transmission 
Withdrawal Rights.  

 



 

Page 691 

xii. Network Service Users requesting stage 1 Auction Revenue Rights 
pursuant to this subsection 7.4.2(j) may request Auction Revenue Rights 
megawatts up to the lesser of: 1) the customer’s network service peak 
load; or 2) the customer’s Firm Transmission Withdrawal Rights.  

 
xiii. Stage 1A Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed 50% of the maximum allowed 
megawatts authorized by subsections (xi) and (xii) of this subsection 
7.4.2(j).   

 
xiv. Stage 1B Auction Revenue Rights requests made pursuant to this 

subsection 7.4.2(j) shall not exceed the difference between the maximum 
allowed megawatts authorized by subsections (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatts granted in 
stage 1A.  

 
xv. In each round of Stage 2 of an annual allocation of Auction Revenue 

Rights, megawatt requests made pursuant to this subsection 7.4.2(j) shall 
be equal to or less than one third of the difference between the maximum 
allowed megawatts authorized by paragraphs (xi) and (xii) of this 
subsection 7.4.2(j) and the Auction Revenue Rights megawatt amount 
allocated in stage 1.  

 
xvi. Stage 1 Auction Revenue Rights sources established pursuant to this 

subsection 7.4.2(j) and the associated Auction Revenue Rights megawatt 
amount may be replaced with an alternate resource pursuant to the process 
established in Section 7.7 of Schedule 1 of this Agreement. 

 
7.4.2a Bilateral Transfers of Auction Revenue Rights 
 
(a) Market Participants may enter into bilateral agreements to transfer Auction Revenue 
Rights or the right to receive an allocation of Auction Revenue Rights to a third party.  Such 
bilateral transfers shall be reported to the Office of the Interconnection in accordance with this 
Schedule and pursuant to the LLC’s rules related to its eFTR reporting tools.  
 
(b) For purposes of clarity, with respect to all bilateral transfers of Auction Revenue Rights 
or the right to receive an allocation of Auction Revenue Rights, the rights and obligations to the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights that are 
the subject of such a bilateral transfer shall pass to the buyer under the bilateral contract subject 
to the provisions of this Schedule.  In no event, shall the purchase and sale of an Auction 
Revenue Right or the right to receive an allocation of Auction Revenue Rights pursuant to a 
bilateral transfer constitute a transaction with PJMSettlement or a transaction in any auction 
under this Schedule.   
 
(c) Consent of the Office of the Interconnection shall be required for a seller to transfer to a 
buyer any obligations associated with the Auction Revenue Rights or the right to receive an 



 

Page 692 

allocation of Auction Revenue Rights.  Such consent shall be based upon the Office of the 
Interconnection’s assessment of the buyer’s ability to perform the obligations transferred in the 
bilateral contract.  If consent for a transfer is not provided by the Office of the Interconnection, 
the title to the Auction Revenue Rights or the right to receive an allocation of Auction Revenue 
Rights shall not transfer to the third party and the holder of the Auction Revenue Rights or the 
right to receive an allocation of Auction Revenue Rights shall continue to receive all rights 
attributable to the Auction Revenue Rights or the right to receive an allocation of Auction 
Revenue Rights and remain subject to all credit requirements and obligations associated with the 
Auction Revenue Rights or the right to receive an allocation of Auction Revenue Rights. 
 
(d) A seller under such a bilateral contract shall guarantee and indemnify the Office of the 
Interconnection, PJMSettlement, and the Members for the buyer’s obligation to pay any charges 
associated with the Auction Revenue Right and for which payment is not made to 
PJMSettlement by the buyer under such a bilateral transfer.   
 
(e) All payments and related charges associated with such a bilateral contract shall be 
arranged between the parties to such bilateral contract and shall not be billed or settled by 
PJMSettlement or the Office of the Interconnection.  The LLC, PJMSettlement, and the 
Members will not assume financial responsibility for the failure of a party to perform obligations 
owed to the other party under such a bilateral contract reported to the Office of the 
Interconnection under this Schedule.   
 
(f) All claims regarding a default of a buyer to a seller under such a bilateral contract shall 
be resolved solely between the buyer and the seller.  
 
7.4.3 Target Allocation of Auction Revenue Right Credits. 
 
(a) A Target Allocation of Auction Revenue Right Credits for each entity holding an Auction 
Revenue Right shall be determined for each Auction Revenue Right.  After each round of the 
annual Financial Transmission Right auction, each Auction Revenue Right shall be divided by 
four and multiplied by the price differences for the receipt and delivery points associated with 
the Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 
minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 
delivery point is determined by the clearing prices of each round of the annual Financial 
Transmission Right auction.  The daily total Target Allocation for an entity holding the Auction 
Revenue Rights shall be the sum of the daily Target Allocations associated with all of the 
entity’s Auction Revenue Rights. 
 
(b) A Target Allocation of residual Auction Revenue Rights Credits for each entity allocated 
Residual Auction Revenue Rights pursuant to section 7.9 of Schedule 1 of this Agreement shall 
be determined on a monthly basis for each month in a Planning Period beginning with the month 
the Residual Auction Revenue Right(s) becomes effective through the end of the relevant 
Planning Period.  The Target Allocation for Residual Auction Revenue Rights Credits shall be 
equal to megawatt amount of the Residual Auction Revenue Rights multiplied by the LMP 
differential between the source and sink nodes of the corresponding FTR obligation in each 
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prompt-month FTR auction that occurs from the effective date of the Residual Auction Revenue 
Rights through the end of the relevant Planning Period. 
 
7.4.4 Calculation of Auction Revenue Right Credits. 
 
(a) Each day, the total of all the daily Target Allocations determined as specified above in 
Section 7.4.3 plus any additional Auction Revenue Rights Target Allocations applicable for that 
day shall be compared to the total revenues of all applicable monthly Financial Transmission 
Rights auction(s) (divided by the number of days in the month) plus the total revenues of the 
annual Financial Transmission Rights auction (divided by the number of days in the Planning 
Period). If the total of the Target Allocations is less than the total auction revenues, the Auction 
Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal to its 
Target Allocation.  All remaining funds shall be distributed as Excess Congestion Charges 
pursuant to Section 5.2.56. 
 
(b) If the total of the Target Allocations is greater than the total auction revenues, each holder 
of Auction Revenue Rights shall be assigned a share of the total auction revenues in proportion 
to its Auction Revenue Rights Target Allocations for Auction Revenue Rights which have a 
positive Target Allocation value. Auction Revenue Rights which have a negative Target 
Allocation value are assigned the full Target Allocation value as a negative Auction Revenue 
Right Credit. 
 
(c) At the end of a Planning Period, if all Auction Revenue Right holders did not receive 
Auction Revenue Right Credits equal to their Target Allocations, PJMSettlement shall assess a 
charge equal to the difference between the Auction Revenue Right Credit Target Allocations for 
all revenue deficient Auction Revenue Rights and the actual Auction Revenue Right Credits 
allocated to those Auction Revenue Right holders.  The aggregate charge for a Planning Period 
assessed pursuant to this section, if any, shall be added to the aggregate charge for a Planning 
Period assessed pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and collected 
pursuant to section 5.2.5(c) of Schedule 1 of this Agreement and distributed to the Auction 
Revenue Right holders that did not receive Auction Revenue Right Credits equal to their Target 
Allocation. 
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7.8 Elective Upgrade Auction Revenue Rights. 
 
(a) In addition to any Incremental Auction Revenue Rights (as defined in the PJM Tariff) 
established under the PJM Tariff, any party may elect to fully fund Network Upgrades (as 
defined in the PJM Tariff) to obtain Incremental Auction Revenue Rights pursuant to this 
section, provided that Incremental Auction Revenue Rights granted pursuant to this section shall 
be simultaneously feasible with outstanding Auction Revenue Rights, which shall include stage 1 
and stage 2 Auction Revenue Rights, and against stage 1A Auction Revenue Right capability for 
the future 10 year period, as determined by the Office of the Interconnection pursuant to Section 
7.8(b) of Schedule 1 of this Agreement.  A request made pursuant to this section shall specify a 
source, sink and megawatt amount. 
 
(b) The Office of the Interconnection shall assess the simultaneous feasibility of the 
requested Incremental Auction Revenue Rights and the outstanding Auction Revenue Rights 
against the existing base system Auction Revenue Right capability and stage 1A Auction 
Revenue Right capability for the future 10 year period and based on this preliminary assessment 
it shall conduct studies to determine the upgrades required to accommodate the requested 
Incremental Auction Revenue Rights and ensure all outstanding Auction Revenue Rights are 
simultaneously feasible. 
 
(c) If a party elects to fund upgrades to obtain Incremental Auction Revenue Rights pursuant 
to this section, no less than forty-five (45) days prior to the in-service date of the relevant 
upgrades, as determined by the Office of the Interconnection, the Office of the Interconnection 
shall notify the party of the actual amount of Incremental Auction Revenue Rights that will be 
granted to the party based on the allocation process established pursuant to Section 231 of Part 
VI of the Tariff. 
 
(d) Incremental Auction Revenue Rights established pursuant to this section shall be 
effective for the lesser of thirty (30) years, or the life of the project, from the in-service date of 
the Network Upgrade(s).  At any time during this thirty-year period (or the life of the Network 
Upgrade whichever is less), in lieu of continuing this thirty-year Auction Revenue Right, the 
owner of the right shall have a one-time choice to switch to an optional mechanism, whereby, on 
an annual basis, it will have the choice to request an Auction Revenue Right during the annual 
Auction Revenue Rights allocation process between the same source and sink, provided the 
Auction Revenue Right is simultaneously feasible.  A party that is granted Incremental Auction 
Revenue Rights pursuant to this section may return such rights at any time, provided that the 
Office of the Interconnection determines that it can simultaneously accommodate all remaining 
outstanding Auction Revenue Rights following the return of such Auction Revenue Rights.  In 
the event a party returns Incremental Auction Revenue Rights, it shall retain no further rights 
regarding such Incremental Auction Revenue Rights. 
 
(e) No Incremental Auction Revenue Rights shall be granted pursuant to this section if the 
costs associated with funding the associated Network Upgrades are included in the rate base of a 
public utility and on which a regulated return is earned. 
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8.4 Registration 
 
1. Curtailment Service Providers must complete the applicable PJM Load Response 
Program Registration Form (“Registration Form”) that is posted on the PJM website 
(www.pjm.com) for each end-use customer, or aggregation of end-use customers, pursuant to the 
requirements set forth in the PJM Manuals.  Because of the required electric distribution 
company ten bBusiness dDay review period, as described herein, Curtailment Service Providers 
should submit completed Registration Forms to the Office of the Interconnection no later than 
one day before the tenth bBusiness dDay preceding the relevant Delivery Year.  All registrations 
that have not been approved on or before May 31st preceding the relevant Delivery Year shall be 
rejected by the Office of the Interconnection.  To the extent that a completed Registration Form 
is submitted to the Office of the Interconnection prior to one day before the tenth bBusiness 
dDay preceding the relevant Delivery Year and such registration is rejected by the electric 
distribution company or the Office of the Interconnection because of incorrect data on the 
Registration Form, such registration may be resubmitted by the Curtailment Service Provider 
before May 31st preceding the relevant Delivery Year, but such registration will be rejected by 
the Office of the Interconnection unless the electric distribution company has verified the 
registration on or before May 31st preceding the relevant Delivery Year. Incomplete Registration 
Forms will be rejected by the Office of the Interconnection; Curtailment Service Providers may 
not resubmit registrations that were rejected for being incomplete unless they are able to do so no 
later than one day before the tenth bBusiness dDay preceding the relevant Delivery Year.  The 
following general steps will be followed: 
 
2. For end-use customers of an electric distribution company that distributed more than 4 
million MWh in the previous fiscal year: 
 

a. The Curtailment Service Provider completes the Registration Form located on the 
PJM website. PJM reviews the application and ensures that the qualifications are met, including 
verifying that the appropriate metering exists. After confirming that an entity has met all of the 
qualifications to be an Emergency Load Response or Pre-Emergency Load Response Program 
participant, PJM shall notify the appropriate electric distribution company of an Emergency 
Load Response and Pre-Emergency Load Response Program participant's registration and 
request verification as to whether the load that may be reduced is subject to laws or regulations 
of the Relevant Electric Retail Regulatory Authority that prohibit or condition the end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response Programs pursuant to the process described below.  The electric distribution company 
has ten bBusiness dDays to respond.  An electric distribution company which seeks to assert that 
the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit or condition 
(which condition the electric distribution company asserts has not been satisfied) an end-use 
customer’s participation in PJM’s Emergency Load Response and Pre-Emergency Load 
Response program shall provide to PJM, within the referenced ten bBusiness dDay review 
period, either:  (a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory 
Authority prohibiting or conditioning the end-use customer’s participation, (b) an opinion of the 
Relevant Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a 
regulation or law prohibiting or conditioning the end-use customer’s participation, or (c) an 
opinion of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory 
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Authority, attesting to the existence of a regulation or law prohibiting or conditioning the end-
use customer’s participation.  
 

i. If evidence provided by an electric distribution company to the Office of the 
Interconnection indicates that a Relevant Electric Retail Regulatory Authority law 
or regulation prohibits or conditions (which condition the electric distribution 
company asserts has not been satisfied) the end-use customer’s participation and 
is received by the Office of the Interconnection on or after May 31st preceding the 
applicable Delivery Year, then the existing end-use customer’s registration for 
Demand Resource (as defined in the Reliability Assurance Agreement) will 
remain in effect for the applicable Delivery Year.  If evidence provided by an 
electric distribution company to the Office of the Interconnection  indicates that a 
Relevant Electric Retail Regulatory Authority law or regulation prohibits or 
conditions (which condition the electric distribution company asserts has not been 
satisfied) the end-use customer’s participation and is received by the Office of the 
Interconnection before May 31st preceding the applicable Delivery Year and the 
Curtailment Service Provider does not provide supporting documentation to the 
Office of the Interconnection on or before May 31st preceding the applicable 
Delivery Year demonstrating that the Curtailment Service Provider had an 
executed contract with the end-use customer for Demand Resource participation 
before the date the Demand Resource cleared the applicable Reliability Pricing 
Model Auction, and that the date that the Demand Resource cleared the applicable 
Reliability Pricing Model Auction was prior to the effective date of the Relevant 
Electric Retail Regulatory Authority law or regulation prohibiting or conditioning 
the end-use customer’s participation, then, unless the below exception applies, the 
existing end-use customer’s registration for Demand Resource participation shall 
be deemed to be terminated for the applicable Delivery Year, and the Curtailment 
Service Provider will be subject to the Reliability Pricing Model provisions, as 
specified in Attachment DD of the PJM Tariff. 

 
b. In the absence of a response from the electric distribution company within the 

referenced ten bBusiness dDay review period, the Office of the Interconnection shall assume that 
the load to be reduced is not subject to laws or regulations of the Relevant Electric Retail 
Regulatory Authority that prohibit or condition the end-use customer’s participation in PJM’s 
Emergency Load Response and Pre-Emergency Load Response Programs, and the Office of the 
Interconnection shall accept the registration, provided it meets all other Emergency Load 
Response and Pre-Emergency Load Response Program requirements. 
 

c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJM in accordance with the terms and 
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 
3. For end-use customers of an electric distribution company that distributed 4 million 
MWh or less in the previous fiscal year: 
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a. The Curtailment Service Provider completes the Emergency Registration Form 
located on the PJM website. PJM reviews the application and ensures that the qualifications are 
met, including verifying that the appropriate metering exists. After confirming that an entity has 
met all of the qualifications to be an Emergency Load Response and Pre-Emergency Load 
Response participant, PJM shall notify the appropriate electric distribution company of an 
Emergency Load Response and Pre-Emergency Load Response participant’s registration and 
request verification as to whether the load that may be reduced is permitted to participate by the 
Relevant Electric Retail Regulatory Authority pursuant to the process described below. The 
electric distribution company has ten bBusiness dDays to respond. If the electric distribution 
company verifies that the load that may be reduced is permitted or conditionally permitted 
(which condition the electric distribution company asserts has been satisfied) to participate in the 
Emergency Load Response Program and Pre-Emergency Load Response Program, then the 
electric distribution company must provide to the Office of the Interconnection within the 
referenced ten bBusiness dDay review period either:  (a) an order, resolution or ordinance of the 
Relevant Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 
customer’s participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s 
legal counsel attesting to the existence of a regulation or law permitting or conditionally 
permitting the end-use customer’s participation, or (c) an opinion of the state Attorney General, 
on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the existence of a 
regulation or law permitting or conditionally permitting the end-use customer’s participation. 
 

i. If the electric distribution company denies the end-use customer’s Demand 
Resource (as defined in the Reliability Assurance Agreement) registration on or 
before May 31st preceding the applicable Delivery Year and the Curtailment 
Service Provider does not provide the above referenced Relevant Electric Retail 
Regulatory Authority evidence  to the Office of the Interconnection on or before 
May 31st preceding  the applicable Delivery Year demonstrating that the 
Curtailment Service Provider had Relevant Electric Retail Regulatory Authority 
permission or conditional permission (which condition the electric distribution 
company asserts has been satisfied) for the end-use customer’s participation and 
an executed contract with the end-use customer Demand Resource before the date 
the Demand Resource cleared the applicable Reliability Pricing Model Auction  
then, unless the below exception applies, the existing end-use customer’s 
registration for Demand Resource participation shall be deemed to be terminated 
for the applicable Delivery Year and the Curtailment Service Provider will be 
subject to the Reliability Pricing Model provisions, as specified in Attachment 
DD of the PJM Tariff. 

 
 b. In the absence of a response from the electric distribution company within the 
referenced ten bBusiness dDay review period, the Office of the Interconnection shall reject the 
registration.  If it is able to do so in compliance with all of the Emergency Load Response and 
Pre-Emergency Load Response Program requirements, including the registration section, the 
Emergency Load Response and Pre-Emergency Load Response participant may submit a new 
registration to the Office of the Interconnection for consideration if a prior registration has been 
rejected pursuant to the terms of the Emergency Load Response and Pre-Emergency Load 
Response Program provisions. 
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 c. For those registrations terminated pursuant to this section, all Emergency Load 
Response and Pre-Emergency Load Response participant activity incurred prior to the 
termination date of the registration shall be settled by PJMSettlement in accordance with the 
terms and conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 
 
 4. PJM will inform the requesting Curtailment Service Provider of acceptance into 
the Emergency Load Response Program and Pre-Emergency Load Response Program and notify 
the appropriate electric distribution company of the requesting Curtailment Service Provider’s 
acceptance into the program or notifies the requesting Curtailment Service Provider and 
appropriate electric distribution company of PJM’s rejection of the requesting participant’s 
registration. 
 
 5. Any end-use customer intending to run distributed generating units in support of 
local load for the purpose of participating in this program must represent in writing to PJM that it 
holds all applicable environmental and use permits for running those generators.  Continuing 
participation in this program will be deemed as a continuing representation by the owner that 
each time its distributed generating unit is run in accordance with this program, it is being run in 
compliance with all applicable permits, including any emissions, run-time limit or other 
constraint on plant operations that may be imposed by such permits.  



 

Page 699 

8.5 Pre-Emergency Operations 
 
All participants in the Pre-Emergency Load Response Program shall be subject to the operation 
procedures herein, unless the participant can demonstrate its Demand Resource: (1) relies on 
Behind the Meter generation to fulfill its load reduction obligations; (2) the Demand Resource 
has environmental restrictions imposed on it by Applicable Laws and Regulations that limit the 
Demand Resource’s ability to operate only in emergency conditions; and (3) such limitation 
exists for any period of time.  For the purposes of Section 8, emergency conditions shall be 
defined either by the express terms of the Applicable Law or Regulation, or if not set forth 
therein shall be deemed to exist if PJM has declared a NERC Energy Emergency Alert Level 2, 
as defined in the applicable NERC Standards.  If these criteria are met, the participant shall be 
subject to the emergency operation procedures contained in Section 8.6.  In such case, the 
Curtailment Service Provider shall submit a request for the relevant Demand Resource(s) to be an 
emergency (versus pre-emergency) Demand Resource to the Office of the Interconnection, at the 
time the Registration Form is submitted in accordance with this Agreement.  A Curtailment 
Service Provider shall not submit a request for an exception unless it has done its due diligence 
to confirm that the Demand Resource meets the requirements referenced herein and has obtained 
from the end-use customer documentation supporting the exception request. The Curtailment 
Service Provider shall provide the Office of the Interconnection with a copy of such supporting 
documentation within three (3) bBusiness dDays of a request therefor.  Failure to provide such 
supporting documentation by the deadline shall result in the Demand Resource being subject to 
the pre-emergency procedures herein.   
 
PJM will initiate a pre-emergency event prior to the declaration of a Maximum Generation 
Emergency or an emergency event when practicable. A pre-emergency event is implemented 
when economic resources are not adequate to serve load and maintain reserves or maintain 
system reliability, and prior to proceeding into emergency procedures.  Understanding the 
primary responsibility of the Office of the Interconnection to maintain system security, the 
Office of the Interconnection will strive to exhaust, but it is not obligated to exhaust, all 
economic resources prior to initiating a pre-emergency event.  PJM will initiate an electronic 
message to Curtailment Service Providers notifying them of the pre-emergency event; 
Curtailment Service Providers are required to have the capability to retrieve this electronic 
message as described in the PJM Manuals.  Additionally, PJM will post the pre-emergency event 
information on the PJM website and issue a separate All-Call message.  
 
Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily 
may reduce load; and (ii) participants in the Full Program Option are required to reduce load 
unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 
will dispatch the resources of all Emergency Load Response Program participants (not already 
dispatched under the Economic Load Response Program) based on the availability, location, 
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to 
transmission constraints in the PJM Region.  To give PJM dispatchers the flexibility to address 
reliability concerns in the most effective and timely manner and invoke the resources that offer 
the most assurance of effective relief of emergency conditions, the dispatch of Demand 
Resources may not be based solely on the least-cost resources since such dispatch shall be based 
not only on price, but also on availability, location, minimum notification time and/or quantity of 
megawatts of load or load reduction needed. 
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The dispatch price of Full Program Option resources and Energy Only Option resources in the 
Pre-Emergency Load Response Program are eligible to set the real time Locational Marginal 
Prices (“LMP”) when the Office of the Interconnection has implemented pre-emergency 
procedures and such resources are required to reduce demand in the PJM Region and as 
described in Section 2 of Schedule 1 of the PJM Operating Agreement and the parallel 
provisions of Attachment K-Appendix of the PJM Tariff.  Energy Only Option resources must 
also satisfy PJM’s telemetry requirements. 
 
Curtailment Service Providers with resources registered to participate in the Emergency Load 
Response and Pre-Emergency Load Response Programs must provide real-time operational data 
regarding the availability and status of their resources to PJM, and comply with operational 
procedures, as described in detail in the PJM Manuals.   
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8.7 Verification 
 
PJM requires that the load reduction meter data be submitted to PJM within 60 days of the Load 
Management Event. If the data are not received within 60 days, no payment for participation 
shall be provided. Meter data must be provided for all hours during the day of the Load 
Management Event or the Load Management performance test, and for all hours during any 
other days as required by the Office of the Interconnection to calculate the load reduction.  
 
These data files are to be communicated to PJM either via the Load Response Program web site 
or email. Files that are emailed must be in the PJM-approved file format. Meter data will be 
forwarded to the electric distribution company upon receipt, and these parties will then have ten 
(10) bBusiness dDays to provide feedback to PJM.   
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SCHEDULE 2 -  
COMPONENTS OF COST 

 
 (a) Each Market Participant obligated to sell energy on the PJM Interchange Energy 
Market at cost-based rates may include the following components or their equivalent in the 
determination of costs for energy supplied to or from the PJM Region: 
 
  For generating units powered by boilers 
  Firing-up cost 
  Peak-prepared-for maintenance cost 
      
  For generating units powered by machines 
  Starting cost from cold to synchronized operation 
  For all generating units 
  Incremental fuel cost 
  Incremental maintenance cost 
  No-load cost during period of operation 
  Incremental labor cost 
  Other incremental operating costs 
 
 For a generating unit that is subject to operational limitations due to energy or 
environmental limitations imposed on the generating unit by Applicable Laws and Regulations 
(as defined in the PJM Tariff), the Market Participant may include in the calculation of its “other 
incremental operating costs” an amount reflecting the unit-specific Energy Market Opportunity 
Costs expected to be incurred. Such unit-specific Energy Market Opportunity Costs are 
calculated by forecasting Locational Marginal Prices based on future contract prices for 
electricity using PJM Western Hub forward prices, taking into account historical variability and 
basis differentials for the bus at which the generating unit is located for the prior three year 
period immediately preceding the relevant compliance period, and subtract therefrom the 
forecasted costs to generate energy at the bus at which the generating unit is located, as specified 
in more detail in PJM Manual 15.  If the difference between the forecasted Locational Marginal 
Prices and forecasted costs to generate energy is negative, the resulting Energy Market 
Opportunity Cost shall be zero.  Notwithstanding the foregoing, a Market Participant may submit 
a request to PJM for consideration and approval of an alternative method of calculating its 
Energy Market Opportunity Cost if the standard methodology described herein does not 
accurately represent the Market Participant’s Energy Market Opportunity Cost. 
 

For a generating unit that is subject to operational limitations because it only has a 
limited number of starts or available run hours resulting from (i) the physical equipment 
limitations of the unit, for up to one year, due to original equipment manufacturer 
recommendations or insurance carrier restrictions, or (ii) a fuel supply limitation, for up to one 
year, resulting from an event of Catastrophic Force Majeure, the Market Participant may include 
in the calculation of its “other incremental operating costs” an amount reflecting the unit-specific 
Non-Regulatory Opportunity Costs expected to be incurred.  Such unit-specific Non-Regulatory 
Opportunity Costs are calculated by forecasting Locational Marginal Prices based on future 
contract prices for electricity using PJM Western Hub forward prices, taking into account 
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historical variability and basis differentials for the bus at which the generating unit is located for 
the prior three year period immediately preceding the period of time in which the unit is bound 
by the referenced restrictions, and subtract therefrom the forecasted costs to generate energy at 
the bus at which the generating unit is located, as specified in more detail in PJM Manual 15. If 
the difference between the forecasted Locational Marginal Prices and forecasted costs to 
generate energy is negative, the resulting Non-Regulatory Opportunity Cost shall be zero.  
 
 (b) All fuel costs shall employ the marginal fuel price experienced by the Member. 
 
 (c) The PJM Board, upon consideration of the advice and recommendations of the 
Members Committee, shall from time to time define in detail the method of determining the costs 
entering into the said components, and the Members shall adhere to such definitions in the 
preparation of incremental costs used on the Interconnection. 
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4.4 Selection of Arbitrator(s). 
 
The parties to a dispute for which arbitration has been demanded may agree on any person to 
serve as a single arbitrator, or shall endeavor in good faith to agree on a single arbitrator from a 
list of arbitrators prepared for the dispute by the Alternate Dispute Resolution Coordinator and 
delivered to the parties by facsimile or other electronic means promptly after receipt by the 
Alternate Dispute Resolution Coordinator of a demand for arbitration.  The Alternate Dispute 
Resolution Coordinator may draw from the lists of arbitrators maintained by the established 
dispute resolution committee of an Applicable Regional Entity, as the Alternate Dispute 
Resolution Coordinator deems appropriate.  In the event the Office of the Interconnection is one 
of the parties to the dispute, the Alternate Dispute Resolution Coordinator shall distribute the 
names of all qualified arbitrators on the Alternate Dispute Resolution Coordinator’s list. If the 
parties are unable to agree on a single arbitrator by the fourteenth day following delivery of the 
foregoing list of arbitrators or such other date as agreed to by the parties, then not later than the 
end of the seventh bBusiness dDay thereafter the party or parties demanding arbitration on the 
one hand, and the party or parties responding to the demand for arbitration on the other, shall 
each designate an arbitrator from a list for the dispute prepared by the Alternate Dispute 
Resolution Coordinator.  The arbitrators so chosen shall then choose a third arbitrator. 
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1.3 Establishment of Committees. 
 
(a) The Planning Committee shall be open to participation by (i) all Transmission 
Customers, as that term is defined in the PJM Tariff, and applicants for transmission 
service; (ii) any other entity proposing to provide Transmission Facilities to be integrated 
into the PJM Region; (iii) all Members; (iv) the electric utility regulatory agencies within 
the States in the PJM Region and the State Consumer Advocates; and (v) any other 
interested entities or persons and shall provide technical advice and assistance to the 
Office of the Interconnection in all aspects of its regional planning functions.  The 
Transmission Owners shall supply representatives to the Planning Committee, and other 
Members may provide representatives as they deem appropriate, to provide the data, 
information, and support necessary for the Office of the Interconnection to perform 
studies as required and to develop the Regional Transmission Expansion Plan. 
 
(b) The Transmission Expansion Advisory Committee established by the Office of 
the Interconnection will meet periodically with representatives of the Office of the 
Interconnection to provide advice and recommendations to the Office of the 
Interconnection to aid in the development of the Regional Transmission Expansion Plan.  
The Transmission Expansion Advisory Committee participants shall be given an 
opportunity to provide advice and recommendations for consideration by the Office of 
the Interconnection regarding sensitivity studies, modeling assumption variations, 
scenario analyses, and Public Policy Objectives in the studies and analyses to be 
conducted by the Office of the Interconnection.  The Transmission Expansion Advisory 
Committee participants shall be given the opportunity to review and provide advice and 
recommendations on the projects to be included in the Regional Transmission Expansion 
Plan.  The Transmission Expansion Advisory Committee meetings shall include 
discussions addressing interregional planning issues, as required.   The Transmission 
Expansion Advisory Committee shall be open to participation by:  (i) all Transmission 
Customers, as that term is defined in the PJM Tariff, and applicants for transmission 
service; (ii) any other entity proposing to provide Transmission Facilities to be integrated 
into the PJM Region; (iii) all Members; (iv) the electric utility regulatory agencies within 
the States in the PJM Region, the Independent State Agencies Committee, and the State 
Consumer Advocates; and (v) any other interested entities or persons.  The Transmission 
Expansion Advisory Committee shall be governed by the Transmission Expansion 
Advisory Committee rules and procedures set forth in the PJM Regional Planning 
Process Manual (PJM Manual M-14 series) and by the rules and procedures applicable to 
PJM committees. 
 
(c) The Subregional RTEP Committees established by the Office of the 
Interconnection shall facilitate the development and review of the Subregional RTEP 
Projects.  The Subregional RTEP Committees will be responsible for the initial review of 
the Subregional RTEP Projects, and to provide recommendations to the Transmission 
Expansion Advisory Committee concerning the Subregional RTEP Projects.  A 
Subregional RTEP Committee may of its own accord or at the request of a Subregional 
RTEP Committee participant, also refer specific Subregional RTEP Projects to the 
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Transmission Expansion Advisory Committee for further review, advice and 
recommendations. 
 
(d) The Subregional RTEP Committees shall be responsible for the timely review of 
the criteria, assumptions and models used to identify reliability criteria violations, 
economic constraints, or to consider Public Policy Requirements, proposed solutions 
prior to finalizing the Local Plan, the coordination and integration of the Local Plans into 
the RTEP, and addressing any stakeholder issues unresolved in the Local Plan process.  
The Subregional RTEP Committees will be provided sufficient opportunity to review and 
provide written comments on the criteria, assumptions, and models used in local planning 
activities prior to finalizing the Local Plan.  The Subregional RTEP Committees meetings 
shall include discussions addressing interregional planning issues, as required.  Once 
finalized, the Subregional RTEP Committees will be provided sufficient opportunity to 
review and provide written comments on the Local Plans as integrated into the RTEP, 
prior to the submittal of the final Regional Transmission Expansion Plan to the PJM 
Board for approval.  In addition, the Subregional RTEP Committees will provide 
sufficient opportunity to review and provide written comments to the Transmission 
Owners on any Supplemental Projects included in the Local Plan. 
 
(e) The Subregional RTEP Committees shall be open to participation by:  (i) all 
Transmission Customers, as that term is defined in the PJM Tariff, and applicants for 
transmission service; (ii) any other entity proposing to provide Transmission Facilities to 
be integrated into the PJM Region; (iii) all Members; (iv) the electric utility regulatory 
agencies within the States in the PJM Region, the Independent State Agencies 
Committee, and the State Consumer Advocates and (v) any other interested entities or 
persons. 
 
(f) Each Subregional RTEP Committee shall schedule and facilitate a minimum of 
one Subregional RTEP Committee meeting to review the criteria, assumptions and 
models to identify reliability criteria violations, economic constraints, or to consider 
Public Policy Requirements.  Each Subregional RTEP Committee shall schedule and 
facilitate an additional Subregional RTEP Committee meeting, per planning cycle, and as 
required to review the identified criteria violations and potential solutions.  The 
Subregional RTEP Committees may facilitate additional meetings to incorporate more 
localized areas in the subregional planning process.  At the discretion of the Office of the 
Interconnection, a designated Transmission Owner may facilitate Subregional RTEP 
Committee meeting(s), or the additional meetings incorporating the more localized areas.   
 
(g) The Subregional RTEP Committees shall be governed by the Transmission 
Expansion Advisory Committee rules and procedures set forth in the PJM Regional 
Planning Process Manual (Manual M-14 series) and by the rules and procedures 
applicable to PJM committees. 
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1.5 Procedure for Development of the Regional Transmission Expansion Plan. 
 
1.5.1 Commencement of the Process. 
 
(a) The Office of the Interconnection shall initiate the enhancement and expansion study 
process if:  (i) required as a result of a need for transfer capability identified by the Office of the 
Interconnection in its evaluation of requests for interconnection with the Transmission System or 
for firm transmission service with a term of one year or more; (ii) required to address a need 
identified by the Office of the Interconnection in its on-going evaluation of the Transmission 
System’s market efficiency and operational performance; (iii) required as a result of the Office of 
the Interconnection’s assessment of the Transmission System’s compliance with NERC 
Reliability Standards, more  stringent reliability criteria, if any, or PJM planning and operating 
criteria; (iv) required to address constraints or available transfer capability shortages, including, 
but not limited to, available transfer capability shortages that prevent the simultaneous feasibility 
of stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of Schedule 1 of this 
Agreement, constraints or shortages as a result of expected generation retirements, constraints or 
shortages based on an evaluation of load forecasts, or system reliability needs arising from 
proposals for the addition of Transmission Facilities in the PJM Region; or (v) expansion of the 
Transmission System is proposed by one or more Transmission Owners, Interconnection 
Customers, Network Service Users or Transmission Customers, or any party that funds Network 
Upgrades pursuant to Section 7.8 of Schedule 1 of this Agreement.  The Office of the 
Interconnection may initiate the enhancement and expansion study process to address or 
consider, where appropriate, requirements or needs arising from sensitivity studies, modeling 
assumption variations, scenario analyses, and Public Policy Objectives. 
 
(b) The Office of the Interconnection shall notify the Transmission Expansion Advisory 
Committee participants of, as well as publicly notice, the commencement of an enhancement and 
expansion study.  The Transmission Expansion Advisory Committee participants shall notify the 
Office of the Interconnection in writing of any additional transmission considerations they would 
like to have included in the Office of the Interconnection’s analyses. 
 
1.5.2 Development of Scope, Assumptions and Procedures. 
 
Once the need for an enhancement and expansion study has been established, the Office of the 
Interconnection shall consult with the Transmission Expansion Advisory Committee and the 
Subregional RTEP Committees, as appropriate, to prepare the study’s scope, assumptions and 
procedures. 
 
1.5.3 Scope of Studies. 
 
In conducting the enhancement and expansion studies, the Office of the Interconnection shall not 
limit its analyses to bright line tests to identify and evaluate potential Transmission System 
limitations, violations of planning criteria, or transmission needs.  In addition to the bright line 
tests, the Office of the Interconnection shall employ sensitivity studies, modeling assumption 
variations, and scenario analyses, and shall also consider Public Policy Objectives in the studies 
and analyses, so as to mitigate the possibility that bright line metrics may inappropriately include 
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or exclude transmission projects from the transmission plan.  Sensitivity studies, modeling 
assumption variations, and scenario analyses shall take account of potential changes in expected 
future system conditions, including, but not limited to, load levels, transfer levels, fuel costs, the 
level and type of generation, generation patterns (including, but not limited to, the effects of 
assumptions regarding generation that is at risk for retirement and new generation to satisfy 
Public Policy Objectives), demand response, and uncertainties arising from estimated times to 
construct transmission upgrades.  The Office of the Interconnection shall use the sensitivity 
studies, modeling assumption variations and scenario analyses in evaluating and choosing among 
alternative solutions to reliability, market efficiency and operational performance needs.  The 
Office of the Interconnection shall provide the results of its studies and analyses to the 
Transmission Expansion Advisory Committee to consider the impact that sensitivities, 
assumptions, and scenarios may have on Transmission System needs and the need for 
transmission enhancements or expansions.  Enhancement and expansion studies shall be 
completed by the Office of the Interconnection in collaboration with the affected Transmission 
Owners, as required.  In general, enhancement and expansion studies shall include: 
 
(a) An identification of existing and projected limitations on the Transmission System’s 
physical, economic and/or operational capability or performance, with accompanying 
simulations to identify the costs of controlling those limitations.  Potential enhancements and 
expansions will be proposed to mitigate limitations controlled by non-economic means. 
 
(b) Evaluation and analysis of potential enhancements and expansions, including alternatives 
thereto, needed to mitigate such limitations. 
 
(c) Identification, evaluation and analysis of potential transmission expansions and 
enhancements, demand response programs, and other alternative technologies as appropriate to 
maintain system reliability. 
 
(d) Identification, evaluation and analysis of potential enhancements and expansions for the 
purposes of supporting competition, market efficiency, operational performance, and Public 
Policy Requirements in the PJM Region. 
 
(e) Identification, evaluation and analysis of upgrades to support Incremental Auction 
Revenue Rights requested pursuant to Section 7.8 of Schedule 1 of this Agreement. 
 
(f) Identification, evaluation and analysis of upgrades to support all transmission customers, 
including native load and network service customers. 
 
(g) Engineering studies needed to determine the effectiveness and compliance of 
recommended enhancements and expansions, with the following PJM criteria:  system reliability, 
operational performance, and market efficiency. 
 
(h) Identification, evaluation and analysis of potential enhancements and expansions 
designed to ensure that the Transmission System’s capability can support the simultaneous 
feasibility of all stage 1A Auction Revenue Rights allocated pursuant to Section 7.4.2(b) of 
Schedule 1 of this Agreement.  Enhancements and expansions related to stage 1A Auction 
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Revenue Rights identified pursuant to this Section shall be recommended for inclusion in the 
Regional Transmission Expansion Plan together with a recommended in-service date based on 
the results of the ten (10) year stage 1A simultaneous feasibility analysis.  Any such 
recommended enhancement or expansion under this Section 1.5.3(h) shall include, but shall not 
be limited to, the reason for the upgrade, the cost of the upgrade, the cost allocation identified 
pursuant to Section 1.5.6(l) of Schedule 6 of this Agreement and an analysis of the benefits of 
the enhancement or expansion, provided that any such upgrades will not be subject to a market 
efficiency cost/benefit analysis. 
 
1.5.4 Supply of Data. 
 
(a) The Transmission Owners shall provide to the Office of the Interconnection on an annual 
or periodic basis as specified by the Office of the Interconnection, any information and data 
reasonably required by the Office of the Interconnection to perform the Regional Transmission 
Expansion Plan, including but not limited to the following:  (i) a description of the total load to 
be served from each substation; (ii) the amount of any interruptible loads included in the total 
load (including conditions under which an interruption can be implemented and any limitations 
on the duration and frequency of interruptions); (iii) a description of all generation resources to 
be located in the geographic region encompassed by the Transmission Owner’s transmission 
facilities, including unit sizes, VAR capability, operating restrictions, and any must-run unit 
designations required for system reliability or contract reasons; the (iv) current Local Plan; and 
(v) all criteria, assumptions and models used in the current Local Plan.  The data required under 
this Section shall be provided in the form and manner specified by the Office of the 
Interconnection. 
 
(b) In addition to the foregoing, the Transmission Owners, those entities requesting 
transmission service and any other entities proposing to provide Transmission Facilities to be 
integrated into the PJM Region shall supply any other information and data reasonably required 
by the Office of the Interconnection to perform the enhancement and expansion study. 
 
(c) The Office of the Interconnection also shall solicit from the Members, Transmission 
Customers and other interested parties, including but not limited to electric utility regulatory 
agencies within the States in the PJM Region, Independent State Agencies Committee, and the 
State Consumer Advocates, information required by, or anticipated to be useful to, the Office of 
the Interconnection in its preparation of the enhancement and expansion study, including 
information regarding potential sensitivity studies, modeling assumption variations, scenario 
analyses, and Public Policy Objectives that may be considered. 
 
(d) The Office of the Interconnection shall supply to the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees reasonably required information and data 
utilized to develop the Regional Transmission Expansion Plan.  Such information and data shall 
be provided pursuant to the appropriate protection of confidentiality provisions and Office of the 
Interconnection’s CEII process. 
 
(e) The Office of the Interconnection shall provide access through the PJM website, to the 
Transmission Owner’s Local Plan, including all criteria, assumptions and models used by the 
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Transmission Owners in developing their respective Local Plan (“Local Plan Information”).  
Local Plan Information shall be provided consistent with: (1) any applicable confidentiality 
provisions set forth in Section 18.17 of this Operating Agreement; (2) the Office of the 
Interconnection’s CEII process; and (3) any applicable copyright limitations.  Notwithstanding 
the foregoing, the Office of the Interconnection may share with a third party Local Plan 
Information that has been designated as confidential, pursuant to the provisions for such 
designation as set forth in Section 18.17 of this Operating Agreement and subject to: (i) 
agreement by the disclosing Transmission Owner consistent with the process set forth in this 
Operating Agreement; and (ii) an appropriate non-disclosure agreement to be executed by PJM 
Interconnection, L.L.C., the Transmission Owner and the requesting third party.  With the 
exception of confidential, CEII and copyright protected information, Local Plan Information will 
be provided for full review by the Planning Committee, the Transmission Expansion Advisory 
Committee, and the Subregional RTEP Committees. 
 
1.5.5 Coordination of the Regional Transmission Expansion Plan. 
 
(a) The Regional Transmission Expansion Plan shall be developed in accordance with the 
principles of interregional coordination with the Transmission Systems of the surrounding 
Regional Entities and with the local transmission providers, through the Transmission Expansion 
Advisory Committee and the Subregional RTEP Committee. 
 
(b) The Regional Transmission Expansion Plan shall be developed taking into account the 
processes for coordinated regional transmission expansion planning established under the 
following agreements:   
 

• Joint Operating Agreement Between the Midwest Independent System Operator, Inc. and 
PJM Interconnection, L.L.C., which is found at 
http://www.pjm.com/~/media/documents/agreements/joa-complete.ashx;  
 

• Northeastern ISO/RTO Planning Coordination Protocol, which is described at Schedule 
6-B and found at http://www.pjm.com/~/media/documents/agreements/northeastern-iso-
rto-planning-coordination-protocol.ashx;  

 
• Joint Operating Agreement Among and Between New York Independent System 

Operator Inc., which is found at 
http://www.pjm.com/~/media/documents/agreements/nyiso-pjm.ashx;  

 
• Interregional Transmission Coordination Between the SERTP and PJM Regions, which is 

found at Schedule 6-A of this Agreement;  
 

• Allocation of Costs of Certain Interregional Transmission Projects Located in the PJM 
and SERTP Regions, which is located at Schedule 12-B of the PJM Open Access 
Transmission Tariff;  

 
• Joint Reliability Coordination Agreement Between the Midwest Independent System 

Operator, Inc.; PJM Interconnection, L.L.C. and Progress Energy Carolinas.   

http://www.pjm.com/%7E/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/%7E/media/documents/agreements/northeastern-iso-rto-planning-coordination-protocol.ashx
http://www.pjm.com/%7E/media/documents/agreements/nyiso-pjm.ashx
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(i) Coordinated regional transmission expansion planning shall also incorporate input from 
parties that may be impacted by the coordination efforts, including but not limited to, the 
Members, Transmission Customers, electric utility regulatory agencies in the PJM Region, 
and the State Consumer Advocates, in accordance with the terms and conditions of the 
applicable regional coordination agreements. 
 
(ii) An entity, including existing Transmission Owners and Nonincumbent Developers, may 
submit potential Interregional Transmission Projects pursuant to Section 1.5.8 of this 
Schedule 6.  

 
(c) The Regional Transmission Expansion Plan shall be developed by the Office of the 
Interconnection in consultation with the Transmission Expansion Advisory Committee during 
the enhancement and expansion study process. 
 
(d) The Regional Transmission Expansion Plan shall be developed taking into account the 
processes for coordination of the regional and subregional systems. 
 
1.5.6 Development of the Recommended Regional Transmission Expansion Plan. 
 
(a) The Office of the Interconnection shall be responsible for the development of the 
Regional Transmission Expansion Plan and for conducting the studies, including sensitivity 
studies and scenario analyses on which the plan is based.  The Regional Transmission Expansion 
Plan, including the Regional RTEP Projects, the Subregional RTEP Projects and the 
Supplemental Projects shall be developed through an open and collaborative process with 
opportunity for meaningful participation through the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees. 
 
(b) The Transmission Expansion Advisory Committee and the Subregional RTEP 
Committees shall each facilitate a minimum of one initial assumptions meeting to be scheduled 
at the commencement of the Regional Transmission Expansion Plan process.  The purpose of the 
assumptions meeting shall be to provide an open forum to discuss the following:  (i) the 
assumptions to be used in performing the evaluation and analysis of the potential enhancements 
and expansions to the Transmission Facilities; (ii) Public Policy Requirements identified by the 
states for consideration in the Office of the Interconnection’s transmission planning analyses; 
(iii) Public Policy Objectives identified by stakeholders for consideration in the Office of the 
Interconnection’s transmission planning analyses; (iii) the impacts of regulatory actions, 
projected changes in load growth, demand response resources, energy efficiency programs, price 
responsive demand, generating additions and retirements, market efficiency and other trends in 
the industry; and (iv) alternative sensitivity studies, modeling assumptions and scenario analyses 
proposed by the Committee participants.  Prior to the initial assumptions meeting, Committee 
participants will be afforded the opportunity to provide input and submit suggestions regarding 
the information identified in items (i) through (iv) of this subsection.  Following the assumptions 
meeting and prior to performing the evaluation and analyses, the Office of the Interconnection 
shall determine the range of assumptions to be used in the studies and scenario analyses, based 
on the advice and recommendations of the Transmission Expansion Advisory Committee and 
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Subregional RTEP Committees and the validation of Public Policy Requirements and assessment 
and prioritization of Public Policy Objectives by the states through the Independent State 
Agencies Committee.  The Office of the Interconnection shall document and publicly post its 
determination for review.  Such posting shall include an explanation of those Public Policy 
Requirements and Public Policy Objectives adopted at the assumptions stage to be used in 
performing the evaluation and analysis of the potential enhancements and expansions to the 
Transmission System and an explanation of why other Public Policy Requirements and Public 
Policy Objectives introduced by stakeholders at the assumptions stage were not adopted. 
 
(c) After the assumptions meeting(s), the Transmission Expansion Advisory Committee and 
the Subregional RTEP Committees shall facilitate additional meetings and shall post all 
communications required to provide early opportunity for the committee participants (as defined 
in Sections 1.3(b) and 1.3(c) of this Schedule 6) to review and evaluate the following arising 
from the studies performed by the Office of the Interconnection, including sensitivity studies and 
scenario analyses:  (i) any identified violations of reliability criteria and analyses of the market 
efficiency and operational performance of the Transmission System; (ii) potential transmission 
solutions, including any acceleration, deceleration or modifications of a potential expansion or 
enhancement based on the results of sensitivities studies and scenario analyses; and (iii) the 
proposed Regional Transmission Expansion Plan.  These meetings will be scheduled as deemed 
necessary by the Office of the Interconnection or upon the request of the Transmission 
Expansion Advisory Committee or the Subregional RTEP Committees.  The Office of the 
Interconnection will provide updates on the status of the development of the Regional 
Transmission Expansion Plan at these meetings or at the regularly scheduled meetings of the 
Planning Committee. 
 
(d) In addition, the Office of the Interconnection shall facilitate periodic meetings with the 
Independent State Agencies Committee to discuss: (i) the assumptions to be used in performing 
the evaluation and analysis of the potential enhancements and expansions to the Transmission 
Facilities; (ii) regulatory initiatives, as appropriate, including state regulatory agency initiated 
programs, and other Public Policy Objectives, to consider including in the Office of the 
Interconnection’s transmission planning analyses; (iii) the impacts of regulatory actions, 
projected changes in load growth, demand response resources, energy efficiency programs, 
generating capacity, market efficiency and other trends in the industry; and (iv) alternative 
sensitivity studies, modeling assumptions and scenario analyses proposed by Independent State 
Agencies Committee.  At such meetings, the Office of the Interconnection also shall discuss the 
current status of the enhancement and expansion study process.  The Independent State Agencies 
Committee may request that the Office of Interconnection schedule additional meetings as 
necessary.  The Office of the Interconnection shall inform the Transmission Expansion Advisory 
Committee and the Subregional RTEP Committees, as appropriate, of the input of the 
Independent State Agencies Committee and shall consider such input in developing the range of 
assumptions to be used in the studies and scenario analyses described in Section (b), above. 
 
(e) Upon completion of its studies and analysis, including sensitivity studies and scenario 
analyses the Office of the Interconnection shall post on the PJM website the violations, system 
conditions, economic constraints, and Public Policy Requirements as detailed in Section 1.5.8(b) 
of this Schedule 6 to afford entities an opportunity to submit proposed enhancements or 
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expansions to address the posted violations, system conditions, economic constraints and Public 
Policy Requirements as provided for in Section 1.5.8(c) of this Schedule 6.  Following the close 
of a proposal window, the Office of the Interconnection shall:  (i) post all proposals submitted 
pursuant to Section 1.5.8(c) of this Schedule 6; (ii) consider proposals submitted during the 
proposal windows consistent with Section 1.5.8(d) of this Schedule 6 and develop a 
recommended plan.  Following review by the Transmission Expansion Advisory Committee of 
proposals, the Office of the Interconnection, based on identified needs and the timing of such 
needs, and taking into account the sensitivity studies, modeling assumption variations and 
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall determine, which 
more efficient or cost-effective enhancements and expansions shall be included in the 
recommended plan, including solutions identified as a result of the sensitivity studies, modeling 
assumption variations, and scenario analyses, that may accelerate, decelerate or modify a 
potential reliability, market efficiency or operational performance expansion or enhancement 
identified as a result of the sensitivity studies, modeling assumption variations and scenario 
analyses, shall be included in the recommended plan.  The Office of the Interconnection shall 
post the proposed recommended plan for review and comment by the Transmission Expansion 
Advisory Committee.  The Transmission Expansion Advisory Committee shall facilitate open 
meetings and communications as necessary to provide opportunity for the Transmission 
Expansion Advisory Committee participants to collaborate on the preparation of the 
recommended enhancement and expansion plan.  The Office of the Interconnection also shall 
invite interested parties to submit comments on the plan to the Transmission Expansion Advisory 
Committee and to the Office of the Interconnection before submitting the recommended plan to 
the PJM Board for approval. 
 
(f) The recommended plan shall separately identify enhancements and expansions for the 
three PJM subregions, the PJM Mid-Atlantic Region, the PJM West Region, and the PJM South 
Region, and shall incorporate recommendations from the Subregional RTEP Committees. 
 
(g) The recommended plan shall separately identify enhancements and expansions that are 
classified as Supplemental Projects. 
 
(h) The recommended plan shall identify enhancements and expansions that relieve 
transmission constraints and which, in the judgment of the Office of the Interconnection, are 
economically justified. Such economic expansions and enhancements shall be developed in 
accordance with the procedures, criteria and analyses described in Sections 1.5.7 and 1.5.8 of 
this Schedule 6. 
 
(i) The recommended plan shall identify enhancements and expansions proposed by a state 
or states pursuant to Section 1.5.9 of this Schedule 6.  
 
(j) The recommended plan shall include proposed Merchant Transmission Facilities within 
the PJM Region and any other enhancement or expansion of the Transmission System requested 
by any participant which the Office of the Interconnection finds to be compatible with the 
Transmission System, though not required pursuant to Section 1.1, provided that (1) the 
requestor has complied, to the extent applicable, with the procedures and other requirements of 
Parts IV and VI of the PJM Tariff; (2) the proposed enhancement or expansion is consistent with 
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applicable reliability standards, operating criteria and the purposes and objectives of the regional 
planning protocol; (3) the requestor shall be responsible for all costs of such enhancement or 
expansion (including, but not necessarily limited to, costs of siting, designing, financing,  
constructing, operating and maintaining the pertinent facilities), and (4) except as otherwise 
provided by Parts IV and VI of the PJM Tariff with respect to Merchant Network Upgrades, the 
requestor shall accept responsibility for ownership, construction, operation and maintenance of 
the enhancement or expansion through an undertaking satisfactory to the Office of the 
Interconnection. 
 
(k) For each enhancement or expansion that is included in the recommended plan, the plan 
shall consider, based on the planning analysis: other input from participants, including any 
indications of a willingness to bear cost responsibility for such enhancement or expansion; and, 
when applicable, relevant projects being undertaken to ensure the simultaneous feasibility of 
Stage 1A ARRs, to facilitate Incremental ARRs pursuant to the provisions of Section 7.8 of 
Schedule 1 of this Agreement, or to facilitate upgrades pursuant to Parts II, III, or VI of the PJM 
Tariff, and designate one or more Transmission Owners or other entities to construct, own and, 
unless otherwise provided, finance the recommended transmission enhancement or expansion.  
Any designation under this paragraph of one or more entities to construct, own and/or finance a 
recommended transmission enhancement or expansion shall also include a designation of partial 
responsibility among them. Nothing herein shall prevent any Transmission Owner or other entity 
designated to construct, own and/or finance a recommended transmission enhancement or 
expansion from agreeing to undertake its responsibilities under such designation jointly with 
other Transmission Owners or other entities. 
 
(l) Based on the planning analysis and other input from participants, including any 
indications of a willingness to bear cost responsibility for an enhancement or expansion, the 
recommended plan shall, for any enhancement or expansion that is included in the plan, 
designate (1) the Market Participant(s) in one or more Zones, or any other party that has agreed 
to fully fund upgrades pursuant to this Agreement or the PJM Tariff, that will bear cost 
responsibility for such enhancement or expansion, as and to the extent provided by any provision 
of the PJM Tariff or this Agreement, (2) in the event and to the extent that no provision of the 
PJM Tariff or this Agreement assigns cost responsibility, the Market Participant(s) in one or 
more Zones from which the cost of such enhancement or expansion shall be recovered through 
charges established pursuant to Schedule 12 of the Tariff, and (3) in the event and to the extent 
that the Coordinated System Plan developed under the Joint Operating Agreement Between the 
Midwest Independent System Operator, Inc. and PJM Interconnection, L.L.C. assigns cost 
responsibility, the Market Participant(s) in one or more Zones from which the cost of such 
enhancement or expansion shall be recovered. Any designation under clause (2) of the preceding 
sentence (A) shall further be based on the Office of the Interconnection’s assessment of the 
contributions to the need for, and benefits expected to be derived from, the pertinent 
enhancement or expansion by affected Market Participants and, (B) subject to FERC review and 
approval, shall be incorporated in any amendment to Schedule 12 of the PJM Tariff that 
establishes a Transmission Enhancement Charge Rate in connection with an economic expansion 
or enhancement developed under Sections 1.5.6(h) and 1.5.7 of this Schedule 6, (C) the costs 
associated with expansions and enhancements required to ensure the simultaneous feasibility of 
stage 1A Auction Revenue Rights allocated pursuant to Section 7 of Schedule 1 of this 
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Agreement shall (1) be allocated across transmission zones based on each zone’s stage 1A 
eligible Auction Revenue Rights flow contribution to the total stage 1A eligible Auction 
Revenue Rights flow on the facility that limits stage 1A ARR feasibility and (2) within each 
transmission zone the Network Service Users and Transmission Customers that are eligible to 
receive stage 1A Auction Revenue Rights shall be the Responsible Customers under Section (b) 
of Schedule 12 of the PJM Tariff for all expansions and enhancements included in the Regional 
Transmission Expansion Plan to ensure the simultaneous feasibility of stage 1A Auction 
Revenue Rights, and (D) the costs associated with expansions and enhancements required to 
reduce to zero the Locational Price Adder for LDAs as described in Section 15 of Attachment 
DD of OATT shall (1) be allocated across Zones based on each Zone’s pro rata share of load in 
such LDA and (2) within each Zone, to all LSEs serving load in such LDA pro rata based on 
such load. 
 
Any designation under clause (3), above, (A) shall further be based on the Office of the 
Interconnection’s assessment of the contributions to the need for, and benefits expected to be 
derived from, the pertinent enhancement or expansion by affected Market Participants, and (B), 
subject to FERC review and approval, shall be incorporated in an amendment to a Schedule of 
the PJM Tariff which establishes a charge in connection with the pertinent enhancement or 
expansion.  Before designating fewer than all customers using Point-to-Point Transmission 
Service or Network Integration Transmission Service within a Zone as customers from which the 
costs of a particular enhancement or expansion may be recovered, Transmission Provider shall 
consult, in a manner and to the extent that it reasonably determines to be appropriate in each such 
instance, with affected state utility regulatory authorities and stakeholders. When the plan 
designates more than one responsible Market Participant, it shall also designate the proportional 
responsibility among them. Notwithstanding the foregoing, with respect to any facilities that the 
Regional Transmission Expansion Plan designates to be owned by an entity other than a 
Transmission Owner, the plan shall designate that entity as responsible for the costs of such 
facilities. 
 
(m) Certain Regional RTEP Project(s) and Subregional RTEP Project(s) may not be required 
for compliance with the following PJM criteria:  system reliability, market efficiency or 
operational performance, pursuant to a determination by the Office of the Interconnection.  
These Supplemental Projects shall be separately identified in the RTEP and are not subject to 
approval by the PJM Board. 
 
1.5.7 Development of Economic-based Enhancements or Expansions. 
 
(a) Each year the Transmission Expansion Advisory Committee shall review and comment 
on the assumptions to be used in performing the market efficiency analysis to identify 
enhancements or expansions that could relieve transmission constraints that have an economic 
impact (“economic constraints”).  Such assumptions shall include, but not be limited to, the 
discount rate used to determine the present value of the Total Annual Enhancement Benefit and 
Total Enhancement Cost, and the annual revenue requirement, including the recovery period, 
used to determine the Total Enhancement Cost.  The discount rate shall be based on the 
Transmission Owners’ most recent after-tax embedded cost of capital weighted by each 
Transmission Owner’s total transmission capitalization.  Each year, each Transmission Owner 
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will be requested to provide the Office of the Interconnection with the Transmission Owner’s 
most recent after-tax embedded cost of capital, total transmission capitalization, and levelized 
carrying charge rate, including the recovery period.  The recovery period shall be consistent with 
recovery periods allowed by the Commission for comparable facilities.  Prior to PJM Board 
consideration of such assumptions, the assumptions shall be presented to the Transmission 
Expansion Advisory Committee for review and comment.  Following review and comment by 
the Transmission Expansion Advisory Committee, the Office of the Interconnection shall submit 
the assumptions to be used in performing the market efficiency analysis described in this Section 
1.5.7 to the PJM Board for consideration. 
 
(b) Following PJM Board consideration of the assumptions, the Office of the Interconnection 
shall perform a market efficiency analysis to compare the costs and benefits of: (i) accelerating 
reliability-based enhancements or expansions already included in the Regional Transmission 
Plan that if accelerated also could relieve one or more economic constraints; (ii) modifying 
reliability–based enhancements or expansions already included in the Regional Transmission 
Plan that as modified would relieve one or more economic constraints; and (iii) adding new 
enhancements or expansions that could relieve one or more economic constraints, but for which 
no reliability-based need has been identified.  Economic constraints include, but are not limited 
to, constraints that cause:  (1) significant historical gross congestion; (2) pro-ration of Stage 1B 
ARR requests as described in section 7.4.2(c) of Schedule 1 of this Agreement; or (3) significant 
simulated congestion as forecasted in the market efficiency analysis.  The timeline for the market 
efficiency analysis and comparison of the costs and benefits for items 1.5.7(b)(i-iii) is described 
in the PJM Manuals. 
 
(c) The process for conducting the market efficiency analysis described in subsection (b) 
above shall include the following: 
 
(i) The Office of the Interconnection shall identify and provide to the Transmission 
Expansion Advisory Committee a list of economic constraints to be evaluated in the market 
efficiency analysis. 
 
(ii) The Office of the Interconnection shall identify any planned reliability-based 
enhancements or expansions already included in the Regional Transmission Expansion Plan, 
which if accelerated would relieve such constraints, and present any such proposed reliability-
based enhancements and expansions to be accelerated to the Transmission Expansion Advisory 
Committee for review and comment.  The PJM Board, upon consideration of the advice of the 
Transmission Expansion Advisory Committee, thereafter shall consider and vote to approve any 
accelerations. 
 
(iii) The Office of the Interconnection shall evaluate whether including any additional 
Economic-based Enhancements or Expansions in the Regional Transmission Expansion Plan or 
modifications of existing Regional Transmission Expansion Plan reliability-based enhancements 
or expansions would relieve an economic constraint.  In addition, pursuant to Section 1.5.8(c) of 
this Schedule 6, any market participant may submit to the Office of the Interconnection a 
proposal to construct an additional Economic-based Enhancement or Expansion to relieve an 
economic constraint.  Upon completion of its evaluation, including consideration of any eligible 
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market participant proposed Economic-based Enhancements or Expansions, the Office of the 
Interconnection shall present to the Transmission Expansion Advisory Committee a description 
of new Economic-based Enhancements or Expansions for review and comment.  Upon 
consideration and advice of the Transmission Expansion Advisory Committee, the PJM Board 
shall consider any new Economic-based Enhancements or Expansions for inclusion in the 
Regional Transmission Plan and for those enhancements and expansions it approves, the PJM 
Board shall designate (a) the entity or entities that will be responsible for constructing and 
owning or financing the additional Economic-based Enhancements or Expansions, (b) the 
estimated costs of such enhancements and expansions, and (c) the market participants that will 
bear responsibility for the costs of the additional Economic-based Enhancements or Expansions 
pursuant to Section 1.5.6(l) of this Schedule 6.  In the event the entity or entities designated as 
responsible for construction, owning or financing a designated new Economic-based 
Enhancement or Expansion declines to construct, own or finance the new Economic-based 
Enhancement or Expansion, the enhancement or expansion will not be included in the Regional 
Transmission Expansion Plan but will be included in the report filed with the FERC in 
accordance with Sections 1.6 and 1.7 of this Schedule 6.  This report also shall include 
information regarding PJM Board approved accelerations of reliability-based enhancements or 
expansions that an entity declines to accelerate. 
 
(d) To determine the economic benefits of accelerating or modifying planned reliability-
based enhancements or expansions or of constructing additional Economic-based Enhancements 
or Expansions and whether such Economic-based Enhancements or Expansion are eligible for 
inclusion in the Regional Transmission Expansion Plan, the Office of the Interconnection shall 
perform and compare market simulations with and without the proposed accelerated or modified 
planned reliability-based enhancements or expansions or the additional Economic-based 
Enhancements or Expansions as applicable, using the Benefit/Cost Ratio calculation set forth 
below in this Section 1.5.7(d).  An Economic-based Enhancement or Expansion shall be included 
in the Regional Transmission Expansion Plan recommended to the PJM Board, if the relative 
benefits and costs of the Economic-based Enhancement or Expansion meet a Benefit/Cost Ratio 
Threshold of at least 1.25:1.  
 
 The Benefit/Cost Ratio shall be determined as follows: 
 

Benefit/Cost Ratio = [Present value of the Total Annual Enhancement Benefit for each of 
the first 15 years of the life of the enhancement or expansion] ÷ [Present value of the 
Total Enhancement Cost for each of the first 15 years of the life of the enhancement or 
expansion] 

 
  Where 
 

Total Annual Enhancement Benefit = Energy Market Benefit + Reliability Pricing 
Model Benefit 

 
  and 
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For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(i) of Schedule 12 of the PJM Tariff the Energy 
Market Benefit is as follows: 

 
Energy Market Benefit = [.50] * [Change in Total Energy Production 
Cost] + [.50] * [Change in Load Energy Payment]  

 
For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(v) of Schedule 12 of the PJM Tariff the Energy 
Market Benefit is as follows: 
 
 Energy Market Benefit = [1] * [Change in Load Energy Payment] 

   and 
 

Change in Total Energy Production Cost = [the estimated total 
annual fuel costs, variable O&M costs, and emissions costs of the 
dispatched resources in the PJM Region without the Economic-
based Enhancement or Expansion] – [the estimated total annual 
fuel costs, variable O&M costs, and emissions costs of the 
dispatched resources in the PJM Region with the Economic-based 
Enhancement or Expansion].  The change in costs for purchases 
from outside of the PJM Region and sales to outside the PJM 
Region will be captured, if appropriate.  Purchases will be valued 
at the Load Weighted LMP and sales will be valued at the 
Generation Weighted LMP. 

 
   and 
 

Change in Load Energy Payment = [the annual sum of (the hourly 
estimated zonal load megawatts for each Zone) * (the hourly 
estimated zonal Locational Marginal Price for each Zone without 
the Economic-based Enhancement or Expansion)] – [the annual 
sum of (the hourly estimated zonal load megawatts for each Zone) 
* (the hourly estimated zonal Locational Marginal Price for each 
Zone with the Economic-based Enhancement or Expansion)] – [the 
change in value of  transmission rights for each Zone with the 
Economic-based Enhancement or Expansion (as measured using 
currently allocated Auction Revenue Rights plus additional 
Auction Revenue Rights made available by the proposed 
acceleration or modification of the planned reliability-based 
enhancement or expansion or new Economic-based Enhancement 
or Expansion)].  The Change in the Load Energy Payment shall be 
the sum of the Change in the Load Energy Payment only of the 
Zones that show a decrease in the Load Energy Payment.  

 
  And 
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For economic-based enhancements and expansions for which cost responsibility 
is assigned pursuant to Section (b)(i) of Schedule 12 of the PJM Tariff the 
Reliability Pricing Benefit is as follows: 

 
Reliability Pricing Benefit = [.50] * [Change in Total System Capacity 
Cost] + [.50] * [Change in Load Capacity Payment] 

 
   and 
 

For economic-based enhancements or expansions for which cost responsibility is 
assigned pursuant to Section (b)(v) of Schedule 12 of the PJM Tariff the 
Reliability Pricing Benefit is as follows: 
 
Reliability Pricing Benefit = [1] * [Change in Load Capacity Payment] 
 

Change in Total System Capacity Cost = [the sum of (the 
megawatts that are estimated to be cleared in the Base Residual 
Auction under Attachment DD of the PJM Tariff) * (the prices that 
are estimated to be contained in the Sell Offers for each such 
cleared megawatt without the Economic-based Enhancement or 
Expansion) * (the number of days in the study year)] – [the sum of 
(the megawatts that are estimated to be cleared in the Base 
Residual Auction under Attachment DD of the PJM Tariff) * (the 
prices that are estimated to be contained in the Sell Offers for each 
such cleared megawatt with the Economic-based Enhancement or 
Expansion) * (the number of days in the study year)] 

 
   and 
 

Change in Load Capacity Payment = [the sum of (the estimated 
zonal load megawatts in each Zone) * (the estimated Final Zonal 
Capacity Prices under Attachment DD of the PJM Tariff without 
the Economic-based Enhancement or Expansion) * (the number of 
days in the study year)] – [the sum of (the estimated zonal load 
megawatts in each Zone) * (the estimated Final Zonal Capacity 
Prices under Attachment DD of the PJM Tariff with the Economic-
based Enhancement or Expansion) * (the number of days in the 
study year)].  The Change in Load Capacity Payment shall take 
account of the change in value of Capacity Transfer Rights in each 
Zone, including any additional Capacity Transfer Rights made 
available by the proposed acceleration or modification of the 
planned reliability-based enhancement or expansion or new 
Economic-based Enhancement or Expansion.  The Change in the 
Load Capacity Payment shall be the sum of the change in the Load 
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Capacity Payment only of the Zones that show a decrease in the 
Load Capacity Payment.  

 
  and 
 

Total Enhancement Cost (except for accelerations of planned reliability-
based enhancements or expansions) = the estimated annual revenue 
requirement for the Economic-based Enhancement or Expansion. 
 
Total Enhancement Cost (for accelerations of planned reliability-based 
enhancements or expansions) = the estimated change in annual revenue 
requirement resulting from the acceleration of the planned reliability-
based enhancement or expansion, taking account of all of the costs 
incurred that would not have been incurred but for the acceleration of the 
planned reliability-based enhancement or expansion. 

 
(e) For informational purposes only, to assist the Office of the Interconnection and the 
Transmission Expansion Advisory Committee in evaluating the economic benefits of 
accelerating planned reliability-based enhancements or expansions or of constructing a new 
Economic-based Enhancement or Expansion, the Office of the Interconnection shall calculate 
and post on the PJM website the change in the following metrics on a zonal and system-wide 
basis: (i) total energy production costs (fuel costs, variable O&M costs and emissions costs);(ii) 
total load energy payments (zonal load MW times zonal load Locational Marginal Price); (iii) 
total generator revenue from energy production (generator MW times generator Locational 
Marginal Price); (iv) Financial Transmission Right credits (as measured using currently allocated 
Auction Revenue Rights plus additional Auction Revenue Rights made available by the proposed 
acceleration or modification of a planned reliability-based enhancement or expansion or new 
Economic-based Enhancement or Expansion); (v) marginal loss surplus credit; and (vi) total 
capacity costs and load capacity payments under the Office of the Interconnection’s 
Commission-approved capacity construct.   
 
(f) To assure that new Economic-based Enhancements or Expansions included in the 
Regional Transmission Expansion Plan continue to be cost beneficial, the Office of the 
Interconnection annually shall review the costs and benefits of constructing such enhancements 
and expansions.  In the event that there are changes in these costs and benefits, the Office of the 
Interconnection shall review the changes in costs and benefits with the Transmission Expansion 
Advisory Committee and recommend to the PJM Board whether the new Economic-based 
Enhancements or Expansions continue to provide measurable benefits, as determined in 
accordance with subsection (d), and should remain in the Regional Transmission Expansion 
Plan.  The annual review of the costs and benefits of constructing new Economic-based 
Enhancements or Expansions included in the Regional Transmission Expansion Plan shall 
include review of changes in cost estimates of the Economic-based Enhancement or Expansion, 
and changes in system conditions, including but not limited to, changes in load forecasts, and 
anticipated Merchant Transmission Facilities, generation, and demand response, consistent with 
the requirements of Section 1.5.7(i) of this Schedule 6. 
 



 

Page 721 

(g) For new economic enhancements or expansions with costs in excess of $50 million, an 
independent review of such costs shall be performed to assure both consistency of estimating 
practices and that the scope of the new Economic-based Enhancements or Expansions is 
consistent with the new Economic-based Enhancements or Expansions as recommended in the 
market efficiency analysis. 
 
(h) At any time, market participants may submit to the Office of the Interconnection requests 
to interconnect Merchant Transmission Facilities or generation facilities pursuant to Parts IV and 
VI of the PJM Tariff that could address an economic constraint.  In the event the Office of the 
Interconnection determines that the interconnection of such facilities would relieve an economic 
constraint, the Office of the Interconnection may designate the project as a “market solution” 
and, in the event of such designation, Section 216 of the PJM Tariff, as applicable, shall apply to 
the project. 
 
(i) The assumptions used in the market efficiency analysis described in subsection (b) and 
any review of costs and benefits pursuant to subsection (f) shall include, but not be limited to, the 
following: 
 

(i) Timely installation of Qualifying Transmission Upgrades, that are 
committed to the PJM Region as a result of any Reliability Pricing 
Model Auction pursuant to Attachment DD of the PJM Tariff or 
any FRR Capacity Plan pursuant to Schedule 8.1 of the Reliability 
Assurance Agreement Among Load-Serving Entities in the PJM 
Region (“Reliability Assurance Agreement”). 

 
(ii) Availability of Generation Capacity Resources, that are committed 

to the PJM Region as a result of any Reliability Pricing Model 
Auction pursuant to Attachment DD of the PJM Tariff or any FRR 
Capacity Plan pursuant to Schedule 8.1 of the Reliability 
Assurance Agreement. 

 
(iii) Availability of Demand Resources that are committed to the PJM 

Region as a result of any Reliability Pricing Model Auction 
pursuant to Attachment DD of the PJM Tariff or any FRR 
Capacity Plan pursuant to Schedule 8.1 of the Reliability 
Assurance Agreement. 

 
(iv) Addition of Customer Facilities pursuant to an executed 

Interconnection Service Agreement, Facility Study Agreement or 
executed Interim Interconnection Service Agreement for which 
Interconnection Service Agreement is expected to be executed.  
Facilities with an executed Facilities Study Agreement may be 
excluded by the Office of the Interconnection after review with the 
Transmission Expansion Advisory Committee. 
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(v) Addition of Customer-Funded Upgrades pursuant to an executed 
Interconnection Construction Service Agreement or an Upgrade 
Construction Service Agreement. 

 
(vi) Expected level of demand response over at least the ensuing fifteen 

years based on analyses that consider historic levels of demand 
response, expected demand response growth trends, impact of 
capacity prices, current and emerging technologies.  

 
(vii) Expected levels of potential new generation and generation 

retirements over at least the ensuing fifteen years based on 
analyses that consider generation trends based on existing 
generation on the system, generation in the PJM interconnection 
queues and Capacity Resource Clearing Prices under Attachment 
DD of the PJM Tariff. If the Office of the Interconnection finds 
that the PJM reserve requirement is not met in any of its future 
year market efficiency analyses then it will model adequate future 
generation based on type and location of generation in existing 
PJM interconnection queues and, if necessary, add transmission 
enhancements to address congestion that arises from such 
modeling. 

 
(viii) Items (i) through (v) will be included in the market efficiency 

assumptions if qualified for consideration by the PJM Board.  In 
the event that any of the items listed in (i) through (v) above 
qualify for inclusion in the market efficiency analysis assumptions, 
however, because of the timing of the qualification the item was 
not included in the assumptions used in developing the most recent 
Regional Transmission Expansion Plan, the Office of the 
Interconnection, to the extent necessary, shall notify any entity 
constructing an Economic-based Enhancement or Expansion that 
may be affected by inclusion of such item in the assumptions for 
the next market efficiency analysis described in subsection (b) and 
any review of costs and benefits pursuant to subsection (f) that the 
need for the Economic-based Enhancement or Expansion may be 
diminished or obviated as a result of the inclusion of the qualified 
item in the assumptions for the next annual market efficiency 
analysis or review of costs and benefits. 

 
(j) For informational purposes only, with regard to Economic-based Enhancements or 
Expansions that are included in the Regional Transmission Expansion Plan pursuant to 
subsection (d) of this Section 1.5.7, the Office of the Interconnection shall perform sensitivity 
analyses consistent with Section 1.5.3 of this Schedule 6 and shall provide the results of such 
sensitivity analyses to the Transmission Expansion Advisory Committee. 
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1.5.8 Development of Long-lead Projects, Short-term Projects, Immediate-need 
Reliability Projects, and Economic-based Enhancements or Expansions. 
 
(a) Pre-Qualification Process.   
 
 (a)(1) On September 1 of each year, the Office of the Interconnection shall open a 
thirty-day pre-qualification window for entities, including existing Transmission Owners and 
Nonincumbent Developers, to submit to the Office of the Interconnection: (i) applications to pre-
qualify as eligible to be a Designated Entity; or (ii) updated information as described in Section 
1.5.8(a)(3) of this Schedule 6.  Pre-qualification applications shall contain the following 
information:  (i) name and address of the entity; (ii) the technical and engineering qualifications 
of the entity or its affiliate, partner, or parent company; (iii) the demonstrated experience of the 
entity or its affiliate, partner, or parent company to develop, construct, maintain, and operate 
transmission facilities, including a list or other evidence of transmission facilities the entity, its 
affiliate, partner, or parent company previously developed, constructed, maintained, or operated; 
(iv) the previous record of the entity or its affiliate, partner, or parent company regarding 
construction, maintenance, or operation of transmission facilities both inside and outside of the 
PJM Region; (v) the capability of the entity or its affiliate, partner, or parent company to adhere 
to standardized construction, maintenance and operating practices; (vi) the financial statements 
of the entity or its affiliate, partner, or parent company for the most recent fiscal quarter, as well 
as the most recent three fiscal years, or the period of existence of the entity, if shorter, or such 
other evidence demonstrating an entity’s or its affiliate’s, partner’s, or parent company’s current 
and expected financial capability acceptable to the Office of the Interconnection; (vii) a 
commitment by the entity to execute the Consolidated Transmission Owners Agreement, if the 
entity becomes a Designated Entity; (viii) evidence demonstrating the ability of the entity or its 
affiliate, partner, or parent company to address and timely remedy failure of facilities; (ix) a 
description of the experience of the entity or its affiliate, partner, or parent company in acquiring 
rights of way; and (x) such other supporting information that the Office of Interconnection 
requires to make the pre-qualification determinations consistent with this Section 1.5.8(a).   
 
 (a)(2) No later than October 31, the Office of the Interconnection shall notify the entities 
that submitted pre-qualification applications or updated information during the annual thirty-day 
pre-qualification window, whether they are, or will continue to be, pre-qualified as eligible to be 
a Designated Entity.  In the event the Office of the Interconnection determines that an entity (i) is 
not, or no longer will continue to be, pre-qualified as eligible to be a Designated Entity, or (ii) 
provided insufficient information to determine pre-qualification, the Office of the 
Interconnection shall inform that the entity it is not pre-qualified and include in the notification 
the basis for its determination.  The entity then may submit additional information, which the 
Office of the Interconnection shall consider in re-evaluating whether the entity is, or will 
continue to be, pre-qualified as eligible to be a Designated Entity.  If the entity submits 
additional information by November 30, the Office of the Interconnection shall notify the entity 
of the results of its re-evaluation no later than December 15.  If the entity submits additional 
information after November 30, the Office of the Interconnection shall use reasonable efforts to 
re-evaluate the application, with the additional information, and notify the entity of its 
determination as soon as practicable.  No later than December 31, the Office of the 
Interconnection shall post on the PJM website the list of entities that are pre-qualified as eligible 
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to be Designated Entities.  If an entity is notified by the Office of the Interconnection that it does 
not pre-qualify or will not continue to be pre-qualified as eligible to be a Designated Entity, such 
entity may request dispute resolution pursuant to Schedule 5 of the Operating Agreement.   
 
 (a)(3) If an entity was pre-qualified as eligible to be a Designated Entity in the previous 
year, such entity is not required to re-submit information to pre-qualify with respect to the 
upcoming year.  In the event the information on which the entity’s pre-qualification is based 
changes with respect to the upcoming year, such entity must submit to the Office of the 
Interconnection all updated information during the annual thirty-day pre-qualification window 
and the timeframes for notification in Section 1.5.8(a)(2) of this Schedule 6 shall apply.   In the 
event the information on which the entity’s pre-qualification is based changes with respect to the 
current year, such entity must submit to the Office of the Interconnection all updated information 
at the time the information changes and the Office of the Interconnection shall use reasonable 
efforts to evaluate the updated information and notify the entity of its determination as soon as 
practicable.   
 
 (a)(4) As determined by the Office of the Interconnection, an entity may submit a pre-
qualification application outside the annual thirty-day pre-qualification window for good cause 
shown.  For a pre-qualification application received outside of the annual thirty-day pre-
qualification window, the Office of the Interconnection shall use reasonable efforts to process the 
application and notify the entity as to whether it pre-qualifies as eligible to be a Designated 
Entity as soon as practicable.   
 
 (a)(5) To be designated as a Designated Entity for any project proposed pursuant to 
Section 1.5.8 of this Schedule 6, existing Transmission Owners and Nonincumbent Developers 
must be pre-qualified as eligible to be a Designated Entity pursuant to this Section 1.5.8(a).  This 
Section 1.5.8(a) shall not apply to entities that desire to propose projects for inclusion in the 
recommended plan but do not intend to be a Designated Entity. 
 
(b) Posting of Transmission System Needs.  Upon identification of existing and projected 
limitations on the Transmission System’s physical, economic and/or operational capability or 
performance in the enhancement and expansion analysis process described in this Schedule 6 and 
the PJM Manuals, and after consideration of non-transmission solutions, the Office of the 
Interconnection shall post on the PJM website the violations, system conditions, and economic 
constraints, and Public Policy Requirements, including (i) federal Public Policy Requirements; 
(ii) state Public Policy Requirements identified or agreed-to by the states in the PJM Region, 
which could be addressed by potential Short-term Projects, Long-lead Projects or projects 
determined pursuant to the State Agreement Approach in Section 1.5.9 of this Schedule 6, as 
applicable.  The Office of the Interconnection also shall post an explanation regarding why 
transmission needs associated with federal or state Public Policy Requirements were identified 
but were not selected for further evaluation.   
 
 
(c) Project Proposal Windows.  The Office of the Interconnection shall provide notice to 
stakeholders of a 30-day proposal window for Short-term Projects and a 120-day proposal 
window for Long-lead Projects and Economic-based Enhancements or Expansions.  The Office 
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of Interconnection may shorten a proposal window should an identified need require a shorter 
proposal window to meet the needed in-service date of the proposed enhancements or 
expansions, or extend a proposal window as needed to accommodate updated information 
regarding system conditions.  The Office of the Interconnection may shorten or lengthen a 
proposal window that is not yet opened based on one or more of the following criteria: (1) 
complexity of the violation or system condition; and (2) whether there is sufficient time 
remaining in the relevant planning cycle to accommodate a standard proposal window and timely 
address the violation or system condition.  The Office of the Interconnection may lengthen a 
proposal window that already is opened based on or more of the following criteria: (i) changes in 
assumptions or conditions relating to the underlying need for the project, such as load growth or 
Reliability Pricing Model auction results; (ii) availability of new or changed information 
regarding the nature of the violations and the facilities involved; and (iii) time remaining in the 
relevant proposal window.  In the event that the Office of the Interconnection determines to 
lengthen or shorten a proposal window, it will post on the PJM website the new proposal 
window period and an explanation as to the reasons for the change in the proposal window 
period.  During these windows, the Office of the Interconnection will accept proposals from 
existing Transmission Owners and Nonincumbent Developers for potential enhancements or 
expansions to address the posted violations, system conditions, economic constraints, as well as 
Public Policy Requirements.   
 
 (c)(1) All proposals submitted in the proposal windows must contain:  (i) the name and 
address of the proposing entity; (ii) a statement whether the entity intends to be the Designated 
Entity for the proposed project; (iii) the location of proposed project, including source and sink, 
if applicable; (iv) relevant engineering studies, and other relevant information as described in the 
PJM Manuals pertaining to the proposed project; (v) a proposed initial construction schedule 
including projected dates on which needed permits are required to be obtained in order to meet 
the required in-service date; (vi) cost estimates and analyses that provide sufficient detail for the 
Office of Interconnection to review and analyze the proposed cost of the project; and (vii) with 
the exception of project proposals with cost estimates submitted with the proposals that are under 
$20 million, a non-refundable fee must be submitted with each proposal, by each proposing 
entity who indicates an intention to be the Designated Entity, as follows:  a non-refundable fee in 
the amount of $5,000 for each project with a cost estimate submitted with the proposal that is 
equal to or greater than $20 million and less than $100 million and a non-refundable fee in the 
amount of $30,000 for each project with a cost estimate submitted with the proposal that is equal 
to $100 million or greater.  
 
 (c)(2) Proposals from all entities (both existing Transmission Owners and 
Nonincumbent Developers) that indicate the entity intends to be a Designated Entity, also must 
contain information to the extent not previously provided pursuant to Section 1.5.8(a) 
demonstrating:  (i) technical and engineering qualifications of the entity, its affiliate, partner, or 
parent company relevant to construction, operation, and maintenance of the proposed project; (ii) 
experience of the entity, its affiliate, partner, or parent company in developing, constructing, 
maintaining, and operating the type of transmission facilities contained in the project proposal; 
(iii) the emergency response capability of the entity that will be operating and maintaining the 
proposed project; (iv) evidence of transmission facilities the entity, its affiliate, partner, or parent 
company previously constructed, maintained, or operated; (v) the ability of the entity or its 
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affiliate, partner, or parent company to obtain adequate financing relative to the proposed project, 
which may include a letter of intent from a financial institution approved by the Office of the 
Interconnection or such other evidence of the financial resources available to finance the 
construction, operation, and maintenance of the proposed project; (vi) the managerial ability  of 
the entity, its affiliate, partner, or parent company to contain costs and adhere to construction 
schedules for the proposed project, including a description of verifiable past achievement of 
these goals; (vii) a demonstration of other advantages the entity may have to construct, operate, 
and maintain  the proposed project, including any cost commitment the entity may wish to 
submit; and (viii) any other information that may assist the Office of the Interconnection in 
evaluating the proposed project.   
 
 (c)(3) The Office of the Interconnection may request additional reports or information 
from an existing Transmission Owner or Nonincumbent Developers that it determines are 
reasonably necessary to evaluate its specific project proposal pursuant to the criteria set forth in 
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6.  If the Office of the Interconnection determines 
any of the information provided in a proposal is deficient or it requires additional reports or 
information to analyze the submitted proposal, the Office of the Interconnection shall notify the 
proposing entity of such deficiency or request.  Within 10 bBusiness dDays of receipt of the 
notification of deficiency and/or request for additional reports or information, or other reasonable 
time period as determined by the Office of the Interconnection, the proposing entity shall provide 
the necessary information.   
 
 (c)(4) The request for additional reports or information by the Office of the 
Interconnection pursuant to Section 1.5.8(c)(3) of this Schedule 6 may be used only to clarify a 
proposed project as submitted.  In response to the Office of the Information’s request for 
additional reports or information, the proposing entity (whether an existing Transmission Owner 
or Nonincumbent Developer) may not submit a new project proposal or modifications to a 
proposed project once the proposal window is closed.  In the event that the proposing entity fails 
to timely cure the deficiency or provide the requested reports or information regarding a 
proposed project, the proposed project will not be considered for inclusion in the recommended 
plan.   
 
 (c)(5) Within 30 days of the closing of the proposal window, the Office of the 
Interconnection may notify the proposing entity that additional per project fees are required if the 
Office of the Interconnection determines the proposing entity’s submittal includes multiple 
project proposals. Within 10 bBusiness dDays of receipt of the notification of insufficient funds 
by the Office of the Interconnection, the proposing entity shall submit such funds or notify the 
Office of the Interconnection which of the project proposals the Office of the Interconnection 
should evaluate based on the fee(s) submitted. 
 
(d) Posting and Review of Projects.  Following the close of a proposal window, the Office 
of the Interconnection shall post on the PJM website all proposals submitted pursuant to Section 
1.5.8(c) of this Schedule 6.  All proposals addressing state Public Policy Requirements shall be 
provided to the applicable states in the PJM Region for review and consideration as a 
Supplemental Project or a state public policy project consistent with Section 1.5.9 of this 
Schedule 6.  The Office of the Interconnection shall review all proposals submitted during a 
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proposal window and determine and present to the Transmission Expansion Advisory Committee 
the proposals that merit further consideration for inclusion in the recommended plan.  In making 
this determination, the Office of the Interconnection shall consider the criteria set forth in 
Sections 1.5.8(e) and 1.5.8(f) of this Schedule 6.  The Office of the Interconnection shall post on 
the PJM website and present to the Transmission Expansion Advisory Committee for review and 
comment descriptions of the proposed enhancements and expansions, including any proposed 
Supplemental Projects or state public policy projects identified by a state(s).  Based on review 
and comment by the Transmission Expansion Advisory Committee, the Office of the 
Interconnection may, if necessary conduct further study and evaluation.  The Office of the 
Interconnection shall post on the PJM website and present to the Transmission Expansion 
Advisory Committee the revised enhancements and expansions for review and comment.  After 
consultation with the Transmission Expansion Advisory Committee, the Office of the 
Interconnection shall determine the more efficient or cost-effective transmission enhancements 
and expansions for inclusion in the recommended plan consistent with this Schedule 6.   
 
(e) Criteria for Considering Inclusion of a Project in the Recommended Plan.  In 
determining whether a Short-term Project or Long-lead Project proposed pursuant to Section 
1.5.8(c), individually or in combination with other Short-term Projects or Long-lead Projects, is 
the more efficient or cost-effective solution and therefore should be included in the 
recommended plan, the Office of the Interconnection, taking into account sensitivity studies and 
scenario analyses considered pursuant to Section 1.5.3 of this Schedule 6, shall consider the 
following criteria, to the extent applicable:  (i) the extent to which a Short-term Project or Long-
lead Project would address and solve the posted violation, system condition, or economic 
constraint; (ii) the extent to which the relative benefits of the project meets a Benefit/Cost Ratio 
Threshold of at least 1.25:1 as calculated pursuant to Section 1.5.7(d) of this Schedule 6; (iii) the 
extent to which the Short-term Project or Long-lead Project would have secondary benefits, such 
as addressing additional or other system reliability, operational performance, economic 
efficiency issues or federal Public Policy Requirements or state Public Policy Requirements 
identified by the states in the PJM Region; and (iv) other factors such as cost-effectiveness, the 
ability to timely complete the project, and project development feasibility.   
 
(f) Entity-Specific Criteria Considered in Determining the Designated Entity for a 
Project.  In determining whether the entity proposing a Short-term Project or a Long-lead 
Project recommended for inclusion in the plan shall be the Designated Entity, the Office of the 
Interconnection shall consider:  (i) whether in its proposal, the entity indicated its intent to be the 
Designated Entity; (ii) whether the entity is pre-qualified to be a Designated Entity pursuant to 
Section 1.5.8(a); (iii) information provided either in the proposing entity’s submission  pursuant 
to Section 1.5.8(a) or 1.5.8(c)(2) relative to the specific proposed project that demonstrates:  (1) 
the technical and engineering experience of the entity or its affiliate, partner, or parent company, 
including its previous record regarding construction, maintenance, and operation of transmission 
facilities relative to the project proposed; (2) ability of the entity or its affiliate, partner, or parent 
company to construct, maintain, and operate transmission facilities, as proposed, (3) capability of 
the entity to adhere to standardized construction, maintenance, and operating practices, including 
the capability for emergency response and restoration of damaged equipment; (4) experience of 
the entity in acquiring rights of way; (5) evidence of the ability of the entity, its affiliate, partner, 
or parent company to secure a financial commitment from an approved financial institution(s) 
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agreeing to finance the construction, operation, and maintenance of the project, if it is accepted 
into the recommended plan; and (iv) any other factors that may be relevant to the proposed 
project, including but not limited to whether the proposal includes the entity’s previously 
designated project(s) included in the plan.   
 
(g) Procedures if No Long-lead Project or Economic-based Enhancement or Expansion 
Proposal is Determined to be the More Efficient or Cost-Effective Solution.  If the Office of 
the Interconnection determines that none of the proposed Long-lead Projects received during the 
Long-lead Project proposal window would be the more efficient or cost-effective solution to 
resolve a posted violation, or system condition, the Office of the Interconnection may re-evaluate 
and re-post on the PJM website the unresolved violations, or system conditions pursuant to 
Section 1.5.8(b), provided such re-evaluation and re-posting would not affect the ability of the 
Office of the Interconnection to timely address the identified reliability need.  In the event that 
re-posting and conducting such re-evaluation would prevent the Office of the Interconnection 
from timely addressing the existing and projected limitations on the Transmission System that 
give rise to the need for an enhancement or expansion, the Office of the Interconnection shall 
propose a project to solve the posted violation, or system condition for inclusion in the 
recommended plan and shall present such project to the Transmission Expansion Advisory 
Committee for review and comment.  The Transmission Owner(s) in the Zone(s) where the 
project is to be located shall be the Designated Entity(ies) for such project.  In determining 
whether there is insufficient time for re-posting and re-evaluation, the Office of the 
Interconnection shall develop and post on the PJM website a transmission solution construction 
timeline for input and review by the Transmission Expansion Advisory Committee that will 
include factors such as, but not limited to: (i) deadlines for obtaining regulatory approvals, (ii) 
dates by which long lead equipment should be acquired, (iii) the time necessary to complete a 
proposed solution to meet the required in-service date, and (iv) other time-based factors 
impacting the feasibility of achieving the required in-service date.  Based on input from the 
Transmission Expansion Advisory Committee and the time frames set forth in the construction 
timeline, the Office of the Interconnection shall determine whether there is sufficient time to 
conduct a re-evaluation and re-post and timely address the existing and projected limitations on 
the Transmission System that give rise to the need for an enhancement or expansion.  To the 
extent that an economic constraint remains unaddressed, the economic constraint will be re-
evaluated and re-posted. 
 
(h) Procedures if No Short-term Project Proposal is Determined to be the More 
Efficient or Cost-Effective Solution.  If the Office of the Interconnection determines that none 
of the proposed Short-term Projects received during a Short-term Project proposal window 
would be the more efficient or cost-effective solution to resolve a posted violation or system 
condition, the Office of the Interconnection shall propose a Short-term Project to solve the 
posted violation, or system condition for inclusion in the recommended plan and will present 
such Short-term Project to the Transmission Expansion Advisory Committee for review and 
comment.  The Transmission Owner(s) in the Zone(s) where the Short-term Project is to be 
located shall be the Designated Entity(ies) for the Project.   
 
(i) Notification of Designated Entity.  Within 10 bBusiness dDays of PJM Board approval 
of the Regional Transmission Expansion Plan, the Office of the Interconnection shall notify the 
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entities that have been designated as the Designated Entities for projects included in the Regional 
Transmission Expansion Plan of such designations.  In such notices, the Office of the 
Interconnection shall provide:  (i) the needed in-service date of the project; and (ii) a date by 
which all necessary state approvals should be obtained to timely meet the needed in-service date 
of the project.  The Office of the Interconnection shall use these dates as part of its on-going 
monitoring of the progress of the project to ensure that the project is completed by its needed in-
service date.  
 
(j) Acceptance of Designation.  Within 30 days of receiving notification of its designation 
as a Designated Entity, the existing Transmission Owner or Nonincumbent Developer shall 
notify the Office of the Interconnection of its acceptance of such designation and submit to the 
Office of the Interconnection a development schedule, which shall include, but not be limited to, 
milestones necessary to develop and construct the project to achieve the required in-service date, 
including milestone dates for obtaining all necessary authorizations and approvals, including but 
not limited to, state approvals.  For good cause shown, the Office of the Interconnection may 
extend the deadline for submitting the development schedule.  The Office of the Interconnection 
then shall review the development schedule and within 15 days or other reasonable time as 
required by the Office of the Interconnection:  (i) notify the Designated Entity of any issues 
regarding the development schedule identified by the Office of the Interconnection that may 
need to be addressed to ensure that the project meets its needed in-service date; and (ii) tender to 
the Designated Entity an executable Designated Entity Agreement setting forth the rights and 
obligations of the parties.  To retain its status as a Designated Entity, within 60 days of receiving 
notification of its designation (or other such period as mutually agreed upon by the Office of the 
Interconnection and the Designated Entity), the Designated Entity (both existing Transmission 
Owners and Nonincumbent Developers) shall submit to the Office of the Interconnection a letter 
of credit as determined by the Office of Interconnection to cover the incremental costs of 
construction resulting from reassignment of the project, and return to the Office of the 
Interconnection an executed Designated Entity Agreement containing a mutually agreed upon 
development schedule.  In the alternative, the Designated Entity may request dispute resolution 
pursuant to Schedule 5 of this Agreement, or request that the Designated Entity Agreement be 
filed unexecuted with the Commission.   
 
(k) Failure of Designated Entity to Meet Milestones.  In the event the Designated Entity 
fails to comply with one or more of the requirements of Section 1.5.8(j); or fails to meet a 
milestone in the development schedule set forth in the Designated Entity Agreement that causes 
a delay of the project’s in-service date, the Office of the Interconnection shall re-evaluate the 
need for the Short-term Project or Long-lead Project, and based on that re-evaluation may:  (i) 
retain the Short-term Project or Long-lead Project in the Regional Transmission Expansion Plan; 
(ii) remove the Short-term Project or Long-lead Project from the Regional Transmission 
Expansion Plan; or (iii) include an alternative solution in the Regional Transmission Expansion 
Plan.  If the Office of the Interconnection retains the Short-term or Long-term Project in the 
Regional Transmission Expansion Plan, it shall determine whether the delay is beyond the 
Designated Entity’s control and whether to retain the Designated Entity or to designate the 
Transmission Owner(s) in the Zone(s) where the project is located as Designated Entity(ies) for 
the Short-term Project or Long-lead Project.  If the Designated Entity is the Transmission 
Owner(s) in the Zone(s) where the project is located, the Office of the Interconnection shall seek 
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recourse through the Consolidated Transmission Owners Agreement or FERC, as appropriate.  
Any modifications to the Regional Transmission Expansion Plan pursuant to this section shall be 
presented to the Transmission Expansion Advisory Committee for review and comment and 
approved by the PJM Board. 
 
(l) Transmission Owners Required to be the Designated Entity.  Notwithstanding 
anything to the contrary in this Section 1.5.8, in all events, the Transmission Owner(s) in whose 
Zone(s) a project proposed pursuant to Section 1.5.8(c) of this Schedule 6 is to be located will be 
the Designated Entity for the project, when the Short-term Project or Long-lead Project is:  (i) a 
Transmission Owner Upgrade; (ii) located solely within a Transmission Owner’s Zone and the 
costs of the project are allocated solely to the Transmission Owner’s Zone; or (iii) located solely 
within a Transmission Owner’s Zone and is not selected in the Regional Transmission Expansion 
Plan for purposes of cost allocation. 
 
(m) Immediate-need Reliability Projects:   
 
 (m)(1) Pursuant to the expansion planning process set forth in Sections 1.5.1 through 
1.5.6 of Schedule 6, the Office of the Interconnection shall identify immediate reliability needs 
that must be addressed within three years or less.  The Office of the Interconnection shall 
develop Immediate-need Reliability Projects for which a proposal window pursuant to Section 
1.5.8(m)(2) is infeasible.  The Office of the Interconnection shall consider the following factors 
in determining the infeasibility of such a proposal window: (i) nature of the reliability criteria 
violation; (ii) nature and type of potential solution required; and (iii) projected construction time 
for a potential solution to the type of reliability criteria violation to be addressed.  The Office of 
the Interconnection shall post on the PJM website for review and comment by the Transmission 
Expansion Advisory Committee and other stakeholders descriptions of the Immediate-need 
Reliability Projects for which a proposal window pursuant to Section 1.5.8(m)(2) is infeasible.  
The descriptions shall include an explanation of the decision to designate the Transmission 
Owner as the Designated Entity for the Immediate-need Reliability Project rather than 
conducting a proposal window pursuant to Section 1.5.8(m)(2), including an explanation of the 
time-sensitive need for the Immediate-need Reliability Project, other transmission and non-
transmission options that were considered but concluded would not sufficiently address the 
immediate reliability need, the circumstances that generated the immediate reliability need, and 
why the immediate reliability need was not identified earlier.  After the descriptions are posted 
on the PJM website, stakeholders shall have reasonable opportunity to provide comments to the 
Office of the Interconnection.  All comments received by the Office of the Interconnection shall 
be publicly available on the PJM website.  Based on the comments received from stakeholders 
and the review by Transmission Expansion Advisory Committee, the Office of the 
Interconnection shall, if necessary, conduct further study and evaluation and post a revised 
recommended plan for review and comment by the Transmission Expansion Advisory 
Committee.  The PJM Board shall approve the Immediate-need Reliability Projects for inclusion 
in the recommended plan.  In January of each year, the Office of the Interconnection shall post 
on the PJM website and file with the Commission for informational purposes a list of the 
Immediate-need Reliability Projects for which an existing Transmission Owner was designated 
in the prior year as the Designated Entity in accordance with this Section 1.5.8(m)(1).  The list 
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shall include the need-by date of Immediate-need Reliability Project and the date the 
Transmission Owner actually energized the Immediate-need Reliability Project. 
 
 (m)(2) If, in the judgment of the Office of the Interconnection, there is sufficient time for 
the Office of the Interconnection to accept proposals in a shortened proposal window for 
Immediate-need Reliability Projects, the Office of the Interconnection shall post on the PJM 
website the violations and system conditions that could be addressed by Immediate-need 
Reliability Project proposals, including an explanation of the time-sensitive need for an 
Immediate-need Reliability Project and provide notice to stakeholders of a shortened proposal 
window.  Proposals must contain the information required in Section 1.5.8(c) and, if the entity is 
seeking to be the Designated Entity, such entity must have pre-qualified to be a Designated 
Entity pursuant to Section 1.5.8(a).  In determining the more efficient or cost-effective proposed 
Immediate-need Reliability Project for inclusion in the recommended plan, the Office of the 
Interconnection shall consider the extent to which the proposed Immediate-need Reliability 
Project, individually or in combination with other Immediate-need Reliability Projects, would 
address and solve the posted violations or system conditions and other factors such as cost-
effectiveness, the ability of the entity to timely complete the project, and project development 
feasibility in light of the required need.  After PJM Board approval, the Office of the 
Interconnection, in accordance with Section 1.5.8(i) of this Schedule 6, shall notify the entities 
that have been designated as Designated Entities for Immediate-need Projects included in the 
Regional Transmission Expansion Plan of such designations.  Designated Entities shall accept 
such designations in accordance with Section 1.5.8(j).  In the event that (i) the Office of the 
Interconnection determines that no proposal resolves a posted violation or system condition; (ii) 
the proposing entity is not selected to be the Designated Entity; (iii) an entity does not accept the 
designation as a Designated Entity; or (iv) the Designated Entity fails to meet milestones that 
would delay the in-service date of the Immediate-need Reliability Project, the Office of the 
Interconnection shall develop and recommend an Immediate-need Reliability Project to solve the 
violation or system needs in accordance with Section 1.5.8(m)(1). 
 
(n) Reliability Violations on Transmission Facilities Below 200 kV.  Pursuant to the 
expansion planning process set forth in Sections 1.5.1 through 1.5.6 of Schedule 6, the Office of 
the Interconnection shall identify reliability violations on facilities below 200 kV.  The Office of 
the Interconnection shall not post such a violation pursuant to Section 1.5.8(b) of this Schedule 6 
for inclusion in a proposal window pursuant to Section 1.5.8(c) unless the identified violation(s) 
satisfies one of the following exceptions:  (i) the reliability violations are thermal overload 
violations identified on multiple transmission lines and/or transformers rated below 200 kV that 
are impacted by a common contingent element, such that multiple reliability violations could be 
addressed by one or more solutions, including but not limited to a higher voltage solution; or (ii) 
the reliability violations are thermal overload violations identified on multiple transmission lines 
and/or transformers rated below 200 kV and the Office of the Interconnection determines that 
given the location and electrical features of the violations one or more solutions could 
potentially address or reduce the flow on multiple lower voltage facilities, thereby eliminating 
the multiple reliability violations.  If the reliability violation is identified on multiple facilities 
rated below 200 kV that are determined by the Office of the Interconnection to meet one of the 
two exceptions stated above, the Office of the Interconnection shall post on the PJM website the 
reliability violations to be included in a proposal window consistent with Section 1.5.8(c) of 
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Schedule 6.  If the Office of the Interconnection determines that the identified reliability 
violations do not satisfy either of the two exceptions stated above, the Office of the 
Interconnection shall develop a solution to address the reliability violation on below 200 kV 
Transmission Facilities that will not be included in a proposal window pursuant to Section 
1.5.8(c). The Office of Interconnection shall post on the PJM website for review and comment by 
the Transmission Expansion Advisory Committee and other stakeholders descriptions of the 
below 200 kV reliability violations that will not be included in a proposal window pursuant to 
Section 1.5.8(c).  The descriptions shall include an explanation of the decision to not include the 
below 200 kV reliability violation(s) in a Section 1.5.8(c) proposal window, a description of the 
facility on which the violation(s) is found, the Zone in which the facility is located, and notice 
that such construction responsibility for and ownership of the project that resolves such below 
200 kV reliability violation will be designated to the incumbent Transmission Owner.  After the 
descriptions are posted on the PJM website, stakeholders shall have reasonable opportunity to 
provide comments for consideration by the Office of the Interconnection.  With the exception of 
Immediate-need Reliability Projects under section 1.5.8(m) of this Schedule 6, PJM will not 
select an above 200 kV solution for inclusion in the recommended plan that would address a 
reliability violation on a below 200 kV transmission facility without posting the violation for 
inclusion in a proposal window consistent with Section 1.5.8(c) of Schedule 6.  All written 
comments received by the Office of the Interconnection shall be publicly available on the PJM 
website. 
  
1.5.9 State Agreement Approach. 
 
 (a) State governmental entities authorized by their respective states, individually or 
jointly, may agree voluntarily to be responsible for the allocation of all costs of a proposed 
transmission expansion or enhancement that addresses state Public Policy Requirements 
identified or accepted by the state(s) in the PJM Region.  As determined by the authorized state 
governmental entities, such transmission enhancements or expansions may be included in the 
recommended plan, either as a (i) Supplemental Project or (ii) state public policy project, which 
is a transmission enhancement or expansion, the costs of which will be recovered pursuant to a 
FERC-accepted cost allocation proposed by agreement of one or more states and voluntarily 
agreed to by those state(s).  All costs related to a state public policy project or Supplemental 
Project included in the Regional Transmission Expansion Plan to address state Public Policy 
Requirements pursuant to this Section shall be recovered from customers in a state(s) in the PJM 
Region that agrees to be responsible for the projects.  No such costs shall be recovered from 
customers in a state that did not agree to be responsible for such cost allocation.  A state public 
policy project will be included in the Regional Transmission Expansion Plan for cost allocation 
purposes only if there is an associated FERC-accepted allocation permitting recovery of the costs 
of the state public policy project consistent with this Section.   
 
 (b) Subject to any designation reserved for Transmission Owners in Section 1.5.8(l) 
of this Schedule 6, the state(s) responsible for cost allocation for a Supplemental Project or a 
state public policy project in accordance with Section 1.5.9(a) in this Schedule 6 may submit to 
the Office of the Interconnection the entity(ies) to construct, own, operate and maintain the state 
public policy project from a list of entities supplied by the Office of the Interconnection that pre-
qualified to be Designated Entities pursuant to Section 1.5.8(a) of this Schedule 6.   



 

Page 733 

 
1.5.10 Multi-Driver Project. 
 
 (a) When a proposal submitted by an existing Transmission Owner or Nonincumbent 
Developer pursuant to Section 1.5.8(c) meets the definition of a Multi-Driver Project and is 
designated to be included in the Regional Transmission Expansion Plan for purposes of cost 
allocation, the Office of the Interconnection shall designate the Designated Entity for the project 
as follows:  (i) if the Multi-Driver Project does not contain a state Public Policy Requirement 
component, the Office of the Interconnection shall designate the Designated Entity pursuant to 
the criteria in Section 1.5.8 of this Schedule 6; or (ii) if the Multi-Driver Project contains a state 
Public Policy Requirement component, the Office of the Interconnection shall evaluate potential 
Designated Entity candidates based on the criteria in Section 1.5.8 of this Schedule 6, and 
provide its evaluation to and elicit feedback from the sponsoring state governmental entities 
responsible for allocation of all costs of the proposed state Public Policy Requirement 
component (“state governmental entity(ies)”) regarding its evaluation.  Based on its evaluation of 
the Section 1.5.8 criteria and consideration of the feedback from the sponsoring state 
governmental entity(ies), the Office of the Interconnection shall designate the Designated Entity 
for the Multi-Driver Project and notify such entity consistent with Section 1.5.8(i) of this 
Schedule 6.  A Multi-Driver Project may be based on proposals that consist of (1) newly 
proposed transmission enhancements or expansions; (2) additions to, or modifications of, 
transmission enhancements or expansions already selected for inclusion in the Regional 
Transmission Expansion Plan; and/or (3) one or more transmission enhancements or expansions 
already selected for inclusion in the Regional Transmission Expansion Plan. 
 
 (b) A Multi-Driver Project may contain an enhancement or expansion that addresses 
a state Public Policy Requirement component only if it meets the requirements set forth in 
section 1.5.9(a) of this Schedule 6 and its cost allocations are established consistent with Section 
(b)(xii)(B) of Schedule 12 of the PJM Tariff. 
 
 (c) If a state governmental entity(ies) desires to include a Public Policy Requirement 
component after an enhancement or expansion has been included in the Regional Transmission 
Expansion Plan, the Office  of the Interconnection may re-evaluate the relevant reliability-based 
enhancement or expansion, Economic-based Enhancement or Expansion, or Multi-Driver Project 
to determine whether adding the state-sponsored Public Policy Requirement component would 
create a more cost effective or efficient solution to system conditions.  If the Office of the 
Interconnection determines that adding the state-sponsored Public Policy Requirement 
component to an enhancement or expansion already included in the Regional Transmission 
Expansion Plan would result in a more cost effective or efficient solution, the state-sponsored 
Public Policy Requirement component may be included in the relevant enhancement or 
expansion, provided all of the requirements of Section 1.5.10(b) of this Schedule 6 are met, and 
cost allocations are established consistent with Section (b)(xii)(B) of Schedule 12 of the PJM 
Tariff. 
 
 (d) If, subsequent to the inclusion in the Regional Transmission Expansion Plan of a 
Multi-Driver Project that contains a state Public Policy Requirement component, a state 
governmental entity(ies) withdraws its support of the Public Policy Requirement component of a 
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Multi-Driver Project, then:  (i) the Office of the Interconnection shall re-evaluate the need for the 
remaining components of the Multi-Driver Project without the state Public Policy Requirement 
component, remove the Multi-Driver Project from the Regional Transmission Expansion Plan, or 
replace the Multi-Driver Project with an enhancement or expansion that addresses remaining 
reliability or economic system needs; (ii) if the Multi-Driver Project is retained in the Regional 
Transmission Expansion Plan without the state Public Policy Requirement component, the costs 
of the remaining components will be allocated in accordance with Schedule 12 of the Tariff; 
(iii) if more than one state is responsible for the costs apportioned to the state Public Policy 
Requirement component of the Multi-Driver Project, the remaining state governmental 
entity(ies) shall have the option to continue supporting the state Public Policy component of the 
Multi-Driver Project and if the remaining state governmental entity(ies) choose this option, the 
apportionment of the state Public Policy Requirement component will remain in place and the 
remaining state governmental entity(ies) shall agree upon their respective apportionments; (iv) if 
a Multi-Driver Project must be retained in the Regional Transmission Expansion Plan and 
completed with the State Public Policy component, the state Public Policy Requirement 
apportionment will remain in place and the withdrawing state governmental entity(ies) shall 
continue to be responsible for its/their share of the FERC-accepted cost allocations as filed 
pursuant to Section (b)(xii)(B) of Schedule 12 of the PJM Tariff. 
 
 (e) The actual costs of a Multi-Driver Project shall be apportioned to the different 
components (reliability-based enhancement or expansion, Economic-based Enhancement or 
Expansion and/or Public Policy Requirement) based on the initial estimated costs of the Multi-
Driver Project in accordance with the methodology set forth in Schedule 12 of the PJM Tariff. 
 
 (f) The benefit metric calculation used for evaluating the market efficiency 
component of a Multi-Driver Project will be based on the final voltage of the Multi-Driver 
Project using the Benefit/Cost Ratio calculation set forth in Section 1.5.7(d) of Schedule 6 of this 
Operating Agreement where the Cost component of the calculation is the present value of the 
estimated cost of the enhancement apportioned to the market efficiency component of the Multi-
Driver Project for each of the first 15 years of the life of the enhancement or expansion. 
 
 (g) Except as provided to the contrary in this Section 1.5.10, Section 1.5.8 of this 
Schedule 6 applies to Multi-Driver Projects. 
 
 (h) The Office of the Interconnection shall determine whether a proposal(s) meets the 
definition of a Multi-Driver Project by identifying a more efficient or cost effective solution that 
uses one of the following methods:  (i) combining separate solutions that address reliability, 
economics and/or public policy into a single transmission enhancement or expansion that 
incorporates separate drivers into one Multi-Driver Project (“Proportional Multi-Driver 
Method”); or (ii) expanding or enhancing a proposed single driver solution to include one or 
more additional component(s) to address a combination of reliability, economic and/or public 
policy drivers (“Incremental Multi-Driver Method”). 
 

(i) In determining whether a Multi-Driver Project may be designated to more than 
one entity, PJM shall consider whether:  (i) the project consists of separable transmission 
elements, which are physically discrete transmission components, such as, but not limited to, a 
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transformer, static var compensator or definable linear segment of a transmission line, that can be 
designated individually to a Designated Entity to construct and own and/or finance; and (ii) each 
entity satisfies the criteria set forth in section 1.5.8(f) of Schedule 6.  Separable transmission 
elements that qualify as Transmission Owner Upgrades shall be designated to the Transmission 
Owner in the Zone in which the facility will be located.
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1.9 Relationship to the PJM Open Access Transmission Tariff. 
 
Nothing herein shall modify the rights and obligations of an Eligible Customer or a Transmission 
Customer, as those terms are defined in the PJM Tariff, with respect to required studies and 
completion of necessary enhancements or expansions.  An Eligible Customer or Transmission 
Customer electing to follow the procedures in the PJM Tariff instead of the procedures provided 
herein, shall also be responsible for the related costs.  The enhancement and expansion study 
process under this Protocol shall be funded as a part of the operating budget of the Office of the 
Interconnection. 
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3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT 
 
With regard to the implementation of the provisions of the Reliability Assurance Agreement, the 
Office of the Interconnection shall: 
 
(a) Receive all required data and forecasts from the parties to the Reliability Assurance 
Agreement and other owners or providers of Capacity Resources; 
 
(b) Perform all calculations and analyses necessary to determine the Forecast Pool 
Requirement and the capacity obligations imposed under the Reliability Assurance Agreement, 
including periodic reviews of the capacity benefit margin for consistency with the Reliability 
Principles and Standards, as the foregoing terms are defined in the Reliability Assurance 
Agreement; 
 
(c) Monitor the compliance of each party to the Reliability Assurance Agreement with its 
obligations under the Reliability Assurance Agreement; 
 
(d) Keep cost records, and bill and collect any costs or charges due from the parties to the 
Reliability Assurance Agreement and distribute those charges in accordance with the terms of 
the Reliability Assurance Agreement; 
 
(e) Assist with the development of rules and procedures for determining and demonstrating 
the capability of Capacity Resources; 
 
(f) Establish the capability and deliverability of Generation Capacity Resources consistent 
with the requirements of the Reliability Assurance Agreement; 
 
(g) Establish standards and procedures for Planned Demand Resources; 
 
(h) Collect and maintain generator availability data; 
 
(i) Perform any other forecasts, studies or analyses required to administer the Reliability 
Assurance Agreement; 
 
(j) Coordinate maintenance schedules for generation resources operated as part of the PJM 
Region; 
 
(k) Determine and declare that an Emergency exists or has ceased to exist in all or any part 
of the PJM Region or announce that an Emergency exists or ceases to exist in a Control Area 
interconnected with the PJM Region; 
 
(l) Enter into agreements for (i) the transfer of energy in Emergencies in the PJM Region or 
in a Control Area interconnected with the PJM Region and (ii) mutual support in such 
Emergencies with other Control Areas interconnected with the PJM Region; and 
 
(m) Coordinate the curtailment or shedding of load, or other measures appropriate to alleviate 
an Emergency, to preserve reliability in accordance with FERC, NERC or Applicable Regional 
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Reliability Council principles, guidelines, standards and requirements and the PJM Manuals, and 
to ensure the operation of the PJM Region in accordance with Good Utility Practice. 
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2. Requisite Authority. 
 
a. The Authorized Commission hereby certifies that it has all necessary legal authority to 
execute, deliver, and perform the obligations in this Certification. 
 
b. The Authorized Persons have, through all necessary action of the Authorized 
Commission, been appointed and directed by the Authorized Commission to receive Confidential 
Information on the Authorized Commission’s behalf and for its benefit.  
 
c. The Authorized Commission will, at all times after the provision of Confidential 
Information to the Authorized Persons, provide PJM with: (i) written notice of any changes in 
any Authorized Person’s qualification as an Authorized Person within two (2) bBusiness dDays 
of such change; (ii) written confirmation to any inquiry by PJM regarding the status or 
identification of any specific Authorized Person within two (2) bBusiness dDays of such request, 
and (iii) periodic written updates, no less often than semi-annually, containing the names of all 
Authorized Persons appointed by the Authorized Commission. 
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1.3 Allocation of Costs When PJM is the Registered Entity 
 

(a) If NERC assesses a monetary penalty against PJM as the Registered Entity for a 
violation of a NERC Reliability Standard(s), and the conduct of a Member or 
Members contributed to the Reliability Standard violation(s) at issue, then PJM 
may directly allocate such penalty costs or a portion thereof to the Member or 
Members whose conduct contributed to the Reliability Standards violation(s), 
provided that all of the following conditions have been satisfied: 

 
(1) The Member or Members received notice and an opportunity to fully 

participate in the underlying Compliance Monitoring and Enforcement 
Program proceeding; 

 
(2) This Compliance Monitoring and Enforcement Program proceeding 

produced a finding, subsequently filed with FERC, that the Member 
contributed, either in whole or in part, to the NERC Reliability Standards 
violation(s); and 

 
(3) A root cause finding by NERC filed with the FERC identifying the 

Member’s or Members’ conduct as causing or contributing to the 
Reliability Standards violation charged against PJM as the Registered 
Entity. 

 
(b) PJM will notify the Member or Members found to have contributed to a violation, 

either in whole or in part, in the Compliance Monitoring and Enforcement 
Program.  Such notification shall set forth in writing PJM’s intent to invoke this 
Section 1.3 and directly assign the costs associated with a monetary penalty to the 
Member or Members and the underlying factual basis supporting a penalty cost 
assignment including the conduct contributing to the violation and the violations 
of the PJM Governing Agreement assigned tasks leading to the issuance of a 
penalty against the Registered Entity. 

 
(c) A failure by a Member or Members to participate in the Compliance Monitoring 

and Enforcement Program proceedings will not prevent PJM from directly 
assigning the costs associated with a monetary penalty to the responsible Member 
or Members provided all other conditions set forth herein have been satisfied. 

 
(d) PJM shall notify the Members or Members that PJM believes the criteria for 

direct assignment and allocation of costs under this Schedule have been satisfied. 
 
(e) Where the Regional Entity’s and/or NERC’s root cause finds that more than one 

party’s conduct contributed to the Reliability Standards violation(s), PJM shall 
inform all involved Members and shall make an initial apportionment for 
purposes of the cost allocation on a basis reasonably proportional to the parties’ 
relative fault consistent with such NERC’s root cause analysis. 
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(f) Should Member or Members disagree with PJM regarding PJM’s initial 
apportionment of the fault, the Dispute Resolution Procedures in Section 5 of the 
Operating Agreement shall not apply, but the parties’ senior management shall 
first meet in an attempt to informally resolve the issue.  If the disagreement 
cannot be resolved informally within ten (10) bBusiness dDays (or such other 
deadline as mutually agreed) then the following provisions shall apply: 

 
(i) If an involved Member so elects, an informal non-binding proceeding 

shall be conducted within 30 days before a dispute resolution board 
consisting of officers of two (2) PJM Members who are not parties to the 
dispute and who are selected by a random drawing of names from the pool 
of available PJM Members and one (1) member of the PJM Board of 
Managers.  Such dispute resolution board shall decide on the procedures to 
be used for the proceeding.  The final recommendation of the dispute 
resolution board shall be made in private session within three (3) 
bBusiness dDays of the termination of the proceeding.  The 
recommendation of the dispute resolution board shall be made by simple 
majority vote.  The dispute resolution board may, but shall not be required 
to, provide a written basis for its recommendation; or 

 
(ii) If an involved Member selects not to participate in the informal non-

binding proceeding, then the matter shall be submitted to the FERC 
pursuant to Section 205 of the Federal Power Act.  In the FERC 
proceeding, the involved Member shall request that FERC determine how 
the costs associated with the monetary penalty should be allocated.  
However, if there are multiple involved Members, and if any one of them 
desires a proceeding described in Section 1.3(f)(i) above, such proceeding 
shall first be conducted with respect to the Member(s) desiring such a 
proceeding. 

 
(g) If PJM and the involved Member(s) agree on a proportion of penalty cost 

allocation, such agreement shall be submitted to the FERC pursuant to Section 
205 of the Federal Power Act. 

 
(h) Notwithstanding anything to the contrary contained herein, if the Member or 

Members fail to pay their share of the Reliability Standard violation costs within 
30 days of receipt of the notice required in paragraph 1.3 (b) above, and the FERC 
issues a final order or orders which supports the NERC’s root cause findings 
regarding the Member’s or Members’ conduct causing or contributing to the 
violation and PJM’s initial determinations in paragraph 1.3 (f) above, such 
payment shall be due with interest calculated at the FERC authorized rate from 
the date of payment of the penalty by the Registered Entity.  Provided, however, 
if the Member or Members pays their share of the Reliability Standard violation 
costs within 30 days of receipt of the notice required in paragraph 1.3 (b) above, 
and the FERC issues a final order or orders which does not support the NERC’s 
root cause findings regarding the Member’s or Members’ conduct causing or 
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contributing to the violation and PJM’s initial determinations in paragraph 1.3 (f) 
above, such payment shall be refunded in full with interest calculated at the FERC 
authorized rate from the date of payment of the penalty by the Member or 
Members. 
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1.4 Allocation of Costs When a PJM Member is the Registered Entity 
 
(a) If NERC assesses a monetary penalty against a Member as the Registered Entity for a 

violation of a NERC Reliability Standard(s), and the conduct of PJM contributed to the 
Reliability Standard violation(s) at issue, then such Member may directly allocate such 
penalty costs or portion thereof to PJM to the extent PJM’s conduct contributed to the 
Reliability Standards violation(s), provided that the following conditions have been 
satisfied: 

 
(1) PJM received notice and an opportunity to fully participate in the underlying 

Compliance Monitoring and Enforcement Program proceeding; 
 
(2) This Compliance Monitoring and Enforcement Program proceeding produced a 

finding, subsequently filed with FERC, that PJM contributed, either in whole or in 
part, to the NERC Reliability Standards violation(s); and 

 
(3) A root cause finding by NERC has been filed at the FERC identifying PJM’s 

conduct as causing or contributing to the Reliability Standards violation charged 
against the Member as the Registered Entity. 

 
(b) The Member shall notify PJM if PJM is found to have contributed to a violation, either in 

whole or in part in the Compliance Monitoring and Enforcement Program.  Such 
notification shall set forth in writing the Member’s intent to invoke this Section 1.4 and 
directly assign the costs associated with a monetary penalty to PJM and the underlying 
factual basis supporting a penalty cost assignment including the conduct contributing to 
the violation and the violations of the PJM Governing Agreement assigned tasks leading 
to the issuance of a penalty against the Registered Entity. 

 
(c) A failure by PJM to participate in the Compliance Monitoring and Enforcement Program 

proceedings will not prevent the Member from directly assigning the costs associated 
with a monetary penalty to PJM provided all other conditions set forth herein have been 
satisfied. 

 
(d) The Member shall notify PJM that the Member believes the criteria for direct assignment 

and allocation of costs under this Schedule have been satisfied. 
 
(e) Where the Regional Entity’s and/or NERC’s root cause analysis finds more  than one 

party’s conduct contributed to the Reliability Standards violation(s), the Member shall 
inform PJM and make an initial apportionment for purposes of the cost allocation on a 
basis reasonably proportional to PJM’s relative fault consistent with such root cause 
analysis. 

 
(f) Should PJM disagree with the Member regarding the Member’s initial apportionment of 

the fault, the Dispute Resolution Procedures in Schedule 5 of the Operating Agreement 
shall not apply, but the parties’ senior management shall first meet in an attempt to 
informally resolve the issue.  If the disagreement cannot be resolved informally within 
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ten (10) bBusiness dDays (or other such deadline as mutually agreed) then the following 
provisions shall apply: 

 
i. If PJM so elects, an informal non-binding proceeding shall be conducted within 

30 days before a dispute resolution board consisting of officers of two (2) PJM 
Members who are not parties to the dispute and who are selected by a random 
drawing of names from the pool of available PJM Members and one (1) member 
of the PJM Board of Managers.  Such dispute resolution board shall decide on the 
procedures to be used for the proceeding.  The final recommendation of the 
dispute resolution board shall be made in private session within three (3) 
bBusiness dDays of the termination of the proceeding.  The recommendation of 
the dispute resolution board shall be made by simple majority vote.  The dispute 
resolution board may, but shall not be required to, provide a written basis for its 
recommendation; or 

 
ii. If PJM selects not to participate in the informal non-binding proceeding, the 

matter shall be submitted to the FERC pursuant to Section 205 of the Federal 
Power Act.  In the FERC proceeding, PJM shall request that the FERC determine 
how the costs associated with the monetary penalty should be assigned. 

 
(g) If the PJM and the involved Member(s) agree on a proportion of penalty cost allocation, 

such agreement shall be submitted to the FERC pursuant to Section 205 of the Federal 
Power Act. 

 
(h) Notwithstanding anything to the contrary contained herein, if PJM fails to pay its share of 

the Reliability Standard violation costs within 30 days of receipt of the notice required in 
paragraph 1.4 (b) above, and the FERC issues a final order or orders which supports the 
NERC’s root cause findings regarding PJM’s conduct causing or contributing to the 
violation and the Member’s initial determinations in paragraph 1.4 (f) above, such 
payment shall be due with interest calculated at the FERC authorized rate from the date 
of payment of the penalty by the Registered Entity.  Provided, however, if PJM pays its 
share of the Reliability Standard violation costs within 30 days of receipt of the notice 
required in paragraph 1.4 (b) above, and the FERC issues a final order or orders which 
does not support the NERC’s root cause findings regarding PJM’s conduct causing or 
contributing to the violation and the Member’s initial determinations in paragraph 1.4 (f) 
above, such payment shall be refunded in full with interest calculated at the FERC 
authorized rate from the date of payment of the penalty by PJM. 
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ARTICLE 1 – DEFINITIONS 
 

 Unless the context otherwise specifies or requires, capitalized terms used herein shall 
have the respective meanings assigned herein or in the Schedules hereto, or in the PJM Tariff or 
PJM Operating Agreement if not otherwise defined in this Agreement, for all purposes of this 
Agreement (such definitions to be equally applicable to both the singular and the plural forms of 
the terms defined).  Unless otherwise specified, all references herein to Articles, Sections or 
Schedules, are to Articles, Sections or Schedules of this Agreement. As used in this Agreement: 
  
Agreement:  
  
“Agreement” shall mean this Reliability Assurance Agreement, together with all Schedules 
hereto, as amended from time to time. 
 
Annual Demand Resource: 
 
“Annual Demand Resource” shall mean a resource that is placed under the direction of the 
Office of the Interconnection  during the Delivery Year, and will be available for an unlimited 
number of interruptions during such Delivery Year by the Office of the Interconnection, and will 
be capable of maintaining each such interruption between the hours of 10:00AM to 10:00PM 
Eastern Prevailing Time for the months of June through October and the following May, and 
6:00AM through 9:00PM Eastern Prevailing Time for the months of November through April 
unless there is an Office of the Interconnection approved maintenance outage during October 
through April.  The Annual Demand Resource must be available in the corresponding Delivery 
year to be offered for sale or Self-Supplied in an RPM Auction, or included as an Annual 
Demand Resource in an FRR Capacity Plan for the corresponding Delivery Year. 
 
Annual Energy Efficiency Resource: 

 
“Annual Energy Efficiency Resource” shall mean a project, including installation of more 
efficient devices or equipment or implementation of more efficient processes or systems, 
meeting the requirements of Reliability Assurance Agreement, Schedule 6 and exceeding then-
current building codes, appliance standards, or other relevant standards, designed to achieve a 
continuous (during the summer and winter periods described in such Schedule 6 and the PJM 
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast 
prepared for the Delivery Year for which the Energy Efficiency Resource is proposed, and that is 
fully implemented at all times during such Delivery Year, without any requirement of notice, 
dispatch, or operator intervention. 
 
Applicable Regional Entity: 
  
“Applicable Regional Entity” shall have the same meaning as in the PJM Tariff.   
 
Base Capacity Demand Resource: 
 
“Base Capacity Demand Resource” shall mean, for the 2018/2019 and 2019/2020 Delivery 
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Years, a resource that is placed under the direction of the Office of the Interconnection and that 
will be available June through September of a Delivery Year, and will be available to the Office 
of the Interconnection for an unlimited number of interruptions during such months, and will be 
capable of maintaining each such interruption for at least a 10-hour duration between the hours 
of 10:00AM to 10:00PM Eastern Prevailing Time.  The Base Capacity Demand Resource must 
be available June through September in the corresponding Delivery Year to be offered for sale or 
self-supplied in an RPM Auction, or included as a Base Capacity Demand Resource in an FRR 
Capacity Plan for the corresponding Delivery Year.   

 
Base Capacity Energy Efficiency Resource:  
 
“Base Capacity Energy Efficiency Resource” shall mean, for the 2018/2019 and 2019/2020 
Delivery Years, a project, including installation of more efficient devices or equipment or 
implementation of more efficient processes or systems, meeting the requirements of the 
Reliability Assurance Agreement, Schedule 6 and exceeding then-current building codes, 
appliance standards, or other relevant standards, designed to achieve a continuous (during the 
summer peak periods as described in Reliability Assurance Agreement, Schedule 6 and the PJM 
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast 
prepared for the Delivery Year for which the Base Capacity Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, without any 
requirement of notice, dispatch, or operator intervention. 

 
Base Capacity Resource:  
 
“Base Capacity Resource” shall have the same meaning as in Tariff, Attachment DD. 
 
Base Residual Auction: 
  
“Base Residual Auction” shall have the same meaning as in Tariff, Attachment DD. 
  
Behind The Meter Generation: 
  
“Behind The Meter Generation” shall mean a generating unit that delivers energy to load without 
using the Transmission System or any distribution facilities (unless the entity that owns or leases 
the distribution facilities consented to such use of the distribution facilities and such consent has 
been demonstrated to the satisfaction of the Office of the Interconnection; provided, however, 
that Behind The Meter Generation does not include (i) at any time, any portion of such 
generating unit’s capacity that is designated as a Capacity Resource or (ii) in any hour, any 
portion of the output of such generating unit that is sold to another entity for consumption at 
another electrical location or into the PJM Interchange Energy Market. 
  
Black Start Capability: 
  
“Black Start Capability” shall mean the ability of a generating unit or station to go from a 
shutdown condition to an operating condition and start delivering power without assistance from 
the power system. 
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Capacity Emergency Transfer Objective (CETO): 
  
“Capacity Emergency Transfer Objective” or “CETO” shall mean the amount of electric energy 
that a given area must be able to import in order to remain within a loss of load expectation of 
one event in 25 years when the area is experiencing a localized capacity emergency, as 
determined in accordance with the PJM Manuals.  Without limiting the foregoing, CETO shall 
be calculated based in part on EFORD determined in accordance with Reliability Assurance 
Agreement, Schedule 5, Paragraph C. 
  
Capacity Emergency Transfer Limit (CETL): 
  
Capacity Emergency Transfer Limit” or “CETL” shall mean the capability of the transmission 
system to support deliveries of electric energy to a given area experiencing a localized capacity 
emergency as determined in accordance with the PJM Manuals. 
  
Capacity Import Limit: 
 
For any Delivery Year up to and including the 2019/2020 Delivery Year, “Capacity Import 
Limit” shall mean, (a) for the PJM Region, (1) the maximum megawatt quantity of external 
Generation Capacity Resources that PJM determines for each Delivery Year, through appropriate 
modeling and the application of engineering judgment, the transmission system can receive, in 
aggregate at the interface of the PJM Region with all external balancing authority areas and 
deliver to load in the PJM Region under capacity emergency conditions without violating 
applicable reliability criteria on any bulk electric system facility of 100kV or greater, internal or 
external to the PJM Region, that has an electrically significant response to transfers on such 
interface, minus (2) the then-applicable Capacity Benefit Margin; and (b) for certain source 
zones identified in the PJM manuals as groupings of one or more balancing authority areas, (1) 
the maximum megawatt quantity of external Generation Capacity Resources that PJM 
determines the transmission system can receive at the interface of the PJM Region with each 
such source zone and deliver to load in the PJM Region under capacity emergency conditions 
without violating applicable reliability criteria on any bulk electric system facility of 100kV or 
greater, internal or external to the PJM Region, that has an electrically significant response to 
transfers on such interface, minus the then-applicable Capacity Benefit Margin times (2) the ratio 
of the maximum import quantity from each such source zone divided by the PJM total maximum 
import quantity.  As more fully set forth in the PJM Manuals, PJM shall make such 
determination based on the latest peak load forecast for the studied period, the same computer 
simulation model of loads, generation and transmission topography employed in the 
determination of Capacity Emergency Transfer Limit for such Delivery Year, including external 
facilities from an industry standard model of the loads, generation, and transmission topography 
of the Eastern Interconnection under peak conditions.  PJM shall specify in the PJM Manuals the 
areas and minimum distribution factors for identifying monitored bulk electric system facilities 
that have an electrically significant response to such transfers on the PJM interface.  Employing 
such tools, PJM shall model increased power transfers from external areas into PJM to determine 
the transfer level at which one or more reliability criteria is violated on any monitored bulk 
electric system facilities that have an electrically significant response to such transfers.  For the 
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PJM Region Capacity Import Limit, PJM shall optimize transfers from other source areas not 
experiencing any reliability criteria violations as appropriate to increase the Capacity Import 
Limit.  The aggregate megawatt quantity of transfers into PJM at the point where any increase in 
transfers on the interface would violate reliability criteria will establish the Capacity Import 
Limit.  Notwithstanding the foregoing, a Capacity Resource located outside the PJM Region 
shall not be subject to the Capacity Import Limit if the Capacity Market Seller seeks an 
exception thereto by demonstrating to PJM, by no later than five (5) business days prior to the 
commencement of the offer period for the relevant RPM Auction, that such resource meets all of 
the following requirements: 

(i)  it has, at the time such exception is requested, met all applicable requirements to 
be treated as equivalent to PJM Region internal generation that is not subject to NERC tagging as 
an interchange transactionpseudo-tied into the PJM Region, or the Capacity Market Seller has 
committed in writing that it will meet such requirements, unless prevented from doing so by 
circumstances beyond the control of the Capacity Market Seller, prior to the relevant Delivery 
Year; 

 
(ii)  at the time such exception is requested, it has long-term firm transmission service 

confirmed on the complete transmission path from such resource into PJM; and 
 
(iii) it is, by written commitment of the Capacity Market Seller, subject to the same 

obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff, 
Attachment DD, section 6.6 to offer their capacity into RPM Auctions; provided, however, that 
(a) the total megawatt quantity of all exceptions granted hereunder for a Delivery Year, plus the 
Capacity Import Limit for the applicable interface determined for such Delivery Year, may not 
exceed the total megawatt quantity of Network External Designated Transmission Service on 
such interface that PJM has confirmed for such Delivery Year; and (b) if granting a qualified 
exception would result in a violation of the rule in clause (a), PJM shall grant the requested 
exception but reduce the Capacity Import Limit by the quantity necessary to ensure that the total 
quantity of Network External Designated Transmission Service is not exceeded. 
 
Capacity Performance Resource: 

 
“Capacity Performance Resource” shall have the same meaning as in Tariff, Attachment DD. 
 
Capacity Resources: 
  
“Capacity Resources” shall mean megawatts of (i) net capacity from Existing Generation 
Capacity Resources or Planned Generation Capacity Resources meeting the requirements of the 
Reliability Assurance Agreement, Schedules 9 and 10 that are or will be owned by or contracted 
to a Party and that are or will be committed to satisfy that Party's obligations under the 
Reliability Assurance Agreement, or to satisfy the reliability requirements of the PJM Region, 
for a Delivery Year; (ii) net capacity from Existing Generation Capacity Resources or Planned 
Generation Capacity Resources not owned or contracted for by a Party which are accredited to 
the PJM Region pursuant to the procedures set forth in such Schedules 9 and 10;  and (iii)  load 
reduction capability provided by Demand Resources or Energy Efficiency Resources that are 
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accredited to the PJM Region pursuant to the procedures set forth in the Reliability Assurance 
Agreement, Schedule 6. 
  
Capacity Transfer Right: 
  
“Capacity Transfer Right” shall have the meaning specified in Tariff, Attachment DD. 
  
Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall have the same meaning as in the Tariff. 
 
Control Area: 
  
“Control Area” shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common generation control 
scheme is applied in order to: 
  
 (a) match the power output of the generators within the electric power system(s) and 
energy purchased from entities outside the electric power system(s), with the load within the 
electric power system(s); 
  
 (b) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
  
  (c) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice and the criteria of NERC and each Applicable Regional 
Entity; 
  
 (d) maintain power flows on transmission facilities within appropriate limits to 
preserve reliability; and 
  
 (e) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
  
Daily Unforced Capacity Obligation: 
  
“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with the Reliability Assurance 
Agreement, Schedule 8 or, as to an FRR Entity, in the Reliability Assurance Agreement, 
Schedule 8.1. 
  
Delivery Year: 
  
“Delivery Year” shall mean a Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, section 5 or pursuant to 
an FRR Capacity Plan. 
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Demand Resource (DR): 
  
“Demand Resource” or “DR” shall mean a Limited Demand Resource, Extended Summer 
Demand Resource, Annual Demand Resource, Base Capacity Demand Resource or Summer-
Period Demand Resource with a demonstrated capability to provide a reduction in demand or 
otherwise control load in accordance with the requirements of the Reliability Assurance 
Agreement, Schedule 6 that offers and that clears load reduction capability in a Base Residual 
Auction or Incremental Auction or that is committed through an FRR Capacity Plan.   
 
Demand Resource Officer Certification Form: 

 
“Demand Resource Officer Certification Form” shall mean a certification as to an intended 
Demand Resource Sell Offer, in accordance with the Reliability Assurance Agreement, 
Schedules 6 and 8.1 and the PJM Manuals. 
  
Demand Resource Sell Offer Plan: 
 
“Demand Resource Sell Offer Plan” shall mean the plan required by the Reliability Assurance 
Agreement, Schedules 6 and 8.1 in support of an intended offer of Demand Resources in an 
RPM Auction, or an intended inclusion of Demand Resources in an FRR Capacity Plan. 
  
Demand Resource Factor or DR Factor: 
  
“Demand Resource Factor” or “DR Factor” shall mean, for Delivery Years through May 31, 
2018, that factor approved from time to time by the PJM Board used to determine the unforced 
capacity value of a Demand Resource in accordance with the Reliability Assurance Agreement, 
Schedule 6. 
  
Electric Cooperative: 
  
“Electric Cooperative” shall mean an entity owned in cooperative form by its customers that is 
engaged in the generation, transmission, and/or distribution of electric energy. 
  
Electric Distributor: 
  
“Electric Distributor” shall mean a Member that 1) owns or leases with rights equivalent to 
ownership of electric distribution facilities that are used to provide electric distribution service to 
electric load within the PJM Region; or is a generation and transmission cooperative or a joint 
municipal agency that has a member that owns electric distribution facilities used to provide 
electric distribution service to the electric load within the PJM Region; or 2) is a generation and 
transmission cooperative or a joint municipal agency that has a member that owns electric 
distribution facilities used to provide electric distribution service to electric load within the PJM 
Region. 
  
Emergency: 
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“Emergency” shall mean (i) an abnormal system condition requiring manual or automatic action 
to maintain system frequency, or to prevent loss of firm load, equipment damage, or tripping of 
system elements that could adversely affect the reliability of an electric system or the safety of 
persons or property; or (ii) a fuel shortage requiring departure from normal operating procedures 
in order to minimize the use of such scarce fuel; or (iii) a condition that requires implementation 
of emergency procedures as defined in the PJM Manuals. 
  
End-Use Customer: 
  
“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PJM 
Region. 
  
Energy Efficiency Resource: 
  
“Energy Efficiency Resource” shall mean a project, including installation of more efficient 
devices or equipment or implementation of more efficient processes or systems, meeting the 
requirements of the Reliability Assurance Agreement, Schedule 6 and exceeding then-current 
building codes, appliance standards, or other relevant standards, designed to achieve a 
continuous (during the periods described in the Reliability Assurance Agreement, Schedule 6 
and the PJM Manuals) reduction in electric energy consumption that is not reflected in the peak 
load forecast prepared for the Delivery Year for which the Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, without any 
requirement of notice, dispatch, or operator intervention.  Annual Energy Efficiency Resources,  
Base Capacity Energy Efficiency Resources and Summer-Period Energy Efficiency Resources 
are types of Energy Efficiency Resources. 
 

 
Existing Demand Resource: 
 
“Existing Demand Resource” shall mean a Demand Resource for which the Demand Resource 
Provider has identified existing end-use customer sites that are registered for the current Delivery 
Year with PJM (even if not registered by such Demand Resource Provider) and that the Demand 
Resource Provider reasonably expects to have under a contract to reduce load based on PJM 
dispatch instructions by the start of the Delivery Year for which such resource is offered. 
 
Existing Generation Capacity Resource: 
 
“Existing Generation Capacity Resource” shall mean, for purposes of the must-offer requirement 
and mitigation of offers for any RPM Auction for a Delivery Year, a Generation Capacity 
Resource that, as of the date on which bidding commences for such auction: (a) is in service; or 
(b) is not yet in service, but has cleared any RPM Auction for any prior Delivery Year.  A 
Generation Capacity Resource shall be deemed to be in service if interconnection service has 
ever commenced (for resources located in the PJM Region), or if it is physically and electrically 
interconnected to an external Control Area and is in full commercial operation (for resources not 
located in the PJM Region).  The additional megawatts of a Generation Capacity Resource that is 
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being, or has been, modified to increase the number of megawatts of available installed capacity 
thereof shall not be deemed to be an Existing Generation Capacity Resource until such time as 
those megawatts (a) are in service; or (b) are not yet in service, but have cleared any RPM 
Auction for any prior Delivery Year. 

 
Extended Summer Demand Resource: 
 
“Extended Summer Demand Resource” shall mean, for Delivery Years through May 31, 2018, 
and for FRR Capacity Plans Delivery Years through May 31, 2019, a resource that is placed 
under the direction of the Office of the Interconnection and that will be available June through 
October and the following May, and will be available for an unlimited number of interruptions 
during such months by the Office of the Interconnection, and will be capable of maintaining each 
such interruption for at least a 10-hour duration between the hours of 10:00AM to 10:00PM 
Eastern Prevailing Time. The Extended Summer Demand Resource must be available June 
through October and the following May in the corresponding Delivery Year to be offered for sale 
or Self-Supplied in an RPM Auction, or included as an Extended Summer Demand Resource in 
an FRR Capacity Plan for the corresponding Delivery Year.   
  
Facilities Study Agreement: 
  
“Facilities Study Agreement” shall have the same meaning as in the PJM Tariff 
   
FERC: 
  
“FERC” shall mean the Federal Energy Regulatory Commission or any successor federal 
agency, commission or department exercising jurisdiction over this Reliability Assurance 
Agreement. 
  
Firm Point-To-Point Transmission Service: 
  
“Firm Point-To-Point Transmission Service” shall mean Firm Transmission Service provided 
pursuant to the rates, terms and conditions set forth in Tariff, Part II. 
  
Firm Transmission Service: 
  
“Firm Transmission Service” shall mean transmission service that is intended to be available at 
all times to the maximum extent practicable, subject to an Emergency, an unanticipated failure of 
a facility, or other event beyond the control of the owner or operator of the facility or the Office 
of the Interconnection. 
  
Fixed Resource Requirement Alternative or FRR Alternative: 
  
“Fixed Resource Requirement Alternative” or “FRR Alternative” shall mean an alternative 
method for a Party to satisfy its obligation to provide Unforced Capacity hereunder, as set forth 
in the Reliability Assurance Agreement, Schedule 8.1. 
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Forecast Pool Requirement: 
  
“Forecast Pool Requirement” or “FPR” shall mean the amount equal to one plus the unforced 
reserve margin (stated as a decimal number) for the PJM Region required pursuant to this 
Reliability Assurance Agreement, as approved by the PJM Board pursuant to Reliability 
Assurance Agreement, Schedule 4.1. 
  
FRR Capacity Plan or FRR Plan: 
  
“FRR Capacity Plan” or “FRR Plan” shall mean a long-term plan for the commitment of 
Capacity Resources to satisfy the capacity obligations of a Party that has elected the FRR 
Alternative, as more fully set forth in the Reliability Assurance Agreement, Schedule 8.1. 
  
FRR Entity: 
  
“FRR Entity” shall mean, for the duration of such election, a Party that has elected the FRR 
Alternative hereunder. 
  
FRR Service Area: 
  
“FRR Service Area” shall mean (a) the service territory of an IOU as recognized by state law, 
rule or order; (b) the service area of a Public Power Entity or Electric Cooperative as recognized 
by franchise or other state law, rule, or order; or (c) a separately identifiable geographic area that 
is: (i) bounded by wholesale metering, or similar appropriate multi-site aggregate metering, that 
is visible to, and regularly reported to, the Office of the Interconnection, or that is visible to, and 
regularly reported to an Electric Distributor and such Electric Distributor agrees to aggregate the 
load data from such meters for such FRR Service Area and regularly report such aggregated 
information, by FRR Service Area, to the Office of the Interconnection; and (ii) for which the 
FRR Entity has or assumes the obligation to provide capacity for all load (including load growth) 
within such area.  In the event that the service obligations of an Electric Cooperative or Public 
Power Entity are not defined by geographic boundaries but by physical connections to a defined 
set of customers, the FRR Service Area in such circumstances shall be defined as all customers 
physically connected to transmission or distribution facilities of such Electric Cooperative or 
Public Power Entity within an area bounded by appropriate wholesale aggregate metering as 
described above.   
  
Full Requirements Service: 
  
“Full Requirements Service” shall mean wholesale service to supply all of the power needs of a 
Load Serving Entity to serve end-users within the PJM Region that are not satisfied by its own 
generating facilities. 
  
Generation Capacity Resource: 
  
“Generation Capacity Resource” shall mean a generation unit, or the contractual right to capacity 
from a specified generation unit, that meets the requirements of Schedules 9 and 10 of this 
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Agreement, and, for generation units that are committed to an FRR Capacity Plan, that meets the 
requirements of Schedule 8.1 of this Agreement.  A Generation Capacity Resource may be an 
Existing Generation Capacity Resource or a Planned Generation Capacity Resource.  
  
Generation Owner: 
  
“Generation Owner” shall mean a Member that owns or leases with rights equivalent to 
ownership, facilities for the generation of electric energy that are located within the PJM Region.  
Purchasing all or a portion of the output of a generation facility shall not be sufficient to qualify a 
Member as a Generation Owner. 
  
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. 
  
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 repairs on specific components of the facility, if 
removal of the facility qualifies as a maintenance outage pursuant to the PJM Manuals. 
  
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 PJM Manuals. 
  
Good Utility Practice: 
  
“Good Utility Practice” shall mean any of the practices, methods and acts engaged in or 
approved by a significant portion of the electric utility industry during the relevant time period, 
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light 
of the facts known at the time the decision was made, could have been expected to accomplish 
the desired result at a reasonable cost consistent with good business practices, reliability, safety 
and expedition.  Good Utility Practice is not intended to be limited to the optimum practice, 
method, or act to the exclusion of all others, but rather is intended to include acceptable 
practices, methods, or acts generally accepted in the region; including those practices required by 
Federal Power Act Section 215(a)(4).  
  
Incremental Auction: 
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“Incremental Auction” shall mean the First Incremental Auction, the Second Incremental 
Auction, the Third Incremental Auction, or the Conditional Incremental Auction. 
  
IOU: 
  
“IOU” shall mean an investor-owned utility with substantial business interest in owning and/or 
operating electric facilities in any two or more of the following three asset categories:  
generation, transmission, distribution. 
 
Limited Demand Resource: 
  
“Limited Demand Resource” shall mean, for Delivery Years through May 31, 2018, and for FRR 
Capacity Plans Delivery Years through May 31, 2019, a resource that is placed under the 
direction of the Office of the Interconnection and that will, at a minimum, be available for 
interruption for at least 10 Load Management Events during the summer period of June through 
September in the Delivery Year, and will be capable of maintaining each such interruption for at 
least a 6-hour duration.  At a minimum, the Limited Demand Resource shall be available for 
such interruptions on weekdays, other than NERC holidays, from 12:00PM (noon) to 8:00PM 
Eastern Prevailing Time.  The Limited Demand Resource must be available during the summer 
period of June through September in the corresponding Delivery Year to be offered for sale or 
Self-Supplied in an RPM Auction, or included as a Limited Demand Resource in an FRR 
Capacity Plan for the corresponding Delivery Year. 
  
Load Serving Entity or LSE: 
  
“Load Serving Entity” or “LSE” shall mean any entity (or the duly designated agent of such an 
entity), including a load aggregator or power marketer, (i) serving end-users within the PJM 
Region, and (ii) that has been granted the authority or has an obligation pursuant to state or local 
law, regulation or franchise to sell electric energy to end-users located within the PJM Region.  
Load Serving Entity shall include any end-use customer that qualifies under state rules or a 
utility retail tariff to manage directly its own supply of electric power and energy and use of 
transmission and ancillary services. 
  
Locational Reliability Charge: 
  
“Locational Reliability Charge” shall mean the charge determined pursuant to Operating 
Agreement, Schedule 8. 
  
Markets and Reliability Committee: 
  
“Markets and Reliability Committee” shall mean the committee established pursuant to the 
Operating Agreement as a Standing Committee of the Members Committee.  
  
Maximum Emergency Service Level: 
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“Maximum Emergency Service Level” or “MESL” of Price Responsive Demand shall mean the 
level, determined at a PRD Substation level, to which Price Responsive Demand shall be reduced 
during the Delivery Year when a Maximum Generation Emergency is declared and the 
Locational Marginal Price exceeds the price associated with such Price Responsive Demand 
identified by the PRD Provider in its PRD Plan. 
 
Member: 
  
“Member” shall mean an entity that satisfies the requirements of Sections 1.24 and 11.6 of the 
PJM Operating Agreement.  In accordance with  the Reliability Assurance Agreement, Article 4, 
each Party to this Agreement also is a Member. 
  
Members Committee: 
  
“Members Committee” shall mean the committee specified in Section 8 of the PJM Operating 
Agreement composed of the representatives of all the Members. 
  
NERC: 
  
“NERC” shall mean the North American Electric Reliability Corporation or any successor 
thereto. 
 
Network External Designated Transmission Service: 
 
“Network External Designated Transmission Service” shall mean the quantity of network 
transmission service confirmed by PJM for use by a market participant to import power and 
energy from an identified Generation Capacity Resource located outside the PJM Region, upon 
demonstration by such market participant that it owns such Generation Capacity Resource, has 
an executed contract to purchase power and energy from such Generation Capacity Resource, or 
has a contract to purchase power and energy from such Generation Capacity Resource contingent 
upon securing firm transmission service from such resource. 
 
Network Resources: 
  
“Network Resources” shall have the meaning set forth in the PJM Tariff. 
  
Network Transmission Service: 
  
“Network Transmission Service” shall mean transmission service provided pursuant to the rates, 
terms and conditions set forth in Tariff, Part III or transmission service comparable to such 
service that is provided to a Load Serving Entity that is also a Transmission Owner (as that term 
is defined in the PJM Tariff). 

 
Nominal PRD Value:  
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“Nominal PRD Value” shall mean, as to any PRD Provider, an adjustment, determined in 
accordance with Operating Agreement, Schedule 6.1, to the peak-load forecast used to determine 
the quantity of capacity sought through an RPM Auction, reflecting the aggregate effect of Price 
Responsive Demand on peak load resulting from the Price Responsive Demand to be provided 
by such PRD Provider.    
 
Nominated Demand Resource Value: 
  
“Nominated Demand Resource Value” shall have the meaning specified in Tariff, Attachment 
DD. 
  
Non-Retail Behind the Meter Generation: 
  
“Non-Retail Behind the Meter Generation” shall mean Behind the Meter Generation that is used 
by municipal electric systems, electric cooperatives, and electric distribution companies to serve 
load. 
  
Obligation Peak Load: 
  
“Obligation Peak Load” shall have the meaning specified in Operating Agreement, Schedule 8. 
  
Office of the Interconnection: 
  
“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, 
L.L.C., subject to the supervision and oversight of the PJM Board, acting pursuant to the 
Operating Agreement. 
  
Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement: 
  
“Operating Agreement of the PJM Interconnection, L.L.C.” or “Operating Agreement” shall 
mean that  Agreement, dated as of April 1, 1997 and as amended and restated as of June 2, 1997, 
including all Schedules, Exhibits, Appendices, addenda or supplements hereto, as amended from 
time to time thereafter, among the Members of the PJM Interconnection, L.L.C. 
  
Operating Day: 
 
“Operating Day” shall have the same meaning as provided in the Operating Agreement. 
  
 
Operating Reserve: 
  
“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for 
a specified period of an Operating Day to ensure the reliable operation of the PJM Region, as 
specified in the PJM Manuals. 
  
Other Supplier: 
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“Other Supplier” shall mean a Member that is (i) a seller, buyer or transmitter of electric capacity 
or energy in, from or through the PJM Region, and (ii) is not a Generation Owner, Electric 
Distributor, Transmission Owner or End-Use Customer. 
  
Partial Requirements Service: 
  
“Partial Requirements Service” shall mean wholesale service to supply a specified portion, but 
not all, of the power needs of a Load Serving Entity to serve end-users within the PJM Region 
that are not satisfied by its own generating facilities. 
 
Performance Assessment Hour: 
 
“Performance Assessment Hour” shall have the meaning specified in Attachment DD of the PJM 
Tariff. 
  
Percentage Internal Resources Required: 
  
“Percentage Internal Resources Required” shall mean, for purposes of an FRR Capacity Plan, the 
percentage of the LDA Reliability Requirement for an LDA that must be satisfied with Capacity 
Resources located in such LDA. 
  
Party: 
  
“Party” shall mean an entity bound by the terms of the Operating Agreement. 
  
PJM: 
  
“PJM” shall mean the PJM Board and the Office of the Interconnection. 
  
PJM Board: 
  
“PJM Board” shall mean the Board of Managers of the PJM Interconnection, L.L.C., acting 
pursuant to the Operating Agreement. 
  
PJM Manuals: 
  
“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the 
Office of the Interconnection for the operation, planning and accounting requirements of the PJM 
Region. 
  
PJM Tariff (Tariff): 
  
“PJM Tariff” or “Tariff” shall mean that certain “PJM Open Access Transmission Tariff, 
including any schedules, appendices, or exhibits attached thereto, on file with FERC and as 
amended from time to time thereafter. 
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PJM Region: 
  
“PJM Region” shall have the same meaning as provided in the Operating Agreement. 
  
PJM Region Installed Reserve Margin: 
  
“PJM Region Installed Reserve Margin” shall mean the percent installed reserve margin for the 
PJM Region required pursuant to the Operating Agreement, as approved by the PJM Board 
pursuant to Operating Agreement, Schedule 4.1. 
  
Planned Demand Resource: 
  
“Planned Demand Resource” shall mean any Demand Resource that does not currently have the 
capability to provide a reduction in demand or to otherwise control load, but that is scheduled to 
be capable of providing such reduction or control on or before the start of the Delivery Year for 
which such resource is to be committed, as determined in accordance with the requirements of 
Operating Agreement, Schedule 6.  As set forth in Operating Agreement, Schedules 6 and 8.1, a 
Demand Resource Provider submitting a DR Sell Offer Plan shall identify as Planned Demand 
Resources in such plan all Demand Resources in excess of those that qualify as Existing Demand 
Resources. 
  
Planned External Generation Capacity Resource: 
  
“Planned External Generation Capacity Resource” shall mean a proposed Generation Capacity 
Resource, or a proposed increase in the capability of a Generation Capacity Resource, that (a) is 
to be located outside the PJM Region, (b) participates in the generation interconnection process 
of a Control Area external to PJM, (c) is scheduled to be physically and electrically 
interconnected to the transmission facilities of such Control Area on or before the first day of the 
Delivery Year for which such resource is to be committed to satisfy the reliability requirements 
of the PJM Region, and (d) is in full commercial operation prior to the first day of such Delivery 
Year, such that it is sufficient to provide the Installed Capacity set forth in the Sell Offer forming 
the basis of such resource’s commitment to the PJM Region.  Prior to participation in any Base 
Residual Auction for such Delivery Year, the Capacity Market Seller must demonstrate that it 
has a fully executed system impact study agreement (or other documentation which is 
functionally equivalent to a System Impact Study Agreement under the PJM Tariff) or, for 
resources which are greater than 20MWs participating in a Base Residual Auction for the 
2019/2020 Delivery Year and subsequent Delivery Years, an agreement or other documentation 
which is functionally equivalent to a Facilities Study Agreement under the PJM Tariff), with the 
transmission owner to whose transmission facilities or distribution facilities the resource is being 
directly connected, and, as applicable, the transmission provider.  Prior to participating in any  
Incremental Auction for such Delivery Year, the Capacity Market Seller must demonstrate it has 
entered into an interconnection agreement, or such other documentation that is functionally 
equivalent to an Interconnection Service Agreement under the PJM Tariff, with the transmission 
owner to whose transmission facilities or distribution facilities the resource is being directly 
connected, and, as applicable, the transmission provider.  A Planned External Generation 



 

Page 760 

Capacity Resource must provide evidence to PJM that it has been studied as a Network 
Resource, or such other similar interconnection product in such external Control Area, must 
provide contractual evidence that it has applied for or purchased transmission service to be 
deliverable to the PJM border, and must provide contractual evidence that it has applied for 
transmission service to be deliverable to the bus at which energy is to delivered, the agreements 
for which must have been executed prior to participation in any Reliability Pricing Model 
Auction for such Delivery Year. Any such resource shall cease to be considered a Planned 
External Generation Capacity Resource as of the earlier of (i) the date that interconnection 
service commences as to such resource; or (ii) the resource has cleared an RPM Auction, in 
which case it shall become an Existing Generation Capacity Resource for purposes of the 
mitigation of offers for any RPM Auction for all subsequent Delivery Years.   
  
Planned Generation Capacity Resource: 
  
“Planned Generation Capacity Resource” shall mean a Generation Capacity Resource, or 
additional megawatts to increase the size of a Generation Capacity Resource that is being or has 
been modified to increase the number of megawatts of available installed capacity thereof,  
participating in the generation interconnection process under Tariff, Part IV, Subpart A, as 
applicable, for which: (i) Interconnection Service is scheduled to commence on or before the first 
day of the Delivery Year for which such resource is to be committed to RPM or to an FRR 
Capacity Plan; (ii) for any such resource seeking to offer into a Base Residual Auction, or for 
any such resource of 20 MWs or less seeking to offer into a Base Residual Auction, a System 
Impact Study Agreement (or, for resources for which a System Impact Study Agreement is not 
required, has such other agreement or documentation that is functionally equivalent to a System 
Impact Study Agreement) has been executed prior to the Base Residual Auction for such 
Delivery Year; (iii) for any such resource of more than 20 MWs seeking to offer into a Base 
Residual Auction for the 2019/2020 Delivery Year and subsequent Delivery Years, a Facilities 
Study Agreement (or, for resources for which a Facilities Study Agreement is not required, has 
such other agreement or documentation that is functionally equivalent to a Facility Studies 
Agreement) has been executed prior to the Base Residual Auction for such Delivery Year; (iv) 
an Interconnection Service Agreement has been executed prior to any Incremental Auction for 
such Delivery Year in which such resource plans to participate; and (iv) no megawatts of 
capacity have cleared an RPM Auction for any prior Delivery Year.  For purposes of the must-
offer requirement and mitigation of offers for any RPM Auction for a Delivery Year, a 
Generation Capacity Resource shall cease to be considered a Planned Generation Capacity 
Resource as of the earlier of (i) the date that Interconnection Service commences as to such 
resource; or (ii) the resource has cleared an RPM Auction for any Delivery Year, in which case it 
shall become an Existing Generation Capacity Resource for any RPM Auction for all subsequent 
Delivery Years.   
  
Planning Period: 
  
“Planning Period” shall mean the 12 months beginning June 1 and extending through May 31 of 
the following year, or such other period approved by the Members Committee. 
  
PRD Curve: 
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“PRD Curve” shall mean a price-consumption curve at a PRD Substation level, if available, and 
otherwise at a Zonal (or sub-Zonal LDA, if applicable) level, that details the base consumption 
level of Price Responsive Demand and the decreasing consumption levels at increasing prices. 

 
PRD Provider:  

 
“PRD Provider” shall mean (i) a Load Serving Entity that provides PRD; or (ii) an entity without 
direct load serving responsibilities that has entered contractual arrangements with end-use 
customers served by a Load Serving Entity that satisfy the eligibility criteria for Price 
Responsive Demand. 

 
PRD Provider’s Zonal Expected Peak Load Value of PRD:  
 
“PRD Provider’s Zonal Expected Peak Load Value of PRD” shall mean the expected 
contribution to Delivery Year peak load of a PRD Provider’s Price Responsive Demand, were 
such demand not to be reduced in response to price, based on the contribution of the end-use 
customers comprising such Price Responsive Demand to the most recent prior Delivery Year’s 
peak demand, escalated to the Delivery Year in question, as determined in a manner consistent 
with the Office of the Interconnection’s load forecasts used for purposes of the RPM Auctions. 

 
PRD Reservation Price: 

 
“PRD Reservation Price” shall mean an RPM Auction clearing price identified in a PRD Plan for 
Price Responsive Demand load below which the PRD Provider desires not to commit the 
identified load as Price Responsive Demand. 

  
PRD Substation: 

 
“PRD Substation” shall mean an electrical substation that is located in the same Zone or in the 
same sub-Zonal LDA as the end-use customers identified in a PRD Plan or PRD registration and 
that, in terms of the electrical topography of the Transmission Facilities comprising the PJM 
Region, is as close as practicable to such loads. 
 
Price Responsive Demand: 
 
“Price Responsive Demand” or “PRD” shall mean end-use customer load registered by a PRD 
Provider pursuant to Schedule 6.1 of the PJM Reliability Assurance Agreement that have, as set 
forth in more detail in the PJM Manuals, the metering capability to record electricity 
consumption at an interval of one hour or less, Supervisory Control capable of curtailing such 
load (consistent with applicable RERRA requirements) at each PRD Substation identified in the 
relevant PRD Plan or PRD registration in response to a Maximum Generation Emergency 
declared by the Office of the Interconnection, and a retail rate structure, or equivalent contractual 
arrangement, capable of changing retail rates as frequently as an hourly basis, that is linked to or 
based upon changes in real-time Locational Marginal Prices at a PRD Substation level and that 
results in a predictable automated response to varying wholesale electricity prices. 
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Price Responsive Demand Credit: 
 
“Price Responsive Demand Credit” shall mean a credit, based on committed Price Responsive 
Demand, as determined under Operating Agreement, Schedule 6.1. 
 
Price Responsive Demand Plan or PRD Plan: 
 
“Price Responsive Demand Plan” or “PRD Plan” shall mean a plan, submitted by a PRD 
Provider and received by the Office of the Interconnection in accordance with Operating 
Agreement, Schedule 6.1 and procedures specified in the PJM Manuals, claiming a peak demand 
limitation due to Price Responsive Demand to support the determination of such PRD Provider’s 
Nominal PRD Value. 
 
Public Power Entity: 
  
“Public Power Entity” shall mean any agency, authority, or instrumentality of a state or of a 
political subdivision of a state, or any corporation wholly owned by any one or more of the 
foregoing, that is engaged in the generation, transmission, and/or distribution of electric energy. 
  
Qualifying Transmission Upgrades: 
  
“Qualifying Transmission Upgrades” shall have the meaning specified in Attachment DD to the 
PJM Tariff. 
  
Relevant Electric Retail Regulatory Authority: 

 
“Relevant Electric Retail Regulatory Authority” or “RERRA” shall have the meaning specified 
in the PJM Operating Agreement. 
 
Reliability Principles and Standards: 
  
“Reliability Principles and Standards” shall mean the principles and standards established by 
NERC or an Applicable Regional Entity to define, among other things, an acceptable probability 
of loss of load due to inadequate generation or transmission capability, as amended from time to 
time. 
  
Required Approvals: 
  
“Required Approvals” shall mean all of the approvals required for the Operating Agreement to 
be modified or to be terminated, in whole or in part, including the acceptance for filing by FERC 
and every other regulatory authority with jurisdiction over all or any part of the Operating 
Agreement. 
  
Self-Supply: 
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“Self-Supply” shall have the meaning provided in Tariff, Attachment DD. 
 
Small Commercial Customer: 
 
“Small Commercial Customer” shall have the same meaning as in the PJM Tariff. 
  
State Consumer Advocate: 
  
“State Consumer Advocate” shall mean a legislatively created office from any State, all or any 
part of the territory of which is within the PJM Region, and the District of Columbia established, 
inter alia, for the purpose of representing the interests of energy consumers before the utility 
regulatory commissions of such states and the District of Columbia and the FERC.  
  
State Regulatory Structural Change: 
  
“State Regulatory Structural Change” shall mean as to any Party, a state law, rule, or order that, 
after September 30, 2006, initiates a program that allows retail electric consumers served by such 
Party to choose from among alternative suppliers on a competitive basis, terminates such a 
program, expands such a program to include classes of customers or localities served by such 
Party that were not previously permitted to participate in such a program, or that modifies retail 
electric market structure or market design rules in a manner that materially increases the 
likelihood that a substantial proportion of the customers of such Party that are eligible for retail 
choice under such a program (a) that have not exercised such choice will exercise such choice; or 
(b) that have exercised such choice will no longer exercise such choice, including for example, 
without limitation, mandating divestiture of utility-owned generation or structural changes to 
such Party’s default service rules that materially affect whether retail choice is economically 
viable. 

 
Summer-Period Demand Resource: 
 
Summer-Period Demand Resource shall mean, for the 2020/2021 Delivery Year and subsequent 
Delivery Years, a resource that is placed under the direction of the Office of the Interconnection, 
and will be available June through October and the following May of the Delivery Year, and will 
be available for an unlimited number of interruptions during such months by the Office of the 
Interconnection, and will be capable of maintaining each such interruption between the hours of 
10:00AM to 10:00PM Eastern Prevailing Time.  The Summer-Period Demand Resource must be 
available June through October and the following May in the corresponding Delivery Year to be 
offered for sale in an RPM Auction, or included as a Summer-Period Demand Resource in an 
FRR Capacity Plan for the corresponding Delivery Year. 
 
Summer-Period Energy Efficiency Resource:  
 
Summer-Period Energy Efficiency Resource shall mean, for the 2020/2021 Delivery Year and 
subsequent Delivery Years, a project, including installation of more efficient devices or 
equipment or implementation of more efficient processes or systems, meeting the requirements 
of Schedule 6 of this Agreement and exceeding then-current building codes, appliance standards, 
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or other relevant standards, designed to achieve a continuous (during the summer peak periods as 
described in Schedule 6 and the PJM Manuals) reduction in electric energy consumption that is 
not reflected in the peak load forecast prepared for the Delivery Year for which the Summer-
Period Energy Efficiency Resource is proposed, and that is fully implemented at all times during 
such Delivery Year, without any requirement of notice, dispatch, or operator intervention. 
 
Supervisory Control: 

 
“Supervisory Control” shall mean the capability to curtail, in accordance with applicable 
RERRA requirements, load registered as Price Responsive Demand at each PRD Substation 
identified in the relevant PRD Plan or PRD registration in response to a Maximum Generation 
Emergency declared by the Office of the Interconnection.  Except to the extent automation is not 
required by the provisions of the Operating Agreement, the curtailment shall be automated, 
meaning that load shall be reduced automatically in response to control signals sent by the PRD 
Provider or its designated agent directly to the control equipment where the load is located 
without the requirement for any action by the end-use customer. 
  
Threshold Quantity: 
  
“Threshold Quantity” shall mean, as to any FRR Entity for any Delivery Year, the sum of (a) the 
Unforced Capacity equivalent (determined using the Pool-Wide Average EFORD) of the 
Installed Reserve Margin for such Delivery Year multiplied by the Preliminary Forecast Peak 
Load for which such FRR Entity is responsible under its FRR Capacity Plan for such Delivery 
Year, plus (b) the lesser of (i) 3% of the Unforced Capacity amount determined in (a) above or 
(ii) 450 MW.  If the FRR Entity is not responsible for all load within a Zone, the Preliminary 
Forecast Peak Load for such entity shall be the FRR Entity’s Obligation Peak Load last 
determined prior to the Base Residual Auction for such Delivery Year, times the Base FRR 
Scaling Factor (as determined in accordance with Operating Agreement, Schedule 8.1). 
  
Transmission Facilities: 
  
“Transmission Facilities” shall mean facilities that:  (i) are within the PJM Region; (ii) meet the 
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have 
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (iii) 
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated 
with the PJM Region transmission system and integrated into the planning and operation of the 
PJM Region to serve all of the power and transmission customers within the PJM Region. 
  
Transmission Owner: 
  
“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to 
ownership Transmission Facilities.  Taking transmission service shall not be sufficient to qualify 
a Member as a Transmission Owner. 
  
Transmission Owners Agreement: 
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“Transmission Owners Agreement” shall mean that certain Consolidated Transmission Owners 
Agreement, dated as of December 15, 2005 and as amended from time to time, among 
transmission owners within the PJM Region. 
  
Unforced Capacity: 
  
“Unforced Capacity” shall mean installed capacity rated at summer conditions that is not on 
average experiencing a forced outage or forced derating, calculated for each Capacity Resource 
on the 12-month period from October to September without regard to the ownership of or the 
contractual rights to the capacity of the unit. 
  
Zonal Capacity Price: 
  
“Zonal Capacity Price” shall mean the price of Unforced Capacity in a Zone that an LSE that has 
not elected the FRR Alternative is obligated to pay for a Delivery Year as determined pursuant to 
Attachment DD to the PJM Tariff. 
  
Zone or Zonal: 
  
“Zone” or “Zonal” shall refer to an area within the PJM Region, as set forth in Operating 
Agreement, Schedule 15, or as such areas may be (i) combined as a result of mergers or 
acquisitions or (ii) added as a result of the expansion of the boundaries of the PJM Region.  A 
Zone shall include any Non-Zone Network Load (as defined in the PJM Tariff) located outside 
the PJM Region that is served from such Zone under Schedule H-A  of the PJM Tariff. 
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SCHEDULE 6 
 

PROCEDURES FOR DEMAND RESOURCES AND ENERGY EFFICIENCY 
 

A. Parties can partially or wholly offset the amounts payable for the Locational 
Reliability Charge with Demand Resources that are operated under the direction of the Office of 
the Interconnection.  FRR Entities may reduce their capacity obligations with Demand Resources 
that are operated under the direction of the Office of the Interconnection and detailed in such 
entity’s FRR Capacity Plan.  Demand Resources qualifying under the criteria set forth below 
may be offered for sale or designated as Self-Supply in the Base Residual Auction, included in 
an FRR Capacity Plan, or offered for sale in any Incremental Auction, for any Delivery Year for 
which such resource qualifies.  Qualified Demand Resources generally fall in one of three 
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Legacy Direct Load Control 
(prior to June 1, 2016), as further specified in section G below and the PJM Manuals.  Qualified 
Demand Resources may be provided by a Curtailment Service Provider, notwithstanding that 
such Curtailment Service Provider is not a Party to this Agreement.  Such Curtailment Service 
Providers must satisfy the requirements hereof and the PJM Manuals. 
 

1. A Party must formally notify, in accordance with the requirements of the 
PJM Manuals and section F hereof, as applicable, the Office of the Interconnection of the 
Demand Resource that it is placing under the direction of the Office of the Interconnection.  A 
Party must further notify the Office of the Interconnection whether the resource is a Limited 
Demand Resource, an Extended Summer Demand Resource, a Base Capacity Demand Resource, 
a Summer-Period Demand Resource or an Annual Demand Resource. 

 
2. A Demand Resource must achieve its full load reduction within the 

following time period: 
 

(a) For the 2014/2015 Delivery Year, Curtailment Service Providers may elect a 
notification time period from the Office of the Interconnection of 30, 60 or 120 minutes prior to 
their Demand Resources being required to fully respond to a Load Management Event. 

 
(b) For the 2015/2016 Delivery Year and subsequent Delivery Years, a Demand 

Resource must be able to fully respond to a Load Management Event within 30 minutes of 
notification from the Office of the Interconnection.  This default 30 minute prior notification shall 
apply unless a Curtailment Service Provider obtains an exception from the Office of the 
Interconnection due to physical operational limitations that prevent the Demand Resource from 
reducing load within that timeframe.  In such case, the Curtailment Service Provider shall submit a 
request for an exception to the 30 minute prior notification requirement to the Office of the 
Interconnection, at the time the Registration Form for that resource is submitted in accordance with 
Attachment K-Appendix of this Tariff.  The only alternative notification times that the Office of 
Interconnection will permit, upon approval of an exception request, are 60 minutes and 120 
minutes prior to a Load Management Event.  The Curtailment Service Provider shall indicate in 
writing, in the appropriate application, that it seeks an exception to permit a prior notification time 
of 60 minutes or 120 minutes, and the reason(s) for the requested exception.  A Curtailment 
Service Provider shall not submit a request for an exception to the default 30 minute notification 
period unless it has done its due diligence to confirm that the Demand Resource is physically 
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incapable of responding within that timeframe based on one or more of the reasons set forth below 
and as may be further defined in the PJM Manuals and has obtained detailed data and 
documentation to support this determination.    

 
In order to establish that a Demand Resource is reasonably expected to be physically unable to reduce 
load in that timeframe, the Curtailment Service Provider that registered the resource must demonstrate 
that:  

 
1) The manufacturing processes for the Demand Resource require gradual reduction to avoid 

damaging major industrial equipment used in the manufacturing process, or damage to the product 
generated or feedstock used in the manufacturing process;  

 
2) Transfer of load to back-up generation requires time-intensive manual process taking more 

than 30 minutes;  
 

3) On-site safety concerns prevent location from implementing reduction plan in less than 30 
minutes; or, 

 
4) The Demand Resource is comprised of mass market residential customers or Small 

Commercial Customers which collectively cannot be notified of a Load Management Event within a 
30-minute timeframe due to unavoidable communications latency, in which case the requested 
notification time shall be no longer than 120 minutes.  

 
The Office of the Interconnection may request data and documentation from the Curtailment 
Service Provider and such Curtailment Service Provider shall provide to the Office of the 
Interconnection within three (3) Bbusiness Ddays of a request therefor, a copy of all of the data and 
documentation supporting the exception request. Failure to provide a timely response to such request 
shall cause the exception to terminate the following Operating Day. 

 
At its sole option and discretion, the Office of the Interconnection may review the data and 
documentation provided by the Curtailment Service Provider to determine if the Demand 
Resource has met one or more of the criteria above.  The Office of the Interconnection will notify 
the Curtailment Service Provider in writing of its determination by no later than ten (10) 
Bbusiness Ddays after receipt of the data and documentation.   

 
The Curtailment Service Provider shall provide written notification to the Office 

of the Interconnection of a material change to the facts that supported its exception request 
within three (3) Bbusiness Ddays of becoming aware of such material change in facts, and, if the 
Office of Interconnection determines that the physical limitation criteria above are no longer 
being met, the Demand Resource shall be subject to the default notification period of 30 minutes  
immediately upon such determination. 

 
3. The initiation of load reduction, upon the request of the Office of the 

Interconnection, must be within the authority of the dispatchers of the Party.  No additional 
approvals should be required. 
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4. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered a pre-emergency or emergency action and must be implementable 
prior to a voltage reduction. 

 
5. A Curtailment Service Provider intending to offer for sale or designate for 

self-supply, a Demand Resource in any RPM Auction, or intending to include a Demand 
Resource in any FRR Capacity Plan must demonstrate, to PJM’s satisfaction, that such resource 
shall have the capability to provide a reduction in demand, or otherwise control load, on or 
before the start of the Delivery Year for which such resource is committed.  As part of such 
demonstration, each such Curtailment Service Provider shall submit a Demand Resource Sell 
Offer Plan in accordance with the standards and procedures set forth in section A-1 of Schedule 
6, Schedule 8.1 (as to FRR Capacity Plans) and the PJM Manuals, no later than 15 Bbusiness 
Ddays prior to, as applicable, the RPM Auction in which such resource is to be offered, or the 
deadline for submission of the FRR Capacity Plan in which such resource is to be included.  PJM 
may verify the Curtailment Service Provider’s adherence to the Demand Resource Sell Offer 
Plan at any time.  A Curtailment Service Provider with a PJM-approved Demand Resource Sell 
Offer Plan will be permitted to offer up to the approved Demand Resource quantity into the 
subject RPM Auction or include such resource in its FRR Capacity Plan. 

 
6. Selection of a Demand Resource in an RPM Auction results in 

commitment of capacity to the PJM Region.  Demand Resources that are so committed must be 
registered to participate in the Full Program Option or as a Capacity Only resource of the 
Emergency Load Response and Pre-Emergency Load Response Program and thus available for 
dispatch during PJM-declared pre-emergency events and emergency events.  

 
A-1. A Demand Resource Sell Offer Plan shall consist of a completed template 

document in the form posted on the PJM website, requiring the information set forth below and 
in the PJM Manuals, and a Demand Resource Officer Certification Form signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification.  The 
Demand Resource Sell Offer Plan must provide information that supports the Demand Resource 
Provider’s intended Demand Resource Sell Offers and demonstrates that the Demand Resources 
are being offered with the intention that the MW quantity that clears the auction is reasonably 
expected to be physically delivered through Demand Resource registrations for the relevant 
Delivery Year.  The Demand Resource Sell Offer Plan shall include all Existing Demand 
Resources and all Planned Demand Resources that the Demand Resource Provider intends to 
offer into an RPM Auction or include in an FRR Capacity Plan. 
 

1. Demand Resource Sell Offer Plan Template.  The Demand Resource Sell 
Offer Plan template, in the form provided on the PJM website, shall require the Demand 
Resource Provider to provide the following information and such other information as specified 
in the PJM Manuals:    

 
(a) Summary Information. The completed template shall include the 

Demand Resource Provider’s company name, contact information, and the Nominated DR Value 
in ICAP MWs by Zone/sub-Zone that the Demand Resource Provider intends to offer, stated 
separately for Existing Demand Resources and Planned Demand Resources.  The total 
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Nominated DR Value in MWs for each Zone/sub-Zone shall be the sum of the Nominated DR 
Value of Existing Demand Resources and the Nominated DR Value of Planned Demand 
Resources, and shall be the maximum MW amount the Provider intends to offer in the RPM 
Auction for the indicated Zone/sub-Zone, provided that nothing herein shall preclude the 
Demand Resource Provider from offering in the auction a lesser amount than the total 
Nominated DR Value shown in its Demand Resource Sell Offer Plan. 

 
(b) Existing Demand Resources.  The Demand Resource Provider 

shall identify all Existing Demand Resources by identifying end-use customer sites that are 
currently registered with PJM (even if not registered by such Demand Resource Provider) and 
that the Demand Resource Provider reasonably expects to have under a contract to reduce load 
based on PJM dispatch instructions by the start of the auction Delivery Year.   

 
(c) Planned Demand Resources.  The Demand Resource Provider shall 

provide the details of, and key assumptions underlying, the Planned Demand Resource quantities 
(i.e., all Demand Resource quantities in excess of Existing Demand Resource quantities) 
contained in the Demand Resource Sell Offer Plan, including: 

 
(i) key program attributes and assumptions used to develop the 
Planned Demand Resource quantities, including, but not limited to, 
discussion of:  

● method(s) of achieving load reduction at customer site(s);  
● equipment to be controlled or installed at customer site(s), if any;  
● plan and ability to acquire customers;  
● types of customer targeted;  
● support of market potential and market share for the target 

customer base, with adjustments for Existing Demand Resource 
customers within this market and the potential for other Demand 
Resource Providers targeting the same customers;  

● assumptions regarding regulatory approval of program(s), if 
applicable; and  

● Prior to June 1, 2016: if applicable, Legacy Direct Load Control 
(LDLC) program details such as: a description of the cycling 
control strategy, any assumptions regarding switch operability rate, 
and a list (and copy) of all load research studies used to develop 
the estimated nominated ICAP value per customer (i.e., the per-
participant impact). 
 

(ii) Zone/sub-Zone information by end-use customer segment for all 
Nominated DR Values for which an end-use customer site is not 
identified, to include the number in each segment of end-use customers 
expected to be registered for the subject Delivery Year, the average Peak 
Load Contribution per end-use customer for such segment, and the 
average Nominated DR Value per customer for such segment.  End-use 
customer segments may include residential, commercial, small industrial, 
medium industrial, and large industrial, as identified and defined in the 
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PJM Manuals, provided that nothing herein or in the Manuals shall 
preclude the Provider from identifying more specific customer segments 
within the commercial and industrial categories, if known.   

 
(iii) Information by end-use customer site to the extent required by 
subsection A-1(1)(c)(iv) or, if not required by such subsection, to the 
extent known at the time of the submittal of the Demand Resource Sell 
Offer Plan, to include: customer EDC account number (if known), 
customer name, customer premise address, Zone/sub-Zone in which the 
customer is located, end-use customer segment, current Peak Load 
Contribution value (or an estimate if actual value not known) and an 
estimate of expected Peak Load Contribution for the subject Delivery 
Year, and an estimated Nominated DR Value.   

 
(iv) End-use customer site-specific information shall be required for 
any Zones or sub-Zones identified by PJM pursuant to this subsection for 
the portion, if any, of a Demand Resource Provider’s intended offer in 
such Zones or sub-Zones that exceeds a Sell Offer threshold determined 
pursuant to this subsection, as any such excess quantity under such 
conditions should reflect Planned Demand Resources from end-use 
customer sites that the Provider has a high degree of certainty it will 
physically deliver for the subject Delivery Year.  In accordance with the 
procedures in subsection A-1(3) below, PJM shall identify, as requiring 
site-specific information, all Zones and sub-Zones that comprise any LDA 
group (from a list of LDA groups stated in the PJM Manuals) in which 
[the quantity of cleared Demand Resources from the most recent Base 
Residual Auction] plus [the quantity of Demand Resources included in 
FRR Capacity Plans for the Delivery Year addressed by the most recent 
Base Residual Auction] in any Zone or sub-Zone of such LDA group 
exceeds the greater of: 
   

● the maximum Demand Resources quantity registered with PJM  
for such Zone for any Delivery Year from the current (at time of 
plan submission) Delivery Year and the two preceding Delivery 
Years; and 
  

● the potential Demand Resource quantity for such Zone estimated 
by PJM based on an independent published assessment of demand 
response potential that is reasonably applicable to such Zone, as 
identified in the PJM Manuals.  
 

For each such Zone and sub-Zone, the Sell Offer threshold for each 
Demand Resource Provider shall be the higher of: 
 

● the Demand Resource Provider’s maximum Demand Resource 
quantity registered with PJM for such Zone/sub-Zone over the 
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current Delivery Year (at the time of plan submission) and two 
preceding Delivery Years; 

 
● the Demand Resource Provider’s maximum for any single 

Delivery Year of [such provider’s cleared Demand Resource 
quantity] plus [such provider’s quantity of Demand Resources 
included in FRR Capacity Plans] from the three forward Delivery 
Years addressed by the three most recent Base Residual Auctions 
for such Zone/sub-Zone; and 

 
● 10 MW. 

 
(d) Schedule.  The Demand Resource Provider shall provide an 

approximate timeline for procuring end-use customer sites as needed to physically deliver the 
total Nominated DR Value (for both Existing Demand Resources and Planned Demand 
Resources) by Zone/sub-Zone in the Demand Resource Sell Offer Plan.  The Demand Resource 
Provider must specify the cumulative number of customers and the cumulative Nominated DR 
Value associated with each end-use customer segment within each Zone/sub-Zone that the 
Demand Resource Provider expects (at the time of plan submission) to have under contract as of 
June 1 each year between the time of the auction and the subject Delivery Year. 
 

2. Demand Resource Officer Certification Form.  Each Demand Resource 
Sell Offer Plan must include a Demand Resource Officer Certification, signed by an officer of 
the Demand Resource Provider that is duly authorized to provide such a certification, in the form 
shown in the PJM Manuals, which form shall include the following certifications: 

 
(a) that the signing officer has reviewed the Demand Resource Sell Offer 

Plan and the information supplied to PJM in support of the Plan is true and correct as of the date 
of the certification; and 

 
(b) that the Demand Resource Provider is submitting the Plan with the 

reasonable expectation, based upon its analyses as of the date of the certification, to physically 
deliver all megawatts that clear the RPM Auction through Demand Resource registrations by the 
specified Delivery Year. 

 
As set forth in the form provided in the PJM manuals, the certification shall 

specify that it does not in any way abridge, expand, or otherwise modify the current provisions of 
the PJM Tariff, Operating Agreement and/or RAA, or the Demand Resource Provider’s rights 
and obligations thereunder, including the Demand Resource Provider’s ability to adjust capacity 
obligations through participation in PJM incremental auctions and bilateral transactions.  

 
3. Procedures.  No later than December 1 prior to the Base Residual Auction 

for a Delivery Year, PJM shall post to the PJM website a list of Zones and sub-Zones, if any, for 
which end-use customer site-specific information shall be required under the conditions specified 
in subsection A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery Year.  Once 
so identified, a Zone or sub-Zone shall remain on the list for future Delivery Years until the 
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threshold determined under subsection A-1(1)(c)(iv) above is not exceeded for three consecutive 
Delivery Years.  No later than 15 Bbusiness Ddays prior to the RPM Auction in which a Demand 
Resource Provider intends to offer a Demand Resource, the Demand Resource Provider shall 
submit to PJM a completed Demand Resource Sell Offer Plan template and a Demand Resource 
Officer Certification Form signed by a duly authorized officer of the Provider.  PJM will review 
all submitted DR Sell Offer Plans.  No later than 10 Bbusiness Ddays prior to the subject RPM 
Auction, PJM shall notify any Demand Resource Providers that have identified the same end-use 
customer site(s) in their respective DR Sell Offer Plans for the same Delivery Year.  In such 
event, the MWs associated with such site(s) will not be approved for inclusion in a Sell Offer in 
an RPM Auction by any of the Demand Resource Providers, unless a Demand Resource Provider 
provides a letter of support from the end-use customer indicating that it is likely to execute a 
contract with that Demand Resource Provider for the relevant Delivery Year, or provides other 
comparable evidence of likely commitment.  Such letter of support or other supporting evidence 
must be provided to PJM no later than 7 Bbusiness Ddays prior to the subject RPM Auction.  If 
an end-use customer provides letters of support for the same site for the same Delivery Year to 
multiple Demand Resource Providers, the MWs associated with such end-use customer site shall 
not be approved as a Demand Resource for any of the Demand Resource Providers.  No later 
than 5 Bbusiness Ddays prior to the subject RPM Auction, PJM will notify each Demand 
Resource Provider of the approved Demand Resource quantity, by Zone/sub-Zone, that such 
Demand Resource Provider is permitted to offer into such RPM Auction. 
 
B. The Unforced Capacity value of a Demand Resource will be determined as: 
 

for the Delivery Years through May 31, 2018, or for FRR Capacity Plans for Delivery 
Years through May 31, 2019, the product of the Nominated Value of the Demand 
Resource, times the DR Factor, times the Forecast Pool Requirement, and for the 
2018/2019 Delivery Year and subsequent Delivery Years, or for FRR Capacity Plans the 
2019/2020 Delivery Year and subsequent Delivery Years, the product of the Nominated 
Value of the Demand Resource times the Forecast Pool Requirement.  Nominated Values 
shall be determined and reviewed in accordance with sections I and J, respectively, and 
the PJM Manuals.  The DR Factor is a factor established by the PJM Board with the 
advice of the Members Committee to reflect the increase in the peak load carrying 
capability in the PJM Region due to Demand Resources.  Peak load carrying capability is 
defined to be the peak load that the PJM Region is able to serve at the loss of load 
expectation defined in the Reliability Principles and Standards.  The DR Factor is the 
increase in the peak load carrying capability in the PJM Region due to Demand 
Resources, divided by the total Nominated Value of Demand Resources in the PJM 
Region.  The DR Factor will be determined using an analytical program that uses a 
probabilistic approach to determine reliability.  The determination of the DR Factor will 
consider the reliability of Demand Resources, the number of interruptions, and the total 
amount of load reduction. 

 
C. Demand Resources offered and cleared in a Base Residual or Incremental Auction shall 

receive the corresponding Capacity Resource Clearing Price as determined in such 
auction, in accordance with Attachment DD of the PJM Tariff.  For Delivery Years 
beginning with the Delivery Year that commences on June 1, 2013, any Demand 
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Resources located in a Zone with multiple LDAs shall receive the Capacity Resource 
Clearing Price applicable to the location of such resource within such Zone, as identified 
in such resource’s offer.  Further, the Curtailment Service Provider shall register its 
resource in the same location within the Zone as specified in its cleared sell offer, and 
shall be subject to deficiency charges under Attachment DD of this Tariff to the extent it 
fails to provide the resource in such location consistent with its cleared offer.  For either 
of the Delivery Year commencing on June 1, 2010 or commencing on June 1, 2012, if the 
location of a Demand Resource is not specified by a Seller in the Sell Offer on an 
individual LDA basis in a Zone with multiple LDAs, then Demand Resources cleared by 
such Seller will be paid a DR Weighted Zonal Resource Clearing Price, determined as 
follows: (i) for a Zone that includes non-overlapping LDAs, calculated as the weighted 
average of the Resource Clearing Prices for such LDAs,  weighted by the cleared 
Demand Resources registered by such Seller in each such LDA; or (ii) for a Zone that 
contains a smaller LDA within a larger LDA, calculated treating the smaller LDA and the 
remaining portion of the larger LDA as if they were separate LDAs, and weight-
averaging in the same manner as (i) above.   

 
D. The Party, Electric Distributor, or Curtailment Service Provider that establishes a 

contractual relationship (by contract or tariff rate) with a customer for load reductions is 
entitled to receive the compensation specified in section C for a committed Demand 
Resource, notwithstanding that such provider is not the customer’s energy supplier.  

 
E. Any Party hereto shall demonstrate that its Demand Resources performed during periods 

when load management procedures were invoked by the Office of the Interconnection.  
The Office of the Interconnection shall adopt and maintain rules and procedures for 
verifying the performance of such resources, as set forth in section K hereof and the PJM 
Manuals.  In addition, committed Demand Resources that do not comply with the 
directions of the Office of the Interconnection to reduce load during an emergency shall 
be subject to the penalty charge set forth in Attachment DD to the PJM Tariff. 

 
F. Parties may elect to place Demand Resources associated with Behind The Meter 

Generation under the direction of the Office of the Interconnection for a Delivery Year by 
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the 
Base Residual Auction for such Delivery Year.  This election shall remain in effect for 
the entirety of such Delivery Year.  In the event such an election is made, such Behind 
The Meter Generation will not be netted from load for the purposes of calculating the 
Daily Unforced Capacity Obligations under this Agreement. 

 
G. PJM measures Demand Resources in the following ways: 
 

Prior to June 1, 2016: Legacy Direct Load Control (LDLC) – Load management that is 
initiated directly by the Curtailment Service Provider’s market operations center or its 
agent, employing a communication signal to cycle equipment (typically water heaters or 
central air conditioners).  DLC programs are qualified based on load research and 
customer subscription data.  Curtailment Service Providers may rely on the results of load 
research studies identified in the PJM Manuals to set the per-participant load reduction 
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for LDLC programs.  Each Curtailment Service Provider relying on DLC load 
management must periodically update its LDLC switch operability rates, in accordance 
with the PJM Manuals.  

 
Firm Service Level (FSL) – Load management achieved by an end-use customer 
reducing its load to a pre-determined level (the Firm Service Level), upon notification 
from the Curtailment Service Provider’s market operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by an end-use customer 
reducing its load by a pre-determined amount (the Guaranteed Load Drop), upon 
notification from the Curtailment Service Provider’s market operations center or its 
agent. Typically, the load reduction is achieved through running customer-owned backup 
generators, or by shutting down process equipment. 
 

H. Each Curtailment Service Provider must satisfy (or contract with another LSE, 
Curtailment Service Provider, or electric distribution company to provide) the following 
requirements: 
 

● A point of contact with appropriate backup to ensure single call notification from PJM 
and timely execution of the notification process; 

 
● Supplemental status reports, detailing Demand Resources available, as requested by PJM; 
 
● Entry of customer-specific Demand Resource credit information, for planning and 

verification purposes, into the designated PJM electronic system.  
 
● Customer-specific compliance and verification information for each PJM-initiated 

Demand Resource event or Provider initiated test event, as well as aggregated Provider 
load drop data for Provider-initiated events, in accordance with established reporting 
guidelines. 

 
● Load drop estimates for all Demand Resource events and test events, prepared in 

accordance with the PJM Manuals. 
 
I. The Nominated Value of each Demand Resource shall be determined consistent with the 

process for determination of the capacity obligation for the customer.   
 

The Nominated Value for a Firm Service Level customer will be based on the peak load 
contribution for the customer, as typically determined by the 5CP methodology utilized 
by the electric distribution company to determine ICAP obligation values.  The  
Nominated Value  for Annual Demand Resources with a Capacity Performance 
commitment shall equal the lessor of i) total peak load contribution for the customers on 
the registration minus the nominated summer Firm Service Level multiplied by the loss 
factor and ii) total Winter Peak Load for customers on the registration multiplied by 
Zonal Winter Weather Adjustment Factor minus winter Firm Service level and then the 
result is multiplied by the loss factor. The Nominated Value for Limited Demand 
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Resources, Extended Summer Demand Resources, Base Capacity Demand Resources, 
Summer Period Demand Resources, and Annual Demand Resources without a Capacity 
Performance Commitment shall be total peak load contribution for the customers on the 
registration minus the nominated summer Firm Service Level multiplied by the loss 
factor. 
 
The Nominated Value for a Guaranteed Load Drop customer for Annual Demand 
Resources with a Capacity Performance commitment will be the lessor of the summer 
and winter guaranteed load drop amount, adjusted for system losses, as established by the 
customer’s contract with the Curtailment Service Provider. The Nominated Value for a 
Guaranteed Load Drop customer for Limited Demand Resources, Extended Summer 
Demand Resources, Base Capacity Demand Resources, Summer Period Demand 
Resources, and Annual Demand Resources without a Capacity Performance Commitment  
will be the summer guaranteed load drop amount, adjusted for system losses, as 
established by the customer’s contract with the Curtailment Service Provider. The 
maximum value nominated for any Demand Resource shall not exceed the customer’s 
Peak Load Contribution. 
 
Prior to June 1, 2016, the Nominated Value for a Legacy Direct Load Control program 
will be based on load research and customer subscription.  The maximum value of the 
program is equal to the approved per-participant load reduction multiplied by the number 
of active participants, adjusted for system losses. The per-participant impact is to be 
estimated at long-term average local weather conditions at the time of the summer peak. 
 
Customer-specific Demand Resource information (EDC account number, peak load 
contribution, Winter Peak Load, notification period, etc.) will be entered into the 
designated PJM electronic system to establish nominated values.  Additional data may be 
required, as defined in sections J and K and the PJM Manuals. 

 
J. Nominated Values shall be reviewed based on documentation of customer-specific data 

and Demand Resource information, to verify the amount of load management available 
and to set a maximum allowable Nominated Value.  Data is provided by both the zone 
EDC and the Curtailment Service Provider on templates supplied by PJM, and must 
include the EDC meter number or other unique customer identifier, Peak Load 
Contribution (5CP), Winter Peak Load, contract firm service level or guaranteed load 
drop values, applicable loss factor, zone/area location of the load drop, number of active 
participants, etc.  Such data must be uploaded and approved prior to the first day of the 
Delivery Year for such resource as a Demand Resource.  Curtailment Service Providers 
must provide this information concurrently to host EDCs. 

 
For Firm Service Level and Guaranteed Load Drop customers, the 5CP values, for the 
zone and affected customers, will be adjusted to reflect an “unrestricted” peak for a zone, 
based on information provided by the Curtailment Service Provider.  Load drop levels 
shall be estimated in accordance with guidelines in the PJM Manuals. 
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Prior to June 1, 2016, for Legacy Direct Load Control programs, the Curtailment Service 
Provider must provide information detailing the number of active participants in each 
program. Other information on approved LDLC programs will be provided by PJM. 
 

K. Compliance is the process utilized to review Provider performance during PJM-initiated 
Demand Resource events and Curtailment Service Provider initiated tests. Compliance 
will be established for each Provider on an event specific basis for the Curtailment 
Service Provider’s Demand Resources dispatched by the Office of the Interconnection 
during such event.  PJM will establish and communicate reasonable deadlines for the 
timely submittal of event data to expedite compliance reviews.  Compliance reviews will 
be completed as soon after the event as possible, with the expectation that reviews of a 
single event will be completed within two months of the end of the month in which the 
event took place.  Curtailment Service Providers are responsible for the submittal of 
compliance information to PJM for each PJM-initiated event and Curtailment Service 
Provider initiated test during the compliance period.   

 
Compliance is measured for Market Participant Bonus Performance, as applicable, and 
Non-Performance Charges.  Non-Performance Charges are assessed for the defined 
obligation period of each Demand Resource as defined in Article 1, subject to the 
following requirements:   

 
Prior to June 1, 2016, compliance for Legacy Direct Load Control programs will consider 
only the transmission of the control signal.  Curtailment Service Providers are required to 
report the time period (during the Demand Resource event) that the control signal was 
actually sent.   
 
Compliance is checked on an individual customer basis for Firm Service Level, by 
comparing actual load during the event to the firm service level.  Current load for a 
statistical sample of end-use customers may be used for compliance for residential non-
interval metered registrations in accordance with the PJM Manuals and subject to PJM 
approval. Curtailment Service Providers must submit actual customer load levels (for the 
event period) for the compliance report.  Compliance for FSL will be based on: 
 

Summer (June through October and the following May of a Delivery Year)- End 
use customer’s current Delivery Year peak load contribution (“PLC”) minus the 
metered load (“Load”) multiplied by the loss factor (“LF”). The calculation is 
represented by: 
 
(PLC) - (Load *LF) 
 
Winter (November through April of a Delivery Year)– End use customer’s Winter 
Peak Load (“WPL”) multiplied by Zonal Winter Weather Adjustment Factor 
(“ZWWAF”) multiplied by LF, minus the metered load (“Load”) multiplied by 
the LF.  The calculation is represented by: 
 
(WPL * ZWWAF * LF) – (Load * LF) 
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Compliance is checked on an individual customer basis for  Guaranteed Load Drop.  
Current load for a statistical sample of end-use customers may be used for compliance for 
residential non-interval metered registrations in accordance with the PJM Manuals and 
subject to PJM approval.  Guaranteed Load Drop compliance will be based on: 

 
(i) the lesser of (a) comparison load used to best represent what the load would have 

been if PJM did not declare a Load Management Event or the CSP did not initiate 
a test as outlined in the PJM Manuals, minus the Load and then multiplied by the 
LF, or (b) For a summer event, the PLC minus the Load multiplied by the LF.  A 
summer load reduction will only be recognized for capacity compliance if the 
Load multiplied by the LF is less than the PLC.  For a non-summer event, the 
WPL multiplied the ZWWAF multiplied by LF,  minus the Load multiplied by 
the LF. A non-summer load reduction will only be recognized for capacity 
compliance if the Load multiplied by the LF is less than the WPL multiplied by 
the ZWWAF multiplied by LF. 

(ii) Curtailment Service Providers must submit actual loads and comparison loads for 
all hours during the day of the Load Management Event or the Load Management 
performance test, and for all hours during any other days as required by the Office 
of the Interconnection to calculate the load reduction.  Comparison loads must be 
developed from the guidelines in the PJM Manuals, and note which method was 
employed. 

(iii) Methodologies for establishing comparison load for Guaranteed Load Drop end-
use customers are described in greater detail in Manual M-19, PJM Manual for 
Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines. 

 
Compliance is averaged over the Load Management Event for non-interval metered 
LDLC programs, prior to June 1, 2016.  Compliance is averaged over the Load 
Management Event for Demand Resource without a Capacity Performance commitment 
or on an hourly basis for Demand Resources with a Capacity Performance commitment, 
for each FSL and GLD customer dispatched by the Office of the Interconnection for at 
least 30 minutes of the clock hour (i.e., “partial dispatch compliance hour”).  The 
registered capacity commitment for the partial dispatch compliance hour will be prorated 
based on the number of minutes dispatched during the clock hour and as defined in the 
Manuals.  Curtailment Service Provider may submit 1 minute load data for use in 
capacity compliance calculations for partial dispatch compliance hours subject to PJM 
approval and in accordance with the PJM Manuals where: (a) metering meets all Tariff 
and Manual requirements, (b) 1 minute load data shall be submitted to PJM for all 
locations on the registration, and (c) 1 minute load data measures energy consumption 
over the minute.   
 
For all Delivery Years: 
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Demand Resources may not reduce their load below zero (i.e., export energy into the 
system). No compliance credit will be given for an incremental load drop below zero.  
Compliance will be totaled over all FSL and GLD customers and LDLC programs (prior 
to June 1, 2016) to determine a net compliance position for the event for each Provider by 
Zone, for all Demand Resources committed by such Provider and dispatched by the 
Office of the Interconnection in the zone.  Deficiencies shall be as further determined in 
accordance with section 11 of Schedule DD to the PJM Tariff. 

 
L. Energy Efficiency Resources 
 

1. An Energy Efficiency Resource is a project, including installation of more 
efficient devices or equipment or implementation of more efficient processes or 
systems, exceeding then-current building codes, appliance standards, or other 
relevant standards, designed to achieve a continuous (during peak summer and 
winter periods as described herein) reduction in electric energy consumption at 
the End-Use Customer’s retail site that is not reflected in the peak load forecast 
prepared for the Delivery Year for which the Energy Efficiency Resource is 
proposed, and that is fully implemented at all times during such Delivery Year, 
without any requirement of notice, dispatch, or operator intervention. 

 
2. An Energy Efficiency Resource may be offered as a Capacity Resource in the 

Base Residual or Incremental Auctions for any Delivery Year beginning on or 
after June 1, 2011.  No later than 30 days prior to the auction in which the 
resource is to be offered, the Capacity Market Seller shall submit to the Office of 
the Interconnection a notice of intent to offer the resource into such auction and a 
measurement and verification plan.  The notice of intent shall include all pertinent 
project design data, including but not limited to the peak-load contribution of 
affected customers, a full description of the equipment, device, system or process 
intended to achieve the load reduction, the load reduction pattern, the project 
location, the project development timeline, and any other relevant data. Such 
notice also shall state the seller’s proposed Nominated Energy Efficiency Value. 

   
• For Delivery Years through May 31, 2018 for all Energy Efficiency Resources 

not committed as a Capacity Performance Resource, the seller’s proposed 
Nominated Energy Efficiency Value shall be the expected average load 
reduction between the hour ending 15:00 EPT and the hour ending 18:00 EPT 
during all days from June 1 through August 31, inclusive, of such Delivery 
Year that is not a weekend or federal holiday; 

 
• For the 2018/2019 and 2019/2020 Delivery Years, the seller’s proposed 

Nominated Energy Efficiency Value for any Base Capacity Energy Efficiency 
Resource shall be the expected average load reduction between the hour 
ending 15:00 EPT and the hour ending 18:00 EPT during all days from June 1 
through August 31, inclusive, of such Delivery Year that is not a weekend or 
federal holiday; and  
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• For the 2018/2019 Delivery Year and subsequent Delivery Years and for any 
Annual Energy Efficiency Resource committed as a Capacity Performance 
Resource for the 2016/2017 and 2017/2018 Delivery Years, the seller’s 
proposed Nominated Energy Efficiency Value for any Annual Energy 
Efficiency Resources, shall be the expected average load reduction, for all 
days from June 1 through August 31, inclusive, of such Delivery Year that is 
not a weekend or federal holiday, between the hour ending 15:00 EPT and the 
hour ending 18:00 EPT.  In addition, the expected average load reduction for 
all days from January 1 through February 28, inclusive, of such Delivery Year 
that is not a weekend or federal holiday, between the hour ending 8:00 EPT 
and the hour ending 9:00 EPT and between the hour ending 19:00 EPT and 
the hour ending 20:00 EPT shall not be less than the Nominated Energy 
Efficiency Value; and 

 
• For the 2020/2021 Delivery Year and subsequent Delivery Years, the seller’s 

proposed Nominated Energy Efficiency Value for any Summer-Period Energy 
Efficiency Resource shall be the expected average load reduction between the 
hour ending 15:00 EPT and the hour ending 18:00 EPT during all days from 
June 1 through August 31, inclusive, of such Delivery Year that is not a 
weekend or federal holiday. 

 
The measurement and verification plan shall describe the methods and 
procedures, consistent with the PJM Manuals, for determining the amount of 
the load reduction and confirming that such reduction is achieved.  The Office 
of the Interconnection shall determine, upon review of such notice, the 
Nominated Energy Efficiency Value that may be offered in the Reliability 
Pricing Model Auction. 

 
3.  An Energy Efficiency Resource may be offered with a price offer or as Self-

Supply.  If an Energy Efficiency Resource clears the auction, it shall receive the 
applicable Capacity Resource Clearing Price, subject to section 5 below.  A 
Capacity Market Seller offering an Energy Efficiency Resource must comply with 
all applicable credit requirements as set forth in Attachment Q to the PJM Tariff.  
For Delivery Years through May 31, 2018, or for FRR Capacity Plans for 
Delivery Years through May 31, 2019, the Unforced Capacity value of an Energy 
Efficiency Resource offered into an RPM Auction shall be the Nominated Energy 
Efficiency value times the DR Factor and the Forecast Pool Requirement. For the 
2018/2019 Delivery Year and subsequent Delivery Years, or for FRR Capacity 
Plans for the 2019/2020 Delivery Year and subsequent Delivery Years, the 
Unforced Capacity value of an Energy Efficiency Resource offered into an RPM 
Auction shall be the Nominated Energy Efficiency Value times the Forecast Pool 
Requirement. 

 
4. An Energy Efficiency Resource that clears an auction for a Delivery Year may be 

offered in auctions for up to three additional consecutive Delivery Years, but shall 
not be assured of clearing in any such auction; provided, however, an Energy 
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Efficiency Resource may not be offered for any Delivery Year in which any part 
of the peak season is beyond the expected life of the equipment, device, system, 
or process providing the expected load reduction; and provided further that a 
Capacity Market Seller that offers and clears an Energy Efficiency Resource in a 
BRA may elect a New Entry Price Adjustment on the same terms as set forth in 
section 5.14(c) of this Attachment DD. 

 
5. For every Energy Efficiency Resource clearing an RPM Auction for a Delivery 

Year, the Capacity Market Seller shall submit to the Office of the Interconnection, 
by no later than 30 days prior to each Auction an updated project status and 
measurement and verification plan subject to the criteria set forth in the PJM 
Manuals.  

 
6. For every Energy Efficiency Resource clearing an RPM Auction for a Delivery 

Year, the Capacity Market Seller shall submit to the Office of the Interconnection, 
by no later than the start of such Delivery Year, an updated project status and 
detailed measurement and verification data meeting the standards for precision 
and accuracy set forth in the PJM Manuals.  The final value of the Energy 
Efficiency Resource during such Delivery Year shall be as determined by the 
Office of the Interconnection based on the submitted data.   

 
7. The Office of the Interconnection may audit, at the Capacity Market Seller’s 

expense, any Energy Efficiency Resource committed to the PJM Region.  The 
audit may be conducted any time including the Performance Hours of the 
Delivery Year. 
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SCHEDULE 6.1 
 

PRICE RESPONSIVE DEMAND 
 

A. As more fully set forth in this Schedule 6.1 and the PJM Manuals, for any Delivery Year 
beginning on or after June 1, 2015 (subject to a transition plan, as set forth below), any PRD 
Provider, including any FRR Entity, may commit that certain loads identified by such PRD 
Provider shall not exceed a specified demand level at specified prices during Maximum 
Generation Emergencies, as a consequence of the implementation of Price Responsive Demand.  
Based on information provided by the PRD Provider in a PRD Plan (and, to the extent such plan 
identifies a PRD Reservation Price, based on the clearing price in the Base Residual Auction or 
Third Incremental Auction, as applicable), the Office of the Interconnection shall determine the 
Nominal PRD Value for the specified loads identified by such PRD Provider by Zone (or sub-
Zonal LDA, if applicable).  The Office of the Interconnection shall adjust the PJM Region 
Reliability Requirement and LDA Reliability Requirements, as applicable, to reflect committed 
PRD.  Actual PRD reductions in response to price shall be added back in determining peak load 
contributions.  Any PRD Provider that fails fully to honor its PRD commitments for a Delivery 
Year shall be assessed compliance charges. 

B. End-use customer loads identified in a PRD Plan or PRD registration for a Delivery Year 
as Price Responsive Demand may not, for such Delivery Year, (i) be registered as Economic 
Load Response, Pre-Emergency Load Response or Emergency Load Response; (ii) be used as 
the basis of any Demand Resource Sell Offer or Energy Efficiency Resource Sell Offer in any 
RPM Auction; or (iii) be identified in a PRD Plan or PRD registration of any other PRD 
Provider.     

C. Any PRD Provider seeking to commit PRD hereunder for a Delivery Year must submit to 
the Office of the Interconnection a PRD Plan identifying and supporting the Nominal PRD Value 
(calculated as the difference between the PRD Provider’s Zonal Expected Peak Load Value of 
PRD and the Maximum Emergency Service Level of Price Responsive Demand) for each Zone 
(or sub-Zonal LDA, if applicable) for which such PRD is committed; such information shall be 
provided on a PRD Substation level to the extent available at the time the PRD Plan is submitted.  
Such plan must be submitted no later than the January 15 last preceding the Base Residual 
Auction for the Delivery Year for which such PRD is committed; any submitted plan that does 
not contain, by such January 15, all information required hereunder shall be rejected.  A PRD 
Provider may submit a PRD Plan, or a modified PRD Plan, by the January 15 last preceding the 
Third Incremental Auction for such Delivery Year requesting approval of additional Price 
Responsive Demand but only in the event, and to the extent, that the final peak load forecast for 
the relevant LDA for such Delivery Year exceeds the preliminary peak load forecast for such 
LDA and Delivery Year.  The Office of the Interconnection shall revise such requests (as 
adjusted, to the extent a PRD Reservation Price is specified, for the results of the Third 
Incremental Auction) for additional Price Responsive Demand downward, in accordance with 
rules in the PJM Manuals, if the submitted requests (as adjusted) in the aggregate exceed the 
increase in the load forecast in the LDA modeled.  The Office of the Interconnection shall advise 
the PRD Provider, following the Third Incremental Auction, of its acceptance of, or any 
downward adjustment to, the Nominal PRD Value based on its review of the PRD Plan and the 
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results of the auction.  Approval of the PRD Plan by the Office of the Interconnection shall 
establish a firm commitment by the PRD Provider to the specified Nominal PRD Value of Price 
Responsive Demand at each Zone (or sub-Zonal LDA, if applicable) during the relevant Delivery 
Year (subject to any PRD Reservation Price), and may not be uncommitted or replaced by any 
Capacity Resource.  Although the PRD Plan may include reasonably supported forecasts and 
expectations concerning the development of Price Responsive Demand for a Delivery Year, the 
PRD Provider’s commitment to a Nominal PRD Value for such Delivery Year shall not depend 
or be conditioned upon realization of such forecasts or expectations. 

D. All submitted PRD Plans must comply with the requirements and criteria in the PJM 
Manuals for such plans, including assumptions and standards specified in the PJM Manuals for 
estimates of expected load levels.   The PRD Plan shall explain and justify the methods used to 
determine the Nominal PRD Value.  All assumptions and relevant variables affecting the 
Nominal PRD Value must be clearly stated.  The PRD Plan must include sufficient data to allow 
a third party to audit the procedures and verify the Nominal PRD Value.  Any non-compliance 
with a Nominal PRD Value for a prior Delivery Year shall be identified and taken into account.  
In addition, each submitted PRD Plan must include: 

(i) documentation, in the form specified in the PJM Manuals, that: (1) where the PRD 
Provider is a Load Serving Entity, the Relevant Electric Retail Regulatory Authority has 
provided any required approval (including conditional approval, but only if the Load Serving 
Entity asserts that all such conditions have been satisfied) of such Load Serving Entity’s time-
varying retail rate structure and, regardless of whether RERRA approval is required, that such 
rate structure adheres to PRD implementation standards specified in the PJM Manuals;  and (2) 
where the PRD Provider is not a Load Serving Entity, such PRD Provider has in place 
contractual arrangements with the relevant end-use customers establishing a time-varying retail 
rate structure that conforms to any RERRA requirements, and adheres to PRD implementation 
standards specified in the PJM Manuals; in such cases, the PRD Provider shall provide the Office 
of the Interconnection copies of its applicable contracts with end-use customers (including any 
proposed contracts) within ten bBusiness dDays after a request for such contracts, or its PRD 
Plan shall be rejected;   

(ii) the expected peak load value that would apply, absent load reductions in response to 
price, to the end-use customer loads at a PRD Substation level, including applicable peak-load 
contribution data for such customers, to the extent available and otherwise at a Zonal (or sub-
Zonal LDA if applicable) level; 

(iii) the Maximum Emergency Service Level of the identified load given the load’s price-
responsive characteristics, at a PRD Substation level if available and otherwise at a Zonal (or 
sub-Zonal LDA if applicable) level; 

(iv) Price-consumption curves (“PRD Curves”) at a PRD Substation level if available and 
otherwise at a Zonal (or sub-Zonal LDA if applicable) level that detail the base consumption 
level of the identified loads; and the decreasing consumption levels at increasing prices, provided 
that all identified load reductions must be capable of full implementation within 15 minutes of 
declaration of a Maximum Generation Emergency by the Office of the Interconnection, and 
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provided further that the specified prices may not exceed the maximum energy offer price cap 
under the PJM Tariff and Operating Agreement; 

(v) the estimated Nominal PRD Value of the Price Responsive Demand at a PRD Substation 
level if available and otherwise at a Zonal (or sub-Zonal LDA if applicable) level;  

(vi) specifications of equipment used to satisfy the advanced metering and Supervisory 
Control criteria for eligible Price Responsive Demand, including a timeline and milestones 
demonstrating that such equipment shall be available and operational for the start of the relevant 
Delivery Year.   Such equipment shall comply with applicable RERRA requirements and shall 
be designed to meet all PRD requirements, including, without limitation, meter reading 
requirements and Supervisory Control requirements, specified in the PJM Manuals.  The PRD 
Provider shall demonstrate in the PRD Plan that the Supervisory Control equipment enables an 
automated load response by Price Responsive Demand to the price trigger; provided, however, 
that the PRD Provider may request in the PRD Plan an exception to the automation requirement 
for any individual registered end-use customer that is located at a single site and that has 
Supervisory Control over processes by which load reduction would be accomplished; and 
provided further that nothing herein relieves such end-use customer of the obligation to respond 
within 15 minutes to declaration of a Maximum Generation Emergency in accordance with 
applicable PRD Curves.  In addition to the above requirements and those in the PJM Manuals for 
metering equipment and associated data, metering equipment shall provide integrated hourly 
kWh values on an electric distribution company account basis and shall either meet the electric 
distribution company requirements for accuracy or have a maximum error of two percent over 
the full range of the metering equipment (including potential transformers and current 
transformers).  The installed metering equipment must be that used for retail electric service; or 
metering equipment owned by the end-use customer or PRD Provider that is approved by PJM 
and either  read electronically by PJM or read by the customer or PRD Provider and forwarded to 
PJM, in either case in accordance with requirements set forth in the PJM Manuals; and 
 
(vii) any RPM Auction clearing price below which the PRD Provider does not choose to 
commit PRD (“PRD Reservation Price”), specifying the relevant auction, Zone (or sub-Zonal 
LDA if applicable), and, if applicable, a range of up to ten pairs of PRD commitment levels and 
associated minimum RPM Auction clearing prices; provided however that the Office of the 
Interconnection may interpolate PRD commitment levels based on clearing prices between prices 
specified by the PRD Provider.  
 
E. Each PRD Provider that commits Price Responsive Demand through an accepted PRD 
Plan must, no later than one day before the tenth bBusiness dDay prior to the start of the 
Delivery Year for which such PRD is committed, register with PJM, in the form and manner 
specified in the PJM Manuals, sufficient PRD-eligible load at a PRD Substation level to satisfy 
its Nominal PRD Value commitment.  All information required in the PRD Plan to be at a PRD 
Substation level if available at the time of submission of the PRD Plan that was not provided at 
the time of submission of such plan must be provided with the registration.  The PRD Provider 
shall also identify in the registration each individual end-use customer with a peak demand of 10 
kW or greater included in such Price Responsive Demand, the peak demand of such customers, 
the Load Serving Entity responsible for serving such customers, and the Load Serving Entities 
responsible for serving the end-use customers not identified on an individual basis.  PJM shall 
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provide notification of such PRD registrations to the applicable electric distribution 
company(ies) and load serving entity(ies).  The PRD Provider shall maintain, and provide to the 
Office of the Interconnection upon request, an identification of all individual end-use customers 
with a peak load contribution of less than 10kW included in such Price Responsive Demand, and 
the peak load contribution of such customers.  The PRD Provider must maintain its PRD 
Substation-level registration of PRD-eligible load at the level of its Zonal (or sub-zonal LDA, if 
applicable) Nominal PRD Value commitment during each day of the Delivery Year for which 
such commitment was made.  The PRD Provider may change the end-use customer registered to 
meet the PRD Provider’s commitment during the Delivery Year, but such PRD Provider must 
always in the aggregate register sufficient Price Responsive Demand to meet or exceed the Zonal 
(or sub-Zonal LDA, if applicable) committed Nominal PRD Value level.  A PRD Provider must 
timely notify the Office of the Interconnection, in accordance with the PJM Manuals, of all 
changes in PRD registrations.  Such notification must remove from the PRD Provider’s 
registration(s) any end-use customer load that no longer meets the eligibility criteria for PRD, 
effective as of the first day that such end-use customer load is no longer PRD-eligible.    
F. Each PRD Provider that is a Load Serving Entity shall be required to identify its 
committed Price Responsive Demand as price-sensitive demand at a PRD Substation level in the 
Day-Ahead and Real-Time Energy Markets.  Each PRD Provider that is not a Load Serving 
Entity shall be required to identify its committed Price Responsive Demand as price-sensitive 
demand at a PRD Substation level in the Real-Time Energy Market.  The most recent PRD 
Curve submitted by the PRD Provider in its PRD Plan or PRD registration shall be used for such 
purpose unless and until changed by the PRD Provider in accordance with the market rules of the 
Office of the Interconnection, provided that any changes to PRD Curves must be consistent with 
the PRD Provider’s commitment of Price Responsive Demand hereunder.     

G. The Obligation Peak Load of a Load Serving Entity that serves end-users registered as 
Price Responsive Demand in any Zone shall be as determined in Schedule 8 to this Agreement; 
provided, however, that such Load Serving Entity shall receive, for each day that an approved 
Price Response Demand registration is effective and applicable to such LSE’s load, a Price 
Responsive Demand Credit for such registration during the Delivery Year, against the Locational 
Reliability Charge otherwise assessed upon such Load Serving Entity in such Zone for such day, 
determined as follows: 

 

LSE PRD Credit =  [( Share of Zonal Nominal PRD Value committed in Base Residual 
Auction  * (FZWNSP/FZPLDY) * Final Zonal RPM  Scaling Factor * FPR * 
Final Zonal Capacity Price) + (Share of Zonal Nominal PRD Value committed in 
Third Incremental Auction * (FZWNSP/FZPLDY) * Final Zonal RPM  Scaling 
Factor * FPR * Final Zonal Capacity Price * Third Incremental Auction 
Component of Final Zonal Capacity Price stated as a Percentage)] .  

Where: 

Share of Zonal Nominal PRD Value Committed in Base Residual Auction = Nominal 
PRD Value for such registration/Total Zonal Nominal PRD Value of all Price Responsive 
Demand registered by the PRD Provider of such registration *Zonal Nominal PRD Value 
committed in the Base Residual Auction by the PRD Provider of such registration . 
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 Share of Zonal Nominal PRD Value Committed in Third Incremental Auction = 
Nominal PRD Value for such registration/Total Zonal Nominal PRD Value of all Price 
Responsive Demand registered by the PRD Provider of such registration *Zonal Nominal 
PRD Value committed in the Third Incremental Auction by the PRD Provider of such 
registration. 

 
FZPLDY = Final Zonal Peak Load Forecast for such Delivery Year; and 

FZWNSP = Zonal Weather-Normalized Peak Load for the summer concluding prior to 
the commencement of such Delivery Year; 

And where the PRD registration is associated with a sub-Zone, the Share of the Nominal PRD 
Value Committed in Base Residual Auction or Third Incremental Auction will be based on the 
Nominal PRD Values committed and registered in a sub-Zone. A Load Serving Entity will 
receive a LSE PRD Credit for each approved Price Responsive Demand registration that is 
effective and applicable to load served by such Load Serving Entity on a given day.  The total 
daily credit to an LSE in a Zone shall be the sum of the credits received as a result of all 
approved registrations in the Zone for load served by such LSE on a given day.  
H. A PRD Provider may transfer all or part of its PRD commitment for a Delivery Year in a 
Zone (or sub-Zonal LDA) to another PRD Provider for its use in the same Zone or sub-Zonal 
LDA, through notice of such transfer provided by both the transferor and transferee PRD 
Providers to the Office of the Interconnection in the form and manner specified in the PJM 
Manuals.  From and after the effective date of such transfer, and to the extent of such transfer, 
the transferor PRD Provider shall be relieved of its PRD commitment and credit requirements, 
shall not be liable for PRD compliance charges, and shall not be entitled to a Price Responsive 
Demand Credit; and the transferee PRD Provider, to the extent of such transfer, shall assume 
such PRD commitment, credit requirements, and obligation for compliance charges and, if it is a 
Load Serving Entity, shall be entitled to a Price Responsive Demand Credit.   
I. Any PRD Provider that commits Price Responsive Demand and does not register and 
maintain registration of sufficient PRD-eligible load, (including, without limitation, failing to 
install or maintain the required advanced metering or Supervisory Control facilities) in a Zone 
(or sub-Zonal LDA, if applicable) to satisfy in full its Nominal PRD Value commitment in such 
Zone (or sub-Zonal LDA) on each day of the Delivery Year for which such commitment is made 
shall be assessed a compliance charge for each day that the registered Price Responsive Demand 
is less than the committed Nominal PRD Value.  Such daily penalty shall equal: 

[MW Shortfall] * [Forecast Pool Requirement] * [(Weighted Final Zonal Capacity Price in 
$/MW-day)  

 + higher of (0.2 * Weighted Final Zonal Capacity Price) or ($20/MW-day)] 

Where:  MW Shortfall = Daily Nominal PRD Value committed in such PRD Provider’s PRD 
Plan (including any permitted amendment to such plan) for the relevant Zone or sub-Zonal LDA  
– Daily Nominal PRD Value as a result of PRD registration for such Zone or sub-Zonal LDA; 
and  

Weighted Final Zonal Capacity Price is the average of the Final Zonal Capacity Price and the 
price component of the Final Zonal Capacity Price attributable to the Third Incremental Auction, 
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weighted by the Nominal PRD Values committed by such PRD Provider in connection with the 
Base Residual Auction and those committed by such PRD Provider in connection with the Third 
Incremental Auction. 

The MW Shortfall shall not be reduced through replacement of the Price Responsive Demand by 
any Capacity Resource or Excess Commitment Credits, provided, however, that the PRD 
Provider may register additional PRD-eligible end-use customer load to satisfy its PRD 
commitment. 

J. PRD Providers shall be responsible for verifying the performance of their PRD loads 
during each maximum emergency event declared by the Office of the Interconnection.  PRD 
Providers shall demonstrate that the identified PRD loads performed in accordance with the PRD 
Curves submitted at a PRD Substation level in the PRD Plan or PRD registration; provided, 
however, that the previously submitted MESL value shall be adjusted by a ratio equal to the 
amount by which the actual Zonal load during the declared event exceeded the PJM load forecast 
underlying the previously submitted MESL value.  In accordance with procedures and deadlines 
specified in the PJM Manuals, the PRD Providers must submit actual customer load levels for all 
hours during the declared event and all other information reasonably required by the Office of 
the Interconnection to verify performance of the committed PRD loads.  

K. If the identified loads submitted for a Zone (or sub-Zonal LDA) by a PRD Provider 
exceed during any Emergency the aggregate Maximum Emergency Service Level (“MESL”) 
specified in all PRD registrations of such PRD Provider that have a PRD Curve specifying a 
price at or below the highest Real-time LMP recorded during such Emergency, the PRD Provider 
that committed such loads as Price Responsive Demand shall be assessed a compliance charge 
hereunder.  The charge shall be based on the net performance during an Emergency of the loads 
that were identified as Price Responsive Demand for such Delivery Year in the PRD registrations 
submitted by such PRD Provider in each Zone (or sub-Zonal LDA, if applicable) and that 
specified a price at the MESL that is at or below the highest Real-Time LMP recorded during 
such Emergency.  The compliance charge hereunder shall equal: 

[MW Shortfall] * [Forecast Pool Requirement] * [(Weighted Final Zonal Capacity Price in 
$/MW-day)  

 + higher of (0.2 * Final Zonal Capacity Price) or ($20/MW-day)] * 365 days 

Where:  MW Shortfall = [highest hourly integrated aggregate metered load for such PRD 
Provider’s PRD load in the Zone or sub-Zonal LDA meeting the price condition specified above] 
– {(aggregate MESL for the Zone or sub-Zonal LDA) * the higher of [1.0] or [(actual Zonal load 
– actual total PRD load in Zone) / (Final Zonal Peak Load Forecast – final Zonal Expected Peak 
Load Value of PRD in total for all PRD load in Zone meeting the price condition specified 
above)]}.   

For purposes of the above provision, the MW Shortfall for any portion of the Emergency event 
that is less than a full clock hour shall be treated as a shortfall for a full clock hour unless either:  
(i) the load was reduced to the adjusted MESL level within 15 minutes of the emergency 
procedures notification, regardless of the response rate submitted, or (ii) the hourly integrated 
value of the load was at or below the adjusted MESL.  Such MW shortfall shall not be reduced 
through replacement of the Price Responsive Demand by any Capacity Resource or Excess 
Commitment Credits; provided, however, that the performance and MW Shortfalls of all PRD-
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eligible load registered by the PRD Provider, including any additional or replacement load 
registered by such PRD Provider, provided that it meets the price condition specified above, shall 
be reflected in the calculation of the overall MW Shortfall.  Any greater MW Shortfall during a 
subsequent Emergency for such Zone or sub-Zonal LDA during the same Delivery Year shall 
result in a further charge hereunder, limited to the additional increment of MW Shortfall.  As 
appropriate, the MW Shortfall for non-compliance during an Emergency shall be adjusted 
downward to the extent such PRD Provider also was assessed a compliance penalty for failure to 
register sufficient PRD to satisfy its PRD commitment. 
 
L. PRD Providers that register Price Responsive Demand shall be subject to test at least 
once per year to demonstrate the ability of the registered Price Responsive Demand to reduce to 
the specified Maximum Emergency Service Level, and such PRD Providers shall be assessed a 
compliance charge to the extent of failure by the registered Price Responsive Demand during 
such test to reduce to the Maximum Emergency Service Level, in accordance with the following: 
 
(i) If the Office of the Interconnection does not declare during the relevant Delivery Year a 
Maximum Generation Emergency that requires the registered PRD to reduce to the Maximum 
Emergency Service Level then such registered PRD must demonstrate that it was tested for a 
one-hour period during any hour when a Maximum Generation Emergency may be called during 
June through October or the following May of the relevant Delivery Year.  If a Maximum 
Generation Emergency that requires the registered PRD to reduce to the Maximum Emergency 
Service Level is called during the relevant Delivery Year, then no compliance charges will be 
assessed hereunder. 
 
(ii) All PRD registered in a zone must be tested simultaneously except that, when less than 
25 percent (by megawatts) of a PRD Provider’s total PRD registered in a Zone fails a test, the 
PRD Provider may conduct a re-test limited to all registered PRD that failed the prior test, 
provided that such re-test must be at the same time of day and under approximately the same 
weather conditions as the prior test, and provided further that all affiliated registered PRD must 
test simultaneously, where affiliated means registered PRD that has any ability to shift load and 
that is owned or controlled by the same entity.  If less than 25 percent of a PRD Provider’s total 
PRD registered in a Zone fails the test and the PRD Provider chooses to conduct a retest, the 
PRD Provider may elect to maintain the performance compliance result for registered PRD 
achieved during the test if the PRD Provider: (1) notifies the Office of the Interconnection 48 
hours prior to the re-test under this election; and (2) the PRD Provider retests affiliated registered 
PRD under this election as set forth in the PJM Manuals. 
 
(iii) A PRD Provider that registered PRD shall be assessed a PRD Test Failure Charge equal 
to the net PRD capability testing shortfall in a Zone during such test in the aggregate of all of 
such PRD Provider’s registered PRD in such Zone times the PRD Test Failure Charge Rate.  The 
net capability testing shortfall in such Zone shall be the following megawatt quantity, converted 
to an Unforced Capacity basis using the applicable Forecast Pool Requirement:   
 
MW Shortfall = [highest hourly integrated aggregate metered load for such PRD Provider’s PRD 
load in the Zone or sub-Zonal LDA] – {(aggregate MESL for the Zone or sub-Zonal LDA) * the 
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higher of [1.0] or [(actual Zonal load – actual total PRD load in Zone) / (Final Zonal Peak Load 
Forecast – final Zonal Expected Peak Load Value of PRD in total for all PRD load in Zone]}. 
 
The net PRD capability testing shortfall in such Zone shall be reduced by the PRD Provider’s 
summer daily average of the MW shortfalls determined for compliance charge purposes under 
section I of this Schedule 6.1 in such Zone for such PRD Provider’s registered PRD. 
 
(iv) The PRD Test Failure Charge Rate shall equal such PRD Provider’s Weighted Final 
Zonal Capacity Price in such Zone plus the greater of (0.20 times the Weighted Final Zonal 
Capacity Price in such Zone or $20/MW-day) times the number of days in the Delivery Year, 
where the Weighted Final Zonal Capacity Price is the average of the Final Zonal Capacity Price 
and the price component of the Final Zonal Capacity Price attributable to the Third Incremental 
Auction, weighted by the Nominal PRD Values committed by such PRD Provider in connection 
with the Base Residual Auction and those committed by such PRD Provider in connection with 
the Third Incremental Auction.  Such charge shall be assessed daily and charged monthly (or 
otherwise in accordance with customary PJM billing practices in effect at the time); provided, 
however, that a lump sum payment may be required to reflect amounts due, as a result of a test 
failure, from the start of the Delivery Year to the day that charges are reflected in regular billing. 
    
M. The revenue collected from assessment of the charges assessed under subsections I, K, 
and L of this Schedule 6.1 shall be distributed on a pro-rata basis to all entities that committed 
Capacity Resources in the RPM Auctions for the Delivery Year for which the compliance charge 
is assessed, pro rata based on each such entity’s revenues from Capacity Market Clearing Prices 
in such auctions, net of any compliance charges incurred by such entity. 

N. Aggregate Price Responsive Demand that may be registered shall be limited for the first 
three Delivery Years that peak load adjustments for Price Responsive Demand are allowed under 
this Agreement.  The maximum quantity of Price Responsive Demand that may be registered by 
all PRD Providers for the PJM Region as a whole shall be: 

 1. 2500 MW for the Delivery Year that begins on June 1, 2016; 

 2. 3500 MW for the Delivery Year that begins on June 1, 2017; and  

 3. 4000 MW for the Delivery Year that begins on June 1, 2018. 

For Delivery Years in which the region-wide limit is not met, no limit as to the amount of Price 
Responsive Demand that may register in a Zone (or sub-Zone) shall apply.  However, in the 
event the region-wide limit is met for a Delivery Year, then a portion of such limit shall be 
assigned to each Zone (or sub-Zonal LDA, if applicable) pro rata based on each such Zone’s (or 
sub-Zone’s) Preliminary Zonal Peak Load Forecast for the Delivery Year compared to the PJM 
Region’s Preliminary RTO Peak Load Forecast for such Delivery Year (less, in each case, load 
expected to be served in such area under the Fixed Resource Requirement).  Within each Zone 
(or sub-Zonal LDA, if applicable) the permitted registrations shall be those quantities within the 
Zonal (or sub-Zonal LDA) limit with the lowest identified PRD Reservation Prices for their 
identified loads; and, as between PRD Providers submitting PRD registrations at the same PRD 
Reservation Price, pro rata based on each such LSE’s share of the Preliminary Zonal Peak Load 
Forecast for such Zone (or sub-Zonal LDA) less load expected to be served under the Fixed 
Resource Requirement.  For Delivery Years in which the region-wide limit is met, any PRD 



 

Page 789 

registrations that are not permitted by operation of this section will, to the extent not permitted, 
not be required to perform in accordance with its registration, not be considered in determining 
an LSE’s PRD Credit or Nominal PRD Value, and not be accounted for in the applicable PRD 
Provider’s PRD Curves.  Nothing in this section precludes price-responsive load from exercising 
any opportunity it may otherwise have to participate in the day-ahead or real-time energy 
markets in the PJM Region. For Delivery Years beginning on or after June 1, 2019, there is no 
limit on the quantity of Price Responsive Demand that may register. 
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SCHEDULE 8 
 

DETERMINATION OF UNFORCED CAPACITY OBLIGATIONS 
 

A. For each billing month during a Delivery Year, the Daily Unforced Capacity 
Obligation of a Party that has not elected the FRR Alternative for such Delivery 
Year shall be determined on a daily basis for each Zone as follows: 

 
 Daily Unforced Capacity Obligation = OPL x Final Zonal RPM Scaling Factor x 

FPR 
 
 Where: 
 

OPL  = Obligation Peak Load, defined asthe daily summation of the weather-
adjusted coincident summer peak, last preceding the Delivery Year, of the 
end-users in such Zone (net of operating Behind The Meter Generation, 
but not to be less than zero) for which such Party was responsible on that 
billing day, as determined in accordance with the procedures set forth in 
the PJM Manuals  

 
Final Zonal RPM Scaling Factor = the factor determined as set forth in sections 

B and C of this Schedule 
 

FPR   = the Forecast Pool Requirement 
 
Netting of Behind the Meter Generation for a Party with regard to Non-Retail Behind the 

Meter Generation shall be subject to the following limitation: 
 
For the 2006/2007 Planning Period, 100 percent of the operating Non-Retail Behind the 

Meter Generation shall be netted, provided that the total amount of Non-Retail 
Behind the Meter Generation in the PJM Region does not exceed 1500 megawatts 
(“Non-Retail Threshold”).  For each Planning Period/Delivery Year thereafter, the 
Non-Retail threshold shall be proportionately increased based on load growth in 
the PJM Region but shall not be greater than 3000 megawatts.  Load growth shall 
be determined by the Office of the Interconnection based on the most recent 
forecasted weather-adjusted coincident summer peak for the PJM Region divided 
by the weather-adjusted coincident peak for the previous summer for the same 
area.  After the load growth factor is applied, the Non-Retail Threshold will be 
rounded up or down to the nearest whole megawatt and the rounded number shall 
be the Non-Retail Threshold for the current Planning Period and the base amount 
for calculating the Non-Retail Threshold for the succeeding planning period.  If 
the Non-Retail Threshold is exceeded, the amount of operating Non-Retail 
Behind the Meter Generation that a Party may net shall be adjusted according to 
the following formula: 
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Party Netting Credit = (NRT/ PJM NRBTMG) * Party Operating NRBTMG 
 
Where:  NRBTMG is Non-Retail Behind the Meter Generation 
 
 NRT is the Non-Retail Threshold 
 
 PJM NRBTMG is the total amount of Non-Retail Behind the Meter Generation in 

the PJM Region 
 
The total amount of Non-Retail Behind the Meter Generation that is eligible for netting in 

the PJM Region is 3000 megawatts.  Once this 3000 megawatt limit is reached, 
any additional Non-Retail Behind the Meter Generation which operates in the 
PJM Region will be ineligible for netting under this section. 

 
In addition, the Party NRBTMG Netting Credit shall be adjusted pursuant to Schedule 16 

of this Agreement, if applicable. 
 
A Party shall be required to report to PJM such information as is required to facilitate the 

determination of its NRBTMG Netting Credit in accordance with the procedures 
set forth in the PJM Manuals.    

 
B. Following the Base Residual Auction for a Delivery Year, the Office of the 

Interconnection shall determine the Base Zonal RPM Scaling Factor and the Base 
Zonal Unforced Capacity Obligation for each Zone for such Delivery Year as 
follows: 

 
For Delivery Years through May 31, 2018, Base Zonal Unforced Capacity 
Obligation = (ZWNSP * Base Zonal RPM Scaling Factor * FPR) + Zonal Short-
Term Resource Procurement Target   
 
For the 2018/2019 Delivery Year and subsequent Delivery Years, Base Zonal 
Unforced Capacity Obligation = (ZWNSP * Base Zonal RPM Scaling Factor * 
FPR) 

 
 and 
 
 Base Zonal RPM Scaling Factor  =  ZPLDY/ZWNSP x [RUCO / (RPLDY x 

FPR)] 
 
Where: 
 
 ZPLDY = Preliminary Zonal Peak Load Forecast for such Delivery Year 
 
 ZWNSP = Zonal Weather-Normalized Summer Peak for the summer season 

concluding four years prior to the commencement of such Delivery Year 
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 RUCO = the RTO Unforced Capacity Obligation satisfied in the Base 
Residual Auction for such Delivery Year. 

 
 RPLDY = RTO Preliminary Peak Load Forecast for such Delivery Year. 
 
 For purposes of such determination, PJM shall determine the Preliminary RTO 

Peak Load Forecast, and the Preliminary Zonal Peak Load Forecasts for each 
Zone, in accordance with the PJM Manuals for each Delivery Year no later than 
one month prior to the Base Residual Auction for such Delivery Year.  PJM shall 
determine the Updated  RTO and Zonal Peak Load Forecasts in accordance with 
the PJM Manuals for each Delivery Year no later than one month prior to each of 
the First, Second, and Third Incremental Auctions for such Delivery Year.  PJM 
shall determine the most recent Weather Normalized Summer Peak for each Zone 
no later than seven months prior to the start of the Delivery Year, and shall 
calculate the RTO Weather Normalized Summer Peak as the sum of the Weather 
Normalized Summer Peaks for all Zones.   

 
 C. The Final RTO Unforced Capacity Obligation for a Delivery Year shall be equal 

to the sum of the unforced capacity obligations satisfied through the Base 
Residual Auction and the First, Second, Third, and any Conditional Incremental 
Auctions for such Delivery Year.  The unforced capacity obligation satisfied in an 
Incremental Auction may be negative if capacity is decommitted in such auction.  
The Final Zonal Unforced Capacity Obligation for a Zone shall be equal to such 
Zone’s pro rata share of the Final RTO Unforced Capacity Obligation for the 
Delivery Year based on the Final Zonal Peak Load Forecast made one month 
prior to the Third Incremental Auction  The Final Zonal RPM Scaling Factor shall 
be equal to the Final Zonal Unforced Capacity Obligation divided by (FPR times 
the Zonal Weather Normalized Summer Peak for the summer concluding prior to 
the commencement of such Delivery Year). 

 
D. 1. No later than five months prior to the start of each Delivery Year, the 

Electric Distributor for a Zone shall allocate the most recent Weather Normalized 
Summer Peak for such Zone to determine the Obligation Peak Load for each end-
use customer within such Zone. 

 
2. During the Delivery Year, no later than 36 hours prior to the start of each 

Operating Day, the Electric Distributor shall provide to PJM for each Party to this 
Agreement serving load in such Electric Distributor’s Zone the Obligation Peak 
Load for all end-use customers served by such Party in such Zone.  The Electric 
Distributor may submit corrections to the Obligation Peak Load data up to 
12:00PM Eastern Prevailing Time of the next bBusiness dDay following the 
Operating Day. 

 
3. For purposes of such allocations, the daily sum of the Obligation Peak Loads of 

all Parties serving load in a Zone must equal the Zonal Obligation Peak Load for 
such Zone. 
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H. Annexation of service territory by Public Power Entity 
 
1. In the event a Public Power Entity that is an FRR Entity annexes service territory to 
include new customers on sites where no load had previously existed, then the incremental load 
on such a site shall be treated as unanticipated load growth, and such FRR Entity shall be 
required to commit sufficient resources to cover such obligation in the relevant Delivery Year.   
 
2. In the event a Public Power Entity that is an FRR Entity annexes service territory to 
include load from a Party that has not elected the FRR Alternative, then: 
 
a. For any Delivery Year for which a Base Residual Auction already has been conducted, 

such acquiring FRR Entity shall pay a Locational Reliability Charge for the acquired 
loadmeet its obligations for the incremental load by paying PJM for incremental 
obligations (including any additional demand curve obligation) at the Capacity Resource 
Clearing Price for the relevant location.  Any such revenues shall be used to pay Capacity 
Resources that cleared in the Base Residual Auction for that LDA. 

   
b. For any Delivery Year for which a Base Residual Auction has not been conducted, such 

acquiring FRR Entity shall include such incremental load in its FRR Capacity Plan. 
 
3. Annexation whereby a Party that has not elected the FRR Alternative acquires load from 
an FRR eEntity: 
 
a. For any Delivery Year for which a Base Residual Auction already has been conducted, 

PJM would consider shifted load as unanticipated load growth for purposes of 
determining the RTO/LDA Reliability Requirements, Limited Resource and Sub-Annual 
Constraints for the 2017/2018 Delivery Year, and Base Capacity Demand Resource 
Constraint and Base Capacity Resource Constraint for the 2018/2019 and 2019/2020 
Delivery Years in all future Incremental Auctions for such Delivery Years, and such 
shifted load shall pay a Locational Reliability Charge. whether to hold a Second 
Incremental Auction.  If a Second Incremental Auction is held, For the next Incremental 
Auction, the FRR eEntity would have an RPM must offer requirement for a fixed amount 
of unforced capacity equal to the shifted load times the updated Forecast Pool 
Requirement applicable to the next Incremental Auction.  The FRR Entity would 
continue to have an RPM must offer requirement for all future Incremental Auctions for 
such Delivery Year; however, the RPM must offer requirement would terminate once the 
FRR Entity cleared the required fixed amount of Unforced Capacity in Incremental 
Auction(s) for such Delivery Yearsufficient capacity to meet the load obligation of such 
shifted load.  If no Second Incremental Auction is conducted, the FRR Entity may sell the 
associated quantity of capacity into an RPM Auction or bilaterally. 

 
b. For any Delivery Year for which a Base Residual Auction has not been conducted, the 

FRR Entity that lost such load would no longer include such load in its FRR Capacity 
Plan, and PJM would include such shifted load in future BRAs. 
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