
   
 
 
 
 
 
 

www.pjm.com 

955 Jefferson Avenue 
Valley Forge Corporate Center 
Norristown, PA 19403-2497 
 
Jeanine Schleiden 
Counsel 
610.666.4438 Phone | 610.666.8211 Fax 
schlej@pjm.com 

 
 
 
 
October 26, 2010 

The Honorable Kimberly D. Bose, Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426-0001 

 Re: PJM Interconnection, L.L.C., Docket No. ER11-xxx-000 

Dear Secretary Bose: 

Pursuant to Section 205 of the Federal Power Act, 16 U.S.C. § 824d (2000), and 
the Commission’s Regulations, 18 C.F.R. Part 35 (2007), PJM Interconnection, L.L.C. 
(“PJM”) hereby submits for filing the attached revisions to Section M.1., Energy 
Efficiency Resources of Attachment DD-1 of the PJM Open Access Transmission Tariff 
(“PJM Tariff”), as well as the parallel provisions of Schedule 6 of the Reliability 
Assurance Agreement Among Load Serving Entities in the PJM Region (“RAA”).1  PJM 
seeks implementation of the proposed revisions to provide clarification that a project 
qualifying as an Energy Efficiency Resource is one that is installed at the End-Use 
Customer’s retail site.  PJM proposes an effective date of December 27, 2010 for the 
enclosed proposed revisions for the reasons described herein, and requests that the 
Commission issue its order accepting the enclosed revisions by no later than December 
27, 2010, sixty-two (62) days post filing. 

I. Background 

Since adoption of the current provisions of the PJM Tariff and RAA concerning 
Energy Efficiency Resources, PJM has received inquiries concerning whether upgrades 
to existing equipment of the transmission and distribution systems, including 
transformers, would be eligible to be offered into a Reliability Pricing Model Auction as 
an Energy Efficiency Resource.  Consistent with the intent of the current provisions at 
the time they were implemented, PJM has repeatedly interpreted them to mean that 
Energy Efficiency Resources are resources reducing electric energy consumption

                                            
1 Attachment DD-1 of the PJM Tariff and Schedule 6 of the RAA are identical.  For convenience, where 
PJM refers in this transmittal letter only to the proposed revisions to sections in Attachment DD-1 of the 
PJM Tariff, such references are intended to encompass the corresponding provisions of and proposed 
changes to Schedule 6 of the RAA. 
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behind the End-Use Customer’s meter.  While PJM has consistently determined that 
such enhancements do not qualify as Energy Efficiency Resources to be offered into 
the Reliability Pricing Model Auctions, PJM determined that the PJM Tariff language 
could be further clarified through minor revisions.  These clarifications make PJM’s 
Energy Efficiency Resource definition consistent with similar definitions used by other 
RTOs/ISOs.2   

The addition and replacement of equipment on the transmission and distribution 
system is a normal utility practice, and does not, in and of itself, constitute an Energy 
Efficiency Resource as provided for in the PJM Tariff.  To the extent that a utility 
proposed transmission and distribution system project utilizes newer technological 
equipment that provides energy efficiency gains in excess of a more traditional, 
comparable piece of technological equipment, then such an upgrade may be studied as 
an economic project in the PJM Regional Transmission Expansion Plan (“RTEP”) 
process.  Under the existing PJM Tariff provisions, such a project would be 
recommended for inclusion into the RTEP as an economic project if the market 
efficiency benefits exceeded the additional cost of the non-traditional, newer 
technological equipment.    

Consequently, PJM introduced its proposed revisions at the PJM Markets 
Implementation Committee meeting held on June 16, 2010.  Through these revisions, 
PJM proposes to clarify that a project qualifying as an Energy Efficiency Resource is 
one that is installed at the End-Use Customer’s retail site.  Energy Efficiency Resources 
do not include installation of more efficient equipment on the transmission or distribution 
system.  In addition to review and approval by the PJM Markets Implementation 
Committee, the attached PJM Tariff revisions received overwhelming endorsement by 
PJM’s Markets and Reliability Committee and PJM’s Members Committee.   

II. The Proposed Revisions Revising Section M.1., Energy Efficiency 
Resources  

With the foregoing in mind, the revisions proposed herein to the Energy 
Efficiency Resources provisions clarify that a project qualifying as an Energy Efficiency 
Resource is one that is installed at the End-Use Customer’s retail site.  In order to 
provide this clarification, new language is proposed to be added to Section M.1. of 
Attachment DD-1 of the PJM Tariff, as follows: 

                                            
2  For example, the definition of Energy Efficiency in the ISO New England Inc. Transmission, Markets 
and Services Tariff (“ISO-NE Tariff”) also refers to measures installed at the end-use customer facilities:  
“Energy Efficiency is installed measures (e.g., products, equipment, systems, services, practices and/or 
strategies) on end-use-customer facilities that reduce the total amount of electrical energy needed, while 
delivering a comparable or improved level of end-use service. . .”  ISO-NE Tariff, Section I.2.2. Definitions 
at 30. 
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M.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 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.   

III. Stakeholder Support  

The PJM Market Implementation Committee endorsed the proposed revisions 
with no objections and no abstentions at its meeting on June 16, 2010.  The PJM 
Markets and Reliability Committee endorsed the proposed revisions with no objections 
and one abstention at its meeting on August 5, 2010.  On August 12, 2010, the PJM 
Members Committee endorsed the proposed revisions with no objections and no 
abstentions.   

IV. Correspondence 

The following individuals are designated for inclusion on the official service list in 
this proceeding and for receipt of any communications regarding this filing:   

Frederick S. Bresler, III 
Vice President – Market Operations and 
Demand Resources  
PJM Interconnection, L.L.C. 
955 Jefferson Avenue 
Norristown, PA 19403-2497 
(610) 666-8942 
bresler@pjm.com 

Jeanine Schleiden 
Counsel 
PJM Interconnection, L.L.C. 
955 Jefferson Avenue 
Norristown, PA 19403-2497 
(610) 666-4438 
schlej@pjm.com  

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

PJM encloses with this transmittal letter electronic versions of the revisions to the 
Operating Agreement and Tariff in both marked (showing the changes) and clean forms. 

VI. 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, located at the following link: 
http://www.pjm.com/documents/ferc-manuals.aspx with a specific link to the newly-filed 
document, and will send an e-mail on the same date as this filing to all PJM Members 
and all state utility regulatory commissions in the PJM Region4 alerting them that this 
filing has been made by PJM today and is available by following such link. 

 
Respectfully submitted, 
 

 
 

Craig Glazer 
Vice President–Federal Government Policy 
PJM Interconnection, L.L.C. 
1200 G Street, N.W, Suite 600 
Washington, D.C. 20005 
(202) 393-7756 
glazec@pjm.com 

Jeanine Schleiden 
Counsel 
PJM Interconnection, L.L.C. 
955 Jefferson Avenue 
Norristown, Pennsylvania 19403
(610) 666-4438 
schlej@pjm.com 

 

                                            
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 
commissions. 
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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, ILR, AND ENERGY EFFICIENCY 
 
 A. Parties can partially or wholly offset the amounts payable for the Locational 
Reliability Charge with Demand Resources or ILR 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.  In addition, for Delivery Years through May 
31, 2012, resources qualifying under the criteria set forth below may be certified as ILR on 
behalf of a Party that has not elected the FRR Alternative for a Delivery Year no later than three 
months prior to the first day of such Delivery Year; provided, however, that for the 2011-2012 
Delivery Year only, the ILR certification deadline shall be no later than two months prior to the 
first day of such Delivery Year.  Qualified Demand Resources and ILR generally fall in one of 
three categories, i.e., Guaranteed Load Drop, Firm Service Level, or Direct Load Control, as 
further specified in section H and the PJM Manuals.  Qualified Demand Resources and ILR may 
be provided by a Demand Resource Provider or ILR Provider (hereinafter, “Provider”), 
notwithstanding that such Provider is not a Party to this Agreement.  Such Providers must satisfy 
the requirements in section I and the PJM Manuals. 
 
  1. A Party must formally notify, in accordance with the requirements of the 
PJM Manuals and section G of this schedule as applicable, the Office of the Interconnection of 
the Demand Resource or ILR that it is placing under the direction of the Office of the 
Interconnection. 
 
  2. A Party must agree to reserve, for interruption at the direction of the 
Office of the Interconnection, at least 10 interruptions per Planning Period. 
 
  3. The Demand Resource or ILR must be available during the summer period 
of June through September in the corresponding Delivery Year to be certified, offered for sale or 
Self-Supplied in an auction, or included as a Demand Resource in an FRR Capacity Plan for the 
corresponding Delivery Year. 
 
  4. A period of no more than 2 hours prior notification must apply to 
interruptible customers. 
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  5. The initiation of load interruption, 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. 
 
  6. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered an emergency action and must be implementable prior to a voltage 
reduction. 
 
  7. A Party must agree to reserve interruptions of at least 6-hour duration.  As 
a minimum, such 6-hour duration for interruptions should be available on weekdays during the 
8-hour daily peak window for the appropriate season.  There will be no credit given to Parties 
who choose to provide interruption less than 6 hours and/or exclusive of the above time period. 
 
  8. An entity offering for sale, designating for self-supply, or including in any 
FRR Capacity Plan any Planned Demand Resource must demonstrate, in accordance with 
standards and procedures set forth in the PJM Manuals, 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.  Providers of Planned Demand 
Resources must provide a timeline including the milestones, which demonstrates to PJM’s 
satisfaction that the Planned Demand Resources will be available for the start of the Delivery 
Year, 15 business days prior to a Base Residual Auction or Incremental Auction.  PJM may 
verify the Provider’s adherence to the timetable at any time. 
 
  9. 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 of the Emergency Load Response program 
and thus available for dispatch during PJM-declared emergency events. 
 
 B. The Unforced Capacity value of a Demand Resource and ILR will be determined 
as:   
 
the product of the Nominated Value of the Demand Resource, or the Nominated Value of the 
ILR, times the DR Factor, times the Forecast Pool Requirement.  Nominated Values shall be 
determined and reviewed in accordance with sections J and K, 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 and ILR.  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 and ILR, divided by the total Nominated 
Value of Demand Resources and ILR 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 and ILR, the 
number of interruptions, and the total amount of load reduction. 
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 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 Resource 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 Demand 
Resource 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 that 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. Certified ILR resources shall receive the Final Zonal ILR Price. 
 
 E. The Party, Electric Distributor, Demand Resource Provider, or ILR 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 sections C and D for a committed 
Demand Resource or certified ILR, notwithstanding that such provider is not the customer’s 
energy supplier. 
 
 F. Any Party hereto shall demonstrate that its Demand Resources or ILR 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 L and the PJM 
Manuals.  In addition, committed Demand Resources and certified ILR 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. 
 
 G. 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. 
 
 H. PJM recognizes three types of Demand Resource and ILR: 
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Direct Load Control (DLC) – Load management that is initiated directly by the 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.  Providers may rely on the results of load research 
studies identified in the PJM Manuals to set the per-participant load reduction for DLC 
programs.  Each Provider relying on DLC load management must periodically update its DLC 
switch operability rates, in accordance with the PJM Manuals. 
 
Firm Service Level (FSL) – Load management achieved by a customer reducing its load to a pre-
determined level (the Firm Service Level), upon notification from the Provider’s market 
operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by a customer reducing its load by 
a pre-determined amount (the Guaranteed Load Drop), upon notification from the 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. 
 
For each type of Demand Resource and ILR above, there can be two notification periods: 
 
Step 1 (Short Lead Time) – Demand Resource or ILR which must be fully implemented in one 
hour or less from the time the PJM dispatcher notifies the market operations center of a 
curtailment event. 
 
Step 2 (Long Lead Time) – Demand Resource or ILR which requires more than one hour but no 
more than two hours, from the time the PJM dispatcher notifies the market operations center of a 
curtailment event, to be fully implemented. 
 
 I.  Each Provider must satisfy (or contract with another LSE, Provider, or EDC 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 and ILR available, as 
requested by PJM; 
 

• Entry of customer-specific Demand Resource and ILR 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 or ILR 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 or ILR events, prepared in 
accordance with the PJM Manuals. 
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 J. The Nominated Value of each Demand Resource or ILR 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 determined by the 5CP methodology utilized to determine other 
ICAP obligation values.  The maximum Demand Resource or ILR load reduction value for a 
Firm Service Level customer will be equal to Peak Load Contribution – Firm Contract Level 
adjusted for system losses. 
 
The Nominated Value for a Guaranteed Load Drop customer will be the guaranteed load drop 
amount, adjusted for system losses, as established by the customer’s contract with the Provider. 
The maximum credit nominated shall not exceed the customer’s Peak Load Contribution. 
 
The Nominated Value for a 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 or ILR information (EDC account number, peak load, 
notification period, etc.) will be entered into the designated PJM electronic system to establish 
credit values.  Additional data may be required, as defined in sections K and L. 
 
 K. Nominated Values shall be reviewed based on documentation of customer-
specific data and Demand Resource or ILR 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 Provider on templates supplied by PJM, and must include the EDC 
meter number or other unique customer identifier, Peak Load Contribution (5CP), contract firm 
service level or guaranteed load drop values, applicable loss factor, zone/area location of the load 
drop, LSE contact information, 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, 
or certification of such resource as ILR.  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 Provider.  Load drop levels shall be estimated in accordance with 
guidelines in the PJM Manuals. 
 
For Direct Load Control programs, the Provider must provide information detailing the number 
of active participants in each program. Other information on approved DLC programs will be 
provided by PJM. 
 
 L. Compliance is the process utilized to review Provider performance during PJM-
initiated Demand Resource and ILR events. The process establishes potential under/over 
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compliance values for the Provider.  Compliance is event based, i.e., compliance is verified only 
if an event occurs between June and September. 
 
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.  Providers are responsible for the 
submittal of compliance information to PJM for each PJM-initiated event during the compliance 
period.  Compliance for Direct Load Control programs will consider only the transmission of the 
control signal.  Providers are required to report the time period (during the Demand Resource 
and ILR event) that the control signal was actually sent.  Compliance is checked on an individual 
customer basis for FSL, by comparing actual load during the event to the firm service level.  
Providers must submit actual customer load levels (for the event period) for the compliance 
report.  Compliance is checked on an individual customer basis for GLD, by comparing actual 
load dropped during the event to the nominated amount of load drop.  Providers must submit 
actual loads and comparison loads for the compliance hours.  Comparison loads must be 
developed from the guidelines in the PJM Manuals, and note which method was employed. 
 
Compliance is averaged over the full hours of a Demand Resource and ILR event, for each 
customer or DLC program.  Demand Resource or ILR customers 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 DLC programs to determine a net compliance position for the event for each Provider by 
Zone, for all Demand Resources committed and ILR Certified by such Provider in the zone.  
Deficiencies shall be as further determined in accordance with section 11 of Schedule DD to the 
PJM Tariff. 
 
 M. 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 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, 
2012.  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 
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development timeline, and any other relevant data. Such notice also shall state the seller’s 
proposed Nominated Energy Efficiency Value, which 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.  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. 
 
  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.    
 
  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 
 

 
PROCEDURES FOR DEMAND RESOURCES, ILR, AND ENERGY EFFICIENCY 

A. Parties can partially or wholly offset the amounts payable for the Locational Reliability 
Charge with Demand Resources or ILR 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.  In 
addition, for Delivery Years through May 31, 2012, resources qualifying under the 
criteria set forth below may be certified as ILR on behalf of a Party that has not elected 
the FRR Alternative for a Delivery Year no later than three months prior to the first day 
of such Delivery Year; provided, however, that for the 2011-2012 Delivery Year only, 
the ILR certification deadline shall be no later than two months prior to the first day of 
such Delivery Year.  Qualified Demand Resources and ILR generally fall in one of three 
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Direct Load Control, as 
further specified in section H and the PJM Manuals.  Qualified Demand Resources and 
ILR may be provided by a Demand Resource Provider or ILR Provider (hereinafter, 
“Provider”), notwithstanding that such Provider is not a Party to this Agreement.  Such 
Providers must satisfy the requirements in section I and the PJM Manuals. 

 
1. A Party must formally notify, in accordance with the requirements of the PJM 

Manuals and paragraph G of this schedule as applicable, the Office of the 
Interconnection of the Demand Resource or ILR that it is placing under the 
direction of the Office of the Interconnection. 

 
2. A Party must agree to reserve, for interruption at the direction of the Office of the 

Interconnection, at least 10 interruptions per Planning Period. 
 
3. The Demand Resource or ILR must be available during the summer period of 

June through September in the corresponding Delivery Year to be certified, 
offered for sale or Self-Supplied in an auction, or included as a Demand Resource 
in an FRR Capacity Plan for the corresponding Delivery Year. 

 
4. A period of no more than 2 hours prior notification must apply to interruptible 

customers. 
 
5. The initiation of load interruption, 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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6. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered an emergency action and must be implementable 
prior to a voltage reduction. 

 
 
7. A Party must agree to reserve interruptions of at least 6-hour duration.  As a 

minimum, such 6-hour duration for interruptions should be available on weekdays 
during the 8-hour daily peak window for the appropriate season.  There will be no 
credit given to Parties who choose to provide interruption less than 6 hours and/or 
exclusive of the above time period. 

 
8. An entity offering for sale, designating for self-supply, or including in any FRR 

Capacity Plan any Planned Demand Resource must demonstrate, in accordance 
with standards and procedures set forth in the PJM Manuals, 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.  Providers of Planned Demand Resources must provide a timeline 
including the milestones, which demonstrates to PJM’s satisfaction that the 
Planned Demand Resources will be available for the start of the Delivery Year, 15 
business days prior to a Base Residual Auction or Incremental Auction.  PJM may 
verify the Provider’s adherence to the timetable at any time. 

 
9. 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 of the Emergency Load 
Response program and thus available for dispatch during PJM-declared 
emergency events.  

 
B. The Unforced Capacity value of a Demand Resource and ILR will be determined as: 
 

the product of the Nominated Value of the Demand Resource, or the Nominated Value of 
the ILR, times the DR Factor, times the Forecast Pool Requirement.  Nominated Values 
shall be determined and reviewed in accordance with sections J and K, 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 and ILR.  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 and ILR, divided by the total Nominated Value of Demand Resources and ILR 
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 and ILR, the number of 
interruptions, and the total amount of load reduction. 
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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 
Resource 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 Demand Resource 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. Certified ILR resources shall receive the Final Zonal ILR Price.   
 
E. The Party, Electric Distributor, Demand Resource Provider, or ILR 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 sections C and D for a 
committed Demand Resource or certified ILR, notwithstanding that such provider is not 
the customer’s energy supplier.  

 
F. Any Party hereto shall demonstrate that its Demand Resources or ILR 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 L and 
the PJM Manuals.  In addition, committed Demand Resources and certified ILR 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. 

 
G. 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. 
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H. PJM recognizes three types of Demand Resource and ILR: 
 

Direct Load Control (DLC) – Load management that is initiated directly by the 
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.  Providers may rely on 
the results of load research studies identified in the PJM Manuals to set the per-
participant load reduction for DLC programs.  Each Provider relying on DLC load 
management must periodically update its DLC switch operability rates, in accordance 
with the PJM Manuals.  

 
Firm Service Level (FSL) – Load management achieved by a customer reducing its load 
to a pre-determined level (the Firm Service Level), upon notification from the Provider’s 
market operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by a customer reducing its 
load by a pre-determined amount (the Guaranteed Load Drop), upon notification from the 
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. 
 
For each type of Demand Resource and ILR above, there can be two notification periods: 
 
Step 1 (Short Lead Time) – Demand Resource or ILR which must be fully implemented 
in one hour or less from the time the PJM dispatcher notifies the market operations center 
of a curtailment event. 
 
Step 2 (Long Lead Time) – Demand Resource or ILR which requires more than one hour 
but no more than two hours, from the time the PJM dispatcher notifies the market 
operations center of a curtailment event, to be fully implemented. 
 

I. Each Provider must satisfy (or contract with another LSE, Provider, or EDC 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 and ILR available, as requested 
by PJM; 

 
• Entry of customer-specific Demand Resource and ILR 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 or ILR event, as well as aggregated Provider load drop data for 
Provider-initiated events, in accordance with established reporting guidelines. 
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• Load drop estimates for all Demand Resource or ILR events, prepared in accordance with 

the PJM Manuals. 
 
J. The Nominated Value of each Demand Resource or ILR 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 determined by the 5CP methodology utilized to 
determine other ICAP obligation values.  The maximum Demand Resource or ILR load 
reduction value for a Firm Service Level customer will be equal to Peak Load 
Contribution – Firm Contract Level adjusted for system losses. 
 
The Nominated Value for a Guaranteed Load Drop customer will be the guaranteed load 
drop amount, adjusted for system losses, as established by the customer’s contract with 
the Provider. The maximum credit nominated shall not exceed the customer’s Peak Load 
Contribution. 
 
The Nominated Value for a 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 or ILR information (EDC account number, peak 
load, notification period, etc.) will be entered into the designated PJM electronic system 
to establish credit values.  Additional data may be required, as defined in sections K and 
L. 

 
K. Nominated Values shall be reviewed based on documentation of customer-specific data 

and Demand Resource or ILR 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 Provider on templates supplied by PJM, and must include the EDC 
meter number or other unique customer identifier, Peak Load Contribution (5CP), 
contract firm service level or guaranteed load drop values, applicable loss factor, 
zone/area location of the load drop, LSE contact information, 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, or certification of such resource 
as ILR.  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 Provider.  Load drop levels shall be estimated in 
accordance with guidelines in the PJM Manuals. 
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For Direct Load Control programs, the Provider must provide information detailing the 
number of active participants in each program. Other information on approved DLC 
programs will be provided by PJM. 

 
L.  Compliance is the process utilized to review Provider performance during PJM-initiated 

Demand Resource and ILR events. The process establishes potential under/over 
compliance values for the Provider.  Compliance is event based, i.e., compliance is 
verified only if an event occurs between June and September. 

 
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.  
Providers are responsible for the submittal of compliance information to PJM for each 
PJM-initiated event during the compliance period.  Compliance for Direct Load Control 
programs will consider only the transmission of the control signal.  Providers are required 
to report the time period (during the Demand Resource and ILR event) that the control 
signal was actually sent.  Compliance is checked on an individual customer basis for 
FSL, by comparing actual load during the event to the firm service level.  Providers must 
submit actual customer load levels (for the event period) for the compliance report.  
Compliance is checked on an individual customer basis for GLD, by comparing actual 
load dropped during the event to the nominated amount of load drop.  Providers must 
submit actual loads and comparison loads for the compliance hours.  Comparison loads 
must be developed from the guidelines in the PJM Manuals, and note which method was 
employed. 

 
Compliance is averaged over the full hours of a Demand Resource and ILR event, for 
each customer or DLC program.  Demand Resource or ILR customers 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 DLC programs to determine a net compliance position for the 
event for each Provider by Zone, for all Demand Resources committed and ILR Certified 
by such Provider in the zone.  Deficiencies shall be as further determined in accordance 
with section 11 of Schedule DD to the PJM Tariff. 

 
M. 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 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. 
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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, 
which 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.  
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. 

 
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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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, ILR, AND ENERGY EFFICIENCY 
 
 A. Parties can partially or wholly offset the amounts payable for the Locational 
Reliability Charge with Demand Resources or ILR 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.  In addition, for Delivery Years through May 
31, 2012, resources qualifying under the criteria set forth below may be certified as ILR on 
behalf of a Party that has not elected the FRR Alternative for a Delivery Year no later than three 
months prior to the first day of such Delivery Year; provided, however, that for the 2011-2012 
Delivery Year only, the ILR certification deadline shall be no later than two months prior to the 
first day of such Delivery Year.  Qualified Demand Resources and ILR generally fall in one of 
three categories, i.e., Guaranteed Load Drop, Firm Service Level, or Direct Load Control, as 
further specified in section H and the PJM Manuals.  Qualified Demand Resources and ILR may 
be provided by a Demand Resource Provider or ILR Provider (hereinafter, “Provider”), 
notwithstanding that such Provider is not a Party to this Agreement.  Such Providers must satisfy 
the requirements in section I and the PJM Manuals. 
 
  1. A Party must formally notify, in accordance with the requirements of the 
PJM Manuals and section G of this schedule as applicable, the Office of the Interconnection of 
the Demand Resource or ILR that it is placing under the direction of the Office of the 
Interconnection. 
 
  2. A Party must agree to reserve, for interruption at the direction of the 
Office of the Interconnection, at least 10 interruptions per Planning Period. 
 
  3. The Demand Resource or ILR must be available during the summer period 
of June through September in the corresponding Delivery Year to be certified, offered for sale or 
Self-Supplied in an auction, or included as a Demand Resource in an FRR Capacity Plan for the 
corresponding Delivery Year. 
 
  4. A period of no more than 2 hours prior notification must apply to 
interruptible customers. 
 



Page 2 

  5. The initiation of load interruption, 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. 
 
  6. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered an emergency action and must be implementable prior to a voltage 
reduction. 
 
  7. A Party must agree to reserve interruptions of at least 6-hour duration.  As 
a minimum, such 6-hour duration for interruptions should be available on weekdays during the 
8-hour daily peak window for the appropriate season.  There will be no credit given to Parties 
who choose to provide interruption less than 6 hours and/or exclusive of the above time period. 
 
  8. An entity offering for sale, designating for self-supply, or including in any 
FRR Capacity Plan any Planned Demand Resource must demonstrate, in accordance with 
standards and procedures set forth in the PJM Manuals, 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.  Providers of Planned Demand 
Resources must provide a timeline including the milestones, which demonstrates to PJM’s 
satisfaction that the Planned Demand Resources will be available for the start of the Delivery 
Year, 15 business days prior to a Base Residual Auction or Incremental Auction.  PJM may 
verify the Provider’s adherence to the timetable at any time. 
 
  9. 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 of the Emergency Load Response program 
and thus available for dispatch during PJM-declared emergency events. 
 
 B. The Unforced Capacity value of a Demand Resource and ILR will be determined 
as:   
 
the product of the Nominated Value of the Demand Resource, or the Nominated Value of the 
ILR, times the DR Factor, times the Forecast Pool Requirement.  Nominated Values shall be 
determined and reviewed in accordance with sections J and K, 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 and ILR.  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 and ILR, divided by the total Nominated 
Value of Demand Resources and ILR 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 and ILR, the 
number of interruptions, and the total amount of load reduction. 
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 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 Resource 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 Demand 
Resource 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 that 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. Certified ILR resources shall receive the Final Zonal ILR Price. 
 
 E. The Party, Electric Distributor, Demand Resource Provider, or ILR 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 sections C and D for a committed 
Demand Resource or certified ILR, notwithstanding that such provider is not the customer’s 
energy supplier. 
 
 F. Any Party hereto shall demonstrate that its Demand Resources or ILR 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 L and the PJM 
Manuals.  In addition, committed Demand Resources and certified ILR 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. 
 
 G. 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. 
 
 H. PJM recognizes three types of Demand Resource and ILR: 
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Direct Load Control (DLC) – Load management that is initiated directly by the 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.  Providers may rely on the results of load research 
studies identified in the PJM Manuals to set the per-participant load reduction for DLC 
programs.  Each Provider relying on DLC load management must periodically update its DLC 
switch operability rates, in accordance with the PJM Manuals. 
 
Firm Service Level (FSL) – Load management achieved by a customer reducing its load to a pre-
determined level (the Firm Service Level), upon notification from the Provider’s market 
operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by a customer reducing its load by 
a pre-determined amount (the Guaranteed Load Drop), upon notification from the 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. 
 
For each type of Demand Resource and ILR above, there can be two notification periods: 
 
Step 1 (Short Lead Time) – Demand Resource or ILR which must be fully implemented in one 
hour or less from the time the PJM dispatcher notifies the market operations center of a 
curtailment event. 
 
Step 2 (Long Lead Time) – Demand Resource or ILR which requires more than one hour but no 
more than two hours, from the time the PJM dispatcher notifies the market operations center of a 
curtailment event, to be fully implemented. 
 
 I.  Each Provider must satisfy (or contract with another LSE, Provider, or EDC 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 and ILR available, as 
requested by PJM; 
 

• Entry of customer-specific Demand Resource and ILR 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 or ILR 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 or ILR events, prepared in 
accordance with the PJM Manuals. 
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 J. The Nominated Value of each Demand Resource or ILR 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 determined by the 5CP methodology utilized to determine other 
ICAP obligation values.  The maximum Demand Resource or ILR load reduction value for a 
Firm Service Level customer will be equal to Peak Load Contribution – Firm Contract Level 
adjusted for system losses. 
 
The Nominated Value for a Guaranteed Load Drop customer will be the guaranteed load drop 
amount, adjusted for system losses, as established by the customer’s contract with the Provider. 
The maximum credit nominated shall not exceed the customer’s Peak Load Contribution. 
 
The Nominated Value for a 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 or ILR information (EDC account number, peak load, 
notification period, etc.) will be entered into the designated PJM electronic system to establish 
credit values.  Additional data may be required, as defined in sections K and L. 
 
 K. Nominated Values shall be reviewed based on documentation of customer-
specific data and Demand Resource or ILR 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 Provider on templates supplied by PJM, and must include the EDC 
meter number or other unique customer identifier, Peak Load Contribution (5CP), contract firm 
service level or guaranteed load drop values, applicable loss factor, zone/area location of the load 
drop, LSE contact information, 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, 
or certification of such resource as ILR.  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 Provider.  Load drop levels shall be estimated in accordance with 
guidelines in the PJM Manuals. 
 
For Direct Load Control programs, the Provider must provide information detailing the number 
of active participants in each program. Other information on approved DLC programs will be 
provided by PJM. 
 
 L. Compliance is the process utilized to review Provider performance during PJM-
initiated Demand Resource and ILR events. The process establishes potential under/over 
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compliance values for the Provider.  Compliance is event based, i.e., compliance is verified only 
if an event occurs between June and September. 
 
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.  Providers are responsible for the 
submittal of compliance information to PJM for each PJM-initiated event during the compliance 
period.  Compliance for Direct Load Control programs will consider only the transmission of the 
control signal.  Providers are required to report the time period (during the Demand Resource 
and ILR event) that the control signal was actually sent.  Compliance is checked on an individual 
customer basis for FSL, by comparing actual load during the event to the firm service level.  
Providers must submit actual customer load levels (for the event period) for the compliance 
report.  Compliance is checked on an individual customer basis for GLD, by comparing actual 
load dropped during the event to the nominated amount of load drop.  Providers must submit 
actual loads and comparison loads for the compliance hours.  Comparison loads must be 
developed from the guidelines in the PJM Manuals, and note which method was employed. 
 
Compliance is averaged over the full hours of a Demand Resource and ILR event, for each 
customer or DLC program.  Demand Resource or ILR customers 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 DLC programs to determine a net compliance position for the event for each Provider by 
Zone, for all Demand Resources committed and ILR Certified by such Provider in the zone.  
Deficiencies shall be as further determined in accordance with section 11 of Schedule DD to the 
PJM Tariff. 
 
 M. 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 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, 
2012.  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 
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development timeline, and any other relevant data. Such notice also shall state the seller’s 
proposed Nominated Energy Efficiency Value, which 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.  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. 
 
  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.    
 
  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 
 

 
PROCEDURES FOR DEMAND RESOURCES, ILR, AND ENERGY EFFICIENCY 

A. Parties can partially or wholly offset the amounts payable for the Locational Reliability 
Charge with Demand Resources or ILR 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.  In 
addition, for Delivery Years through May 31, 2012, resources qualifying under the 
criteria set forth below may be certified as ILR on behalf of a Party that has not elected 
the FRR Alternative for a Delivery Year no later than three months prior to the first day 
of such Delivery Year; provided, however, that for the 2011-2012 Delivery Year only, 
the ILR certification deadline shall be no later than two months prior to the first day of 
such Delivery Year.  Qualified Demand Resources and ILR generally fall in one of three 
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Direct Load Control, as 
further specified in section H and the PJM Manuals.  Qualified Demand Resources and 
ILR may be provided by a Demand Resource Provider or ILR Provider (hereinafter, 
“Provider”), notwithstanding that such Provider is not a Party to this Agreement.  Such 
Providers must satisfy the requirements in section I and the PJM Manuals. 

 
1. A Party must formally notify, in accordance with the requirements of the PJM 

Manuals and paragraph G of this schedule as applicable, the Office of the 
Interconnection of the Demand Resource or ILR that it is placing under the 
direction of the Office of the Interconnection. 

 
2. A Party must agree to reserve, for interruption at the direction of the Office of the 

Interconnection, at least 10 interruptions per Planning Period. 
 
3. The Demand Resource or ILR must be available during the summer period of 

June through September in the corresponding Delivery Year to be certified, 
offered for sale or Self-Supplied in an auction, or included as a Demand Resource 
in an FRR Capacity Plan for the corresponding Delivery Year. 

 
4. A period of no more than 2 hours prior notification must apply to interruptible 

customers. 
 
5. The initiation of load interruption, 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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6. The initiation of load reduction upon the request of the Office of the 
Interconnection is considered an emergency action and must be implementable 
prior to a voltage reduction. 

 
 
7. A Party must agree to reserve interruptions of at least 6-hour duration.  As a 

minimum, such 6-hour duration for interruptions should be available on weekdays 
during the 8-hour daily peak window for the appropriate season.  There will be no 
credit given to Parties who choose to provide interruption less than 6 hours and/or 
exclusive of the above time period. 

 
8. An entity offering for sale, designating for self-supply, or including in any FRR 

Capacity Plan any Planned Demand Resource must demonstrate, in accordance 
with standards and procedures set forth in the PJM Manuals, 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.  Providers of Planned Demand Resources must provide a timeline 
including the milestones, which demonstrates to PJM’s satisfaction that the 
Planned Demand Resources will be available for the start of the Delivery Year, 15 
business days prior to a Base Residual Auction or Incremental Auction.  PJM may 
verify the Provider’s adherence to the timetable at any time. 

 
9. 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 of the Emergency Load 
Response program and thus available for dispatch during PJM-declared 
emergency events.  

 
B. The Unforced Capacity value of a Demand Resource and ILR will be determined as: 
 

the product of the Nominated Value of the Demand Resource, or the Nominated Value of 
the ILR, times the DR Factor, times the Forecast Pool Requirement.  Nominated Values 
shall be determined and reviewed in accordance with sections J and K, 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 and ILR.  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 and ILR, divided by the total Nominated Value of Demand Resources and ILR 
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 and ILR, the number of 
interruptions, and the total amount of load reduction. 
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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 
Resource 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 Demand Resource 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. Certified ILR resources shall receive the Final Zonal ILR Price.   
 
E. The Party, Electric Distributor, Demand Resource Provider, or ILR 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 sections C and D for a 
committed Demand Resource or certified ILR, notwithstanding that such provider is not 
the customer’s energy supplier.  

 
F. Any Party hereto shall demonstrate that its Demand Resources or ILR 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 L and 
the PJM Manuals.  In addition, committed Demand Resources and certified ILR 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. 

 
G. 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. 
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H. PJM recognizes three types of Demand Resource and ILR: 
 

Direct Load Control (DLC) – Load management that is initiated directly by the 
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.  Providers may rely on 
the results of load research studies identified in the PJM Manuals to set the per-
participant load reduction for DLC programs.  Each Provider relying on DLC load 
management must periodically update its DLC switch operability rates, in accordance 
with the PJM Manuals.  

 
Firm Service Level (FSL) – Load management achieved by a customer reducing its load 
to a pre-determined level (the Firm Service Level), upon notification from the Provider’s 
market operations center or its agent. 
 
Guaranteed Load Drop (GLD) – Load management achieved by a customer reducing its 
load by a pre-determined amount (the Guaranteed Load Drop), upon notification from the 
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. 
 
For each type of Demand Resource and ILR above, there can be two notification periods: 
 
Step 1 (Short Lead Time) – Demand Resource or ILR which must be fully implemented 
in one hour or less from the time the PJM dispatcher notifies the market operations center 
of a curtailment event. 
 
Step 2 (Long Lead Time) – Demand Resource or ILR which requires more than one hour 
but no more than two hours, from the time the PJM dispatcher notifies the market 
operations center of a curtailment event, to be fully implemented. 
 

I. Each Provider must satisfy (or contract with another LSE, Provider, or EDC 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 and ILR available, as requested 
by PJM; 

 
• Entry of customer-specific Demand Resource and ILR 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 or ILR event, as well as aggregated Provider load drop data for 
Provider-initiated events, in accordance with established reporting guidelines. 
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• Load drop estimates for all Demand Resource or ILR events, prepared in accordance with 

the PJM Manuals. 
 
J. The Nominated Value of each Demand Resource or ILR 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 determined by the 5CP methodology utilized to 
determine other ICAP obligation values.  The maximum Demand Resource or ILR load 
reduction value for a Firm Service Level customer will be equal to Peak Load 
Contribution – Firm Contract Level adjusted for system losses. 
 
The Nominated Value for a Guaranteed Load Drop customer will be the guaranteed load 
drop amount, adjusted for system losses, as established by the customer’s contract with 
the Provider. The maximum credit nominated shall not exceed the customer’s Peak Load 
Contribution. 
 
The Nominated Value for a 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 or ILR information (EDC account number, peak 
load, notification period, etc.) will be entered into the designated PJM electronic system 
to establish credit values.  Additional data may be required, as defined in sections K and 
L. 

 
K. Nominated Values shall be reviewed based on documentation of customer-specific data 

and Demand Resource or ILR 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 Provider on templates supplied by PJM, and must include the EDC 
meter number or other unique customer identifier, Peak Load Contribution (5CP), 
contract firm service level or guaranteed load drop values, applicable loss factor, 
zone/area location of the load drop, LSE contact information, 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, or certification of such resource 
as ILR.  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 Provider.  Load drop levels shall be estimated in 
accordance with guidelines in the PJM Manuals. 
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For Direct Load Control programs, the Provider must provide information detailing the 
number of active participants in each program. Other information on approved DLC 
programs will be provided by PJM. 

 
L.  Compliance is the process utilized to review Provider performance during PJM-initiated 

Demand Resource and ILR events. The process establishes potential under/over 
compliance values for the Provider.  Compliance is event based, i.e., compliance is 
verified only if an event occurs between June and September. 

 
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.  
Providers are responsible for the submittal of compliance information to PJM for each 
PJM-initiated event during the compliance period.  Compliance for Direct Load Control 
programs will consider only the transmission of the control signal.  Providers are required 
to report the time period (during the Demand Resource and ILR event) that the control 
signal was actually sent.  Compliance is checked on an individual customer basis for 
FSL, by comparing actual load during the event to the firm service level.  Providers must 
submit actual customer load levels (for the event period) for the compliance report.  
Compliance is checked on an individual customer basis for GLD, by comparing actual 
load dropped during the event to the nominated amount of load drop.  Providers must 
submit actual loads and comparison loads for the compliance hours.  Comparison loads 
must be developed from the guidelines in the PJM Manuals, and note which method was 
employed. 

 
Compliance is averaged over the full hours of a Demand Resource and ILR event, for 
each customer or DLC program.  Demand Resource or ILR customers 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 DLC programs to determine a net compliance position for the 
event for each Provider by Zone, for all Demand Resources committed and ILR Certified 
by such Provider in the zone.  Deficiencies shall be as further determined in accordance 
with section 11 of Schedule DD to the PJM Tariff. 

 
M. 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 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. 
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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, 
which 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.  
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. 

 
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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