
March 12, 2012

VIA ELECTRONIC FILING

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. ER11-3322-___ 

Dear Secretary Bose:

PJM Interconnection, L.L.C. (“PJM”) submits for filing, to comply with the 

Federal Energy Regulatory Commission’s (“Commission”) order issued in the captioned 

proceeding on February 24, 2012,1 the enclosed revisions to Schedule 1 of the Amended 

and Restated Operating Agreement of PJM Interconnection, L.L.C. (“Operating 

Agreement”), and to Attachment K-Appendix and Attachment DD-1 of the PJM Open 

Access Transmission Tariff (“PJM Tariff”). In accordance with the effective date 

established by the Commission’s orders in this proceeding, the enclosed tariff records 

reflect an effective date of November 7, 2011. 

1. Background

On April 7, 2011, PJM filed in this docket, pursuant to section 205 of the Federal 

Power Act (“FPA”),2 proposed changes to the PJM Tariff and other governing documents 

to clarify an ambiguity in the PJM market rules regarding the manner in which the 

performance of demand response (“DR”) capacity resources is measured during 

emergency dispatch and performance verification testing (“April 7 Filing”). PJM explained 

                                           
1 PJM Interconnection, L.L.C., 138 FERC ¶ 61,138 (2012) (“February 24 Order”).
2 16 U.S.C. § 824d.
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that the rules of its RPM3 capacity market allow generation and DR “to compete to meet 

the region’s installed capacity needs” for each delivery year,4 but PJM’s then-existing 

market rules were ambiguous with respect to measuring the performance of demand 

response capacity resources. 

The Commission initially accepted and suspended the proposed changes for five 

months, subject to refund and further order following a technical conference.5 By order 

issued on November 4, 2011, after review of the record of the technical conference, the 

Commission accepted PJM’s proposal to become effective on November 7, 2011, subject 

to certain conditions, and required PJM to submit a compliance filing to modify and clarify 

its proposal in certain respects.6

On January 5, 2012, PJM submitted revisions to the PJM Tariff and Operating 

Agreement, as well as other materials, to comply with the November 4 Order (“January 5 

Compliance Filing”). The February 24 Order accepted PJM’s compliance filing, 

conditioned on PJM making limited further changes in its tariff and other revisions within 

15 days from the date of the order. Specifically, the Commission directed PJM to:

 Revise the PJM Tariff to define clearly the demand response capacity 

resources that may be deemed “not viable” for purposes of the 

Transition Provision PJM submitted in response to the November 4 

Order;7

                                           
3 RPM is PJM’s Reliability Pricing Model, the mechanism through which PJM 

procures forward capacity commitments to assure reliable service to loads in the 
PJM Region.

4 See EnerNOC, Inc., 134 FERC ¶ 61,158, at P 2 (2011).
5 PJM Interconnection, L.L.C., 135 FERC ¶ 61,212 (2011).
6 PJM Interconnection, L.L.C., 137 FERC ¶ 61,108 (2011) (“November 4 Order”).
7 See February 24 Order at P 47. In accordance with the November 4 Order, the 

Transition Provision applies to “Transition Delivery Years,” i.e., RPM delivery 
years 2012/2013, 2013/2014, and 2014/2015. The Transition Provision is found in 
Section 5.14A of Attachment DD to the PJM Tariff.
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 Explain further, or propose an alternative methodology to substitute 

for, the terms of the Transition Provision under which an eligible 

demand response provider would qualify for the Alternative DR 

Transition Credit only to the extent that its unavoidable contractual 

obligations would exceed the capacity resource payments to which it 

was entitled for the DR capacity resource it cleared in the RPM Base 

Residual Auction for a Transition Delivery Year;8 and 

 Modify its prior compliance submission to remove language that 

describes each permissible option for estimating comparison loads for 

DR resources that utilize the Guaranteed Load Drop measurement 

methodology, and to include instead only identification of the options 

and references to the PJM manual where the options are described.9

2. Description of Compliance Material and Revisions

A. Clarifying “Not Viable” Under the Transition Provision.

In the November 4 Order, the Commission conditioned its acceptance of the April 

7 Filing “on PJM submitting [a revised] interim mitigation measure [for] the 2012-13 

delivery year through the 2014-15 delivery year, . . . the last delivery year for which a base 

residual capacity auction has been held.”10 The Commission stated that PJM’s transitional 

measure should “protect[] the reasonable reliance expectations of DR suppliers through 

the 2014-2015 delivery year.”11

To comply with this requirement, PJM presented the Transition Provision in its 

January 5 Compliance Filing. The Transition Provision provides that any curtailment 

service provider (“CSP”) that has cleared DR capacity resources in the RPM Base 

Residual Auction (“BRA”) for any of the transition years and which “concludes that its 

cleared Demand Resource for a Transition Delivery Year is not viable under the revised 

                                           
8 Id. at P 49.
9 Id. at P 67.
10 November 4 Order at P 81. 
11 Id.
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Reporting and Compliance provisions of the Emergency Load Response Program” 

approved in this proceeding, may qualify for make-whole payments from PJM to alleviate 

losses that may arise from PJM’s clarification of the applicable performance criterion.12

In the February 24 Order, the Commission accepted the Transition Provision, but 

directed PJM to clarify what capacity commitments may be deemed “not viable” for 

purposes of the transitional mechanism.13 Accordingly, PJM here proposes to add to 

paragraph B of the Transition Provision a sentence describing such unviable commitments. 

The new language states that a DR capacity resource cleared in a BRA for a Transition 

Delivery Year may be considered “not viable” “to the extent that it relies upon load 

reduction by any end-use customer for which the applicable Qualified DR Provider 

anticipated, when it offered the Demand Resource, measuring load reduction at loads in 

excess of such customer’s peak load contribution during Emergency Load Response 

dispatch events or tests.” 

The Commission correctly perceived in the February 24 Order that PJM intended 

the reference to previously cleared commitments that are “not viable” under the new PLC 

performance criterion to refer to commitments premised on “the assumption that the CSP 

could count load reductions in excess of the customers’ PLCs during emergency events.”14

PJM’s proposed addition to paragraph B of the Transition Provision in this filing expressly 

incorporates this premise and thus provides the clarification required by paragraph 47 of 

the February 24 Order. 

                                           
12 PJM Tariff, Attachment DD, Section 5.14A, paragraph B.
13 The order refers to clarifying “the definition of ‘unviable capacity,’” though that 

term is not actually used in the Transition Provision. PJM understands the 
Commission’s directive to relate to the portion of the provision that refers to 
Demand Resources (capacity commitments) that are “not viable.” 

14 February 24 Order at P 47 (footnote omitted). 
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B. Determining the Amount of Alternative DR Transition Credits.

PJM’s Transition Provision includes two potential avenues for make-whole 

payments to CSPs to offset losses on DR capacity commitments that may be adversely 

affected by implementation of the PLC performance metric in the Transition Delivery 

Years.15 First, if a CSP purchases capacity in a RPM Incremental Auction to replace a 

previously cleared BRA commitment at a price higher than the price at which its DR 

capacity bid cleared in the BRA, PJM will reimburse the CSP for the difference. The 

February 24 Order accepted this provision without conditions. 

The Transition Provision’s second compensation mechanism may apply in the 

event a CSP demonstrates that, prior to April 7, 2011 (the date of PJM’s original filing in 

this proceeding), it entered into contractual obligations requiring payments to end-use 

customers during the Transition Delivery Years which the purchase of replacement 

capacity in the Incremental Auctions will not mitigate. As presented in the January 5 

Compliance Filing, this element of the provision stated that a CSP will be entitled to an 

“Alternative DR Transition Credit” to the extent that its unavoidable contractual 

obligations exceed the sum of the CSP’s BRA revenue for its cleared resource and any 

gains the CSP realizes by purchasing replacement capacity in Incremental Auctions.

Paragraph 49 of the February 24 Order questioned whether the BRA price is an 

appropriate threshold for determining the amount of the alternative credit for a CSP that 

has incurred unavoidable contractual obligations for the transition period. Therefore, the

Commission directed PJM either to “further explain why it is reasonable for it to condition 

payment for such unavoidable losses on the loss exceeding the BRA price or provide an 

alternative methodology to account for unavoidable losses resulting from contracts signed 

prior to April 7, 2011.”16  

After further consideration of its methodology for determining the amount of any 

Alternative DR Transition Credits, PJM has concluded that the Transition Provision’s 

                                           
15 Both compensation mechanisms require timely notice to PJM that a CSP’s 

previously cleared capacity commitment is not viable under the new performance 
measurement criterion.

16 February 24 Order at P 49.
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description of this credit requires clarification. The credit calculation should include the 

net result (gain or loss) of a CSP’s Incremental Auction purchases of capacity to replace 

its previously cleared, non-viable DR resource, relative to the BRA revenues the CSP 

receives for the same resource, and any gains the CSP realizes on other Incremental 

Auction purchases with which it replaces other DR resources that it cleared in the same 

BRA. Accordingly, to clarify these elements of the credit calculation, PJM here proposes 

to modify the description of the Alternative DR Transition Credit in paragraph C.2. of the 

Transition Provision. 

As revised, paragraph C.2.a. will state clearly that the unavoidable contractual 

obligations for which a CSP may be eligible for an Alternative DR Transition Credit must 

be associated with the DR resource that the CSP designated as “not viable” in its notice to 

PJM pursuant to paragraph B of the Transition Provision. This addition helps to clarify the 

elements of the Alternative DR Transition Credit as described in later subparagraphs. 

Revisions to paragraph C.2.c., taken together, clarify that a CSP which demonstrates 

unavoidable contractual obligations for a Transition Delivery Year will be eligible for an 

Alternative DR Transition Credit equal to its aggregate, unavoidable obligations, less any 

net gain, or plus any net loss, that it realizes on any purchases of capacity in Incremental 

Auctions for the same delivery year to replace the DR resource that the CSP designated as 

not viable,17 less any gains the CSP realizes by purchasing capacity in Incremental 

Auctions to replace other DR resources previously cleared in the BRA for the same 

Transition Delivery Year.18 The changes presented here will ensure that the Alternative 

DR Transition Credit will offset fully any losses CSPs might incur because of any 

                                           
17 Subparagraph C.2.c.(i) of Section 5.14A of Attachment DD describes this net gain 

or loss with respect to replacement of the non-viable DR resource. 
18 Subparagraph C.2.c.(ii) of Section 5.14A of Attachment DD states that monetary 

gains on Incremental Auction purchases that replace DR resources other than the 
CSP’s designated non-viable resource will be included in the threshold amount 
above which the CSP may receive an Alternative DR Transition Credit. 
Subparagraph C.2.c.(iii) defines such monetary gains as equal to any positive 
difference between the BRA price the CSP received for its other previously cleared 
DR resources and the Incremental Auction price at which the CSP purchased 
capacity to replace such other resources. 
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contractual obligations that they may have with respect to any non-viable DR resources 

they cleared for the transition years prior to PJM’s proposal to clarify its DR capacity 

performance metric. 

PJM’s review of the Transition Provision following the February 24 Order also 

revealed the need for two other, minor corrections which PJM has included in this 

submission. First, PJM proposes to change paragraph B.2 of Section 5.14A to provide 

that all DR Capacity Transition Credits will be paid to CSPs weekly, rather than monthly, 

as originally stated. The Locational Reliability Charge, in which the charges to load 

associated with such credits are included,19 is billed and collected on a weekly basis, not 

monthly.20 Accordingly, to avoid a mismatch in PJMSettlement’s collections and payments 

of these charges and credits, PJM seeks to modify paragraph B.2 of Section 5.14A to state 

that all DR Capacity Transition Credits will be paid weekly.21

Second, PJM proposes to insert a missing article “the” in the second sentence of 

paragraph D of Section 5.14A.

Though the February 24 Order did not require these two ministerial corrections, 

PJM submits that accepting them in this compliance filing will conserve the Commission’s 

resources and will be administratively efficient for both the Commission and PJM, with no 

prejudice to any party or other stakeholder. PJM therefore requests that the Commission 

accept these corrections in its order on this submission. Should the Commission deem it 

necessary, PJM hereby requests a waiver of Section 154.203(b) of the Commission’s 

regulations22 to permit the acceptance of the described corrections in the Commission’s 

order addressing the instant filing.

                                           
19 See PJM Tariff, Attachment DD, Section 5.14A, paragraph B.3.
20 See id. Sections 7.1, 7.1A; PJM Manual 29: Billing, Sections 3.1.1-3.1.2 (Rev 23, 

Effective Jan. 1, 2012) (available at www.pjm.com/documents/manuals.aspx).
21 By operation of paragraph D of the Transition Provision, the change to weekly 

payments also will apply to Alternative DR Transition Credits. PJMSettlement is 
PJM Settlement, Inc., a subsidiary of PJM which administers all PJM member 
settlement activities. See PJM Interconnection, L.L.C., 133 FERC ¶ 61,278 
(2010).

22 18 C.F.R. § 154.203(b).
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C. List of Comparison Load Baselines.

The November 4 Order directed PJM to include in its tariff a list of the options for 

estimating comparison loads for Guaranteed Load Drop customers and a reference to the 

descriptions of those methods in the PJM Manuals. In its January 5 Compliance Filing, 

PJM added a list of the permissible methodologies for determining comparison loads, 

along with a brief description of each, as well as identification of the PJM Manual where 

more detailed descriptions of the methodologies are found. 

The February 24 Order determined that the descriptions of the comparison load 

options exceeded the scope of the requirements of the November 4 Order. Therefore, the 

Commission directed PJM to remove the descriptions, leaving only the list of the available 

options and identification of the manual where the options are defined in detail.23 The 

enclosed revisions include the required changes to the Reporting and Compliance section 

of Attachment K-Appendix to the Tariff and to the parallel provisions of Schedule 1 to the 

Operating Agreement.

                                           
23 February 24 Order at P 67. 
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3. 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) 393-7756
glazec@pjm.com

Barry S. Spector
Michael J. Thompson
Wright & Talisman, P.C.
1200 G Street, N.W., Suite 600
Washington, D.C. 20005
(202) 393-1200
spector@wrightlaw.com
thompson@wrightlaw.com

4. Documents Enclosed

PJM encloses with this transmittal letter electronic versions of the described 

changes to the PJM Tariff and Operating Agreement in marked and clean forms, in 

Attachment A and Attachment B, respectively. Multiple versions of some records are 

enclosed, reflecting revisions to those sections made in other dockets during the course of 

this proceeding. Proposed language in the affected sections that remains pending before 

the Commission is indicated in italics in the enclosed records. 
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5. 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,24 PJM will post a copy of this filing to the 

FERC filings section of its internet site, located at the following link:  

http://www.pjm.com/documents/ferc-manuals/ferc-filings.aspx  with a specific link to the 

newly-filed document, and will send an e-mail on the same date as this filing to all PJM 

Members and all state utility regulatory commissions in the PJM Region25 alerting them 

that this filing has been made by PJM and is available by following such link.  PJM also 

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

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

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

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

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

regulations and Order No. 714.

                                           
24 See 18 C.F.R. §§ 35.2(e) and 385.2010(f)(3).
25 PJM maintains, updates, and regularly uses e-mail lists for all PJM members and 

affected state commissions.
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6. Conclusion

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

and Operating Agreement, without condition, to be effective on November 7, 2011, in 

accordance with the Commission’s prior orders in this proceeding. 

Respectfully submitted,

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

Barry S. Spector
Michael J. Thompson
Wright & Talisman, P.C.
1200 G Street, N.W., Suite 600
Washington, D.C. 20005
(202) 393-1200
spector@wrightlaw.com
thompson@wrightlaw.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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PJM EMERGENCY LOAD RESPONSE PROGRAM 

 

 

Emergency Load Response Program  

 

The Emergency Load Response Program is designed to provide a method by which end-

use customers may be compensated by PJM for reducing load during an emergency 

event.  As used in the Emergency Load Response Program, the term “end-use customer” 

refers to an individual location or aggregation of locations that consume electricity as 

identified by a unique electric distribution company account number.  There are two 

options for participation in the Emergency Load Response Program: 

 

 Full Program Option 

 

Participants in the Full Program Option receive, pursuant to Attachment DD of 

the Tariff and as applicable, (i) an energy payment for load reductions during an 

emergency event, and (ii) a capacity payment for load reductions during an 

emergency event measured as set forth in the Reporting and Compliance 

provisions below. 

 

 Energy Only Option 

 

Participants in the Energy Only Option receive only an energy payment for load 

reductions during an emergency event. 

 

Participant Qualifications 

 

Two primary types of distributed resources are candidates to participate in either of the 

two options provided by the Emergency Load Response Program:  

 

On-Site Generators 

 

These generators (including Behind The Meter Generation) can be either 

synchronized or non-synchronized to the grid.  Capacity Resources are not 

eligible for compensation under this program.  Injections into the grid by 

local generators also will not be eligible for compensation under this 

program.  

 

Load Reductions 

 

A participant that has the ability to reduce a measurable and verifiable 

portion of its load, as metered on an EDC account basis. 

 

PJM membership is required to participate in either of the two options provided by the 

Emergency Load Response Program. Members or Special Members may participate in 

the Emergency Load Response Program by complying with all of the requirements of the 



 

Page 2 

applicable Relevant Electric Retail Regulatory Authority and all other applicable federal, 

state and local regulatory entities together with the Emergency Load Response provisions 

herein, including, but not limited to, the Registration section. Special membership 

provisions have been established for program participants in the Energy Only Option, as 

described below.  The special membership provisions shall not apply to program 

participants in the Full Program Option.  Any existing PJM Member may act as a third 

party for non-members, in which case the third party will be referred to as the 

Curtailment Service Provider (CSP). All payments are made to the PJM Member. 

Participants must become signatories to the PJM Operating Agreement, as described in 

the PJM Manual for Administrative Services for the Operating Agreement of the PJM 

Interconnection, L.L.C. However, for special members the $5,000 annual membership 

fee, the $1,500 application fee, and liability for Member defaults are waived, along with 

the following other modifications: 

 

Special Members are limited to be PJM market sellers; 

Voting privileges and sector designation are waived; 

Thirty day notice for waiting period is waived; 

Requirement for 24/7 control center coverage is waived; 

No PJM-supported user group capability is permitted. 

 

To participate in either of the two options provided by the Emergency Load Response 

Program, the distributed resource must: 

 

Be capable of reducing at least 100 kW of load 

Be capable of receiving PJM notification to participate during emergency 

conditions. 

 

Metering Requirements 

 

The Curtailment Service Provider is responsible to ensure that the Emergency Load 

Response Program Participants have metering equipment that provides integrated hourly 

kWh values on an electric distribution company account basis.  The metering equipment 

shall either meet the electric distribution company requirements for accuracy or have a 

maximum error of two percent over the full range of the metering equipment (including 

Potential Transformers and Current Transformers) and the metering equipment and 

associated data shall meet the requirements set forth herein and in the PJM Manuals.  The 

Emergency Load Response Participant must meter reductions in demand by using either 

of the following two methods: 

 

 a) Using metering equipment that is capable of recording integrated hourly 

values for generation running to serve local load (net of that used by the generator); or 

 

 b) Using metering equipment that provides actual load change by measuring 

actual load before and after the reduction request, such that there is a valid integrated 

hourly value for the hour prior to the event and each hour during the event. This value 
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cannot be estimated nor can it be averaged over some historical period.  This load will be 

metered on an electric distribution company account basis. 

 

Metered load reductions will be adjusted up to consider transmission and distribution 

losses as submitted by the Curtailment Service Provider and verified by PJM with the 

electric distribution company.  

 

The installed metering equipment must be one of the following: 

 

 a) Metering equipment used for retail electric service;  

 

 b) Customer-owned metering equipment or metering equipment acquired by 

the Curtailment Service Provider, approved by PJM, that is read electronically by PJM, in 

accordance with the requirements herein and in the PJM Manuals; or 

 

 c) Customer-owned metering equipment or metering equipment acquired by 

the Curtailment Service Provider, approved by PJM, that is read by the customer (or the 

Curtailment Service Provider), and such readings are then forwarded to PJM, in 

accordance with the requirements set forth herein and in the PJM Manuals. 

 

Nothing herein changes the existence of one recognized meter by the state commissions 

as the official billing meter for recording consumption. 

 

Registration 

 

1. Participants must complete the PJM Emergency Load Response Program Registration 

Form (“Emergency Registration Form”) that is posted on the PJM website 

(www.pjm.com)for each end-use customer, or aggregation of end-use customers, 

pursuant to the requirements set forth in the PJM Manuals. Because of the required 

electric distribution company and Load Serving Entity ten business day review period, as 

described herein, Participants should submit completed PJM Emergency Load Response 

Program Registration Forms to the Office of the Interconnection no later than eleven 

business days prior to the applicable Load Management registration deadline as 

established by the Office of the Interconnection, given that the electric distribution 

company and load serving entity must comply with a ten business day review period. To 

the extent that a completed PJM Emergency Load Response Program Registration Form 

is submitted to the Office of the Interconnection with ten or fewer business days 

remaining prior to the applicable Load Management registration deadline as established 

by the Office of the Interconnection, then the registration will be rejected by the Office of 

the Interconnection unless the electric distribution company or Load Serving Entity has 

verified the registration prior to the registration deadline. Incomplete PJM Emergency 

Load Response Program Registration Forms will be rejected by the Office of the 

Interconnection.  The following general steps will be followed: 

 

2. For end-use customers of an electric distribution company that distributed more than 4 

million MWh in the previous fiscal year: 
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 a. The participant completes the Emergency Registration Form located on 

the PJM website.  PJM reviews the application and ensures that the qualifications are 

met, including verifying that the appropriate metering exists. After confirming that an 

entity has met all of the qualifications to be an Emergency Load Response Participant, 

PJM shall notify the appropriate Load Serving Entity and electric distribution company of 

an Emergency Load Response Participant's registration and request verification as to 

whether the load that may be reduced is under other contractual obligations or subject to 

laws or regulations of the Relevant Electric Retail Regulatory Authority that prohibit or 

condition the end-use customer‟s participation in PJM‟s Emergency Load Response 

Program pursuant to the process described below. The electric distribution company and 

Load Serving Entity have ten business days to respond. Other such contractual 

obligations may not preclude participation in the program, but may require special 

consideration by PJM such that appropriate settlements are made within the confines of 

such existing contracts.  An electric distribution company or Load Serving Entity which 

seeks to assert that the laws or regulations of the Relevant Electric Retail Regulatory 

Authority prohibit or condition (which condition the electric distribution company or 

Load Serving Entity asserts has not been satisfied) an end-use customer‟s participation in 

PJM‟s Emergency Load Response Program shall provide to PJM, within the referenced 

ten business day review period, either:  (a) an order, resolution or ordinance of the 

Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use 

customer's participation, (b) an opinion of the Relevant Electric Retail Regulatory 

Authority‟s legal counsel attesting to the existence of a regulation or law prohibiting or 

conditioning the end-use customer's participation, or (c) an opinion of the state Attorney 

General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 

existence of a regulation or law prohibiting or conditioning the end-use customer's 

participation.   

 

i. If evidence provided by an electric distribution company or Load 

Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation 

prohibits or conditions (which condition the electric distribution 

company or Load Serving Entity asserts has not been satisfied) the 

end-use customer's participation and is received by the Office of 

the Interconnection on or after the Interruptible Load for 

Reliability registration deadline established by the Office of the 

Interconnection for the next applicable Delivery Year, then the 

existing Emergency Load Response Participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability 

Assurance Agreement) will remain in effect for the applicable 

Delivery Year.  If evidence provided by an electric distribution 

company or Load Serving Entity to the Office of the 

Interconnection indicates that a Relevant Electric Retail 

Regulatory Authority law or regulation prohibits or conditions 

(which condition the electric distribution company or Load Serving 

Entity asserts has not been satisfied) the end-use customer's 
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participation and is received by the Office of the Interconnection 

before the Interruptible Load for Reliability registration deadline 

established by the Office of the Interconnection for the applicable 

Delivery Year, then the existing Emergency Load Response 

participant's registration for Interruptible Load for Reliability (as 

defined in the Reliability Assurance Agreement) participation shall 

be deemed to be terminated for the applicable Delivery Year.   

 

ii. If evidence provided by an electric distribution company or Load 

Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation 

prohibits or conditions (which condition the electric distribution 

company or Load Serving Entity asserts has not been satisfied) the 

end-use customer‟s participation and is received by the Office of 

the Interconnection on or after June 1 of the applicable Delivery 

Year, then the existing end-use customer‟s registration for Demand 

Resource (as defined in the Reliability Assurance Agreement) will 

remain in effect for the applicable Delivery Year.  If evidence 

provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or 

Load Serving Entity asserts has not been satisfied) the end-use 

customer‟s participation and is received by the Office of the 

Interconnection before June 1 of the applicable Delivery Year and 

the Curtailment Service Provider does not provide supporting 

documentation to the Office of the Interconnection before June 1 

of the applicable Delivery Year demonstrating that the Curtailment 

Service Provider had an executed contract with the end-use 

customer for Demand Resource participation before the date the 

Demand Resource cleared the applicable Reliability Pricing Model 

Auction, and that the date that the Demand Resource cleared the 

applicable Reliability Pricing Model Auction was prior to the 

effective date of the Relevant Electric Retail Regulatory Authority 

law or regulation prohibiting or conditioning the end-use 

customer‟s participation, then, unless the below exception applies, 

the existing end-use customer‟s registration for Demand Resource 

participation shall be deemed to be terminated for the applicable 

Delivery Year, and the Curtailment Service Provider will be 

subject to the Reliability Pricing Model provisions, as specified in 

Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment 
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Service Providers‟ Demand Resource obligations that were cleared 

in the Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or 

Load Serving Entity within the referenced ten business day review period, the Office of 

the Interconnection shall assume that the load to be reduced is not subject to other 

contractual obligations or to laws or regulations of the Relevant Electric Retail 

Regulatory Authority that prohibit or condition the end-use customer‟s participation in 

PJM‟s Emergency Load Response Program, and the Office of the Interconnection shall 

accept the registration, provided it meets all other Emergency Load Response Program 

requirements. 

 

 c. For those registrations terminated pursuant to this section, all Emergency 

Load Response Participant activity incurred prior to the termination date of the 

registration shall be settled by PJM in accordance with the terms and conditions 

contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 

3. For end-use customers of an electric distribution company that distributed 4 million 

MWh or less in the previous fiscal year: 

 

 a. The Participant completes the Emergency Registration Form located on 

the PJM website. PJM reviews the application and ensures that the qualifications are met, 

including verifying that the appropriate metering exists. After confirming that an entity 

has met all of the qualifications to be an Emergency Load Response Participant, PJM 

shall notify the appropriate Load Serving Entity and electric distribution company of an 

Emergency Load Response Participant‟s registration and request verification as to 

whether the load that may be reduced is under other contractual obligations and is 

permitted to participate by the Relevant Electric Retail Regulatory Authority pursuant to 

the process described below. The electric distribution company and Load Serving Entity 

have ten business days to respond. Other such contractual obligations may not preclude 

participation in the program, but may require special consideration by PJM such that 

appropriate settlements are made within the confines of such existing contracts.  If the 

electric distribution company or Load Serving Entity verifies that the load that may be 

reduced is permitted or conditionally permitted (which condition the electric distribution 

company or Load Serving Entity asserts has been satisfied) to participate in the 

Emergency Load Response Program, then the electric distribution company or Load 

Serving Entity must provide to the Office of the Interconnection within the referenced ten 

business day review period either:  (a) an order, resolution or ordinance of the Relevant 

Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 

customer‟s participation, (b) an opinion of the Relevant Electric Retail Regulatory 

Authority‟s legal counsel attesting to the existence of a regulation or law permitting or 

conditionally permitting the end-use customer‟s participation, or (c) an opinion of the 

state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 

attesting to the existence of a regulation or law permitting or conditionally permitting the 

end-use customer‟s participation. 
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i. If the electric distribution company or Load Serving Entity denies 

the Interruptible Load for Reliability (as defined in the Reliability 

Assurance Agreement) registration before the Interruptible Load 

for Reliability registration deadline as established by the Office of 

the Interconnection for the applicable Delivery Year because the 

electric distribution company or Load Serving Entity asserts that 

the Relevant Electric Retail Regulatory Authority has not granted 

permission or conditional permission for the end-use customer‟s 

participation or the electric distribution company or Load Serving 

Entity asserts that the end-use customer has not satisfied 

conditional permission requirements, then the existing Emergency 

Load Response Participant‟s registration for Interruptible Load for 

Reliability participation shall be deemed to be terminated for the 

applicable Delivery Year.  If it is able to do so in compliance with 

all Emergency Load Response Program requirements, including 

the registration requirements, the participant may submit a new 

registration to the Office of the Interconnection for consideration if 

a prior registration has been rejected pursuant to the terms of the 

Emergency Load Response Program provisions. 

 

ii. If the electric distribution company or Load Serving Entity denies 

the end-use customer‟s Demand Resource (as defined in the 

Reliability Assurance Agreement) registration before June 1 of the 

applicable Delivery Year and the Curtailment Service Provider 

does not provide the above referenced Relevant Electric Retail 

Regulatory Authority evidence  to the Office of the 

Interconnection before June 1 of the applicable Delivery Year 

demonstrating that the Curtailment Service Provider had Relevant 

Electric Retail Regulatory Authority permission or conditional 

permission (which condition the electric distribution company or 

Load Serving Entity asserts has been satisfied) for the end-use 

customer‟s participation and an executed contract with the end-use 

customer Demand Resource before the date the Demand Resource 

cleared the applicable Reliability Pricing Model Auction  then, 

unless the below exception applies, the existing end-use 

customer‟s registration for Demand Resource registration for 

Demand Resource participation shall be deemed to be terminated 

for the applicable Delivery Year and the Curtailment Service 

Provider will be subject to the Reliability Pricing Model 

provisions, as specified in Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment 

Service Providers‟ Demand Resource obligations that were cleared 

in the Reliability Pricing Model Auctions prior to August 28, 2009. 
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 b. In the absence of a response from the electric distribution company or 

Load Serving Entity within the referenced ten business day review period, the Office of 

the Interconnection shall reject the registration.  If it is able to do so in compliance with 

all of the Emergency Load Response Program requirements, including the registration 

section, the Emergency Load Response Participant may submit a new registration to the 

Office of the Interconnection for consideration if a prior registration has been rejected 

pursuant to the terms of the Emergency Load Response Program provisions. 

 

 c. For those registrations terminated pursuant to this section, all Emergency 

Load Response participant activity incurred prior to the termination date of the 

registration shall be settled by PJMSettlement in accordance with the terms and 

conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 

4.  PJM informs the requesting participant of acceptance into the program and notifies the 

appropriate Load Serving Entity and electric distribution company of the requesting 

participant‟s acceptance into the program, or notifies the requesting participant and 

appropriate Load Serving Entity and electric distribution company of PJM‟s rejection of 

the requesting participant‟s registration. 

 

5.  Any end-use customer intending to run distributed generating units in support of local 

load for the purpose of participating in this program must represent in writing to PJM that 

it holds all applicable environmental and use permits for running those generators.  

Continuing participation in this program will be deemed as a continuing representation by 

the owner that each time its distributed generating unit is run in accordance with this 

program, it is being run in compliance with all applicable permits, including any 

emissions, run-time limit or other constraint on plant operations that may be imposed by 

such permits. 

 

Emergency Load Response Registrations in Effect as of August 28, 2009 

 

All existing Emergency Load Response Participants‟ registrations submitted to PJM prior 

to August 28, 2009 (the effective date of Wholesale Competition in Regions with 

Organized Electric Markets, Order 719-A, 128 FERC ¶ 61,059 (2009) (“Order 719-A”)) 

for Load Management participation in the 2009/2010 Delivery Year will remain effective 

for that Delivery Year. 

 

Emergency Operations 

 

PJM will initiate the request for load reduction following the declaration of Maximum 

Emergency Generation and prior to the implementation of Load Management Steps 1 and 

2. (Implementation of the Emergency Load Response Program can be used for regional 

emergencies.) It is implemented whenever generation is needed that is greater than the 

highest economic incremental cost.  PJM posts the request for load reduction on the PJM 

website, on the Emergency Conditions page, and on eData, and issues a burst email to the 

Emergency Load Response majordomo.  A separate All-Call message is also issued.  
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Following PJM‟s request to reduce load, (i) participants in the Energy Only Option 

voluntarily may reduce load; and (ii) participants in the Full Program Option are required 

to reduce load unless they already have reduced load pursuant to the Economic Load 

Response Program.  PJM will dispatch the resources of all Emergency Load Response 

Program participants (not already dispatched under the Economic Load Response 

Program) based on the Minimum Dispatch Prices specified in the participants‟ 

Emergency Registration Forms. 

 

The Minimum Dispatch Price of a Full Program Option participant that reduces load may 

set the real time Locational Marginal Price (“LMP”) provided that the participant‟s load 

reductions are needed to meet demand in the PJM Region.  The Minimum Dispatch Price 

of an Energy Only Option participant that reduces load may set the real time LMP 

provided that such participant‟s load reductions are needed to meet demand in the PJM 

Regions and the Energy Only Option participant‟s resource satisfies PJM‟s telemetry 

requirements. 

 

Operational procedures are described in detail in the PJM Manual for Emergency 

Operations. 
 

Verification 

 

PJM requires that the load reduction meter data be submitted to PJM within 60 days of 

the event. If the data are not received within 60 days, no payment for participation is 

provided. Meter data must be provided for all hours during the day of the Load 

Management event or the Load Management performance test, and for all hours during 

any other days as required by the Office of the Interconnection to calculate the load 

reduction.  These data files are to be communicated to PJM either via the Load Response 

Program web site or email. Files that are emailed must be in the PJM-approved file 

format. Meter data will be forwarded to the EDC and LSE upon receipt, and these parties 

will then have ten (10) business days to provide feedback to PJM.   

 

Market Settlements 

 

Payment for reducing load is based on the actual kWh relief provided plus the adjustment 

for losses, subject to the Reporting and Compliance provisions below. The minimum 

duration of a load reduction request is two hours. The magnitude of capacity relief 

provided by Full Program Option participants shall be the amount determined in 

accordance with the Reporting and Compliance provisions below. The magnitude of 

relief provided by Energy Only Option participants, and the magnitude of energy relief 

provided by Full Program Option participants, may be less than, equal to, or greater than 

the kW amount declared on the Emergency Registration Form.  Compensation will be 

provided for reductions in energy consumption during emergency events by Full Program 

Option participants and Energy Only Option participants regardless of whether the 

participant‟s load during the event exceeds its peak load contribution for the applicable 

Delivery Year.   
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PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. 

Payment will be equal to the measured reduction (either measured output of backup 

generation or the difference between the measured load the hour before the reduction and 

each hour during the reduction) adjusted for losses times the applicable LMP.  If, 

however, the sum of the hourly energy payments to a participant dispatched by PJM for 

actual, achieved reductions is not greater than or equal to the offer value (i.e. Minimum 

Dispatch Price, minimum down time and shut down costs) then the participant will be 

made whole up to the offer value for its actual, achieved reductions. 

 

Full Program Option participants that fail to provide a load reduction (as measured as set 

forth in the Reporting and Compliance provisions below) when dispatched by PJM shall 

be assessed penalties and/or charges as specified in Attachment DD of the PJM Tariff and 

the Reliability Assurance Agreement, as applicable. 

 

During emergency conditions, costs for emergency purchases in excess of LMP are 

allocated among PJM Market Buyers in proportion to their increase in net purchases from 

the PJM energy market during the hour in the real time market compared to the day-

ahead market. Consistent with this pricing methodology, all charges under this program 

are allocated to purchasers of energy, in proportion to their increase in net purchases from 

the PJM energy market during the hour from day-ahead to real time.   

 

Program charges and credits will appear on the PJM Members monthly bill, as described 

in the PJM Manual for Operating Agreement Accounting and the PJM Manual for 

Billing. 
 

Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back 

for the purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for 

Load Management resources registered as Emergency Load Response Full Program 

Option or Capacity Only resources which occur from June 1 through September 30, will 

be added back for the purpose of calculating peak load for capacity for the following 

Delivery Year, as set forth in the PJM Manuals and consistent with the load response 

recognized for capacity compliance as set forth in the Reporting and Compliance 

provisions below.  Capacity Only resources are Full Program Option resources that do 

not receive an energy payment for load reductions during an emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load 

Response Full Program Option or Capacity Only resources used to determine Load 

Management event and test capacity compliance for Firm Service Level and Guaranteed 

Load Drop end-use customers shall be equal to the load reduction provided to the electric 

distribution company as follows and in accordance with the PJM Manuals:  
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i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load 

used to best represent what the load would have been if PJM did not declare a 

Load Management event or the CSP did not initiate a test as outlined in the PJM 

Manuals, minus the metered load (“Load”) and then multiplied by the loss factor 

(“LF”) or (b) the current Delivery Year peak load contribution (“PLC”) minus the 

metered load multiplied by the loss factor (“LF”).  A load reduction will only be 

recognized for capacity compliance if the metered load multiplied by the loss 

factor is less than the current Delivery Year peak load contribution.  The 

calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-

use customers include the following: 

 

 Comparable Day:  A single weekday that is comparable to the 

event or test day and accurately represents what the customer‟s 

load would have been absent the event or test. 

 Same Day:  The customer„s average hourly integrated consumption 

during specified hours on the same day as an emergency or test 

event.  

 Customer Baseline:  The estimated baseline used to calculate load 

reductions for end-use customers registered with PJM as economic 

demand resources.  

 Regression Analysis:  An estimate, based on a regression analysis 

of the customer‟s actual loads versus weather, of what the 

customer‟s load would have been, had PJM not declared an 

emergency or test.  

 Generation:  The hourly integrated output from a generator used to 

reduce the customer‟s consumption of energy from PJM during an 

emergency or test event if the generator would not have otherwise 

been used on the event or test day.  

Each of these methodologies is described in greater detail in Manual M-19, PJM 

Manual for Load Forecasting and Analysis, at Attachment A: Load Drop 

Estimate Guidelines.  

 

ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss 

factor (“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as 

Emergency Load Response Full Program Option, as determined in accordance with these 
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Reporting and Compliance provisions, shall not affect energy payments to such resources 

for load reductions during an emergency event, as provided in the Market Settlements 

provisions above and Attachment DD of the Tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website. 

 

PJM will post on its website a report of demand response activity, and will provide a 

summary thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving 

Entities pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will 

post on its website a list of those Relevant Electric Retail Regulatory Authorities that the 

electric distribution companies or Load Serving Entities assert prohibit or condition retail 

participation in PJM‟s Emergency Load Response Program together with a corresponding 

reference to the Relevant Electric Retail Regulatory Authority evidence that is provided 

to PJM by the electric distribution companies or Load Serving Entities. 

 

Non-hourly metered Customer Pilot 

 

Non-hourly metered customers may participate in the Emergency Load Response 

Program on a pilot basis under the following circumstances.  The customer or its 

Curtailment Service Provider or Load Serving Entity must propose an alternate method 

for measuring hourly demand reductions.  The Office of the Interconnection shall 

approve alternate measurement mechanisms on a case-by-case basis for a time period 

specified by the Office of the Interconnection (“Pilot Period”).  In the event an alternative 

measurement mechanism is approved, the Office of the Interconnection shall notify the 

affected Load Serving Entity(ies) that a proposed alternate measurement mechanism has 

been approved for a Pilot Period. 

 

Demand reductions by non-hourly metered customers using alternate measurement 

mechanisms on a pilot basis shall be limited to a combined total of 500 MW of reductions 

in both the Emergency Load Response Program and the PJM Interchange Energy Market.  

With the sole exception of the requirement for hourly metering, non-hourly metered 

customers shall be subject to the rules and procedures for participation in the Emergency 

Load Response Program.  Following completion of a Pilot Period, the alternate method 

shall be evaluated by the Office of the Interconnection to determine whether such 

alternate method should be included in the PJM Manuals as an accepted measurement 

mechanism for demand reductions in the Emergency Load Response Program. 

 

Emergency Load Response Participant Aggregation. 

 

The purpose for aggregation is to allow the participation of End-Use Customers in the 

Emergency Load Response Program that can provide less than 100 kW of demand 
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response on an individual basis.  Emergency Load Response Participant aggregations 

shall be subject to the following requirements: 

 

 i. All End-Use Customers in an aggregation shall be specifically identified; 

 

 ii. All End-Use Customers in an aggregation shall be served by the same 

electric distribution company or Load Serving Entity where the electric distribution 

company is the Load Serving Entity for all End-Use Customers in the aggregation; 

 

 iii. All End-Use Customers in an aggregation that settle at Transmission 

Zone, existing load aggregate,  or node prices shall be located in the same Transmission 

Zone, existing load aggregate or at the same node, respectively; 

 

 iv. Energy settlement will be based on each individual customer‟s load 

reductions pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability 

Assurance Agreement Among Load Serving Entities in the PJM Region and the PJM 

Manuals.  Capacity compliance will be based on each individual customers‟ load 

reductions and then aggregated pursuant to section 3.3A of Schedule 1 of this Agreement, 

the PJM Reliability Assurance Agreement Among Load Serving Entities in the PJM 

Region and the PJM Manuals; and 

 

 v. Each End-Use Customer site must meet the requirements for market 

participation by a Demand Resource. 

 

 vi. Certain aggregations of End-Use Customers registered as Full Program 

Option or Capacity Only Option are subject to the “Demand Response Transition 

Provision for RPM Delivery Years 2012/2013, 2013/2014, and 2014/2015” in Section 

5.14A of Attachment DD of the Tariff.
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PJM EMERGENCY LOAD RESPONSE PROGRAM 

 

 

Emergency Load Response Program  

 

The Emergency Load Response Program is designed to provide a method by which end-use 

customers may be compensated by PJM for reducing load during an emergency event.  As used 

in the Emergency Load Response Program, the term “end-use customer” refers to an individual 

location or aggregation of locations that consume electricity as identified by a unique electric 

distribution company account number.  There are two options for participation in the Emergency 

Load Response Program: 

 

 Full Program Option 

 

Participants in the Full Program Option receive, pursuant to Attachment DD of the Tariff 

and as applicable, (i) an energy payment for load reductions during an emergency event, 

and (ii) a capacity payment for load reductions during an emergency event measured as 

set forth in the Reporting and Compliance provisions below. 

 

 Energy Only Option 

 

Participants in the Energy Only Option receive only an energy payment for load 

reductions during an emergency event. 

 

Participant Qualifications 

 

Two primary types of distributed resources are candidates to participate in either of the two 

options provided by the Emergency Load Response Program:  

 

On-Site Generators 

 

These generators (including Behind The Meter Generation) can be either 

synchronized or non-synchronized to the grid.  Capacity Resources are not 

eligible for compensation under this program.  Injections into the grid by local 

generators also will not be eligible for compensation under this program.  

 

Load Reductions 

 

A participant that has the ability to reduce a measurable and verifiable portion of 

its load, as metered on an EDC account basis. 

 

PJM membership is required to participate in either of the two options provided by the 

Emergency Load Response Program. Members or Special Members may participate in the 

Emergency Load Response Program by complying with all of the requirements of the applicable 

Relevant Electric Retail Regulatory Authority and all other applicable federal, state and local 

regulatory entities together with the Emergency Load Response provisions herein, including, but 
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not limited to, the Registration section. Special membership provisions have been established for 

program participants in the Energy Only Option, as described below.  The special membership 

provisions shall not apply to program participants in the Full Program Option.  Any existing PJM 

Member may act as a third party for non-members, in which case the third party will be referred 

to as the Curtailment Service Provider (CSP). All payments are made to the PJM Member. 

Participants must become signatories to the PJM Operating Agreement, as described in the PJM 

Manual for Administrative Services for the Operating Agreement of the PJM Interconnection, 

L.L.C. However, for special members the $5,000 annual membership fee, the $1,500 application 

fee, and liability for Member defaults are waived, along with the following other modifications: 

 

Special Members are limited to be PJM market sellers; 

Voting privileges and sector designation are waived; 

Thirty day notice for waiting period is waived; 

Requirement for 24/7 control center coverage is waived; 

No PJM-supported user group capability is permitted. 

 

To participate in either of the two options provided by the Emergency Load Response Program, 

the distributed resource must: 

 

Be capable of reducing at least 100 kW of load 

Be capable of receiving PJM notification to participate during emergency conditions. 

 

Metering Requirements 

 

The Curtailment Service Provider is responsible to ensure that the Emergency Load Response 

Program Participants have metering equipment that provides integrated hourly kWh values on an 

electric distribution company account basis.  The metering equipment shall either meet the 

electric distribution company requirements for accuracy or have a maximum error of two percent 

over the full range of the metering equipment (including Potential Transformers and Current 

Transformers) and the metering equipment and associated data shall meet the requirements set 

forth herein and in the PJM Manuals.  The Emergency Load Response Participant must meter 

reductions in demand by using either of the following two methods: 

 

 a) Using metering equipment that is capable of recording integrated hourly values 

for generation running to serve local load (net of that used by the generator); or 

 

 b) Using metering equipment that provides actual load change by measuring actual 

load before and after the reduction request, such that there is a valid integrated hourly value for 

the hour prior to the event and each hour during the event. This value cannot be estimated nor 

can it be averaged over some historical period.  This load will be metered on an electric 

distribution company account basis. 

 

Metered load reductions will be adjusted up to consider transmission and distribution losses as 

submitted by the Curtailment Service Provider and verified by PJM with the electric distribution 

company.  
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The installed metering equipment must be one of the following: 

 

 a) Metering equipment used for retail electric service;  

 

 b) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read electronically by PJM, in 

accordance with the requirements herein and in the PJM Manuals; or 

 

 c) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read by the customer (or the Curtailment 

Service Provider), and such readings are then forwarded to PJM, in accordance with the 

requirements set forth herein and in the PJM Manuals. 

 

Nothing herein changes the existence of one recognized meter by the state commissions as the 

official billing meter for recording consumption. 

 

Registration 

 

1.  Participants must complete the PJM Emergency Load Response Program Registration Form 

(“Emergency Registration Form”) that is posted on the PJM website (www.pjm.com)for each 

end-use customer, or aggregation of end-use customers, pursuant to the requirements set forth in 

the PJM Manuals. Because of the required electric distribution company and Load Serving Entity 

ten business day review period, as described herein, Participants should submit completed PJM 

Emergency Load Response Program Registration Forms to the Office of the Interconnection no 

later than one day before the tenth business day preceding the relevant Delivery Year.  All 

registrations that have not been approved on or before May 31
st
 preceding the relevant Delivery 

Year shall be rejected by the Office of the Interconnection. To the extent that a completed PJM 

Emergency Load Response Program Registration Form is submitted to the Office of the 

Interconnection  prior to one day before the tenth business day preceding the relevant Delivery 

Year and such registration is rejected by the electric distribution company or Load Serving Entity 

or the Office of the Interconnection because of incorrect data on the PJM Emergency Load 

Response Program Registration Form, such registration may be resubmitted by the participant 

before May 31
st
 preceding the relevant Delivery Year, but such registration will be rejected by 

the Office of the Interconnection unless the electric distribution company or Load Serving Entity 

has verified the registration on or before May 31
st
 preceding the relevant Delivery Year. 

Incomplete PJM Emergency Load Response Program Registration Forms will be rejected by the 

Office of the Interconnection; participants may not resubmit registrations that were rejected for 

being incomplete unless participants are able to do so no later than one day before the tenth 

business day preceding the relevant Delivery Year.  The following general steps will be 

followed: 

 

2. For end-use customers of an electric distribution company that distributed more than 4 million 

MWh in the previous fiscal year: 

 

 a. The participant completes the Emergency Registration Form located on the PJM 

website.  PJM reviews the application and ensures that the qualifications are met, including 
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verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant's registration and request verification as to whether the load that may be reduced is 

under other contractual obligations or subject to laws or regulations of the Relevant Electric 

Retail Regulatory Authority that prohibit or condition the end-use customer‟s participation in 

PJM‟s Emergency Load Response Program pursuant to the process described below. The electric 

distribution company and Load Serving Entity have ten business days to respond. Other such 

contractual obligations may not preclude participation in the program, but may require special 

consideration by PJM such that appropriate settlements are made within the confines of such 

existing contracts.  An electric distribution company or Load Serving Entity which seeks to 

assert that the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit 

or condition (which condition the electric distribution company or Load Serving Entity asserts 

has not been satisfied) an end-use customer‟s participation in PJM‟s Emergency Load Response 

Program shall provide to PJM, within the referenced ten business day review period, either:  (a) 

an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority prohibiting 

or conditioning the end-use customer's participation, (b) an opinion of the Relevant Electric 

Retail Regulatory Authority‟s legal counsel attesting to the existence of a regulation or law 

prohibiting or conditioning the end-use customer's participation, or (c) an opinion of the state 

Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 

existence of a regulation or law prohibiting or conditioning the end-use customer's participation.   

 

i. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection on or 

after the Interruptible Load for Reliability registration deadline established 

by the Office of the Interconnection for the next applicable Delivery Year, 

then the existing Emergency Load Response Participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) will remain in effect for the applicable Delivery Year.  If 

evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection before 

the Interruptible Load for Reliability registration deadline established by 

the Office of the Interconnection for the applicable Delivery Year, then the 

existing Emergency Load Response participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) participation shall be deemed to be terminated for the 

applicable Delivery Year.   
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ii. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer‟s 

participation and is received by the Office of the Interconnection on or 

after May 31
st
 preceding the applicable Delivery Year, then the existing 

end-use customer‟s registration for Demand Resource (as defined in the 

Reliability Assurance Agreement) will remain in effect for the applicable 

Delivery Year.  If evidence provided by an electric distribution company 

or Load Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation prohibits 

or conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer‟s 

participation and is received by the Office of the Interconnection before 

May 31
st
 preceding the applicable Delivery Year and the Curtailment 

Service Provider does not provide supporting documentation to the Office 

of the Interconnection on or before May 31
st
 preceding the applicable 

Delivery Year demonstrating that the Curtailment Service Provider had an 

executed contract with the end-use customer for Demand Resource 

participation before the date the Demand Resource cleared the applicable 

Reliability Pricing Model Auction, and that the date that the Demand 

Resource cleared the applicable Reliability Pricing Model Auction was 

prior to the effective date of the Relevant Electric Retail Regulatory 

Authority law or regulation prohibiting or conditioning the end-use 

customer‟s participation, then, unless the below exception applies, the 

existing end-use customer‟s registration for Demand Resource 

participation shall be deemed to be terminated for the applicable Delivery 

Year, and the Curtailment Service Provider will be subject to the 

Reliability Pricing Model provisions, as specified in Attachment DD of 

the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers‟ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall assume that the load to be reduced is not subject to other contractual 

obligations or to laws or regulations of the Relevant Electric Retail Regulatory Authority that 

prohibit or condition the end-use customer‟s participation in PJM‟s Emergency Load Response 

Program, and the Office of the Interconnection shall accept the registration, provided it meets all 

other Emergency Load Response Program requirements. 
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 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response Participant activity incurred prior to the termination date of the registration shall be 

settled by PJM in accordance with the terms and conditions contained in the PJM Tariff, PJM 

Operating Agreement and PJM Manuals. 

 

3. For end-use customers of an electric distribution company that distributed 4 million MWh or 

less in the previous fiscal year: 

 

 a. The Participant completes the Emergency Registration Form located on the PJM 

website. PJM reviews the application and ensures that the qualifications are met, including 

verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant‟s registration and request verification as to whether the load that may be reduced is 

under other contractual obligations and is permitted to participate by the Relevant Electric Retail 

Regulatory Authority pursuant to the process described below. The electric distribution company 

and Load Serving Entity have ten business days to respond. Other such contractual obligations 

may not preclude participation in the program, but may require special consideration by PJM 

such that appropriate settlements are made within the confines of such existing contracts.  If the 

electric distribution company or Load Serving Entity verifies that the load that may be reduced is 

permitted or conditionally permitted (which condition the electric distribution company or Load 

Serving Entity asserts has been satisfied) to participate in the Emergency Load Response 

Program, then the electric distribution company or Load Serving Entity must provide to the 

Office of the Interconnection within the referenced ten business day review period either:  (a) an 

order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority permitting or 

conditionally permitting the end-use customer‟s participation, (b) an opinion of the Relevant 

Electric Retail Regulatory Authority‟s legal counsel attesting to the existence of a regulation or 

law permitting or conditionally permitting the end-use customer‟s participation, or (c) an opinion 

of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 

attesting to the existence of a regulation or law permitting or conditionally permitting the end-use 

customer‟s participation. 

 

i. If the electric distribution company or Load Serving Entity denies the 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) registration before the Interruptible Load for Reliability 

registration deadline as established by the Office of the Interconnection for 

the applicable Delivery Year because the electric distribution company or 

Load Serving Entity asserts that the Relevant Electric Retail Regulatory 

Authority has not granted permission or conditional permission for the 

end-use customer‟s participation or the electric distribution company or 

Load Serving Entity asserts that the end-use customer has not satisfied 

conditional permission requirements, then the existing Emergency Load 

Response Participant‟s registration for Interruptible Load for Reliability 

participation shall be deemed to be terminated for the applicable Delivery 

Year.  If it is able to do so in compliance with all Emergency Load 

Response Program requirements, including the registration requirements, 



 

Page 7 

the participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected 

pursuant to the terms of the Emergency Load Response Program 

provisions. 

 

ii. If the electric distribution company or Load Serving Entity denies the end-

use customer‟s Demand Resource (as defined in the Reliability Assurance 

Agreement) registration on or before May 31
st
 preceding the applicable 

Delivery Year and the Curtailment Service Provider does not provide the 

above referenced Relevant Electric Retail Regulatory Authority evidence  

to the Office of the Interconnection on or before May 31
st
 preceding the 

applicable Delivery Year demonstrating that the Curtailment Service 

Provider had Relevant Electric Retail Regulatory Authority permission or 

conditional permission (which condition the electric distribution company 

or Load Serving Entity asserts has been satisfied) for the end-use 

customer‟s participation and an executed contract with the end-use 

customer Demand Resource before the date the Demand Resource cleared 

the applicable Reliability Pricing Model Auction  then, unless the below 

exception applies, the existing end-use customer‟s registration for Demand 

Resource registration for Demand Resource participation shall be deemed 

to be terminated for the applicable Delivery Year and the Curtailment 

Service Provider will be subject to the Reliability Pricing Model 

provisions, as specified in Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers‟ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall reject the registration.  If it is able to do so in compliance with all of the 

Emergency Load Response Program requirements, including the registration section, the 

Emergency Load Response Participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected pursuant to the terms of 

the Emergency Load Response Program provisions. 

 

 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response participant activity incurred prior to the termination date of the registration shall be 

settled by PJMSettlement in accordance with the terms and conditions contained in the PJM 

Tariff, PJM Operating Agreement and PJM Manuals. 

 

4.  PJM informs the requesting participant of acceptance into the program and notifies the 

appropriate Load Serving Entity and electric distribution company of the requesting participant‟s 

acceptance into the program, or notifies the requesting participant and appropriate Load Serving 
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Entity and electric distribution company of PJM‟s rejection of the requesting participant‟s 

registration. 

 

5.  Any end-use customer intending to run distributed generating units in support of local load 

for the purpose of participating in this program must represent in writing to PJM that it holds all 

applicable environmental and use permits for running those generators.  Continuing participation 

in this program will be deemed as a continuing representation by the owner that each time its 

distributed generating unit is run in accordance with this program, it is being run in compliance 

with all applicable permits, including any emissions, run-time limit or other constraint on plant 

operations that may be imposed by such permits. 

 

Emergency Load Response Registrations in Effect as of August 28, 2009 

 

All existing Emergency Load Response Participants‟ registrations submitted to PJM prior to 

August 28, 2009 (the effective date of Wholesale Competition in Regions with Organized 

Electric Markets, Order 719-A, 128 FERC ¶ 61,059 (2009) (“Order 719-A”)) for Load 

Management participation in the 2009/2010 Delivery Year will remain effective for that Delivery 

Year. 

 

Emergency Operations 

 

PJM will initiate the request for load reduction following the declaration of Maximum 

Emergency Generation and prior to the implementation of Load Management Steps 1 and 2. 

(Implementation of the Emergency Load Response Program can be used for regional 

emergencies.) It is implemented whenever generation is needed that is greater than the highest 

economic incremental cost.  PJM posts the request for load reduction on the PJM website, on the 

Emergency Conditions page, and on eData, and issues a burst email to the Emergency Load 

Response majordomo.  A separate All-Call message is also issued.  

 

Following PJM‟s request to reduce load, (i) participants in the Energy Only Option voluntarily 

may reduce load; and (ii) participants in the Full Program Option are required to reduce load 

unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 

will dispatch the resources of all Emergency Load Response Program participants (not already 

dispatched under the Economic Load Response Program) based on the Minimum Dispatch Prices 

specified in the participants‟ Emergency Registration Forms. 

 

The Minimum Dispatch Price of a Full Program Option participant that reduces load may set the 

real time Locational Marginal Price (“LMP”) provided that the participant‟s load reductions are 

needed to meet demand in the PJM Region.  The Minimum Dispatch Price of an Energy Only 

Option participant that reduces load may set the real time LMP provided that such participant‟s 

load reductions are needed to meet demand in the PJM Regions and the Energy Only Option 

participant‟s resource satisfies PJM‟s telemetry requirements. 

 

Operational procedures are described in detail in the PJM Manual for Emergency Operations. 

 

Verification 
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PJM requires that the load reduction meter data be submitted to PJM within 60 days of the event. 

If the data are not received within 60 days, no payment for participation is provided. Meter data 

must be provided for all hours during the day of the Load Management event or the Load 

Management performance test, and for all hours during any other days as required by the Office 

of the Interconnection to calculate the load reduction.  These data files are to be communicated 

to PJM either via the Load Response Program web site or email. Files that are emailed must be 

in the PJM-approved file format. Meter data will be forwarded to the EDC and LSE upon receipt, 

and these parties will then have ten (10) business days to provide feedback to PJM.   

 

Market Settlements 

 

Payment for reducing load is based on the actual kWh relief provided plus the adjustment for 

losses, subject to the Reporting and Compliance provisions below. The minimum duration of a 

load reduction request is two hours. The magnitude of capacity relief provided by Full Program 

Option participants shall be the amount determined in accordance with the Reporting and 

Compliance provisions below. The magnitude of relief provided by Energy Only Option 

participants, and the magnitude of energy relief provided by Full Program Option participants, 

may be less than, equal to, or greater than the kW amount declared on the Emergency 

Registration Form.  Compensation will be provided for reductions in energy consumption during 

emergency events by Full Program Option participants and Energy Only Option participants 

regardless of whether the participant‟s load during the event exceeds its peak load contribution 

for the applicable Delivery Year.   

 

PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. Payment 

will be equal to the measured reduction (either measured output of backup generation or the 

difference between the measured load the hour before the reduction and each hour during the 

reduction) adjusted for losses times the applicable LMP.  If, however, the sum of the hourly 

energy payments to a participant dispatched by PJM for actual, achieved reductions is not greater 

than or equal to the offer value (i.e. Minimum Dispatch Price, minimum down time and shut 

down costs) then the participant will be made whole up to the offer value for its actual, achieved 

reductions. 

 

Full Program Option participants that fail to provide a load reduction (as measured as set forth in 

the Reporting and Compliance provisions below) when dispatched by PJM shall be assessed 

penalties and/or charges as specified in Attachment DD of the PJM Tariff and the Reliability 

Assurance Agreement, as applicable. 

 

During emergency conditions, costs for emergency purchases in excess of LMP are allocated 

among PJM Market Buyers in proportion to their increase in net purchases from the PJM energy 

market during the hour in the real time market compared to the day-ahead market. Consistent 

with this pricing methodology, all charges under this program are allocated to purchasers of 

energy, in proportion to their increase in net purchases from the PJM energy market during the 

hour from day-ahead to real time.   
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Program charges and credits will appear on the PJM Members monthly bill, as described in the 

PJM Manual for Operating Agreement Accounting and the PJM Manual for Billing. 
 

Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back for the 

purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for Load 

Management resources registered as Emergency Load Response Full Program Option or 

Capacity Only resources which occur from June 1 through September 30, will be added back for 

the purpose of calculating peak load for capacity for the following Delivery Year, as set forth in 

the PJM Manuals and consistent with the load response recognized for capacity compliance as 

set forth in the Reporting and Compliance provisions below.  Capacity Only resources are Full 

Program Option resources that do not receive an energy payment for load reductions during an 

emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load Response 

Full Program Option or Capacity Only resources used to determine Load Management event and 

test capacity compliance for Firm Service Level and Guaranteed Load Drop end-use customers 

shall be equal to the load reduction provided to the electric distribution company as follows and 

in accordance with the PJM Manuals:  

 

i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 

best represent what the load would have been if PJM did not declare a Load Management 

event or the CSP did not initiate a test as outlined in the PJM Manuals, minus the metered 

load (“Load”) and then multiplied by the loss factor (“LF”) or (b) the current Delivery 

Year peak load contribution (“PLC”) minus the metered load multiplied by the loss factor 

(“LF”).  A load reduction will only be recognized for capacity compliance if the metered 

load multiplied by the loss factor is less than the current Delivery Year peak load 

contribution.  The calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 

customers include the following: 

 

 Comparable Day:  A single weekday that is comparable to the event or test 

day and accurately represents what the customer‟s load would have been 

absent the event or test. 

 Same Day:  The customer„s average hourly integrated consumption during 

specified hours on the same day as an emergency or test event.  

 Customer Baseline:  The estimated baseline used to calculate load 

reductions for end-use customers registered with PJM as economic 

demand resources.  
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 Regression Analysis:  An estimate, based on a regression analysis of the 

customer‟s actual loads versus weather, of what the customer‟s load would 

have been, had PJM not declared an emergency or test.  

 Generation:  The hourly integrated output from a generator used to reduce 

the customer‟s consumption of energy from PJM during an emergency or 

test event if the generator would not have otherwise been used on the 

event or test day.  

Each of these methodologies is described in greater detail in Manual M-19, PJM Manual 

for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.  

 

ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss factor 

(“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as Emergency Load 

Response Full Program Option, as determined in accordance with these Reporting and 

Compliance provisions, shall not affect energy payments to such resources for load reductions 

during an emergency event, as provided in the Market Settlements provisions above and 

Attachment DD of the tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website. 

 

PJM will post on its website a report of demand response activity, and will provide a summary 

thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving Entities 

pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will post on its website 

a list of those Relevant Electric Retail Regulatory Authorities that the electric distribution 

companies or Load Serving Entities assert prohibit or condition retail participation in PJM‟s 

Emergency Load Response Program together with a corresponding reference to the Relevant 

Electric Retail Regulatory Authority evidence that is provided to PJM by the electric distribution 

companies or Load Serving Entities. 

 

Non-hourly metered Customer Pilot 

 

Non-hourly metered customers may participate in the Emergency Load Response Program on a 

pilot basis under the following circumstances.  The customer or its Curtailment Service Provider 

or Load Serving Entity must propose an alternate method for measuring hourly demand 

reductions.  The Office of the Interconnection shall approve alternate measurement mechanisms 

on a case-by-case basis for a time period specified by the Office of the Interconnection (“Pilot 

Period”).  In the event an alternative measurement mechanism is approved, the Office of the 
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Interconnection shall notify the affected Load Serving Entity(ies) that a proposed alternate 

measurement mechanism has been approved for a Pilot Period. 

 

Demand reductions by non-hourly metered customers using alternate measurement mechanisms 

on a pilot basis shall be limited to a combined total of 500 MW of reductions in both the 

Emergency Load Response Program and the PJM Interchange Energy Market.  With the sole 

exception of the requirement for hourly metering, non-hourly metered customers shall be subject 

to the rules and procedures for participation in the Emergency Load Response Program.  

Following completion of a Pilot Period, the alternate method shall be evaluated by the Office of 

the Interconnection to determine whether such alternate method should be included in the PJM 

Manuals as an accepted measurement mechanism for demand reductions in the Emergency Load 

Response Program. 

 

Emergency Load Response Participant Aggregation. 

 

The purpose for aggregation is to allow the participation of End-Use Customers in the 

Emergency Load Response Program that can provide less than 100 kW of demand response on 

an individual basis.  Emergency Load Response Participant aggregations shall be subject to the 

following requirements: 

 

 i. All End-Use Customers in an aggregation shall be specifically identified; 

 

 ii. All End-Use Customers in an aggregation shall be served by the same electric 

distribution company or Load Serving Entity where the electric distribution company is the Load 

Serving Entity for all End-Use Customers in the aggregation; 

 

 iii. All End-Use Customers in an aggregation that settle at Transmission Zone, 

existing load aggregate,  or node prices shall be located in the same Transmission Zone, existing 

load aggregate or at the same node, respectively; 

 

 iv. Energy settlement will be based on each individual customer‟s load reductions 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals.  Capacity 

compliance will be based on each individual customers‟ load reductions and then aggregated 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals; and 

 

 v. Each End-Use Customer site must meet the requirements for market participation 

by a Demand Resource. 

 

 vi. Certain aggregations of End-Use Customers registered as Full Program Option or 

Capacity Only Option are subject to the “Demand Response Transition Provision for RPM 

Delivery Years 2012/2013, 2013/2014, and 2014/2015” in Section 5.14A of Attachment DD of 

the Tariff. 
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PJM EMERGENCY LOAD RESPONSE PROGRAM 

 

 

Emergency Load Response Program  

 

The Emergency Load Response Program is designed to provide a method by which end-use 

customers may be compensated by PJM for reducing load during an emergency event.  As used 

in the Emergency Load Response Program, the term “end-use customer” refers to an individual 

location or aggregation of locations that consume electricity as identified by a unique electric 

distribution company account number.  There are two options for participation in the Emergency 

Load Response Program: 

 

 Full Program Option 

 

Participants in the Full Program Option receive, pursuant to Attachment DD of the Tariff 

and as applicable, (i) an energy payment for load reductions during an emergency event, 

and (ii) a capacity payment for load reductions during an emergency event measured as 

set forth in the Reporting and Compliance provisions below. 

 

 Energy Only Option 

 

Participants in the Energy Only Option receive only an energy payment for load 

reductions during an emergency event. 

 

Participant Qualifications 

 

Two primary types of distributed resources are candidates to participate in either of the two 

options provided by the Emergency Load Response Program:  

 

On-Site Generators 

 

These generators (including Behind The Meter Generation) can be either 

synchronized or non-synchronized to the grid.  Capacity Resources are not 

eligible for compensation under this program.  Injections into the grid by local 

generators also will not be eligible for compensation under this program.  

 

Load Reductions 

 

A participant that has the ability to reduce a measurable and verifiable portion of 

its load, as metered on an EDC account basis. 

 

PJM membership is required to participate in either of the two options provided by the 

Emergency Load Response Program. Members or Special Members may participate in the 

Emergency Load Response Program by complying with all of the requirements of the applicable 

Relevant Electric Retail Regulatory Authority and all other applicable federal, state and local 

regulatory entities together with the Emergency Load Response provisions herein, including, but 
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not limited to, the Registration section. Special membership provisions have been established for 

program participants in the Energy Only Option, as described below.  The special membership 

provisions shall not apply to program participants in the Full Program Option.  Any existing PJM 

Member may act as a third party for non-members, in which case the third party will be referred 

to as the Curtailment Service Provider (CSP). All payments are made to the PJM Member. 

Participants must become signatories to the PJM Operating Agreement, as described in the PJM 

Manual for Administrative Services for the Operating Agreement of the PJM Interconnection, 

L.L.C. However, for special members the $5,000 annual membership fee, the $1,500 application 

fee, and liability for Member defaults are waived, along with the following other modifications: 

 

Special Members are limited to be PJM market sellers; 

Voting privileges and sector designation are waived; 

Thirty day notice for waiting period is waived; 

Requirement for 24/7 control center coverage is waived; 

No PJM-supported user group capability is permitted. 

 

To participate in either of the two options provided by the Emergency Load Response Program, 

the distributed resource must: 

 

Be capable of reducing at least 100 kW of load 

Be capable of receiving PJM notification to participate during emergency conditions. 

 

Metering Requirements 

 

The Curtailment Service Provider is responsible to ensure that the Emergency Load Response 

Program Participants have metering equipment that provides integrated hourly kWh values on an 

electric distribution company account basis.  The metering equipment shall either meet the 

electric distribution company requirements for accuracy or have a maximum error of two percent 

over the full range of the metering equipment (including Potential Transformers and Current 

Transformers) and the metering equipment and associated data shall meet the requirements set 

forth herein and in the PJM Manuals.  The Emergency Load Response Participant must meter 

reductions in demand by using either of the following two methods: 

 

 a) Using metering equipment that is capable of recording integrated hourly values 

for generation running to serve local load (net of that used by the generator); or 

 

 b) Using metering equipment that provides actual load change by measuring actual 

load before and after the reduction request, such that there is a valid integrated hourly value for 

the hour prior to the event and each hour during the event. This value cannot be estimated nor 

can it be averaged over some historical period.  This load will be metered on an electric 

distribution company account basis. 

 

Metered load reductions will be adjusted up to consider transmission and distribution losses as 

submitted by the Curtailment Service Provider and verified by PJM with the electric distribution 

company.  
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The installed metering equipment must be one of the following: 

 

 a) Metering equipment used for retail electric service;  

 

 b) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read electronically by PJM, in 

accordance with the requirements herein and in the PJM Manuals; or 

 

 c) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read by the customer (or the Curtailment 

Service Provider), and such readings are then forwarded to PJM, in accordance with the 

requirements set forth herein and in the PJM Manuals. 

 

Nothing herein changes the existence of one recognized meter by the state commissions as the 

official billing meter for recording consumption. 

 

Registration 

 

1.  Participants must complete the PJM Emergency Load Response Program Registration Form 

(“Emergency Registration Form”) that is posted on the PJM website (www.pjm.com)for each 

end-use customer, or aggregation of end-use customers, pursuant to the requirements set forth in 

the PJM Manuals. Because of the required electric distribution company and Load Serving Entity 

ten business day review period, as described herein, Participants should submit completed PJM 

Emergency Load Response Program Registration Forms to the Office of the Interconnection no 

later than one day before the tenth business day preceding the relevant Delivery Year.  All 

registrations that have not been approved on or before May 31
st
 preceding the relevant Delivery 

Year shall be rejected by the Office of the Interconnection. To the extent that a completed PJM 

Emergency Load Response Program Registration Form is submitted to the Office of the 

Interconnection  prior to one day before the tenth business day preceding the relevant Delivery 

Year and such registration is rejected by the electric distribution company or Load Serving Entity 

or the Office of the Interconnection because of incorrect data on the PJM Emergency Load 

Response Program Registration Form, such registration may be resubmitted by the participant 

before May 31
st
 preceding the relevant Delivery Year, but such registration will be rejected by 

the Office of the Interconnection unless the electric distribution company or Load Serving Entity 

has verified the registration on or before May 31
st
 preceding the relevant Delivery Year. 

Incomplete PJM Emergency Load Response Program Registration Forms will be rejected by the 

Office of the Interconnection; participants may not resubmit registrations that were rejected for 

being incomplete unless participants are able to do so no later than one day before the tenth 

business day preceding the relevant Delivery Year.  The following general steps will be 

followed: 

 

2. For end-use customers of an electric distribution company that distributed more than 4 million 

MWh in the previous fiscal year: 

 

 a. The participant completes the Emergency Registration Form located on the PJM 

website.  PJM reviews the application and ensures that the qualifications are met, including 



 

Page 4 

verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant's registration and request verification as to whether the load that may be reduced is 

under other contractual obligations or subject to laws or regulations of the Relevant Electric 

Retail Regulatory Authority that prohibit or condition the end-use customer‟s participation in 

PJM‟s Emergency Load Response Program pursuant to the process described below. The electric 

distribution company and Load Serving Entity have ten business days to respond. Other such 

contractual obligations may not preclude participation in the program, but may require special 

consideration by PJM such that appropriate settlements are made within the confines of such 

existing contracts.  An electric distribution company or Load Serving Entity which seeks to 

assert that the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit 

or condition (which condition the electric distribution company or Load Serving Entity asserts 

has not been satisfied) an end-use customer‟s participation in PJM‟s Emergency Load Response 

Program shall provide to PJM, within the referenced ten business day review period, either:  (a) 

an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority prohibiting 

or conditioning the end-use customer's participation, (b) an opinion of the Relevant Electric 

Retail Regulatory Authority‟s legal counsel attesting to the existence of a regulation or law 

prohibiting or conditioning the end-use customer's participation, or (c) an opinion of the state 

Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 

existence of a regulation or law prohibiting or conditioning the end-use customer's participation.   

 

i. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection on or 

after the Interruptible Load for Reliability registration deadline established 

by the Office of the Interconnection for the next applicable Delivery Year, 

then the existing Emergency Load Response Participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) will remain in effect for the applicable Delivery Year.  If 

evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection before 

the Interruptible Load for Reliability registration deadline established by 

the Office of the Interconnection for the applicable Delivery Year, then the 

existing Emergency Load Response participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) participation shall be deemed to be terminated for the 

applicable Delivery Year.   
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ii. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer‟s 

participation and is received by the Office of the Interconnection on or 

after May 31
st
 preceding the applicable Delivery Year, then the existing 

end-use customer‟s registration for Demand Resource (as defined in the 

Reliability Assurance Agreement) will remain in effect for the applicable 

Delivery Year.  If evidence provided by an electric distribution company 

or Load Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation prohibits 

or conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer‟s 

participation and is received by the Office of the Interconnection before 

May 31
st
 preceding the applicable Delivery Year and the Curtailment 

Service Provider does not provide supporting documentation to the Office 

of the Interconnection on or before May 31
st
 preceding the applicable 

Delivery Year demonstrating that the Curtailment Service Provider had an 

executed contract with the end-use customer for Demand Resource 

participation before the date the Demand Resource cleared the applicable 

Reliability Pricing Model Auction, and that the date that the Demand 

Resource cleared the applicable Reliability Pricing Model Auction was 

prior to the effective date of the Relevant Electric Retail Regulatory 

Authority law or regulation prohibiting or conditioning the end-use 

customer‟s participation, then, unless the below exception applies, the 

existing end-use customer‟s registration for Demand Resource 

participation shall be deemed to be terminated for the applicable Delivery 

Year, and the Curtailment Service Provider will be subject to the 

Reliability Pricing Model provisions, as specified in Attachment DD of 

the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers‟ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall assume that the load to be reduced is not subject to other contractual 

obligations or to laws or regulations of the Relevant Electric Retail Regulatory Authority that 

prohibit or condition the end-use customer‟s participation in PJM‟s Emergency Load Response 

Program, and the Office of the Interconnection shall accept the registration, provided it meets all 

other Emergency Load Response Program requirements. 
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 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response Participant activity incurred prior to the termination date of the registration shall be 

settled by PJM in accordance with the terms and conditions contained in the PJM Tariff, PJM 

Operating Agreement and PJM Manuals. 

 

3. For end-use customers of an electric distribution company that distributed 4 million MWh or 

less in the previous fiscal year: 

 

 a. The Participant completes the Emergency Registration Form located on the PJM 

website. PJM reviews the application and ensures that the qualifications are met, including 

verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant‟s registration and request verification as to whether the load that may be reduced is 

under other contractual obligations and is permitted to participate by the Relevant Electric Retail 

Regulatory Authority pursuant to the process described below. The electric distribution company 

and Load Serving Entity have ten business days to respond. Other such contractual obligations 

may not preclude participation in the program, but may require special consideration by PJM 

such that appropriate settlements are made within the confines of such existing contracts.  If the 

electric distribution company or Load Serving Entity verifies that the load that may be reduced is 

permitted or conditionally permitted (which condition the electric distribution company or Load 

Serving Entity asserts has been satisfied) to participate in the Emergency Load Response 

Program, then the electric distribution company or Load Serving Entity must provide to the 

Office of the Interconnection within the referenced ten business day review period either:  (a) an 

order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority permitting or 

conditionally permitting the end-use customer‟s participation, (b) an opinion of the Relevant 

Electric Retail Regulatory Authority‟s legal counsel attesting to the existence of a regulation or 

law permitting or conditionally permitting the end-use customer‟s participation, or (c) an opinion 

of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 

attesting to the existence of a regulation or law permitting or conditionally permitting the end-use 

customer‟s participation. 

 

i. If the electric distribution company or Load Serving Entity denies the 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) registration before the Interruptible Load for Reliability 

registration deadline as established by the Office of the Interconnection for 

the applicable Delivery Year because the electric distribution company or 

Load Serving Entity asserts that the Relevant Electric Retail Regulatory 

Authority has not granted permission or conditional permission for the 

end-use customer‟s participation or the electric distribution company or 

Load Serving Entity asserts that the end-use customer has not satisfied 

conditional permission requirements, then the existing Emergency Load 

Response Participant‟s registration for Interruptible Load for Reliability 

participation shall be deemed to be terminated for the applicable Delivery 

Year.  If it is able to do so in compliance with all Emergency Load 

Response Program requirements, including the registration requirements, 
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the participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected 

pursuant to the terms of the Emergency Load Response Program 

provisions. 

 

ii. If the electric distribution company or Load Serving Entity denies the end-

use customer‟s Demand Resource (as defined in the Reliability Assurance 

Agreement) registration on or before May 31
st
 preceding the applicable 

Delivery Year and the Curtailment Service Provider does not provide the 

above referenced Relevant Electric Retail Regulatory Authority evidence  

to the Office of the Interconnection on or before May 31
st
 preceding the 

applicable Delivery Year demonstrating that the Curtailment Service 

Provider had Relevant Electric Retail Regulatory Authority permission or 

conditional permission (which condition the electric distribution company 

or Load Serving Entity asserts has been satisfied) for the end-use 

customer‟s participation and an executed contract with the end-use 

customer Demand Resource before the date the Demand Resource cleared 

the applicable Reliability Pricing Model Auction  then, unless the below 

exception applies, the existing end-use customer‟s registration for Demand 

Resource registration for Demand Resource participation shall be deemed 

to be terminated for the applicable Delivery Year and the Curtailment 

Service Provider will be subject to the Reliability Pricing Model 

provisions, as specified in Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers‟ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall reject the registration.  If it is able to do so in compliance with all of the 

Emergency Load Response Program requirements, including the registration section, the 

Emergency Load Response Participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected pursuant to the terms of 

the Emergency Load Response Program provisions. 

 

 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response participant activity incurred prior to the termination date of the registration shall be 

settled by PJMSettlement in accordance with the terms and conditions contained in the PJM 

Tariff, PJM Operating Agreement and PJM Manuals. 

 

4.  PJM informs the requesting participant of acceptance into the program and notifies the 

appropriate Load Serving Entity and electric distribution company of the requesting participant‟s 

acceptance into the program, or notifies the requesting participant and appropriate Load Serving 
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Entity and electric distribution company of PJM‟s rejection of the requesting participant‟s 

registration. 

 

5.  Any end-use customer intending to run distributed generating units in support of local load 

for the purpose of participating in this program must represent in writing to PJM that it holds all 

applicable environmental and use permits for running those generators.  Continuing participation 

in this program will be deemed as a continuing representation by the owner that each time its 

distributed generating unit is run in accordance with this program, it is being run in compliance 

with all applicable permits, including any emissions, run-time limit or other constraint on plant 

operations that may be imposed by such permits. 

 

Emergency Load Response Registrations in Effect as of August 28, 2009 

 

All existing Emergency Load Response Participants‟ registrations submitted to PJM prior to 

August 28, 2009 (the effective date of Wholesale Competition in Regions with Organized 

Electric Markets, Order 719-A, 128 FERC ¶ 61,059 (2009) (“Order 719-A”)) for Load 

Management participation in the 2009/2010 Delivery Year will remain effective for that Delivery 

Year. 

 

Emergency Operations 

 

PJM will initiate the request for load reduction following the declaration of Maximum 

Emergency Generation and prior to the implementation of Load Management Steps 1 and 2. 

(Implementation of the Emergency Load Response Program can be used for regional 

emergencies.) It is implemented whenever generation is needed that is greater than the highest 

economic incremental cost.  PJM posts the request for load reduction on the PJM website, on the 

Emergency Conditions page, and on eData, and issues a burst email to the Emergency Load 

Response majordomo.  A separate All-Call message is also issued.  

 

Following PJM‟s request to reduce load, (i) participants in the Energy Only Option voluntarily 

may reduce load; and (ii) participants in the Full Program Option are required to reduce load 

unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 

will dispatch the resources of all Emergency Load Response Program participants (not already 

dispatched under the Economic Load Response Program) based on the Minimum Dispatch Prices 

specified in the participants‟ Emergency Registration Forms. 

 

The Minimum Dispatch Price of a Full Program Option participant that reduces load may set the 

real time Locational Marginal Price (“LMP”) provided that the participant‟s load reductions are 

needed to meet demand in the PJM Region.  The Minimum Dispatch Price of an Energy Only 

Option participant that reduces load may set the real time LMP provided that such participant‟s 

load reductions are needed to meet demand in the PJM Regions and the Energy Only Option 

participant‟s resource satisfies PJM‟s telemetry requirements. 

 

Operational procedures are described in detail in the PJM Manual for Emergency Operations. 

 

Verification 
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PJM requires that the load reduction meter data be submitted to PJM within 60 days of the event. 

If the data are not received within 60 days, no payment for participation is provided. Meter data 

must be provided for all hours during the day of the Load Management event or the Load 

Management performance test, and for all hours during any other days as required by the Office 

of the Interconnection to calculate the load reduction.  These data files are to be communicated 

to PJM either via the Load Response Program web site or email. Files that are emailed must be 

in the PJM-approved file format. Meter data will be forwarded to the EDC and LSE upon receipt, 

and these parties will then have ten (10) business days to provide feedback to PJM.   

 

Market Settlements 

 

Payment for reducing load is based on the actual kWh relief provided plus the adjustment for 

losses, subject to the Reporting and Compliance provisions below. The minimum duration of a 

load reduction request is two hours. The magnitude of capacity relief provided by Full Program 

Option participants shall be the amount determined in accordance with the Reporting and 

Compliance provisions below. The magnitude of relief provided by Energy Only Option 

participants, and the magnitude of energy relief provided by Full Program Option participants, 

may be less than, equal to, or greater than the kW amount declared on the Emergency 

Registration Form.  Compensation will be provided for reductions in energy consumption during 

emergency events by Full Program Option participants and Energy Only Option participants 

regardless of whether the participant‟s load during the event exceeds its peak load contribution 

for the applicable Delivery Year.   

 

PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. Payment 

will be equal to the measured reduction (either measured output of backup generation or the 

difference between the measured load the hour before the reduction and each hour during the 

reduction) adjusted for losses times the applicable LMP.  If, however, the sum of the hourly 

energy payments to a participant dispatched by PJM for actual, achieved reductions is not greater 

than or equal to the offer value (i.e. Minimum Dispatch Price, minimum down time and shut 

down costs) then the participant will be made whole up to the offer value for its actual, achieved 

reductions. 

 

Full Program Option participants that fail to provide a load reduction (as measured as set forth in 

the Reporting and Compliance provisions below) when dispatched by PJM shall be assessed 

penalties and/or charges as specified in Attachment DD of the PJM Tariff and the Reliability 

Assurance Agreement, as applicable. 

 

During emergency conditions, costs for emergency purchases in excess of LMP are allocated 

among PJM Market Buyers in proportion to their increase in net purchases minus real-time 

dispatch reduction megawatts from the PJM energy market during the hour in the real time 

market compared to the day-ahead market. Consistent with this pricing methodology, all charges 

under this program are allocated to purchasers of energy, in proportion to their increase in net 

purchases minus real-time dispatch reduction megawatts from the PJM energy market during the 

hour from day-ahead to real time.   
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Program charges and credits will appear on the PJM Members monthly bill, as described in the 

PJM Manual for Operating Agreement Accounting and the PJM Manual for Billing. 
 

Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back for the 

purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for Load 

Management resources registered as Emergency Load Response Full Program Option or 

Capacity Only resources which occur from June 1 through September 30, will be added back for 

the purpose of calculating peak load for capacity for the following Delivery Year, as set forth in 

the PJM Manuals and consistent with the load response recognized for capacity compliance as 

set forth in the Reporting and Compliance provisions below.  Capacity Only resources are Full 

Program Option resources that do not receive an energy payment for load reductions during an 

emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load Response 

Full Program Option or Capacity Only resources used to determine Load Management event and 

test capacity compliance for Firm Service Level and Guaranteed Load Drop end-use customers 

shall be equal to the load reduction provided to the electric distribution company as follows and 

in accordance with the PJM Manuals:  

 

i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 

best represent what the load would have been if PJM did not declare a Load Management 

event or the CSP did not initiate a test as outlined in the PJM Manuals, minus the metered 

load (“Load”) and then multiplied by the loss factor (“LF”) or (b) the current Delivery 

Year peak load contribution (“PLC”) minus the metered load multiplied by the loss factor 

(“LF”).  A load reduction will only be recognized for capacity compliance if the metered 

load multiplied by the loss factor is less than the current Delivery Year peak load 

contribution.  The calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 

customers include the following: 

 

 Comparable Day:  A single weekday that is comparable to the event or test 

day and accurately represents what the customer‟s load would have been 

absent the event or test. 

 Same Day:  The customer„s average hourly integrated consumption during 

specified hours on the same day as an emergency or test event.  

 Customer Baseline:  The estimated baseline used to calculate load 

reductions for end-use customers registered with PJM as economic 

demand resources.  
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 Regression Analysis:  An estimate, based on a regression analysis of the 

customer‟s actual loads versus weather, of what the customer‟s load would 

have been, had PJM not declared an emergency or test.  

 Generation:  The hourly integrated output from a generator used to reduce 

the customer‟s consumption of energy from PJM during an emergency or 

test event if the generator would not have otherwise been used on the 

event or test day.  

Each of these methodologies is described in greater detail in Manual M-19, PJM Manual 

for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.  

 

ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss factor 

(“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as Emergency Load 

Response Full Program Option, as determined in accordance with these Reporting and 

Compliance provisions, shall not affect energy payments to such resources for load reductions 

during an emergency event, as provided in the Market Settlements provisions above and 

Attachment DD of the Tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website. 

 

PJM will post on its website a report of demand response activity, and will provide a summary 

thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving Entities 

pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will post on its website 

a list of those Relevant Electric Retail Regulatory Authorities that the electric distribution 

companies or Load Serving Entities assert prohibit or condition retail participation in PJM‟s 

Emergency Load Response Program together with a corresponding reference to the Relevant 

Electric Retail Regulatory Authority evidence that is provided to PJM by the electric distribution 

companies or Load Serving Entities. 

 

Non-hourly metered Customer Pilot 

 

Non-hourly metered customers may participate in the Emergency Load Response Program on a 

pilot basis under the following circumstances.  The customer or its Curtailment Service Provider 

or Load Serving Entity must propose an alternate method for measuring hourly demand 

reductions.  The Office of the Interconnection shall approve alternate measurement mechanisms 

on a case-by-case basis for a time period specified by the Office of the Interconnection (“Pilot 

Period”).  In the event an alternative measurement mechanism is approved, the Office of the 
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Interconnection shall notify the affected Load Serving Entity(ies) that a proposed alternate 

measurement mechanism has been approved for a Pilot Period. 

 

Demand reductions by non-hourly metered customers using alternate measurement mechanisms 

on a pilot basis shall be limited to a combined total of 500 MW of reductions in both the 

Emergency Load Response Program and the PJM Interchange Energy Market.  With the sole 

exception of the requirement for hourly metering, non-hourly metered customers shall be subject 

to the rules and procedures for participation in the Emergency Load Response Program.  

Following completion of a Pilot Period, the alternate method shall be evaluated by the Office of 

the Interconnection to determine whether such alternate method should be included in the PJM 

Manuals as an accepted measurement mechanism for demand reductions in the Emergency Load 

Response Program. 

 

Emergency Load Response Participant Aggregation. 

 

The purpose for aggregation is to allow the participation of End-Use Customers in the 

Emergency Load Response Program that can provide less than 100 kW of demand response on 

an individual basis.  Emergency Load Response Participant aggregations shall be subject to the 

following requirements: 

 

 i. All End-Use Customers in an aggregation shall be specifically identified; 

 

 ii. All End-Use Customers in an aggregation shall be served by the same electric 

distribution company or Load Serving Entity where the electric distribution company is the Load 

Serving Entity for all End-Use Customers in the aggregation; 

 

 iii. All End-Use Customers in an aggregation that settle at Transmission Zone, 

existing load aggregate,  or node prices shall be located in the same Transmission Zone, existing 

load aggregate or at the same node, respectively; 

 

 iv. Energy settlement will be based on each individual customer‟s load reductions 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals.  Capacity 

compliance will be based on each individual customers‟ load reductions and then aggregated 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals; and 

 

 v. Each End-Use Customer site must meet the requirements for market participation 

by a Demand Resource. 

 

 vi. Certain aggregations of End-Use Customers registered as Full Program Option or 

Capacity Only Option are subject to the “Demand Response Transition Provision for RPM 

Delivery Years 2012/2013, 2013/2014, and 2014/2015” in Section 5.14A of Attachment DD of 

the Tariff. 



PJM Tariff  

Attachment DD 5.14  
Effective 11-7-2011, Version 5.2.2 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 

 

2. Acceptance of such Sell Offer in such BRA increases the total Unforced 

Capacity in the LDA in which such Resource will be located from a megawatt quantity below the 
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LDA Reliability Requirement to a megawatt quantity corresponding to a point on the VRR 

Curve where price is no greater than 0.40 times the applicable Net CONE divided by (one minus 

the pool-wide average EFORd); and 

 

3. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource equal to the lesser of: A) the price in such seller‟s Sell Offer for the BRA in 

which such resource qualified as a Planned Generation Capacity Resource; or B) 0.90 times the 

then-current Net CONE, on an Unforced Capacity basis, for such LDA. 

 

If the Sell Offer is submitted consistent with the foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all resources in the LDA receive the 

Capacity Resource Clearing Price.  

 

(ii) in the subsequent two BRAs, if the Resource clears, it shall receive the 

Capacity Resource Clearing Price for such LDA.  If the Resource does not 

clear, it shall be deemed resubmitted at the highest price per MW at which 

the Unforced Capacity of such Resource that cleared the first-year BRA 

will clear the subsequent-year BRA pursuant to the optimization algorithm 

described in section 5.12(a) of this Attachment, and it shall clear and shall 

be committed to the PJM Region in the amount cleared, plus any 

additional minimum-block quantity from its Sell Offer for such Delivery 

Year, but such additional amount shall be no greater than the portion of a 

minimum-block quantity, if any, from its first-year Sell Offer that is 

entitled to compensation for such first year pursuant to section 5.14(b) of 

this Attachment.  The Capacity Resource Clearing Price, and the resources 

cleared, shall be re-determined to reflect such resubmission.  In such case, 

the Resource submitted under this provision shall be paid for the entire 

committed quantity the Sell Offer price that it initially submitted in such 

subsequent BRA.  The difference between such Sell Offer Price and the 

Capacity Resource Clearing Price (as well as any difference between the 

cleared quantity and the committed quantity), will be treated as a Resource 

Make-Whole Payment in accordance with Section 5.14(b).  Other capacity 

resources that clear the BRA in such LDA receive the Capacity Resource 

Clearing Price as determined in Section 5.14(a). 

 

The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in 

the BRA for Delivery Year 3 shall not retroactively revoke the New Entry 

Price Adjustment for Delivery Year 2. 

 

For each Delivery Year that the foregoing conditions are satisfied, the 

Office of the Interconnection shall maintain and employ in the auction 

clearing for such LDA a separate VRR Curve, notwithstanding the 

outcome of the test referenced in Section 5.10(a)(ii) of this Attachment. 
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4) On or before October 1, 2011, PJM shall file with FERC under FPA 

section 205 revisions to this section 5.14(c) as determined necessary by PJM following a 

stakeholder process, to address concerns expressed by some parties that this provision in its 

current form may not provide adequate long-term revenue assurances to support new entry.  Any 

such changes also shall honor concerns expressed by FERC and others that any such revisions 

must not lead to undue price discrimination between existing and new resources.   

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   

 

 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE‟s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs‟ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 
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and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 

Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 
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determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 138,646 128,226 131,681 128,226 128,340 

CC $/MW-yr 175,250 154,870 164,375 154,870 154,870 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 

 

(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.980 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario shall be modified to dispatch the CC resource continuously during 

the full peak-hour period, as described in section 2.46, for each such period that the resource is 

economic (using the test set forth in such section), rather than only during the four-hour blocks 

within such period that such resource is economic, and the ancillary service revenues shall be 

$3198 per MW-year. 

 

(4) Any Sell Offer that is based on a Planned Generation Capacity Resource 

submitted in an RPM Auction for the first Delivery Year in which such resource qualifies as a 

Planned Generation Capacity Resource, or submitted in any RPM Auction for that or any 

subsequent Delivery Year until the offer first clears an RPM Auction, in any LDA for which a 

separate VRR Curve is established for use in the Base Residual Auction for the Delivery Year 

relevant to the RPM Auction in which such offer is submitted, and that is less than 90 percent of 

the applicable Net Asset Class Cost of New Entry or, if there is no applicable Net Asset Class 
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Cost of New Entry, less than 70 percent of the Net Asset Class Cost of New Entry for a 

combustion turbine generator as provided in subsection (h)(1) above  shall be set to equal 90 

percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 percent of such 

cost for a combustion turbine, where there is no otherwise applicable net asset class figure), 

unless the Capacity Market Seller obtains the prior determination from the Office of the 

Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions for Delivery Years beginning on or after June 1, 2014.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 

obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, nominal levelized, net cost of new entry were the 

resource to rely solely on revenues from PJM-administered markets .  The following process and 

requirements shall apply to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 

costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 
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certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller‟s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 

documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller‟s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer‟s competitive, cost-

based, fixed, nominal levelized, net cost of new entry is below the minimum offer level 

prescribed by subsection (4), based on competitive cost advantages relative to the costs 

estimated for subsection (4), including, without limitation, competitive cost advantages 

resulting from the Capacity Market Seller‟s business model, financial condition, tax 

status, access to capital or other similar conditions affecting the applicant‟s costs, or 

based on net revenues that are reasonably demonstrated hereunder to be higher than 

estimated for subsection (4).  Capacity Market Sellers shall be asked to demonstrate that 

claimed cost advantages or sources of net revenue that are irregular or anomalous, that do 

not reflect arm‟s-length transactions, or that are not in the ordinary course of the Capacity 

Market Seller‟s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 
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Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit‟s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 

 

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 

 

Export Customer‟s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  
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If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 

more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission‟s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 

the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer‟s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 
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Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 

 

BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider‟s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid monthly weekly to the recipient 

Qualified DR Providers by PJMSettlement during the relevant Transition Delivery 

Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider‟s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 

 

1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

2. The Qualified DR Provider must demonstrate to PJM‟s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider‟s notice pursuant to 

paragraph B above, 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  
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c. an aggregate amount that exceeds the amount for the same Transition Delivery 

Year which equals:  

(i) the amount to which the Qualified DR Provider was entitled for its 

Demand Resource at the applicable clearing price in the Base Residual 

Auction, plus any difference of (A) the amount the Qualified DR Provider is 

entitled to receive in payment for the previously cleared Demand Resource it 

designated as not viable in its notice pursuant to  paragraph B of this 

provision, minus (B) the amount the provider is obligated to pay for capacity 

resources it purchased in the Incremental Auctions to replace the Demand 

Resource the provider designated as not viable, plus 

(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Rresources (including, but not limited to, any 

Demand Resource which is the subject of a notice by the Qualified DR 

Provider to PJM pursuant to paragraph B above) that the Qualified DR 

Provider cleared in the applicable Base Residual Auction other than the 

resource designated as not viable in the provider‟s notice pursuant to 

paragraph (B) of this provision, 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference between of (A) the aggregate amount the Qualified DR 

Provider is entitled to receive in payment for any such other Demand 

Resource it cleared in the Base Residual Auction, and minus (B) the aggregate 

amount the provider is obligated to pay for capacity resources it purchased in 

the applicable Incremental Auctions to replace any such other Demand 

Resource the provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider‟s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 

 

2. Acceptance of such Sell Offer in such BRA increases the total Unforced 

Capacity in the LDA in which such Resource will be located from a megawatt quantity below the 
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LDA Reliability Requirement to a megawatt quantity corresponding to a point on the VRR 

Curve where price is no greater than 0.40 times the applicable Net CONE divided by (one minus 

the pool-wide average EFORd); and 

 

3. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource equal to the lesser of: A) the price in such seller‟s Sell Offer for the BRA in 

which such resource qualified as a Planned Generation Capacity Resource; or B) 0.90 times the 

then-current Net CONE, on an Unforced Capacity basis, for such LDA. 

 

If the Sell Offer is submitted consistent with the foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all resources in the LDA receive the 

Capacity Resource Clearing Price.  

 

(ii) in the subsequent two BRAs, if the Resource clears, it shall receive the 

Capacity Resource Clearing Price for such LDA.  If the Resource does not 

clear, it shall be deemed resubmitted at the highest price per MW at which 

the Unforced Capacity of such Resource that cleared the first-year BRA 

will clear the subsequent-year BRA pursuant to the optimization algorithm 

described in section 5.12(a) of this Attachment, and it shall clear and shall 

be committed to the PJM Region in the amount cleared, plus any 

additional minimum-block quantity from its Sell Offer for such Delivery 

Year, but such additional amount shall be no greater than the portion of a 

minimum-block quantity, if any, from its first-year Sell Offer that is 

entitled to compensation for such first year pursuant to section 5.14(b) of 

this Attachment.  The Capacity Resource Clearing Price, and the resources 

cleared, shall be re-determined to reflect such resubmission.  In such case, 

the Resource submitted under this provision shall be paid for the entire 

committed quantity the Sell Offer price that it initially submitted in such 

subsequent BRA.  The difference between such Sell Offer Price and the 

Capacity Resource Clearing Price (as well as any difference between the 

cleared quantity and the committed quantity), will be treated as a Resource 

Make-Whole Payment in accordance with Section 5.14(b).  Other capacity 

resources that clear the BRA in such LDA receive the Capacity Resource 

Clearing Price as determined in Section 5.14(a). 

 

The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in the 

BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for 

Delivery Year 2. 

 

For each Delivery Year that the foregoing conditions are satisfied, the Office of 

the Interconnection shall maintain and employ in the auction clearing for such LDA a separate 

VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of this 

Attachment. 
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4) On or before October 1, 2011, PJM shall file with FERC under FPA 

section 205 revisions to this section 5.14(c) as determined necessary by PJM following a 

stakeholder process, to address concerns expressed by some parties that this provision in its 

current form may not provide adequate long-term revenue assurances to support new entry.  Any 

such changes also shall honor concerns expressed by FERC and others that any such revisions 

must not lead to undue price discrimination between existing and new resources.   

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   

 

 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE‟s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs‟ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 
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and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 

Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 
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determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 138,646 128,226 131,681 128,226 128,340 

CC $/MW-yr 175,250 154,870 164,375 154,870 154,870 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 

 

(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.980 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario shall be modified to dispatch the CC resource continuously during 

the full peak-hour period, as described in section 2.46, for each such period that the resource is 

economic (using the test set forth in such section), rather than only during the four-hour blocks 

within such period that such resource is economic, and the ancillary service revenues shall be 

$3198 per MW-year. 

 

(4) Any Sell Offer that is based on  

 

(i) a Planned Generation Capacity Resource located in the PJM 

Region that is submitted in an RPM Auction for a Delivery Year unless a Sell Offer 

based on that resource has cleared an RPM Auction for that or any prior Delivery Year, 

or until a Sell Offer based on that resource clears an RPM auction for that or any 

subsequent Delivery Year; or  
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(ii)  a Planned External Generation Capacity Resource that requires 

sufficient transmission investment for delivery to the PJM Region to indicate a long-term 

commitment to providing capacity to the PJM Region, for the first Delivery Year in which 

such resource qualifies as a Planned External Generation Capacity Resource, or 

submitted in any RPM Auction for that or any subsequent Delivery Year until an offer 

based on that resource first clears an RPM Auction,  

 

in any LDA for which a separate VRR Curve is established for use in the Base Residual Auction 

for the Delivery Year relevant to the RPM Auction in which such offer is submitted, and that is 

less than 90 percent of the applicable Net Asset Class Cost of New Entry or, if there is no 

applicable Net Asset Class Cost of New Entry, less than 70 percent of the Net Asset Class Cost 

of New Entry for a combustion turbine generator as provided in subsection (h)(1) above  shall be 

set to equal 90 percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 

percent of such cost for a combustion turbine, where there is no otherwise applicable net asset 

class figure), unless the Capacity Market Seller obtains the prior determination from the Office 

of the Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions conducted after December 19, 2011, provided that the Net 

Asset Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or 

2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by the 

Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery Year.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 

obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, net cost of new entry were the resource to rely solely on 

revenues from PJM-administered markets .  The following process and requirements shall apply 

to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 
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costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 

certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller‟s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 

documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller‟s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer‟s competitive, cost-

based, fixed, net cost of new entry is below the minimum offer level prescribed by 

subsection (4), based on competitive cost advantages relative to the costs estimated for 

subsection (4), including, without limitation, competitive cost advantages resulting from 

the Capacity Market Seller‟s business model, financial condition, tax status, access to 

capital or other similar conditions affecting the applicant‟s costs, or based on net 

revenues that are reasonably demonstrated hereunder to be higher than estimated for 

subsection (4).  Capacity Market Sellers shall be asked to demonstrate that claimed cost 
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advantages or sources of net revenue that are irregular or anomalous, that do not reflect 

arm‟s-length transactions, or that are not in the ordinary course of the Capacity Market 

Seller‟s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 

Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit‟s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 

 

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 
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Export Customer‟s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  

 

If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 

more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission‟s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 
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the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer‟s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 

Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 

 

BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider‟s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid monthly weekly to the recipient 

Qualified DR Providers by PJMSettlement during the relevant Transition Delivery 

Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider‟s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 
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1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

2. The Qualified DR Provider must demonstrate to PJM‟s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider‟s notice pursuant to 

paragraph B above, 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

c. an aggregate amount that exceeds the amount for the same Transition Delivery 

Year which equals:  

(i) the amount to which the Qualified DR Provider was entitled for its 

Demand Resource at the applicable clearing price in the Base Residual 

Auction, plus any difference of (A) the amount the Qualified DR Provider is 

entitled to receive in payment for the previously cleared Demand Resource it 

designated as not viable in its notice pursuant to  paragraph B of this 

provision, minus (B) the amount the provider is obligated to pay for capacity 

resources it purchased in the Incremental Auctions to replace the Demand 

Resource the provider designated as not viable, plus 

(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Rresources (including, but not limited to, any 

Demand Resource which is the subject of a notice by the Qualified DR 

Provider to PJM pursuant to paragraph B above) that the Qualified DR 

Provider cleared in the applicable Base Residual Auction other than the 

resource designated as not viable in the provider‟s notice pursuant to 

paragraph (B) of this provision, 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference between of (A) the aggregate amount the Qualified DR 

Provider is entitled to receive in payment for any such other Demand 

Resource it cleared in the Base Residual Auction, and minus (B) the aggregate 

amount the provider is obligated to pay for capacity resources it purchased in 

the applicable Incremental Auctions to replace any such other Demand 

Resource the provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 
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and received through the end of the month just ended. The DR Provider‟s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 
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2. All or any part of a Sell Offer from the Planned Generation Capacity 

Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the 

Capacity Resource Clearing Price for the LDA. 

 

3. Acceptance of all or any part of a Sell Offer that meets the conditions in 

section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA 

(including any minimum block quantity) for the LDA in which such Resource will be located 

from a megawatt quantity below the LDA Reliability Requirement to a megawatt quantity at or 

above a megawatt quantity at the price-quantity point on the VRR Curve at which the price is 

0.40 times the applicable Net CONE divided by (one minus the pool-wide average EFORd); and 

 

4. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of: 

A) the price in such seller‟s Sell Offer for the BRA in which such resource qualified as a Planned 

Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90 

times the Net CONE applicable in the first BRA in which such Planned Generation Capacity 

Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity 

basis, for such LDA. 

 

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the 

foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all cleared resources in the LDA receive 

the Capacity Resource Clearing Price set by the Sell Offer as the marginal 

offer, in accordance with sections 5.12(a) and 5.14(a).  

 

(ii) in either of the subsequent two BRAs, if any part of the Sell Offer from 

the Resource clears, it shall receive the Capacity Resource Clearing Price 

for such LDA for its cleared capacity and for any additional minimum 

block quantity pursuant to section 5.14(b); or 

 

(iii) if the Resource does not clear, it shall be deemed resubmitted at the 

highest price per MW-day at which the megawatt quantity of Unforced 

Capacity of such Resource that cleared the first-year BRA will clear the 

subsequent-year BRA pursuant to the optimization algorithm described in 

section 5.12(a) of this Attachment, and  

 

(iv) the resource with its Sell Offer submitted shall clear and shall be 

committed to the PJM Region in the amount cleared, plus any additional 

minimum-block quantity from its Sell Offer for such Delivery Year, but 

such additional amount shall be no greater than the portion of a minimum-

block quantity, if any, from its first-year Sell Offer satisfying section 

5.14(c)(1)-(3) that is entitled to compensation pursuant to section 5.14(b) 

of this Attachment; and 
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(v) the Capacity Resource Clearing Price, and the resources cleared, shall be 

re-determined to reflect the resubmitted Sell Offer.  In such case, the 

Resource for which the Sell Offer is submitted pursuant to section 

5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell 

Offer price that it initially submitted in such subsequent BRA.  The 

difference between such Sell Offer price and the Capacity Resource 

Clearing Price (as well as any difference between the cleared quantity and 

the committed quantity), will be treated as a Resource Make-Whole 

Payment in accordance with Section 5.14(b).  Other capacity resources 

that clear the BRA in such LDA receive the Capacity Resource Clearing 

Price as determined in Section 5.14(a). 

 

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in 

the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for 

Delivery Year 2.  However, the failure to submit a Sell Offer consistent with section 5.14(c)(4) 

in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing 

Adjustment for Delivery Years 2 and 3. 

 

7. For each Delivery Year that the foregoing conditions are satisfied, the 

Office of the Interconnection shall maintain and employ in the auction clearing for such LDA a 

separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of 

this Attachment. 

 

8. On or before August 1, 2012, PJM shall file with FERC under FPA 

section 205, as determined necessary by PJM following a stakeholder process, tariff changes to 

establish a long-term auction process as a not unduly discriminatory means to provide adequate 

long-term revenue assurances to support new entry, as a supplement to or replacement of this 

New Entry Price Adjustment.    

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   
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 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE‟s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs‟ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 

and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 
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Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 

determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 138,646 128,226 131,681 128,226 128,340 

CC $/MW-yr 175,250 154,870 164,375 154,870 154,870 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 
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(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be 

modified to dispatch the CC resource continuously during the full peak-hour period, as described 

in section 2.46, for each such period that the resource is economic (using the test set forth in such 

section), rather than only during the four-hour blocks within such period that such resource is 

economic, and the ancillary service revenues shall be $3198 per MW-year. 

 

(4) Any Sell Offer that is based on  

 

(i) a Planned Generation Capacity Resource located in the PJM 

Region that is submitted in an RPM Auction for a Delivery Year unless a Sell Offer based 

on that resource has cleared an RPM Auction for that or any prior Delivery Year, or 

until a Sell Offer based on that resource clears an RPM auction for that or any 

subsequent Delivery Year; or 

 

(ii)  a Planned External Generation Capacity Resource that requires 

sufficient transmission investment for delivery to the PJM Region to indicate a long-term 

commitment to providing capacity to the PJM Region, for the first Delivery Year in which 

such resource qualifies as a Planned External Generation Capacity Resource, or 

submitted in any RPM Auction for that or any subsequent Delivery Year until an offer 

based on that resource first clears an RPM Auction,  

 

in any LDA for which a separate VRR Curve is established for use in the Base Residual Auction 

for the Delivery Year relevant to the RPM Auction in which such offer is submitted, and that is 

less than 90 percent of the applicable Net Asset Class Cost of New Entry or, if there is no 

applicable Net Asset Class Cost of New Entry, less than 70 percent of the Net Asset Class Cost 

of New Entry for a combustion turbine generator as provided in subsection (h)(1) above  shall be 

set to equal 90 percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 

percent of such cost for a combustion turbine, where there is no otherwise applicable net asset 

class figure), unless the Capacity Market Seller obtains the prior determination from the Office 

of the Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions conducted after December 19, 2011, provided that the Net 

Asset Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or 

2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by the 

Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery Year.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 
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obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, net cost of new entry were the resource to rely solely on 

revenues from PJM-administered markets .  The following process and requirements shall apply 

to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 

costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 

certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller‟s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 
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documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller‟s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer‟s competitive, cost-

based, fixed, net cost of new entry is below the minimum offer level prescribed by 

subsection (4), based on competitive cost advantages relative to the costs estimated for 

subsection (4), including, without limitation, competitive cost advantages resulting from 

the Capacity Market Seller‟s business model, financial condition, tax status, access to 

capital or other similar conditions affecting the applicant‟s costs, or based on net 

revenues that are reasonably demonstrated hereunder to be higher than estimated for 

subsection (4).  Capacity Market Sellers shall be asked to demonstrate that claimed cost 

advantages or sources of net revenue that are irregular or anomalous, that do not reflect 

arm‟s-length transactions, or that are not in the ordinary course of the Capacity Market 

Seller‟s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 

Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit‟s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 
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Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 

 

Export Customer‟s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  

 

If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 
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more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission‟s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 

the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer‟s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 

Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 
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BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider‟s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid monthly weekly to the recipient 

Qualified DR Providers by PJMSettlement during the relevant Transition Delivery 

Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider‟s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 

 

1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

 

2. The Qualified DR Provider must demonstrate to PJM‟s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

 

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider‟s notice pursuant to 

paragraph B above, 

 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

 

c. an aggregate amount that exceeds the amount for the same Transition Delivery 

Year which equals:  

 

(i) the amount to which the Qualified DR Provider was entitled for its 

Demand Resource at the applicable clearing price in the Base Residual 

Auction, plus any difference of (A) the amount the Qualified DR Provider is 

entitled to receive in payment for the previously cleared Demand Resource it 

designated as not viable in its notice pursuant to  paragraph B of this 
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provision, minus (B) the amount the provider is obligated to pay for capacity 

resources it purchased in the Incremental Auctions to replace the Demand 

Resource the provider designated as not viable, plus 

 

(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand rResources (including, but not limited to, any 

Demand Resource which is the subject of a notice by the Qualified DR 

Provider to PJM pursuant to paragraph B above) that the Qualified DR 

Provider cleared in the applicable Base Residual Auction other than the 

resource designated as not viable in the provider‟s notice pursuant to 

paragraph (B) of this provision, 

 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference between of (A) the aggregate amount the Qualified DR 

Provider is entitled to receive in payment for any such other Demand 

Resource it cleared in the Base Residual Auction, and minus (B) the aggregate 

amount the provider is obligated to pay for capacity resources it purchased in 

the applicable Incremental Auctions to replace any such other Demand 

Resource the provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider‟s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 
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2. All or any part of a Sell Offer from the Planned Generation Capacity 

Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the 

Capacity Resource Clearing Price for the LDA. 

 

3. Acceptance of all or any part of a Sell Offer that meets the conditions in 

section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA 

(including any minimum block quantity) for the LDA in which such Resource will be located 

from a megawatt quantity below the LDA Reliability Requirement to a megawatt quantity at or 

above a megawatt quantity at the price-quantity point on the VRR Curve at which the price is 

0.40 times the applicable Net CONE divided by (one minus the pool-wide average EFORd); and 

 

4. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of: 

A) the price in such seller‟s Sell Offer for the BRA in which such resource qualified as a Planned 

Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90 

times the Net CONE applicable in the first BRA in which such Planned Generation Capacity 

Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity 

basis, for such LDA. 

 

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the 

foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all cleared resources in the LDA receive 

the Capacity Resource Clearing Price set by the Sell Offer as the marginal 

offer, in accordance with sections 5.12(a) and 5.14(a).  

 

(ii) in either of the subsequent two BRAs, if any part of the Sell Offer from 

the Resource clears, it shall receive the Capacity Resource Clearing Price 

for such LDA for its cleared capacity and for any additional minimum 

block quantity pursuant to section 5.14(b); or 

 

(iii) if the Resource does not clear, it shall be deemed resubmitted at the 

highest price per MW-day at which the megawatt quantity of Unforced 

Capacity of such Resource that cleared the first-year BRA will clear the 

subsequent-year BRA pursuant to the optimization algorithm described in 

section 5.12(a) of this Attachment, and  

 

(iv) the resource with its Sell Offer submitted shall clear and shall be 

committed to the PJM Region in the amount cleared, plus any additional 

minimum-block quantity from its Sell Offer for such Delivery Year, but 

such additional amount shall be no greater than the portion of a minimum-

block quantity, if any, from its first-year Sell Offer satisfying section 

5.14(c)(1)-(3) that is entitled to compensation pursuant to section 5.14(b) 

of this Attachment; and 
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(v) the Capacity Resource Clearing Price, and the resources cleared, shall be 

re-determined to reflect the resubmitted Sell Offer.  In such case, the 

Resource for which the Sell Offer is submitted pursuant to section 

5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell 

Offer price that it initially submitted in such subsequent BRA.  The 

difference between such Sell Offer price and the Capacity Resource 

Clearing Price (as well as any difference between the cleared quantity and 

the committed quantity), will be treated as a Resource Make-Whole 

Payment in accordance with Section 5.14(b).  Other capacity resources 

that clear the BRA in such LDA receive the Capacity Resource Clearing 

Price as determined in Section 5.14(a). 

 

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in 

the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for 

Delivery Year 2.  However, the failure to submit a Sell Offer consistent with section 5.14(c)(4) 

in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing 

Adjustment for Delivery Years 2 and 3. 

 

7. For each Delivery Year that the foregoing conditions are satisfied, the 

Office of the Interconnection shall maintain and employ in the auction clearing for such LDA a 

separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of 

this Attachment. 

 

8. On or before August 1, 2012, PJM shall file with FERC under FPA 

section 205, as determined necessary by PJM following a stakeholder process, tariff changes to 

establish a long-term auction process as a not unduly discriminatory means to provide adequate 

long-term revenue assurances to support new entry, as a supplement to or replacement of this 

New Entry Price Adjustment.    

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   
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 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE‟s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs‟ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 

and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 
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Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 

determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 134,000 123,7000 123,500 130,100 111,000 

CC $/MW-yr 168,200 147,600 162,200 161,800 143,800 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 
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(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be 

modified to dispatch the CC resource continuously during the full peak-hour period, as described 

in section 2.46, for each such period that the resource is economic (using the test set forth in such 

section), rather than only during the four-hour blocks within such period that such resource is 

economic, and the ancillary service revenues shall be $3198 per MW-year. 

 

(4) Any Sell Offer that is based on  

 

(i) a Planned Generation Capacity Resource located in the PJM 

Region that is submitted in an RPM Auction for a Delivery Year unless a Sell Offer based 

on that resource has cleared an RPM Auction for that or any prior Delivery Year, or 

until a Sell Offer based on that resource clears an RPM auction for that or any 

subsequent Delivery Year; or 

 

(ii)  a Planned External Generation Capacity Resource that requires 

sufficient transmission investment for delivery to the PJM Region to indicate a long-term 

commitment to providing capacity to the PJM Region, for the first Delivery Year in which 

such resource qualifies as a Planned External Generation Capacity Resource, or 

submitted in any RPM Auction for that or any subsequent Delivery Year until an offer 

based on that resource first clears an RPM Auction,  

 

in any LDA for which a separate VRR Curve is established for use in the Base Residual Auction 

for the Delivery Year relevant to the RPM Auction in which such offer is submitted, and that is 

less than 90 percent of the applicable Net Asset Class Cost of New Entry or, if there is no 

applicable Net Asset Class Cost of New Entry, less than 70 percent of the Net Asset Class Cost 

of New Entry for a combustion turbine generator as provided in subsection (h)(1) above  shall be 

set to equal 90 percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 

percent of such cost for a combustion turbine, where there is no otherwise applicable net asset 

class figure), unless the Capacity Market Seller obtains the prior determination from the Office 

of the Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions conducted after December 19, 2011, provided that the Net 

Asset Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or 

2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by the 

Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery Year.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 
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obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, net cost of new entry were the resource to rely solely on 

revenues from PJM-administered markets .  The following process and requirements shall apply 

to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 

costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 

certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller‟s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 
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documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller‟s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer‟s competitive, cost-

based, fixed, net cost of new entry is below the minimum offer level prescribed by 

subsection (4), based on competitive cost advantages relative to the costs estimated for 

subsection (4), including, without limitation, competitive cost advantages resulting from 

the Capacity Market Seller‟s business model, financial condition, tax status, access to 

capital or other similar conditions affecting the applicant‟s costs, or based on net 

revenues that are reasonably demonstrated hereunder to be higher than estimated for 

subsection (4).  Capacity Market Sellers shall be asked to demonstrate that claimed cost 

advantages or sources of net revenue that are irregular or anomalous, that do not reflect 

arm‟s-length transactions, or that are not in the ordinary course of the Capacity Market 

Seller‟s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 

Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit‟s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 
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Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 

 

Export Customer‟s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  

 

If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 
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more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission‟s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 

the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer‟s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 

Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 
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BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider‟s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider‟s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid monthly weekly to the recipient 

Qualified DR Providers by PJMSettlement during the relevant Transition Delivery 

Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider‟s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 

 

1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

 

2. The Qualified DR Provider must demonstrate to PJM‟s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

 

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider‟s notice pursuant to 

paragraph B above, 

 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

 

c. an aggregate amount that exceeds the amount for the same Transition Delivery 

Year which equals:  

 

(i) the amount to which the Qualified DR Provider was entitled for its 

Demand Resource at the applicable clearing price in the Base Residual 

Auction, plus any difference of (A) the amount the Qualified DR Provider is 

entitled to receive in payment for the previously cleared Demand Resource it 

designated as not viable in its notice pursuant to  paragraph B of this 
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provision, minus (B) the amount the provider is obligated to pay for capacity 

resources it purchased in the Incremental Auctions to replace the Demand 

Resource the provider designated as not viable, plus 

 

(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Rresources (including, but not limited to, any 

Demand Resource which is the subject of a notice by the Qualified DR 

Provider to PJM pursuant to paragraph B above) that the Qualified DR 

Provider cleared in the applicable Base Residual Auction other than the 

resource designated as not viable in the provider‟s notice pursuant to 

paragraph (B) of this provision, 

 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference between of (A) the aggregate amount the Qualified DR 

Provider is entitled to receive in payment for any such other Demand 

Resource it cleared in the Base Residual Auction, and minus (B) the aggregate 

amount the provider is obligated to pay for capacity resources it purchased in 

the applicable Incremental Auctions to replace any such other Demand 

Resource the provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider‟s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back for the 

purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for Load 

Management resources registered as Emergency Load Response Full Program Option or 

Capacity Only resources which occur from June 1 through September 30, will be added back for 

the purpose of calculating peak load for capacity for the following Delivery Year, as set forth in 

the PJM Manuals and consistent with the load response recognized for capacity compliance as 

set forth in the Reporting and Compliance provisions below.  Capacity Only resources are Full 

Program Option resources that do not receive an energy payment for load reductions during an 

emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load Response 

Full Program Option or Capacity Only resources used to determine Load Management event and 

test capacity compliance for Firm Service Level and Guaranteed Load Drop end-use customers 

shall be equal to the load reduction provided to the electric distribution company as follows and 

in accordance with the PJM Manuals:  

 

i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 

best represent what the load would have been if PJM did not declare a Load Management 

event or the CSP did not initiate a test as outlined in the PJM Manuals, minus the metered 

load (“Load”) and then multiplied by the loss factor (“LF”) or (b) the current Delivery 

Year peak load contribution (“PLC”) minus the metered load multiplied by the loss factor 

(“LF”).  A load reduction will only be recognized for capacity compliance if the metered 

load multiplied by the loss factor is less than the current Delivery Year peak load 

contribution.  The calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 

customers include the following: 

 

 Comparable Day:  A single weekday that is comparable to the event or test 

day and accurately represents what the customer‟s load would have been 

absent the event or test. 

 Same Day:  The customer„s average hourly integrated consumption during 

specified hours on the same day as an emergency or test event.  

 Customer Baseline:  The estimated baseline used to calculate load 

reductions for end-use customers registered with PJM as economic 

demand resources.  

 Regression Analysis:  An estimate, based on a regression analysis of the 

customer‟s actual loads versus weather, of what the customer‟s load would 

have been, had PJM not declared an emergency or test.  
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 Generation:  The hourly integrated output from a generator used to reduce 

the customer‟s consumption of energy from PJM during an emergency or 

test event if the generator would not have otherwise been used on the 

event or test day.  

Each of these methodologies is described in greater detail in Manual M-19, PJM Manual 

for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.  

 

ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss factor 

(“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as Emergency Load 

Response Full Program Option, as determined in accordance with these Reporting and 

Compliance provisions, shall not affect energy payments to such resources for load reductions 

during an emergency event, as provided in the Market Settlements provisions above and 

Attachment DD of the Tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website.  

 

PJM will post on its website a report of demand response activity, and will provide a summary 

thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving Entities 

pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will post on its website 

a list of those Relevant Electric Retail Regulatory Authorities that the electric distribution 

companies or Load Serving Entities assert prohibit or condition retail participation in PJM‟s 

Emergency Load Response Program together with a corresponding reference to the Relevant 

Electric Retail Regulatory Authority evidence that is provided to PJM by the electric distribution 

companies or Load Serving Entities. 
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PJM EMERGENCY LOAD RESPONSE PROGRAM 

 

 

Emergency Load Response Program  

 

The Emergency Load Response Program is designed to provide a method by which end-

use customers may be compensated by PJM for reducing load during an emergency 

event.  As used in the Emergency Load Response Program, the term “end-use customer” 

refers to an individual location or aggregation of locations that consume electricity as 

identified by a unique electric distribution company account number.  There are two 

options for participation in the Emergency Load Response Program: 

 

 Full Program Option 

 

Participants in the Full Program Option receive, pursuant to Attachment DD of 

the Tariff and as applicable, (i) an energy payment for load reductions during an 

emergency event, and (ii) a capacity payment for load reductions during an 

emergency event measured as set forth in the Reporting and Compliance 

provisions below. 

 

 Energy Only Option 

 

Participants in the Energy Only Option receive only an energy payment for load 

reductions during an emergency event. 

 

Participant Qualifications 

 

Two primary types of distributed resources are candidates to participate in either of the 

two options provided by the Emergency Load Response Program:  

 

On-Site Generators 

 

These generators (including Behind The Meter Generation) can be either 

synchronized or non-synchronized to the grid.  Capacity Resources are not 

eligible for compensation under this program.  Injections into the grid by 

local generators also will not be eligible for compensation under this 

program.  

 

Load Reductions 

 

A participant that has the ability to reduce a measurable and verifiable 

portion of its load, as metered on an EDC account basis. 

 

PJM membership is required to participate in either of the two options provided by the 

Emergency Load Response Program. Members or Special Members may participate in 

the Emergency Load Response Program by complying with all of the requirements of the 
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applicable Relevant Electric Retail Regulatory Authority and all other applicable federal, 

state and local regulatory entities together with the Emergency Load Response provisions 

herein, including, but not limited to, the Registration section. Special membership 

provisions have been established for program participants in the Energy Only Option, as 

described below.  The special membership provisions shall not apply to program 

participants in the Full Program Option.  Any existing PJM Member may act as a third 

party for non-members, in which case the third party will be referred to as the 

Curtailment Service Provider (CSP). All payments are made to the PJM Member. 

Participants must become signatories to the PJM Operating Agreement, as described in 

the PJM Manual for Administrative Services for the Operating Agreement of the PJM 

Interconnection, L.L.C. However, for special members the $5,000 annual membership 

fee, the $1,500 application fee, and liability for Member defaults are waived, along with 

the following other modifications: 

 

Special Members are limited to be PJM market sellers; 

Voting privileges and sector designation are waived; 

Thirty day notice for waiting period is waived; 

Requirement for 24/7 control center coverage is waived; 

No PJM-supported user group capability is permitted. 

 

To participate in either of the two options provided by the Emergency Load Response 

Program, the distributed resource must: 

 

Be capable of reducing at least 100 kW of load 

Be capable of receiving PJM notification to participate during emergency 

conditions. 

 

Metering Requirements 

 

The Curtailment Service Provider is responsible to ensure that the Emergency Load 

Response Program Participants have metering equipment that provides integrated hourly 

kWh values on an electric distribution company account basis.  The metering equipment 

shall either meet the electric distribution company requirements for accuracy or have a 

maximum error of two percent over the full range of the metering equipment (including 

Potential Transformers and Current Transformers) and the metering equipment and 

associated data shall meet the requirements set forth herein and in the PJM Manuals.  The 

Emergency Load Response Participant must meter reductions in demand by using either 

of the following two methods: 

 

 a) Using metering equipment that is capable of recording integrated hourly 

values for generation running to serve local load (net of that used by the generator); or 

 

 b) Using metering equipment that provides actual load change by measuring 

actual load before and after the reduction request, such that there is a valid integrated 

hourly value for the hour prior to the event and each hour during the event. This value 
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cannot be estimated nor can it be averaged over some historical period.  This load will be 

metered on an electric distribution company account basis. 

 

Metered load reductions will be adjusted up to consider transmission and distribution 

losses as submitted by the Curtailment Service Provider and verified by PJM with the 

electric distribution company.  

 

The installed metering equipment must be one of the following: 

 

 a) Metering equipment used for retail electric service;  

 

 b) Customer-owned metering equipment or metering equipment acquired by 

the Curtailment Service Provider, approved by PJM, that is read electronically by PJM, in 

accordance with the requirements herein and in the PJM Manuals; or 

 

 c) Customer-owned metering equipment or metering equipment acquired by 

the Curtailment Service Provider, approved by PJM, that is read by the customer (or the 

Curtailment Service Provider), and such readings are then forwarded to PJM, in 

accordance with the requirements set forth herein and in the PJM Manuals. 

 

Nothing herein changes the existence of one recognized meter by the state commissions 

as the official billing meter for recording consumption. 

 

Registration 

 

1. Participants must complete the PJM Emergency Load Response Program Registration 

Form (“Emergency Registration Form”) that is posted on the PJM website 

(www.pjm.com)for each end-use customer, or aggregation of end-use customers, 

pursuant to the requirements set forth in the PJM Manuals. Because of the required 

electric distribution company and Load Serving Entity ten business day review period, as 

described herein, Participants should submit completed PJM Emergency Load Response 

Program Registration Forms to the Office of the Interconnection no later than eleven 

business days prior to the applicable Load Management registration deadline as 

established by the Office of the Interconnection, given that the electric distribution 

company and load serving entity must comply with a ten business day review period. To 

the extent that a completed PJM Emergency Load Response Program Registration Form 

is submitted to the Office of the Interconnection with ten or fewer business days 

remaining prior to the applicable Load Management registration deadline as established 

by the Office of the Interconnection, then the registration will be rejected by the Office of 

the Interconnection unless the electric distribution company or Load Serving Entity has 

verified the registration prior to the registration deadline. Incomplete PJM Emergency 

Load Response Program Registration Forms will be rejected by the Office of the 

Interconnection.  The following general steps will be followed: 

 

2. For end-use customers of an electric distribution company that distributed more than 4 

million MWh in the previous fiscal year: 
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 a. The participant completes the Emergency Registration Form located on 

the PJM website.  PJM reviews the application and ensures that the qualifications are 

met, including verifying that the appropriate metering exists. After confirming that an 

entity has met all of the qualifications to be an Emergency Load Response Participant, 

PJM shall notify the appropriate Load Serving Entity and electric distribution company of 

an Emergency Load Response Participant's registration and request verification as to 

whether the load that may be reduced is under other contractual obligations or subject to 

laws or regulations of the Relevant Electric Retail Regulatory Authority that prohibit or 

condition the end-use customer’s participation in PJM’s Emergency Load Response 

Program pursuant to the process described below. The electric distribution company and 

Load Serving Entity have ten business days to respond. Other such contractual 

obligations may not preclude participation in the program, but may require special 

consideration by PJM such that appropriate settlements are made within the confines of 

such existing contracts.  An electric distribution company or Load Serving Entity which 

seeks to assert that the laws or regulations of the Relevant Electric Retail Regulatory 

Authority prohibit or condition (which condition the electric distribution company or 

Load Serving Entity asserts has not been satisfied) an end-use customer’s participation in 

PJM’s Emergency Load Response Program shall provide to PJM, within the referenced 

ten business day review period, either:  (a) an order, resolution or ordinance of the 

Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use 

customer's participation, (b) an opinion of the Relevant Electric Retail Regulatory 

Authority’s legal counsel attesting to the existence of a regulation or law prohibiting or 

conditioning the end-use customer's participation, or (c) an opinion of the state Attorney 

General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 

existence of a regulation or law prohibiting or conditioning the end-use customer's 

participation.   

 

i. If evidence provided by an electric distribution company or Load 

Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation 

prohibits or conditions (which condition the electric distribution 

company or Load Serving Entity asserts has not been satisfied) the 

end-use customer's participation and is received by the Office of 

the Interconnection on or after the Interruptible Load for 

Reliability registration deadline established by the Office of the 

Interconnection for the next applicable Delivery Year, then the 

existing Emergency Load Response Participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability 

Assurance Agreement) will remain in effect for the applicable 

Delivery Year.  If evidence provided by an electric distribution 

company or Load Serving Entity to the Office of the 

Interconnection indicates that a Relevant Electric Retail 

Regulatory Authority law or regulation prohibits or conditions 

(which condition the electric distribution company or Load Serving 

Entity asserts has not been satisfied) the end-use customer's 
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participation and is received by the Office of the Interconnection 

before the Interruptible Load for Reliability registration deadline 

established by the Office of the Interconnection for the applicable 

Delivery Year, then the existing Emergency Load Response 

participant's registration for Interruptible Load for Reliability (as 

defined in the Reliability Assurance Agreement) participation shall 

be deemed to be terminated for the applicable Delivery Year.   

 

ii. If evidence provided by an electric distribution company or Load 

Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation 

prohibits or conditions (which condition the electric distribution 

company or Load Serving Entity asserts has not been satisfied) the 

end-use customer’s participation and is received by the Office of 

the Interconnection on or after June 1 of the applicable Delivery 

Year, then the existing end-use customer’s registration for Demand 

Resource (as defined in the Reliability Assurance Agreement) will 

remain in effect for the applicable Delivery Year.  If evidence 

provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or 

Load Serving Entity asserts has not been satisfied) the end-use 

customer’s participation and is received by the Office of the 

Interconnection before June 1 of the applicable Delivery Year and 

the Curtailment Service Provider does not provide supporting 

documentation to the Office of the Interconnection before June 1 

of the applicable Delivery Year demonstrating that the Curtailment 

Service Provider had an executed contract with the end-use 

customer for Demand Resource participation before the date the 

Demand Resource cleared the applicable Reliability Pricing Model 

Auction, and that the date that the Demand Resource cleared the 

applicable Reliability Pricing Model Auction was prior to the 

effective date of the Relevant Electric Retail Regulatory Authority 

law or regulation prohibiting or conditioning the end-use 

customer’s participation, then, unless the below exception applies, 

the existing end-use customer’s registration for Demand Resource 

participation shall be deemed to be terminated for the applicable 

Delivery Year, and the Curtailment Service Provider will be 

subject to the Reliability Pricing Model provisions, as specified in 

Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment 
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Service Providers’ Demand Resource obligations that were cleared 

in the Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or 

Load Serving Entity within the referenced ten business day review period, the Office of 

the Interconnection shall assume that the load to be reduced is not subject to other 

contractual obligations or to laws or regulations of the Relevant Electric Retail 

Regulatory Authority that prohibit or condition the end-use customer’s participation in 

PJM’s Emergency Load Response Program, and the Office of the Interconnection shall 

accept the registration, provided it meets all other Emergency Load Response Program 

requirements. 

 

 c. For those registrations terminated pursuant to this section, all Emergency 

Load Response Participant activity incurred prior to the termination date of the 

registration shall be settled by PJM in accordance with the terms and conditions 

contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 

3. For end-use customers of an electric distribution company that distributed 4 million 

MWh or less in the previous fiscal year: 

 

 a. The Participant completes the Emergency Registration Form located on 

the PJM website. PJM reviews the application and ensures that the qualifications are met, 

including verifying that the appropriate metering exists. After confirming that an entity 

has met all of the qualifications to be an Emergency Load Response Participant, PJM 

shall notify the appropriate Load Serving Entity and electric distribution company of an 

Emergency Load Response Participant’s registration and request verification as to 

whether the load that may be reduced is under other contractual obligations and is 

permitted to participate by the Relevant Electric Retail Regulatory Authority pursuant to 

the process described below. The electric distribution company and Load Serving Entity 

have ten business days to respond. Other such contractual obligations may not preclude 

participation in the program, but may require special consideration by PJM such that 

appropriate settlements are made within the confines of such existing contracts.  If the 

electric distribution company or Load Serving Entity verifies that the load that may be 

reduced is permitted or conditionally permitted (which condition the electric distribution 

company or Load Serving Entity asserts has been satisfied) to participate in the 

Emergency Load Response Program, then the electric distribution company or Load 

Serving Entity must provide to the Office of the Interconnection within the referenced ten 

business day review period either:  (a) an order, resolution or ordinance of the Relevant 

Electric Retail Regulatory Authority permitting or conditionally permitting the end-use 

customer’s participation, (b) an opinion of the Relevant Electric Retail Regulatory 

Authority’s legal counsel attesting to the existence of a regulation or law permitting or 

conditionally permitting the end-use customer’s participation, or (c) an opinion of the 

state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 

attesting to the existence of a regulation or law permitting or conditionally permitting the 

end-use customer’s participation. 
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i. If the electric distribution company or Load Serving Entity denies 

the Interruptible Load for Reliability (as defined in the Reliability 

Assurance Agreement) registration before the Interruptible Load 

for Reliability registration deadline as established by the Office of 

the Interconnection for the applicable Delivery Year because the 

electric distribution company or Load Serving Entity asserts that 

the Relevant Electric Retail Regulatory Authority has not granted 

permission or conditional permission for the end-use customer’s 

participation or the electric distribution company or Load Serving 

Entity asserts that the end-use customer has not satisfied 

conditional permission requirements, then the existing Emergency 

Load Response Participant’s registration for Interruptible Load for 

Reliability participation shall be deemed to be terminated for the 

applicable Delivery Year.  If it is able to do so in compliance with 

all Emergency Load Response Program requirements, including 

the registration requirements, the participant may submit a new 

registration to the Office of the Interconnection for consideration if 

a prior registration has been rejected pursuant to the terms of the 

Emergency Load Response Program provisions. 

 

ii. If the electric distribution company or Load Serving Entity denies 

the end-use customer’s Demand Resource (as defined in the 

Reliability Assurance Agreement) registration before June 1 of the 

applicable Delivery Year and the Curtailment Service Provider 

does not provide the above referenced Relevant Electric Retail 

Regulatory Authority evidence  to the Office of the 

Interconnection before June 1 of the applicable Delivery Year 

demonstrating that the Curtailment Service Provider had Relevant 

Electric Retail Regulatory Authority permission or conditional 

permission (which condition the electric distribution company or 

Load Serving Entity asserts has been satisfied) for the end-use 

customer’s participation and an executed contract with the end-use 

customer Demand Resource before the date the Demand Resource 

cleared the applicable Reliability Pricing Model Auction  then, 

unless the below exception applies, the existing end-use 

customer’s registration for Demand Resource registration for 

Demand Resource participation shall be deemed to be terminated 

for the applicable Delivery Year and the Curtailment Service 

Provider will be subject to the Reliability Pricing Model 

provisions, as specified in Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment 

Service Providers’ Demand Resource obligations that were cleared 

in the Reliability Pricing Model Auctions prior to August 28, 2009. 
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 b. In the absence of a response from the electric distribution company or 

Load Serving Entity within the referenced ten business day review period, the Office of 

the Interconnection shall reject the registration.  If it is able to do so in compliance with 

all of the Emergency Load Response Program requirements, including the registration 

section, the Emergency Load Response Participant may submit a new registration to the 

Office of the Interconnection for consideration if a prior registration has been rejected 

pursuant to the terms of the Emergency Load Response Program provisions. 

 

 c. For those registrations terminated pursuant to this section, all Emergency 

Load Response participant activity incurred prior to the termination date of the 

registration shall be settled by PJMSettlement in accordance with the terms and 

conditions contained in the PJM Tariff, PJM Operating Agreement and PJM Manuals. 

 

4.  PJM informs the requesting participant of acceptance into the program and notifies the 

appropriate Load Serving Entity and electric distribution company of the requesting 

participant’s acceptance into the program, or notifies the requesting participant and 

appropriate Load Serving Entity and electric distribution company of PJM’s rejection of 

the requesting participant’s registration. 

 

5.  Any end-use customer intending to run distributed generating units in support of local 

load for the purpose of participating in this program must represent in writing to PJM that 

it holds all applicable environmental and use permits for running those generators.  

Continuing participation in this program will be deemed as a continuing representation by 

the owner that each time its distributed generating unit is run in accordance with this 

program, it is being run in compliance with all applicable permits, including any 

emissions, run-time limit or other constraint on plant operations that may be imposed by 

such permits. 

 

Emergency Load Response Registrations in Effect as of August 28, 2009 

 

All existing Emergency Load Response Participants’ registrations submitted to PJM prior 

to August 28, 2009 (the effective date of Wholesale Competition in Regions with 

Organized Electric Markets, Order 719-A, 128 FERC ¶ 61,059 (2009) (“Order 719-A”)) 

for Load Management participation in the 2009/2010 Delivery Year will remain effective 

for that Delivery Year. 

 

Emergency Operations 

 

PJM will initiate the request for load reduction following the declaration of Maximum 

Emergency Generation and prior to the implementation of Load Management Steps 1 and 

2. (Implementation of the Emergency Load Response Program can be used for regional 

emergencies.) It is implemented whenever generation is needed that is greater than the 

highest economic incremental cost.  PJM posts the request for load reduction on the PJM 

website, on the Emergency Conditions page, and on eData, and issues a burst email to the 

Emergency Load Response majordomo.  A separate All-Call message is also issued.  
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Following PJM’s request to reduce load, (i) participants in the Energy Only Option 

voluntarily may reduce load; and (ii) participants in the Full Program Option are required 

to reduce load unless they already have reduced load pursuant to the Economic Load 

Response Program.  PJM will dispatch the resources of all Emergency Load Response 

Program participants (not already dispatched under the Economic Load Response 

Program) based on the Minimum Dispatch Prices specified in the participants’ 

Emergency Registration Forms. 

 

The Minimum Dispatch Price of a Full Program Option participant that reduces load may 

set the real time Locational Marginal Price (“LMP”) provided that the participant’s load 

reductions are needed to meet demand in the PJM Region.  The Minimum Dispatch Price 

of an Energy Only Option participant that reduces load may set the real time LMP 

provided that such participant’s load reductions are needed to meet demand in the PJM 

Regions and the Energy Only Option participant’s resource satisfies PJM’s telemetry 

requirements. 

 

Operational procedures are described in detail in the PJM Manual for Emergency 

Operations. 
 

Verification 

 

PJM requires that the load reduction meter data be submitted to PJM within 60 days of 

the event. If the data are not received within 60 days, no payment for participation is 

provided. Meter data must be provided for all hours during the day of the Load 

Management event or the Load Management performance test, and for all hours during 

any other days as required by the Office of the Interconnection to calculate the load 

reduction.  These data files are to be communicated to PJM either via the Load Response 

Program web site or email. Files that are emailed must be in the PJM-approved file 

format. Meter data will be forwarded to the EDC and LSE upon receipt, and these parties 

will then have ten (10) business days to provide feedback to PJM.   

 

Market Settlements 

 

Payment for reducing load is based on the actual kWh relief provided plus the adjustment 

for losses, subject to the Reporting and Compliance provisions below. The minimum 

duration of a load reduction request is two hours. The magnitude of capacity relief 

provided by Full Program Option participants shall be the amount determined in 

accordance with the Reporting and Compliance provisions below. The magnitude of 

relief provided by Energy Only Option participants, and the magnitude of energy relief 

provided by Full Program Option participants, may be less than, equal to, or greater than 

the kW amount declared on the Emergency Registration Form.  Compensation will be 

provided for reductions in energy consumption during emergency events by Full Program 

Option participants and Energy Only Option participants regardless of whether the 

participant’s load during the event exceeds its peak load contribution for the applicable 

Delivery Year.   
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PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. 

Payment will be equal to the measured reduction (either measured output of backup 

generation or the difference between the measured load the hour before the reduction and 

each hour during the reduction) adjusted for losses times the applicable LMP.  If, 

however, the sum of the hourly energy payments to a participant dispatched by PJM for 

actual, achieved reductions is not greater than or equal to the offer value (i.e. Minimum 

Dispatch Price, minimum down time and shut down costs) then the participant will be 

made whole up to the offer value for its actual, achieved reductions. 

 

Full Program Option participants that fail to provide a load reduction (as measured as set 

forth in the Reporting and Compliance provisions below) when dispatched by PJM shall 

be assessed penalties and/or charges as specified in Attachment DD of the PJM Tariff and 

the Reliability Assurance Agreement, as applicable. 

 

During emergency conditions, costs for emergency purchases in excess of LMP are 

allocated among PJM Market Buyers in proportion to their increase in net purchases from 

the PJM energy market during the hour in the real time market compared to the day-

ahead market. Consistent with this pricing methodology, all charges under this program 

are allocated to purchasers of energy, in proportion to their increase in net purchases from 

the PJM energy market during the hour from day-ahead to real time.   

 

Program charges and credits will appear on the PJM Members monthly bill, as described 

in the PJM Manual for Operating Agreement Accounting and the PJM Manual for 

Billing. 
 

Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back 

for the purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for 

Load Management resources registered as Emergency Load Response Full Program 

Option or Capacity Only resources which occur from June 1 through September 30, will 

be added back for the purpose of calculating peak load for capacity for the following 

Delivery Year, as set forth in the PJM Manuals and consistent with the load response 

recognized for capacity compliance as set forth in the Reporting and Compliance 

provisions below.  Capacity Only resources are Full Program Option resources that do 

not receive an energy payment for load reductions during an emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load 

Response Full Program Option or Capacity Only resources used to determine Load 

Management event and test capacity compliance for Firm Service Level and Guaranteed 

Load Drop end-use customers shall be equal to the load reduction provided to the electric 

distribution company as follows and in accordance with the PJM Manuals:  
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i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load 

used to best represent what the load would have been if PJM did not declare a 

Load Management event or the CSP did not initiate a test as outlined in the PJM 

Manuals, minus the metered load (“Load”) and then multiplied by the loss factor 

(“LF”) or (b) the current Delivery Year peak load contribution (“PLC”) minus the 

metered load multiplied by the loss factor (“LF”).  A load reduction will only be 

recognized for capacity compliance if the metered load multiplied by the loss 

factor is less than the current Delivery Year peak load contribution.  The 

calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-

use customers include the following: 

 

 Comparable Day 

 Same Day 

 Customer Baseline 

 Regression Analysis 

 Generation.  

Each of these methodologies is described in greater detail in Manual M-19, PJM 

Manual for Load Forecasting and Analysis, at Attachment A: Load Drop 

Estimate Guidelines.  

 

ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss 

factor (“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as 

Emergency Load Response Full Program Option, as determined in accordance with these 

Reporting and Compliance provisions, shall not affect energy payments to such resources 

for load reductions during an emergency event, as provided in the Market Settlements 

provisions above and Attachment DD of the Tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website. 

 

PJM will post on its website a report of demand response activity, and will provide a 

summary thereof to the PJM Markets and Reliability Committee on an annual basis. 
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As PJM receives evidence from the electric distribution companies or Load Serving 

Entities pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will 

post on its website a list of those Relevant Electric Retail Regulatory Authorities that the 

electric distribution companies or Load Serving Entities assert prohibit or condition retail 

participation in PJM’s Emergency Load Response Program together with a corresponding 

reference to the Relevant Electric Retail Regulatory Authority evidence that is provided 

to PJM by the electric distribution companies or Load Serving Entities. 

 

Non-hourly metered Customer Pilot 

 

Non-hourly metered customers may participate in the Emergency Load Response 

Program on a pilot basis under the following circumstances.  The customer or its 

Curtailment Service Provider or Load Serving Entity must propose an alternate method 

for measuring hourly demand reductions.  The Office of the Interconnection shall 

approve alternate measurement mechanisms on a case-by-case basis for a time period 

specified by the Office of the Interconnection (“Pilot Period”).  In the event an alternative 

measurement mechanism is approved, the Office of the Interconnection shall notify the 

affected Load Serving Entity(ies) that a proposed alternate measurement mechanism has 

been approved for a Pilot Period. 

 

Demand reductions by non-hourly metered customers using alternate measurement 

mechanisms on a pilot basis shall be limited to a combined total of 500 MW of reductions 

in both the Emergency Load Response Program and the PJM Interchange Energy Market.  

With the sole exception of the requirement for hourly metering, non-hourly metered 

customers shall be subject to the rules and procedures for participation in the Emergency 

Load Response Program.  Following completion of a Pilot Period, the alternate method 

shall be evaluated by the Office of the Interconnection to determine whether such 

alternate method should be included in the PJM Manuals as an accepted measurement 

mechanism for demand reductions in the Emergency Load Response Program. 

 

Emergency Load Response Participant Aggregation. 

 

The purpose for aggregation is to allow the participation of End-Use Customers in the 

Emergency Load Response Program that can provide less than 100 kW of demand 

response on an individual basis.  Emergency Load Response Participant aggregations 

shall be subject to the following requirements: 

 

 i. All End-Use Customers in an aggregation shall be specifically identified; 

 

 ii. All End-Use Customers in an aggregation shall be served by the same 

electric distribution company or Load Serving Entity where the electric distribution 

company is the Load Serving Entity for all End-Use Customers in the aggregation; 

 

 iii. All End-Use Customers in an aggregation that settle at Transmission 

Zone, existing load aggregate,  or node prices shall be located in the same Transmission 

Zone, existing load aggregate or at the same node, respectively; 
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 iv. Energy settlement will be based on each individual customer’s load 

reductions pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability 

Assurance Agreement Among Load Serving Entities in the PJM Region and the PJM 

Manuals.  Capacity compliance will be based on each individual customers’ load 

reductions and then aggregated pursuant to section 3.3A of Schedule 1 of this Agreement, 

the PJM Reliability Assurance Agreement Among Load Serving Entities in the PJM 

Region and the PJM Manuals; and 

 

 v. Each End-Use Customer site must meet the requirements for market 

participation by a Demand Resource. 

 

 vi. Certain aggregations of End-Use Customers registered as Full Program 

Option or Capacity Only Option are subject to the “Demand Response Transition 

Provision for RPM Delivery Years 2012/2013, 2013/2014, and 2014/2015” in Section 

5.14A of Attachment DD of the Tariff.
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PJM EMERGENCY LOAD RESPONSE PROGRAM 

 

 

Emergency Load Response Program  

 

The Emergency Load Response Program is designed to provide a method by which end-use 

customers may be compensated by PJM for reducing load during an emergency event.  As used 

in the Emergency Load Response Program, the term “end-use customer” refers to an individual 

location or aggregation of locations that consume electricity as identified by a unique electric 

distribution company account number.  There are two options for participation in the Emergency 

Load Response Program: 

 

 Full Program Option 

 

Participants in the Full Program Option receive, pursuant to Attachment DD of the Tariff 

and as applicable, (i) an energy payment for load reductions during an emergency event, 

and (ii) a capacity payment for load reductions during an emergency event measured as 

set forth in the Reporting and Compliance provisions below. 

 

 Energy Only Option 

 

Participants in the Energy Only Option receive only an energy payment for load 

reductions during an emergency event. 

 

Participant Qualifications 

 

Two primary types of distributed resources are candidates to participate in either of the two 

options provided by the Emergency Load Response Program:  

 

On-Site Generators 

 

These generators (including Behind The Meter Generation) can be either 

synchronized or non-synchronized to the grid.  Capacity Resources are not 

eligible for compensation under this program.  Injections into the grid by local 

generators also will not be eligible for compensation under this program.  

 

Load Reductions 

 

A participant that has the ability to reduce a measurable and verifiable portion of 

its load, as metered on an EDC account basis. 

 

PJM membership is required to participate in either of the two options provided by the 

Emergency Load Response Program. Members or Special Members may participate in the 

Emergency Load Response Program by complying with all of the requirements of the applicable 

Relevant Electric Retail Regulatory Authority and all other applicable federal, state and local 

regulatory entities together with the Emergency Load Response provisions herein, including, but 
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not limited to, the Registration section. Special membership provisions have been established for 

program participants in the Energy Only Option, as described below.  The special membership 

provisions shall not apply to program participants in the Full Program Option.  Any existing PJM 

Member may act as a third party for non-members, in which case the third party will be referred 

to as the Curtailment Service Provider (CSP). All payments are made to the PJM Member. 

Participants must become signatories to the PJM Operating Agreement, as described in the PJM 

Manual for Administrative Services for the Operating Agreement of the PJM Interconnection, 

L.L.C. However, for special members the $5,000 annual membership fee, the $1,500 application 

fee, and liability for Member defaults are waived, along with the following other modifications: 

 

Special Members are limited to be PJM market sellers; 

Voting privileges and sector designation are waived; 

Thirty day notice for waiting period is waived; 

Requirement for 24/7 control center coverage is waived; 

No PJM-supported user group capability is permitted. 

 

To participate in either of the two options provided by the Emergency Load Response Program, 

the distributed resource must: 

 

Be capable of reducing at least 100 kW of load 

Be capable of receiving PJM notification to participate during emergency conditions. 

 

Metering Requirements 

 

The Curtailment Service Provider is responsible to ensure that the Emergency Load Response 

Program Participants have metering equipment that provides integrated hourly kWh values on an 

electric distribution company account basis.  The metering equipment shall either meet the 

electric distribution company requirements for accuracy or have a maximum error of two percent 

over the full range of the metering equipment (including Potential Transformers and Current 

Transformers) and the metering equipment and associated data shall meet the requirements set 

forth herein and in the PJM Manuals.  The Emergency Load Response Participant must meter 

reductions in demand by using either of the following two methods: 

 

 a) Using metering equipment that is capable of recording integrated hourly values 

for generation running to serve local load (net of that used by the generator); or 

 

 b) Using metering equipment that provides actual load change by measuring actual 

load before and after the reduction request, such that there is a valid integrated hourly value for 

the hour prior to the event and each hour during the event. This value cannot be estimated nor 

can it be averaged over some historical period.  This load will be metered on an electric 

distribution company account basis. 

 

Metered load reductions will be adjusted up to consider transmission and distribution losses as 

submitted by the Curtailment Service Provider and verified by PJM with the electric distribution 

company.  
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The installed metering equipment must be one of the following: 

 

 a) Metering equipment used for retail electric service;  

 

 b) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read electronically by PJM, in 

accordance with the requirements herein and in the PJM Manuals; or 

 

 c) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read by the customer (or the Curtailment 

Service Provider), and such readings are then forwarded to PJM, in accordance with the 

requirements set forth herein and in the PJM Manuals. 

 

Nothing herein changes the existence of one recognized meter by the state commissions as the 

official billing meter for recording consumption. 

 

Registration 

 

1.  Participants must complete the PJM Emergency Load Response Program Registration Form 

(“Emergency Registration Form”) that is posted on the PJM website (www.pjm.com)for each 

end-use customer, or aggregation of end-use customers, pursuant to the requirements set forth in 

the PJM Manuals. Because of the required electric distribution company and Load Serving Entity 

ten business day review period, as described herein, Participants should submit completed PJM 

Emergency Load Response Program Registration Forms to the Office of the Interconnection no 

later than one day before the tenth business day preceding the relevant Delivery Year.  All 

registrations that have not been approved on or before May 31
st
 preceding the relevant Delivery 

Year shall be rejected by the Office of the Interconnection. To the extent that a completed PJM 

Emergency Load Response Program Registration Form is submitted to the Office of the 

Interconnection  prior to one day before the tenth business day preceding the relevant Delivery 

Year and such registration is rejected by the electric distribution company or Load Serving Entity 

or the Office of the Interconnection because of incorrect data on the PJM Emergency Load 

Response Program Registration Form, such registration may be resubmitted by the participant 

before May 31
st
 preceding the relevant Delivery Year, but such registration will be rejected by 

the Office of the Interconnection unless the electric distribution company or Load Serving Entity 

has verified the registration on or before May 31
st
 preceding the relevant Delivery Year. 

Incomplete PJM Emergency Load Response Program Registration Forms will be rejected by the 

Office of the Interconnection; participants may not resubmit registrations that were rejected for 

being incomplete unless participants are able to do so no later than one day before the tenth 

business day preceding the relevant Delivery Year.  The following general steps will be 

followed: 

 

2. For end-use customers of an electric distribution company that distributed more than 4 million 

MWh in the previous fiscal year: 

 

 a. The participant completes the Emergency Registration Form located on the PJM 

website.  PJM reviews the application and ensures that the qualifications are met, including 
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verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant's registration and request verification as to whether the load that may be reduced is 

under other contractual obligations or subject to laws or regulations of the Relevant Electric 

Retail Regulatory Authority that prohibit or condition the end-use customer’s participation in 

PJM’s Emergency Load Response Program pursuant to the process described below. The electric 

distribution company and Load Serving Entity have ten business days to respond. Other such 

contractual obligations may not preclude participation in the program, but may require special 

consideration by PJM such that appropriate settlements are made within the confines of such 

existing contracts.  An electric distribution company or Load Serving Entity which seeks to 

assert that the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit 

or condition (which condition the electric distribution company or Load Serving Entity asserts 

has not been satisfied) an end-use customer’s participation in PJM’s Emergency Load Response 

Program shall provide to PJM, within the referenced ten business day review period, either:  (a) 

an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority prohibiting 

or conditioning the end-use customer's participation, (b) an opinion of the Relevant Electric 

Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or law 

prohibiting or conditioning the end-use customer's participation, or (c) an opinion of the state 

Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 

existence of a regulation or law prohibiting or conditioning the end-use customer's participation.   

 

i. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection on or 

after the Interruptible Load for Reliability registration deadline established 

by the Office of the Interconnection for the next applicable Delivery Year, 

then the existing Emergency Load Response Participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) will remain in effect for the applicable Delivery Year.  If 

evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection before 

the Interruptible Load for Reliability registration deadline established by 

the Office of the Interconnection for the applicable Delivery Year, then the 

existing Emergency Load Response participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) participation shall be deemed to be terminated for the 

applicable Delivery Year.   
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ii. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer’s 

participation and is received by the Office of the Interconnection on or 

after May 31
st
 preceding the applicable Delivery Year, then the existing 

end-use customer’s registration for Demand Resource (as defined in the 

Reliability Assurance Agreement) will remain in effect for the applicable 

Delivery Year.  If evidence provided by an electric distribution company 

or Load Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation prohibits 

or conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer’s 

participation and is received by the Office of the Interconnection before 

May 31
st
 preceding the applicable Delivery Year and the Curtailment 

Service Provider does not provide supporting documentation to the Office 

of the Interconnection on or before May 31
st
 preceding the applicable 

Delivery Year demonstrating that the Curtailment Service Provider had an 

executed contract with the end-use customer for Demand Resource 

participation before the date the Demand Resource cleared the applicable 

Reliability Pricing Model Auction, and that the date that the Demand 

Resource cleared the applicable Reliability Pricing Model Auction was 

prior to the effective date of the Relevant Electric Retail Regulatory 

Authority law or regulation prohibiting or conditioning the end-use 

customer’s participation, then, unless the below exception applies, the 

existing end-use customer’s registration for Demand Resource 

participation shall be deemed to be terminated for the applicable Delivery 

Year, and the Curtailment Service Provider will be subject to the 

Reliability Pricing Model provisions, as specified in Attachment DD of 

the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers’ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall assume that the load to be reduced is not subject to other contractual 

obligations or to laws or regulations of the Relevant Electric Retail Regulatory Authority that 

prohibit or condition the end-use customer’s participation in PJM’s Emergency Load Response 

Program, and the Office of the Interconnection shall accept the registration, provided it meets all 

other Emergency Load Response Program requirements. 
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 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response Participant activity incurred prior to the termination date of the registration shall be 

settled by PJM in accordance with the terms and conditions contained in the PJM Tariff, PJM 

Operating Agreement and PJM Manuals. 

 

3. For end-use customers of an electric distribution company that distributed 4 million MWh or 

less in the previous fiscal year: 

 

 a. The Participant completes the Emergency Registration Form located on the PJM 

website. PJM reviews the application and ensures that the qualifications are met, including 

verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant’s registration and request verification as to whether the load that may be reduced is 

under other contractual obligations and is permitted to participate by the Relevant Electric Retail 

Regulatory Authority pursuant to the process described below. The electric distribution company 

and Load Serving Entity have ten business days to respond. Other such contractual obligations 

may not preclude participation in the program, but may require special consideration by PJM 

such that appropriate settlements are made within the confines of such existing contracts.  If the 

electric distribution company or Load Serving Entity verifies that the load that may be reduced is 

permitted or conditionally permitted (which condition the electric distribution company or Load 

Serving Entity asserts has been satisfied) to participate in the Emergency Load Response 

Program, then the electric distribution company or Load Serving Entity must provide to the 

Office of the Interconnection within the referenced ten business day review period either:  (a) an 

order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority permitting or 

conditionally permitting the end-use customer’s participation, (b) an opinion of the Relevant 

Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or 

law permitting or conditionally permitting the end-use customer’s participation, or (c) an opinion 

of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 

attesting to the existence of a regulation or law permitting or conditionally permitting the end-use 

customer’s participation. 

 

i. If the electric distribution company or Load Serving Entity denies the 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) registration before the Interruptible Load for Reliability 

registration deadline as established by the Office of the Interconnection for 

the applicable Delivery Year because the electric distribution company or 

Load Serving Entity asserts that the Relevant Electric Retail Regulatory 

Authority has not granted permission or conditional permission for the 

end-use customer’s participation or the electric distribution company or 

Load Serving Entity asserts that the end-use customer has not satisfied 

conditional permission requirements, then the existing Emergency Load 

Response Participant’s registration for Interruptible Load for Reliability 

participation shall be deemed to be terminated for the applicable Delivery 

Year.  If it is able to do so in compliance with all Emergency Load 

Response Program requirements, including the registration requirements, 
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the participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected 

pursuant to the terms of the Emergency Load Response Program 

provisions. 

 

ii. If the electric distribution company or Load Serving Entity denies the end-

use customer’s Demand Resource (as defined in the Reliability Assurance 

Agreement) registration on or before May 31
st
 preceding the applicable 

Delivery Year and the Curtailment Service Provider does not provide the 

above referenced Relevant Electric Retail Regulatory Authority evidence  

to the Office of the Interconnection on or before May 31
st
 preceding the 

applicable Delivery Year demonstrating that the Curtailment Service 

Provider had Relevant Electric Retail Regulatory Authority permission or 

conditional permission (which condition the electric distribution company 

or Load Serving Entity asserts has been satisfied) for the end-use 

customer’s participation and an executed contract with the end-use 

customer Demand Resource before the date the Demand Resource cleared 

the applicable Reliability Pricing Model Auction  then, unless the below 

exception applies, the existing end-use customer’s registration for Demand 

Resource registration for Demand Resource participation shall be deemed 

to be terminated for the applicable Delivery Year and the Curtailment 

Service Provider will be subject to the Reliability Pricing Model 

provisions, as specified in Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers’ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall reject the registration.  If it is able to do so in compliance with all of the 

Emergency Load Response Program requirements, including the registration section, the 

Emergency Load Response Participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected pursuant to the terms of 

the Emergency Load Response Program provisions. 

 

 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response participant activity incurred prior to the termination date of the registration shall be 

settled by PJMSettlement in accordance with the terms and conditions contained in the PJM 

Tariff, PJM Operating Agreement and PJM Manuals. 

 

4.  PJM informs the requesting participant of acceptance into the program and notifies the 

appropriate Load Serving Entity and electric distribution company of the requesting participant’s 

acceptance into the program, or notifies the requesting participant and appropriate Load Serving 
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Entity and electric distribution company of PJM’s rejection of the requesting participant’s 

registration. 

 

5.  Any end-use customer intending to run distributed generating units in support of local load 

for the purpose of participating in this program must represent in writing to PJM that it holds all 

applicable environmental and use permits for running those generators.  Continuing participation 

in this program will be deemed as a continuing representation by the owner that each time its 

distributed generating unit is run in accordance with this program, it is being run in compliance 

with all applicable permits, including any emissions, run-time limit or other constraint on plant 

operations that may be imposed by such permits. 

 

Emergency Load Response Registrations in Effect as of August 28, 2009 

 

All existing Emergency Load Response Participants’ registrations submitted to PJM prior to 

August 28, 2009 (the effective date of Wholesale Competition in Regions with Organized 

Electric Markets, Order 719-A, 128 FERC ¶ 61,059 (2009) (“Order 719-A”)) for Load 

Management participation in the 2009/2010 Delivery Year will remain effective for that Delivery 

Year. 

 

Emergency Operations 

 

PJM will initiate the request for load reduction following the declaration of Maximum 

Emergency Generation and prior to the implementation of Load Management Steps 1 and 2. 

(Implementation of the Emergency Load Response Program can be used for regional 

emergencies.) It is implemented whenever generation is needed that is greater than the highest 

economic incremental cost.  PJM posts the request for load reduction on the PJM website, on the 

Emergency Conditions page, and on eData, and issues a burst email to the Emergency Load 

Response majordomo.  A separate All-Call message is also issued.  

 

Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily 

may reduce load; and (ii) participants in the Full Program Option are required to reduce load 

unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 

will dispatch the resources of all Emergency Load Response Program participants (not already 

dispatched under the Economic Load Response Program) based on the Minimum Dispatch Prices 

specified in the participants’ Emergency Registration Forms. 

 

The Minimum Dispatch Price of a Full Program Option participant that reduces load may set the 

real time Locational Marginal Price (“LMP”) provided that the participant’s load reductions are 

needed to meet demand in the PJM Region.  The Minimum Dispatch Price of an Energy Only 

Option participant that reduces load may set the real time LMP provided that such participant’s 

load reductions are needed to meet demand in the PJM Regions and the Energy Only Option 

participant’s resource satisfies PJM’s telemetry requirements. 

 

Operational procedures are described in detail in the PJM Manual for Emergency Operations. 

 

Verification 
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PJM requires that the load reduction meter data be submitted to PJM within 60 days of the event. 

If the data are not received within 60 days, no payment for participation is provided. Meter data 

must be provided for all hours during the day of the Load Management event or the Load 

Management performance test, and for all hours during any other days as required by the Office 

of the Interconnection to calculate the load reduction.  These data files are to be communicated 

to PJM either via the Load Response Program web site or email. Files that are emailed must be 

in the PJM-approved file format. Meter data will be forwarded to the EDC and LSE upon receipt, 

and these parties will then have ten (10) business days to provide feedback to PJM.   

 

Market Settlements 

 

Payment for reducing load is based on the actual kWh relief provided plus the adjustment for 

losses, subject to the Reporting and Compliance provisions below. The minimum duration of a 

load reduction request is two hours. The magnitude of capacity relief provided by Full Program 

Option participants shall be the amount determined in accordance with the Reporting and 

Compliance provisions below. The magnitude of relief provided by Energy Only Option 

participants, and the magnitude of energy relief provided by Full Program Option participants, 

may be less than, equal to, or greater than the kW amount declared on the Emergency 

Registration Form.  Compensation will be provided for reductions in energy consumption during 

emergency events by Full Program Option participants and Energy Only Option participants 

regardless of whether the participant’s load during the event exceeds its peak load contribution 

for the applicable Delivery Year.   

 

PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. Payment 

will be equal to the measured reduction (either measured output of backup generation or the 

difference between the measured load the hour before the reduction and each hour during the 

reduction) adjusted for losses times the applicable LMP.  If, however, the sum of the hourly 

energy payments to a participant dispatched by PJM for actual, achieved reductions is not greater 

than or equal to the offer value (i.e. Minimum Dispatch Price, minimum down time and shut 

down costs) then the participant will be made whole up to the offer value for its actual, achieved 

reductions. 

 

Full Program Option participants that fail to provide a load reduction (as measured as set forth in 

the Reporting and Compliance provisions below) when dispatched by PJM shall be assessed 

penalties and/or charges as specified in Attachment DD of the PJM Tariff and the Reliability 

Assurance Agreement, as applicable. 

 

During emergency conditions, costs for emergency purchases in excess of LMP are allocated 

among PJM Market Buyers in proportion to their increase in net purchases from the PJM energy 

market during the hour in the real time market compared to the day-ahead market. Consistent 

with this pricing methodology, all charges under this program are allocated to purchasers of 

energy, in proportion to their increase in net purchases from the PJM energy market during the 

hour from day-ahead to real time.   
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Program charges and credits will appear on the PJM Members monthly bill, as described in the 

PJM Manual for Operating Agreement Accounting and the PJM Manual for Billing. 
 

Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back for the 

purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for Load 

Management resources registered as Emergency Load Response Full Program Option or 

Capacity Only resources which occur from June 1 through September 30, will be added back for 

the purpose of calculating peak load for capacity for the following Delivery Year, as set forth in 

the PJM Manuals and consistent with the load response recognized for capacity compliance as 

set forth in the Reporting and Compliance provisions below.  Capacity Only resources are Full 

Program Option resources that do not receive an energy payment for load reductions during an 

emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load Response 

Full Program Option or Capacity Only resources used to determine Load Management event and 

test capacity compliance for Firm Service Level and Guaranteed Load Drop end-use customers 

shall be equal to the load reduction provided to the electric distribution company as follows and 

in accordance with the PJM Manuals:  

 

i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 

best represent what the load would have been if PJM did not declare a Load Management 

event or the CSP did not initiate a test as outlined in the PJM Manuals, minus the metered 

load (“Load”) and then multiplied by the loss factor (“LF”) or (b) the current Delivery 

Year peak load contribution (“PLC”) minus the metered load multiplied by the loss factor 

(“LF”).  A load reduction will only be recognized for capacity compliance if the metered 

load multiplied by the loss factor is less than the current Delivery Year peak load 

contribution.  The calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 

customers include the following: 

 

 Comparable Day 

 Same Day 

 Customer Baseline 

 Regression Analysis 

 Generation 

Each of these methodologies is described in greater detail in Manual M-19, PJM Manual 

for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.  
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ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss factor 

(“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as Emergency Load 

Response Full Program Option, as determined in accordance with these Reporting and 

Compliance provisions, shall not affect energy payments to such resources for load reductions 

during an emergency event, as provided in the Market Settlements provisions above and 

Attachment DD of the tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website. 

 

PJM will post on its website a report of demand response activity, and will provide a summary 

thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving Entities 

pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will post on its website 

a list of those Relevant Electric Retail Regulatory Authorities that the electric distribution 

companies or Load Serving Entities assert prohibit or condition retail participation in PJM’s 

Emergency Load Response Program together with a corresponding reference to the Relevant 

Electric Retail Regulatory Authority evidence that is provided to PJM by the electric distribution 

companies or Load Serving Entities. 

 

Non-hourly metered Customer Pilot 

 

Non-hourly metered customers may participate in the Emergency Load Response Program on a 

pilot basis under the following circumstances.  The customer or its Curtailment Service Provider 

or Load Serving Entity must propose an alternate method for measuring hourly demand 

reductions.  The Office of the Interconnection shall approve alternate measurement mechanisms 

on a case-by-case basis for a time period specified by the Office of the Interconnection (“Pilot 

Period”).  In the event an alternative measurement mechanism is approved, the Office of the 

Interconnection shall notify the affected Load Serving Entity(ies) that a proposed alternate 

measurement mechanism has been approved for a Pilot Period. 

 

Demand reductions by non-hourly metered customers using alternate measurement mechanisms 

on a pilot basis shall be limited to a combined total of 500 MW of reductions in both the 

Emergency Load Response Program and the PJM Interchange Energy Market.  With the sole 

exception of the requirement for hourly metering, non-hourly metered customers shall be subject 

to the rules and procedures for participation in the Emergency Load Response Program.  

Following completion of a Pilot Period, the alternate method shall be evaluated by the Office of 

the Interconnection to determine whether such alternate method should be included in the PJM 
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Manuals as an accepted measurement mechanism for demand reductions in the Emergency Load 

Response Program. 

 

Emergency Load Response Participant Aggregation. 

 

The purpose for aggregation is to allow the participation of End-Use Customers in the 

Emergency Load Response Program that can provide less than 100 kW of demand response on 

an individual basis.  Emergency Load Response Participant aggregations shall be subject to the 

following requirements: 

 

 i. All End-Use Customers in an aggregation shall be specifically identified; 

 

 ii. All End-Use Customers in an aggregation shall be served by the same electric 

distribution company or Load Serving Entity where the electric distribution company is the Load 

Serving Entity for all End-Use Customers in the aggregation; 

 

 iii. All End-Use Customers in an aggregation that settle at Transmission Zone, 

existing load aggregate,  or node prices shall be located in the same Transmission Zone, existing 

load aggregate or at the same node, respectively; 

 

 iv. Energy settlement will be based on each individual customer’s load reductions 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals.  Capacity 

compliance will be based on each individual customers’ load reductions and then aggregated 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals; and 

 

 v. Each End-Use Customer site must meet the requirements for market participation 

by a Demand Resource. 

 

 vi. Certain aggregations of End-Use Customers registered as Full Program Option or 

Capacity Only Option are subject to the “Demand Response Transition Provision for RPM 

Delivery Years 2012/2013, 2013/2014, and 2014/2015” in Section 5.14A of Attachment DD of 

the Tariff. 
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PJM EMERGENCY LOAD RESPONSE PROGRAM 

 

 

Emergency Load Response Program  

 

The Emergency Load Response Program is designed to provide a method by which end-use 

customers may be compensated by PJM for reducing load during an emergency event.  As used 

in the Emergency Load Response Program, the term “end-use customer” refers to an individual 

location or aggregation of locations that consume electricity as identified by a unique electric 

distribution company account number.  There are two options for participation in the Emergency 

Load Response Program: 

 

 Full Program Option 

 

Participants in the Full Program Option receive, pursuant to Attachment DD of the Tariff 

and as applicable, (i) an energy payment for load reductions during an emergency event, 

and (ii) a capacity payment for load reductions during an emergency event measured as 

set forth in the Reporting and Compliance provisions below. 

 

 Energy Only Option 

 

Participants in the Energy Only Option receive only an energy payment for load 

reductions during an emergency event. 

 

Participant Qualifications 

 

Two primary types of distributed resources are candidates to participate in either of the two 

options provided by the Emergency Load Response Program:  

 

On-Site Generators 

 

These generators (including Behind The Meter Generation) can be either 

synchronized or non-synchronized to the grid.  Capacity Resources are not 

eligible for compensation under this program.  Injections into the grid by local 

generators also will not be eligible for compensation under this program.  

 

Load Reductions 

 

A participant that has the ability to reduce a measurable and verifiable portion of 

its load, as metered on an EDC account basis. 

 

PJM membership is required to participate in either of the two options provided by the 

Emergency Load Response Program. Members or Special Members may participate in the 

Emergency Load Response Program by complying with all of the requirements of the applicable 

Relevant Electric Retail Regulatory Authority and all other applicable federal, state and local 

regulatory entities together with the Emergency Load Response provisions herein, including, but 
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not limited to, the Registration section. Special membership provisions have been established for 

program participants in the Energy Only Option, as described below.  The special membership 

provisions shall not apply to program participants in the Full Program Option.  Any existing PJM 

Member may act as a third party for non-members, in which case the third party will be referred 

to as the Curtailment Service Provider (CSP). All payments are made to the PJM Member. 

Participants must become signatories to the PJM Operating Agreement, as described in the PJM 

Manual for Administrative Services for the Operating Agreement of the PJM Interconnection, 

L.L.C. However, for special members the $5,000 annual membership fee, the $1,500 application 

fee, and liability for Member defaults are waived, along with the following other modifications: 

 

Special Members are limited to be PJM market sellers; 

Voting privileges and sector designation are waived; 

Thirty day notice for waiting period is waived; 

Requirement for 24/7 control center coverage is waived; 

No PJM-supported user group capability is permitted. 

 

To participate in either of the two options provided by the Emergency Load Response Program, 

the distributed resource must: 

 

Be capable of reducing at least 100 kW of load 

Be capable of receiving PJM notification to participate during emergency conditions. 

 

Metering Requirements 

 

The Curtailment Service Provider is responsible to ensure that the Emergency Load Response 

Program Participants have metering equipment that provides integrated hourly kWh values on an 

electric distribution company account basis.  The metering equipment shall either meet the 

electric distribution company requirements for accuracy or have a maximum error of two percent 

over the full range of the metering equipment (including Potential Transformers and Current 

Transformers) and the metering equipment and associated data shall meet the requirements set 

forth herein and in the PJM Manuals.  The Emergency Load Response Participant must meter 

reductions in demand by using either of the following two methods: 

 

 a) Using metering equipment that is capable of recording integrated hourly values 

for generation running to serve local load (net of that used by the generator); or 

 

 b) Using metering equipment that provides actual load change by measuring actual 

load before and after the reduction request, such that there is a valid integrated hourly value for 

the hour prior to the event and each hour during the event. This value cannot be estimated nor 

can it be averaged over some historical period.  This load will be metered on an electric 

distribution company account basis. 

 

Metered load reductions will be adjusted up to consider transmission and distribution losses as 

submitted by the Curtailment Service Provider and verified by PJM with the electric distribution 

company.  
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The installed metering equipment must be one of the following: 

 

 a) Metering equipment used for retail electric service;  

 

 b) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read electronically by PJM, in 

accordance with the requirements herein and in the PJM Manuals; or 

 

 c) Customer-owned metering equipment or metering equipment acquired by the 

Curtailment Service Provider, approved by PJM, that is read by the customer (or the Curtailment 

Service Provider), and such readings are then forwarded to PJM, in accordance with the 

requirements set forth herein and in the PJM Manuals. 

 

Nothing herein changes the existence of one recognized meter by the state commissions as the 

official billing meter for recording consumption. 

 

Registration 

 

1.  Participants must complete the PJM Emergency Load Response Program Registration Form 

(“Emergency Registration Form”) that is posted on the PJM website (www.pjm.com)for each 

end-use customer, or aggregation of end-use customers, pursuant to the requirements set forth in 

the PJM Manuals. Because of the required electric distribution company and Load Serving Entity 

ten business day review period, as described herein, Participants should submit completed PJM 

Emergency Load Response Program Registration Forms to the Office of the Interconnection no 

later than one day before the tenth business day preceding the relevant Delivery Year.  All 

registrations that have not been approved on or before May 31
st
 preceding the relevant Delivery 

Year shall be rejected by the Office of the Interconnection. To the extent that a completed PJM 

Emergency Load Response Program Registration Form is submitted to the Office of the 

Interconnection  prior to one day before the tenth business day preceding the relevant Delivery 

Year and such registration is rejected by the electric distribution company or Load Serving Entity 

or the Office of the Interconnection because of incorrect data on the PJM Emergency Load 

Response Program Registration Form, such registration may be resubmitted by the participant 

before May 31
st
 preceding the relevant Delivery Year, but such registration will be rejected by 

the Office of the Interconnection unless the electric distribution company or Load Serving Entity 

has verified the registration on or before May 31
st
 preceding the relevant Delivery Year. 

Incomplete PJM Emergency Load Response Program Registration Forms will be rejected by the 

Office of the Interconnection; participants may not resubmit registrations that were rejected for 

being incomplete unless participants are able to do so no later than one day before the tenth 

business day preceding the relevant Delivery Year.  The following general steps will be 

followed: 

 

2. For end-use customers of an electric distribution company that distributed more than 4 million 

MWh in the previous fiscal year: 

 

 a. The participant completes the Emergency Registration Form located on the PJM 

website.  PJM reviews the application and ensures that the qualifications are met, including 
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verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant's registration and request verification as to whether the load that may be reduced is 

under other contractual obligations or subject to laws or regulations of the Relevant Electric 

Retail Regulatory Authority that prohibit or condition the end-use customer’s participation in 

PJM’s Emergency Load Response Program pursuant to the process described below. The electric 

distribution company and Load Serving Entity have ten business days to respond. Other such 

contractual obligations may not preclude participation in the program, but may require special 

consideration by PJM such that appropriate settlements are made within the confines of such 

existing contracts.  An electric distribution company or Load Serving Entity which seeks to 

assert that the laws or regulations of the Relevant Electric Retail Regulatory Authority prohibit 

or condition (which condition the electric distribution company or Load Serving Entity asserts 

has not been satisfied) an end-use customer’s participation in PJM’s Emergency Load Response 

Program shall provide to PJM, within the referenced ten business day review period, either:  (a) 

an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority prohibiting 

or conditioning the end-use customer's participation, (b) an opinion of the Relevant Electric 

Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or law 

prohibiting or conditioning the end-use customer's participation, or (c) an opinion of the state 

Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, attesting to the 

existence of a regulation or law prohibiting or conditioning the end-use customer's participation.   

 

i. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection on or 

after the Interruptible Load for Reliability registration deadline established 

by the Office of the Interconnection for the next applicable Delivery Year, 

then the existing Emergency Load Response Participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) will remain in effect for the applicable Delivery Year.  If 

evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer's 

participation and is received by the Office of the Interconnection before 

the Interruptible Load for Reliability registration deadline established by 

the Office of the Interconnection for the applicable Delivery Year, then the 

existing Emergency Load Response participant's registration for 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) participation shall be deemed to be terminated for the 

applicable Delivery Year.   
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ii. If evidence provided by an electric distribution company or Load Serving 

Entity to the Office of the Interconnection indicates that a Relevant 

Electric Retail Regulatory Authority law or regulation prohibits or 

conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer’s 

participation and is received by the Office of the Interconnection on or 

after May 31
st
 preceding the applicable Delivery Year, then the existing 

end-use customer’s registration for Demand Resource (as defined in the 

Reliability Assurance Agreement) will remain in effect for the applicable 

Delivery Year.  If evidence provided by an electric distribution company 

or Load Serving Entity to the Office of the Interconnection indicates that a 

Relevant Electric Retail Regulatory Authority law or regulation prohibits 

or conditions (which condition the electric distribution company or Load 

Serving Entity asserts has not been satisfied) the end-use customer’s 

participation and is received by the Office of the Interconnection before 

May 31
st
 preceding the applicable Delivery Year and the Curtailment 

Service Provider does not provide supporting documentation to the Office 

of the Interconnection on or before May 31
st
 preceding the applicable 

Delivery Year demonstrating that the Curtailment Service Provider had an 

executed contract with the end-use customer for Demand Resource 

participation before the date the Demand Resource cleared the applicable 

Reliability Pricing Model Auction, and that the date that the Demand 

Resource cleared the applicable Reliability Pricing Model Auction was 

prior to the effective date of the Relevant Electric Retail Regulatory 

Authority law or regulation prohibiting or conditioning the end-use 

customer’s participation, then, unless the below exception applies, the 

existing end-use customer’s registration for Demand Resource 

participation shall be deemed to be terminated for the applicable Delivery 

Year, and the Curtailment Service Provider will be subject to the 

Reliability Pricing Model provisions, as specified in Attachment DD of 

the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers’ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall assume that the load to be reduced is not subject to other contractual 

obligations or to laws or regulations of the Relevant Electric Retail Regulatory Authority that 

prohibit or condition the end-use customer’s participation in PJM’s Emergency Load Response 

Program, and the Office of the Interconnection shall accept the registration, provided it meets all 

other Emergency Load Response Program requirements. 
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 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response Participant activity incurred prior to the termination date of the registration shall be 

settled by PJM in accordance with the terms and conditions contained in the PJM Tariff, PJM 

Operating Agreement and PJM Manuals. 

 

3. For end-use customers of an electric distribution company that distributed 4 million MWh or 

less in the previous fiscal year: 

 

 a. The Participant completes the Emergency Registration Form located on the PJM 

website. PJM reviews the application and ensures that the qualifications are met, including 

verifying that the appropriate metering exists. After confirming that an entity has met all of the 

qualifications to be an Emergency Load Response Participant, PJM shall notify the appropriate 

Load Serving Entity and electric distribution company of an Emergency Load Response 

Participant’s registration and request verification as to whether the load that may be reduced is 

under other contractual obligations and is permitted to participate by the Relevant Electric Retail 

Regulatory Authority pursuant to the process described below. The electric distribution company 

and Load Serving Entity have ten business days to respond. Other such contractual obligations 

may not preclude participation in the program, but may require special consideration by PJM 

such that appropriate settlements are made within the confines of such existing contracts.  If the 

electric distribution company or Load Serving Entity verifies that the load that may be reduced is 

permitted or conditionally permitted (which condition the electric distribution company or Load 

Serving Entity asserts has been satisfied) to participate in the Emergency Load Response 

Program, then the electric distribution company or Load Serving Entity must provide to the 

Office of the Interconnection within the referenced ten business day review period either:  (a) an 

order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority permitting or 

conditionally permitting the end-use customer’s participation, (b) an opinion of the Relevant 

Electric Retail Regulatory Authority’s legal counsel attesting to the existence of a regulation or 

law permitting or conditionally permitting the end-use customer’s participation, or (c) an opinion 

of the state Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority, 

attesting to the existence of a regulation or law permitting or conditionally permitting the end-use 

customer’s participation. 

 

i. If the electric distribution company or Load Serving Entity denies the 

Interruptible Load for Reliability (as defined in the Reliability Assurance 

Agreement) registration before the Interruptible Load for Reliability 

registration deadline as established by the Office of the Interconnection for 

the applicable Delivery Year because the electric distribution company or 

Load Serving Entity asserts that the Relevant Electric Retail Regulatory 

Authority has not granted permission or conditional permission for the 

end-use customer’s participation or the electric distribution company or 

Load Serving Entity asserts that the end-use customer has not satisfied 

conditional permission requirements, then the existing Emergency Load 

Response Participant’s registration for Interruptible Load for Reliability 

participation shall be deemed to be terminated for the applicable Delivery 

Year.  If it is able to do so in compliance with all Emergency Load 

Response Program requirements, including the registration requirements, 
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the participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected 

pursuant to the terms of the Emergency Load Response Program 

provisions. 

 

ii. If the electric distribution company or Load Serving Entity denies the end-

use customer’s Demand Resource (as defined in the Reliability Assurance 

Agreement) registration on or before May 31
st
 preceding the applicable 

Delivery Year and the Curtailment Service Provider does not provide the 

above referenced Relevant Electric Retail Regulatory Authority evidence  

to the Office of the Interconnection on or before May 31
st
 preceding the 

applicable Delivery Year demonstrating that the Curtailment Service 

Provider had Relevant Electric Retail Regulatory Authority permission or 

conditional permission (which condition the electric distribution company 

or Load Serving Entity asserts has been satisfied) for the end-use 

customer’s participation and an executed contract with the end-use 

customer Demand Resource before the date the Demand Resource cleared 

the applicable Reliability Pricing Model Auction  then, unless the below 

exception applies, the existing end-use customer’s registration for Demand 

Resource registration for Demand Resource participation shall be deemed 

to be terminated for the applicable Delivery Year and the Curtailment 

Service Provider will be subject to the Reliability Pricing Model 

provisions, as specified in Attachment DD of the PJM Tariff. 

 

(1)  Except that, pursuant to all other PJM Tariff and PJM Manual 

provisions, PJM will allow participation of all end-use customers 

registered by Curtailment Service Providers to fulfill Curtailment Service 

Providers’ Demand Resource obligations that were cleared in the 

Reliability Pricing Model Auctions prior to August 28, 2009. 

 

 b. In the absence of a response from the electric distribution company or Load 

Serving Entity within the referenced ten business day review period, the Office of the 

Interconnection shall reject the registration.  If it is able to do so in compliance with all of the 

Emergency Load Response Program requirements, including the registration section, the 

Emergency Load Response Participant may submit a new registration to the Office of the 

Interconnection for consideration if a prior registration has been rejected pursuant to the terms of 

the Emergency Load Response Program provisions. 

 

 c. For those registrations terminated pursuant to this section, all Emergency Load 

Response participant activity incurred prior to the termination date of the registration shall be 

settled by PJMSettlement in accordance with the terms and conditions contained in the PJM 

Tariff, PJM Operating Agreement and PJM Manuals. 

 

4.  PJM informs the requesting participant of acceptance into the program and notifies the 

appropriate Load Serving Entity and electric distribution company of the requesting participant’s 

acceptance into the program, or notifies the requesting participant and appropriate Load Serving 
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Entity and electric distribution company of PJM’s rejection of the requesting participant’s 

registration. 

 

5.  Any end-use customer intending to run distributed generating units in support of local load 

for the purpose of participating in this program must represent in writing to PJM that it holds all 

applicable environmental and use permits for running those generators.  Continuing participation 

in this program will be deemed as a continuing representation by the owner that each time its 

distributed generating unit is run in accordance with this program, it is being run in compliance 

with all applicable permits, including any emissions, run-time limit or other constraint on plant 

operations that may be imposed by such permits. 

 

Emergency Load Response Registrations in Effect as of August 28, 2009 

 

All existing Emergency Load Response Participants’ registrations submitted to PJM prior to 

August 28, 2009 (the effective date of Wholesale Competition in Regions with Organized 

Electric Markets, Order 719-A, 128 FERC ¶ 61,059 (2009) (“Order 719-A”)) for Load 

Management participation in the 2009/2010 Delivery Year will remain effective for that Delivery 

Year. 

 

Emergency Operations 

 

PJM will initiate the request for load reduction following the declaration of Maximum 

Emergency Generation and prior to the implementation of Load Management Steps 1 and 2. 

(Implementation of the Emergency Load Response Program can be used for regional 

emergencies.) It is implemented whenever generation is needed that is greater than the highest 

economic incremental cost.  PJM posts the request for load reduction on the PJM website, on the 

Emergency Conditions page, and on eData, and issues a burst email to the Emergency Load 

Response majordomo.  A separate All-Call message is also issued.  

 

Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily 

may reduce load; and (ii) participants in the Full Program Option are required to reduce load 

unless they already have reduced load pursuant to the Economic Load Response Program.  PJM 

will dispatch the resources of all Emergency Load Response Program participants (not already 

dispatched under the Economic Load Response Program) based on the Minimum Dispatch Prices 

specified in the participants’ Emergency Registration Forms. 

 

The Minimum Dispatch Price of a Full Program Option participant that reduces load may set the 

real time Locational Marginal Price (“LMP”) provided that the participant’s load reductions are 

needed to meet demand in the PJM Region.  The Minimum Dispatch Price of an Energy Only 

Option participant that reduces load may set the real time LMP provided that such participant’s 

load reductions are needed to meet demand in the PJM Regions and the Energy Only Option 

participant’s resource satisfies PJM’s telemetry requirements. 

 

Operational procedures are described in detail in the PJM Manual for Emergency Operations. 

 

Verification 
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PJM requires that the load reduction meter data be submitted to PJM within 60 days of the event. 

If the data are not received within 60 days, no payment for participation is provided. Meter data 

must be provided for all hours during the day of the Load Management event or the Load 

Management performance test, and for all hours during any other days as required by the Office 

of the Interconnection to calculate the load reduction.  These data files are to be communicated 

to PJM either via the Load Response Program web site or email. Files that are emailed must be 

in the PJM-approved file format. Meter data will be forwarded to the EDC and LSE upon receipt, 

and these parties will then have ten (10) business days to provide feedback to PJM.   

 

Market Settlements 

 

Payment for reducing load is based on the actual kWh relief provided plus the adjustment for 

losses, subject to the Reporting and Compliance provisions below. The minimum duration of a 

load reduction request is two hours. The magnitude of capacity relief provided by Full Program 

Option participants shall be the amount determined in accordance with the Reporting and 

Compliance provisions below. The magnitude of relief provided by Energy Only Option 

participants, and the magnitude of energy relief provided by Full Program Option participants, 

may be less than, equal to, or greater than the kW amount declared on the Emergency 

Registration Form.  Compensation will be provided for reductions in energy consumption during 

emergency events by Full Program Option participants and Energy Only Option participants 

regardless of whether the participant’s load during the event exceeds its peak load contribution 

for the applicable Delivery Year.   

 

PJMSettlement pays the applicable LMP to the PJM Member that nominates the load. Payment 

will be equal to the measured reduction (either measured output of backup generation or the 

difference between the measured load the hour before the reduction and each hour during the 

reduction) adjusted for losses times the applicable LMP.  If, however, the sum of the hourly 

energy payments to a participant dispatched by PJM for actual, achieved reductions is not greater 

than or equal to the offer value (i.e. Minimum Dispatch Price, minimum down time and shut 

down costs) then the participant will be made whole up to the offer value for its actual, achieved 

reductions. 

 

Full Program Option participants that fail to provide a load reduction (as measured as set forth in 

the Reporting and Compliance provisions below) when dispatched by PJM shall be assessed 

penalties and/or charges as specified in Attachment DD of the PJM Tariff and the Reliability 

Assurance Agreement, as applicable. 

 

During emergency conditions, costs for emergency purchases in excess of LMP are allocated 

among PJM Market Buyers in proportion to their increase in net purchases minus real-time 

dispatch reduction megawatts from the PJM energy market during the hour in the real time 

market compared to the day-ahead market. Consistent with this pricing methodology, all charges 

under this program are allocated to purchasers of energy, in proportion to their increase in net 

purchases minus real-time dispatch reduction megawatts from the PJM energy market during the 

hour from day-ahead to real time.   

 



 

Page 10 

Program charges and credits will appear on the PJM Members monthly bill, as described in the 

PJM Manual for Operating Agreement Accounting and the PJM Manual for Billing. 
 

Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back for the 

purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for Load 

Management resources registered as Emergency Load Response Full Program Option or 

Capacity Only resources which occur from June 1 through September 30, will be added back for 

the purpose of calculating peak load for capacity for the following Delivery Year, as set forth in 

the PJM Manuals and consistent with the load response recognized for capacity compliance as 

set forth in the Reporting and Compliance provisions below.  Capacity Only resources are Full 

Program Option resources that do not receive an energy payment for load reductions during an 

emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load Response 

Full Program Option or Capacity Only resources used to determine Load Management event and 

test capacity compliance for Firm Service Level and Guaranteed Load Drop end-use customers 

shall be equal to the load reduction provided to the electric distribution company as follows and 

in accordance with the PJM Manuals:  

 

i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 

best represent what the load would have been if PJM did not declare a Load Management 

event or the CSP did not initiate a test as outlined in the PJM Manuals, minus the metered 

load (“Load”) and then multiplied by the loss factor (“LF”) or (b) the current Delivery 

Year peak load contribution (“PLC”) minus the metered load multiplied by the loss factor 

(“LF”).  A load reduction will only be recognized for capacity compliance if the metered 

load multiplied by the loss factor is less than the current Delivery Year peak load 

contribution.  The calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 

customers include the following: 

 

 Comparable Day 

 Same Day 

 Customer Baseline 

 Regression Analysis 

 Generation 

Each of these methodologies is described in greater detail in Manual M-19, PJM Manual 

for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.  
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ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss factor 

(“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as Emergency Load 

Response Full Program Option, as determined in accordance with these Reporting and 

Compliance provisions, shall not affect energy payments to such resources for load reductions 

during an emergency event, as provided in the Market Settlements provisions above and 

Attachment DD of the Tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website. 

 

PJM will post on its website a report of demand response activity, and will provide a summary 

thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving Entities 

pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will post on its website 

a list of those Relevant Electric Retail Regulatory Authorities that the electric distribution 

companies or Load Serving Entities assert prohibit or condition retail participation in PJM’s 

Emergency Load Response Program together with a corresponding reference to the Relevant 

Electric Retail Regulatory Authority evidence that is provided to PJM by the electric distribution 

companies or Load Serving Entities. 

 

Non-hourly metered Customer Pilot 

 

Non-hourly metered customers may participate in the Emergency Load Response Program on a 

pilot basis under the following circumstances.  The customer or its Curtailment Service Provider 

or Load Serving Entity must propose an alternate method for measuring hourly demand 

reductions.  The Office of the Interconnection shall approve alternate measurement mechanisms 

on a case-by-case basis for a time period specified by the Office of the Interconnection (“Pilot 

Period”).  In the event an alternative measurement mechanism is approved, the Office of the 

Interconnection shall notify the affected Load Serving Entity(ies) that a proposed alternate 

measurement mechanism has been approved for a Pilot Period. 

 

Demand reductions by non-hourly metered customers using alternate measurement mechanisms 

on a pilot basis shall be limited to a combined total of 500 MW of reductions in both the 

Emergency Load Response Program and the PJM Interchange Energy Market.  With the sole 

exception of the requirement for hourly metering, non-hourly metered customers shall be subject 

to the rules and procedures for participation in the Emergency Load Response Program.  

Following completion of a Pilot Period, the alternate method shall be evaluated by the Office of 

the Interconnection to determine whether such alternate method should be included in the PJM 
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Manuals as an accepted measurement mechanism for demand reductions in the Emergency Load 

Response Program. 

 

Emergency Load Response Participant Aggregation. 

 

The purpose for aggregation is to allow the participation of End-Use Customers in the 

Emergency Load Response Program that can provide less than 100 kW of demand response on 

an individual basis.  Emergency Load Response Participant aggregations shall be subject to the 

following requirements: 

 

 i. All End-Use Customers in an aggregation shall be specifically identified; 

 

 ii. All End-Use Customers in an aggregation shall be served by the same electric 

distribution company or Load Serving Entity where the electric distribution company is the Load 

Serving Entity for all End-Use Customers in the aggregation; 

 

 iii. All End-Use Customers in an aggregation that settle at Transmission Zone, 

existing load aggregate,  or node prices shall be located in the same Transmission Zone, existing 

load aggregate or at the same node, respectively; 

 

 iv. Energy settlement will be based on each individual customer’s load reductions 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals.  Capacity 

compliance will be based on each individual customers’ load reductions and then aggregated 

pursuant to section 3.3A of Schedule 1 of this Agreement, the PJM Reliability Assurance 

Agreement Among Load Serving Entities in the PJM Region and the PJM Manuals; and 

 

 v. Each End-Use Customer site must meet the requirements for market participation 

by a Demand Resource. 

 

 vi. Certain aggregations of End-Use Customers registered as Full Program Option or 

Capacity Only Option are subject to the “Demand Response Transition Provision for RPM 

Delivery Years 2012/2013, 2013/2014, and 2014/2015” in Section 5.14A of Attachment DD of 

the Tariff. 



PJM Tariff  

Attachment DD 5.14  
Effective 11-7-2011, Version 5.2.2 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 

 

2. Acceptance of such Sell Offer in such BRA increases the total Unforced 

Capacity in the LDA in which such Resource will be located from a megawatt quantity below the 
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LDA Reliability Requirement to a megawatt quantity corresponding to a point on the VRR 

Curve where price is no greater than 0.40 times the applicable Net CONE divided by (one minus 

the pool-wide average EFORd); and 

 

3. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource equal to the lesser of: A) the price in such seller’s Sell Offer for the BRA in 

which such resource qualified as a Planned Generation Capacity Resource; or B) 0.90 times the 

then-current Net CONE, on an Unforced Capacity basis, for such LDA. 

 

If the Sell Offer is submitted consistent with the foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all resources in the LDA receive the 

Capacity Resource Clearing Price.  

 

(ii) in the subsequent two BRAs, if the Resource clears, it shall receive the 

Capacity Resource Clearing Price for such LDA.  If the Resource does not 

clear, it shall be deemed resubmitted at the highest price per MW at which 

the Unforced Capacity of such Resource that cleared the first-year BRA 

will clear the subsequent-year BRA pursuant to the optimization algorithm 

described in section 5.12(a) of this Attachment, and it shall clear and shall 

be committed to the PJM Region in the amount cleared, plus any 

additional minimum-block quantity from its Sell Offer for such Delivery 

Year, but such additional amount shall be no greater than the portion of a 

minimum-block quantity, if any, from its first-year Sell Offer that is 

entitled to compensation for such first year pursuant to section 5.14(b) of 

this Attachment.  The Capacity Resource Clearing Price, and the resources 

cleared, shall be re-determined to reflect such resubmission.  In such case, 

the Resource submitted under this provision shall be paid for the entire 

committed quantity the Sell Offer price that it initially submitted in such 

subsequent BRA.  The difference between such Sell Offer Price and the 

Capacity Resource Clearing Price (as well as any difference between the 

cleared quantity and the committed quantity), will be treated as a Resource 

Make-Whole Payment in accordance with Section 5.14(b).  Other capacity 

resources that clear the BRA in such LDA receive the Capacity Resource 

Clearing Price as determined in Section 5.14(a). 

 

The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in 

the BRA for Delivery Year 3 shall not retroactively revoke the New Entry 

Price Adjustment for Delivery Year 2. 

 

For each Delivery Year that the foregoing conditions are satisfied, the 

Office of the Interconnection shall maintain and employ in the auction 

clearing for such LDA a separate VRR Curve, notwithstanding the 

outcome of the test referenced in Section 5.10(a)(ii) of this Attachment. 
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4) On or before October 1, 2011, PJM shall file with FERC under FPA 

section 205 revisions to this section 5.14(c) as determined necessary by PJM following a 

stakeholder process, to address concerns expressed by some parties that this provision in its 

current form may not provide adequate long-term revenue assurances to support new entry.  Any 

such changes also shall honor concerns expressed by FERC and others that any such revisions 

must not lead to undue price discrimination between existing and new resources.   

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   

 

 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 
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and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 

Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 
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determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 138,646 128,226 131,681 128,226 128,340 

CC $/MW-yr 175,250 154,870 164,375 154,870 154,870 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 

 

(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.980 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario shall be modified to dispatch the CC resource continuously during 

the full peak-hour period, as described in section 2.46, for each such period that the resource is 

economic (using the test set forth in such section), rather than only during the four-hour blocks 

within such period that such resource is economic, and the ancillary service revenues shall be 

$3198 per MW-year. 

 

(4) Any Sell Offer that is based on a Planned Generation Capacity Resource 

submitted in an RPM Auction for the first Delivery Year in which such resource qualifies as a 

Planned Generation Capacity Resource, or submitted in any RPM Auction for that or any 

subsequent Delivery Year until the offer first clears an RPM Auction, in any LDA for which a 

separate VRR Curve is established for use in the Base Residual Auction for the Delivery Year 

relevant to the RPM Auction in which such offer is submitted, and that is less than 90 percent of 

the applicable Net Asset Class Cost of New Entry or, if there is no applicable Net Asset Class 
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Cost of New Entry, less than 70 percent of the Net Asset Class Cost of New Entry for a 

combustion turbine generator as provided in subsection (h)(1) above  shall be set to equal 90 

percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 percent of such 

cost for a combustion turbine, where there is no otherwise applicable net asset class figure), 

unless the Capacity Market Seller obtains the prior determination from the Office of the 

Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions for Delivery Years beginning on or after June 1, 2014.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 

obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, nominal levelized, net cost of new entry were the 

resource to rely solely on revenues from PJM-administered markets .  The following process and 

requirements shall apply to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 

costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 
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certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller’s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 

documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller’s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer’s competitive, cost-

based, fixed, nominal levelized, net cost of new entry is below the minimum offer level 

prescribed by subsection (4), based on competitive cost advantages relative to the costs 

estimated for subsection (4), including, without limitation, competitive cost advantages 

resulting from the Capacity Market Seller’s business model, financial condition, tax 

status, access to capital or other similar conditions affecting the applicant’s costs, or 

based on net revenues that are reasonably demonstrated hereunder to be higher than 

estimated for subsection (4).  Capacity Market Sellers shall be asked to demonstrate that 

claimed cost advantages or sources of net revenue that are irregular or anomalous, that do 

not reflect arm’s-length transactions, or that are not in the ordinary course of the Capacity 

Market Seller’s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 
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Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit’s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 

 

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 

 

Export Customer’s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  
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If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 

more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission’s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 

the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer’s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 
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Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 

 

BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider’s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid weekly to the recipient Qualified DR 

Providers by PJMSettlement during the relevant Transition Delivery Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider’s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 

 

1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

2. The Qualified DR Provider must demonstrate to PJM’s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider’s notice pursuant to 

paragraph B above, 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

c. an aggregate amount that exceeds:  
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(i) any difference of (A) the amount the Qualified DR Provider is entitled to 

receive in payment for the previously cleared Demand Resource it designated 

as not viable in its notice pursuant to  paragraph B of this provision, minus (B) 

the amount the provider is obligated to pay for capacity resources it purchased 

in the Incremental Auctions to replace the Demand Resource the provider 

designated as not viable, plus 

(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Resources that the Qualified DR Provider 

cleared in the applicable Base Residual Auction other than the resource 

designated as not viable in the provider’s notice pursuant to paragraph (B) of 

this provision, 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference of (A) the aggregate amount the Qualified DR Provider is 

entitled to receive in payment for any such other Demand Resource it cleared 

in the Base Residual Auction, minus (B) the aggregate amount the provider is 

obligated to pay for capacity resources it purchased in the applicable 

Incremental Auctions to replace any such other Demand Resource the 

provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider’s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 

 

2. Acceptance of such Sell Offer in such BRA increases the total Unforced 

Capacity in the LDA in which such Resource will be located from a megawatt quantity below the 
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LDA Reliability Requirement to a megawatt quantity corresponding to a point on the VRR 

Curve where price is no greater than 0.40 times the applicable Net CONE divided by (one minus 

the pool-wide average EFORd); and 

 

3. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource equal to the lesser of: A) the price in such seller’s Sell Offer for the BRA in 

which such resource qualified as a Planned Generation Capacity Resource; or B) 0.90 times the 

then-current Net CONE, on an Unforced Capacity basis, for such LDA. 

 

If the Sell Offer is submitted consistent with the foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all resources in the LDA receive the 

Capacity Resource Clearing Price.  

 

(ii) in the subsequent two BRAs, if the Resource clears, it shall receive the 

Capacity Resource Clearing Price for such LDA.  If the Resource does not 

clear, it shall be deemed resubmitted at the highest price per MW at which 

the Unforced Capacity of such Resource that cleared the first-year BRA 

will clear the subsequent-year BRA pursuant to the optimization algorithm 

described in section 5.12(a) of this Attachment, and it shall clear and shall 

be committed to the PJM Region in the amount cleared, plus any 

additional minimum-block quantity from its Sell Offer for such Delivery 

Year, but such additional amount shall be no greater than the portion of a 

minimum-block quantity, if any, from its first-year Sell Offer that is 

entitled to compensation for such first year pursuant to section 5.14(b) of 

this Attachment.  The Capacity Resource Clearing Price, and the resources 

cleared, shall be re-determined to reflect such resubmission.  In such case, 

the Resource submitted under this provision shall be paid for the entire 

committed quantity the Sell Offer price that it initially submitted in such 

subsequent BRA.  The difference between such Sell Offer Price and the 

Capacity Resource Clearing Price (as well as any difference between the 

cleared quantity and the committed quantity), will be treated as a Resource 

Make-Whole Payment in accordance with Section 5.14(b).  Other capacity 

resources that clear the BRA in such LDA receive the Capacity Resource 

Clearing Price as determined in Section 5.14(a). 

 

The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in the 

BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for 

Delivery Year 2. 

 

For each Delivery Year that the foregoing conditions are satisfied, the Office of 

the Interconnection shall maintain and employ in the auction clearing for such LDA a separate 

VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of this 

Attachment. 



 

Page 3 

 

4) On or before October 1, 2011, PJM shall file with FERC under FPA 

section 205 revisions to this section 5.14(c) as determined necessary by PJM following a 

stakeholder process, to address concerns expressed by some parties that this provision in its 

current form may not provide adequate long-term revenue assurances to support new entry.  Any 

such changes also shall honor concerns expressed by FERC and others that any such revisions 

must not lead to undue price discrimination between existing and new resources.   

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   

 

 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 
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and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 

Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 
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determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 138,646 128,226 131,681 128,226 128,340 

CC $/MW-yr 175,250 154,870 164,375 154,870 154,870 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 

 

(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.980 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario shall be modified to dispatch the CC resource continuously during 

the full peak-hour period, as described in section 2.46, for each such period that the resource is 

economic (using the test set forth in such section), rather than only during the four-hour blocks 

within such period that such resource is economic, and the ancillary service revenues shall be 

$3198 per MW-year. 

 

(4) Any Sell Offer that is based on  

 

(i) a Planned Generation Capacity Resource located in the PJM 

Region that is submitted in an RPM Auction for a Delivery Year unless a Sell Offer 

based on that resource has cleared an RPM Auction for that or any prior Delivery Year, 

or until a Sell Offer based on that resource clears an RPM auction for that or any 

subsequent Delivery Year; or  
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(ii)  a Planned External Generation Capacity Resource that requires 

sufficient transmission investment for delivery to the PJM Region to indicate a long-term 

commitment to providing capacity to the PJM Region, for the first Delivery Year in which 

such resource qualifies as a Planned External Generation Capacity Resource, or 

submitted in any RPM Auction for that or any subsequent Delivery Year until an offer 

based on that resource first clears an RPM Auction,  

 

in any LDA for which a separate VRR Curve is established for use in the Base Residual Auction 

for the Delivery Year relevant to the RPM Auction in which such offer is submitted, and that is 

less than 90 percent of the applicable Net Asset Class Cost of New Entry or, if there is no 

applicable Net Asset Class Cost of New Entry, less than 70 percent of the Net Asset Class Cost 

of New Entry for a combustion turbine generator as provided in subsection (h)(1) above  shall be 

set to equal 90 percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 

percent of such cost for a combustion turbine, where there is no otherwise applicable net asset 

class figure), unless the Capacity Market Seller obtains the prior determination from the Office 

of the Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions conducted after December 19, 2011, provided that the Net 

Asset Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or 

2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by the 

Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery Year.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 

obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, net cost of new entry were the resource to rely solely on 

revenues from PJM-administered markets .  The following process and requirements shall apply 

to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 
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costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 

certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller’s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 

documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller’s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer’s competitive, cost-

based, fixed, net cost of new entry is below the minimum offer level prescribed by 

subsection (4), based on competitive cost advantages relative to the costs estimated for 

subsection (4), including, without limitation, competitive cost advantages resulting from 

the Capacity Market Seller’s business model, financial condition, tax status, access to 

capital or other similar conditions affecting the applicant’s costs, or based on net 

revenues that are reasonably demonstrated hereunder to be higher than estimated for 

subsection (4).  Capacity Market Sellers shall be asked to demonstrate that claimed cost 
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advantages or sources of net revenue that are irregular or anomalous, that do not reflect 

arm’s-length transactions, or that are not in the ordinary course of the Capacity Market 

Seller’s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 

Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit’s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 

 

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 
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Export Customer’s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  

 

If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 

more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission’s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 
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the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer’s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 

Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 

 

BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider’s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid weekly to the recipient Qualified DR 

Providers by PJMSettlement during the relevant Transition Delivery Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider’s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 
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1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

2. The Qualified DR Provider must demonstrate to PJM’s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider’s notice pursuant to 

paragraph B above, 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

c. an aggregate amount that exceeds:  

(i) any difference of (A) the amount the Qualified DR Provider is entitled to 

receive in payment for the previously cleared Demand Resource it designated 

as not viable in its notice pursuant to  paragraph B of this provision, minus (B) 

the amount the provider is obligated to pay for capacity resources it purchased 

in the Incremental Auctions to replace the Demand Resource the provider 

designated as not viable, plus 

(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Resources that the Qualified DR Provider 

cleared in the applicable Base Residual Auction other than the resource 

designated as not viable in the provider’s notice pursuant to paragraph (B) of 

this provision, 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference of (A) the aggregate amount the Qualified DR Provider is 

entitled to receive in payment for any such other Demand Resource it cleared 

in the Base Residual Auction, minus (B) the aggregate amount the provider is 

obligated to pay for capacity resources it purchased in the applicable 

Incremental Auctions to replace any such other Demand Resource the 

provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider’s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 
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2. All or any part of a Sell Offer from the Planned Generation Capacity 

Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the 

Capacity Resource Clearing Price for the LDA. 

 

3. Acceptance of all or any part of a Sell Offer that meets the conditions in 

section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA 

(including any minimum block quantity) for the LDA in which such Resource will be located 

from a megawatt quantity below the LDA Reliability Requirement to a megawatt quantity at or 

above a megawatt quantity at the price-quantity point on the VRR Curve at which the price is 

0.40 times the applicable Net CONE divided by (one minus the pool-wide average EFORd); and 

 

4. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of: 

A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned 

Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90 

times the Net CONE applicable in the first BRA in which such Planned Generation Capacity 

Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity 

basis, for such LDA. 

 

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the 

foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all cleared resources in the LDA receive 

the Capacity Resource Clearing Price set by the Sell Offer as the marginal 

offer, in accordance with sections 5.12(a) and 5.14(a).  

 

(ii) in either of the subsequent two BRAs, if any part of the Sell Offer from 

the Resource clears, it shall receive the Capacity Resource Clearing Price 

for such LDA for its cleared capacity and for any additional minimum 

block quantity pursuant to section 5.14(b); or 

 

(iii) if the Resource does not clear, it shall be deemed resubmitted at the 

highest price per MW-day at which the megawatt quantity of Unforced 

Capacity of such Resource that cleared the first-year BRA will clear the 

subsequent-year BRA pursuant to the optimization algorithm described in 

section 5.12(a) of this Attachment, and  

 

(iv) the resource with its Sell Offer submitted shall clear and shall be 

committed to the PJM Region in the amount cleared, plus any additional 

minimum-block quantity from its Sell Offer for such Delivery Year, but 

such additional amount shall be no greater than the portion of a minimum-

block quantity, if any, from its first-year Sell Offer satisfying section 

5.14(c)(1)-(3) that is entitled to compensation pursuant to section 5.14(b) 

of this Attachment; and 
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(v) the Capacity Resource Clearing Price, and the resources cleared, shall be 

re-determined to reflect the resubmitted Sell Offer.  In such case, the 

Resource for which the Sell Offer is submitted pursuant to section 

5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell 

Offer price that it initially submitted in such subsequent BRA.  The 

difference between such Sell Offer price and the Capacity Resource 

Clearing Price (as well as any difference between the cleared quantity and 

the committed quantity), will be treated as a Resource Make-Whole 

Payment in accordance with Section 5.14(b).  Other capacity resources 

that clear the BRA in such LDA receive the Capacity Resource Clearing 

Price as determined in Section 5.14(a). 

 

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in 

the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for 

Delivery Year 2.  However, the failure to submit a Sell Offer consistent with section 5.14(c)(4) 

in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing 

Adjustment for Delivery Years 2 and 3. 

 

7. For each Delivery Year that the foregoing conditions are satisfied, the 

Office of the Interconnection shall maintain and employ in the auction clearing for such LDA a 

separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of 

this Attachment. 

 

8. On or before August 1, 2012, PJM shall file with FERC under FPA 

section 205, as determined necessary by PJM following a stakeholder process, tariff changes to 

establish a long-term auction process as a not unduly discriminatory means to provide adequate 

long-term revenue assurances to support new entry, as a supplement to or replacement of this 

New Entry Price Adjustment.    

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   
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 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 

and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 
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Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 

determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 138,646 128,226 131,681 128,226 128,340 

CC $/MW-yr 175,250 154,870 164,375 154,870 154,870 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 
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(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be 

modified to dispatch the CC resource continuously during the full peak-hour period, as described 

in section 2.46, for each such period that the resource is economic (using the test set forth in such 

section), rather than only during the four-hour blocks within such period that such resource is 

economic, and the ancillary service revenues shall be $3198 per MW-year. 

 

(4) Any Sell Offer that is based on  

 

(i) a Planned Generation Capacity Resource located in the PJM 

Region that is submitted in an RPM Auction for a Delivery Year unless a Sell Offer based 

on that resource has cleared an RPM Auction for that or any prior Delivery Year, or 

until a Sell Offer based on that resource clears an RPM auction for that or any 

subsequent Delivery Year; or 

 

(ii)  a Planned External Generation Capacity Resource that requires 

sufficient transmission investment for delivery to the PJM Region to indicate a long-term 

commitment to providing capacity to the PJM Region, for the first Delivery Year in which 

such resource qualifies as a Planned External Generation Capacity Resource, or 

submitted in any RPM Auction for that or any subsequent Delivery Year until an offer 

based on that resource first clears an RPM Auction,  

 

in any LDA for which a separate VRR Curve is established for use in the Base Residual Auction 

for the Delivery Year relevant to the RPM Auction in which such offer is submitted, and that is 

less than 90 percent of the applicable Net Asset Class Cost of New Entry or, if there is no 

applicable Net Asset Class Cost of New Entry, less than 70 percent of the Net Asset Class Cost 

of New Entry for a combustion turbine generator as provided in subsection (h)(1) above  shall be 

set to equal 90 percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 

percent of such cost for a combustion turbine, where there is no otherwise applicable net asset 

class figure), unless the Capacity Market Seller obtains the prior determination from the Office 

of the Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions conducted after December 19, 2011, provided that the Net 

Asset Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or 

2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by the 

Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery Year.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 
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obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, net cost of new entry were the resource to rely solely on 

revenues from PJM-administered markets .  The following process and requirements shall apply 

to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 

costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 

certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller’s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 
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documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller’s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer’s competitive, cost-

based, fixed, net cost of new entry is below the minimum offer level prescribed by 

subsection (4), based on competitive cost advantages relative to the costs estimated for 

subsection (4), including, without limitation, competitive cost advantages resulting from 

the Capacity Market Seller’s business model, financial condition, tax status, access to 

capital or other similar conditions affecting the applicant’s costs, or based on net 

revenues that are reasonably demonstrated hereunder to be higher than estimated for 

subsection (4).  Capacity Market Sellers shall be asked to demonstrate that claimed cost 

advantages or sources of net revenue that are irregular or anomalous, that do not reflect 

arm’s-length transactions, or that are not in the ordinary course of the Capacity Market 

Seller’s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 

Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit’s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 
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Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 

 

Export Customer’s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  

 

If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 
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more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission’s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 

the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer’s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 

Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 
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BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider’s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid weekly to the recipient Qualified DR 

Providers by PJMSettlement during the relevant Transition Delivery Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider’s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 

 

1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

 

2. The Qualified DR Provider must demonstrate to PJM’s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

 

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider’s notice pursuant to 

paragraph B above, 

 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

 

c. an aggregate amount that exceeds:  

 

(i) any difference of (A) the amount the Qualified DR Provider is entitled to 

receive in payment for the previously cleared Demand Resource it designated 

as not viable in its notice pursuant to  paragraph B of this provision, minus (B) 

the amount the provider is obligated to pay for capacity resources it purchased 

in the Incremental Auctions to replace the Demand Resource the provider 

designated as not viable, plus 
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(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Resources that the Qualified DR Provider 

cleared in the applicable Base Residual Auction other than the resource 

designated as not viable in the provider’s notice pursuant to paragraph (B) of 

this provision, 

 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference of (A) the aggregate amount the Qualified DR Provider is 

entitled to receive in payment for any such other Demand Resource it cleared 

in the Base Residual Auction, minus (B) the aggregate amount the provider is 

obligated to pay for capacity resources it purchased in the applicable 

Incremental Auctions to replace any such other Demand Resource the 

provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider’s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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5.14 Clearing Prices and Charges 

 

 a) Capacity Resource Clearing Prices  

 

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall 

calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in 

such auction.  The Capacity Resource Clearing Price for each LDA will be the sum of the 

following:  (1) the marginal value of system capacity for the PJM Region, without considering 

locational constraints, (2) the Locational Price Adder, if any in such LDA, (3) the Annual 

Resource Price Adder, if any, and (4) the Extended Summer Resource Price Adder, if any, all as 

determined by the Office of the Interconnection based on the optimization algorithm.   If a 

Capacity Resource is located in more than one Locational Deliverability Area, it shall be paid the 

highest Locational Price Adder in any applicable LDA in which the Sell Offer for such Capacity 

Resource cleared. The Annual Resource Price Adder is applicable for Annual Resources only.  

The Extended Summer Resource Price Adder is applicable for Annual Resources and Extended 

Summer Demand Resources.   

 

 b) Resource Make-Whole Payments 

 

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the 

market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to 

clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.  

In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to 

the Capacity Resource Clearing Price in such auction times the difference between the Sell 

Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity.  The cost for any 

such Resource Make-Whole Payments required in a Base Residual Auction or Incremental 

Auction for adjustment of prior capacity commitments shall be collected pro rata from all LSEs 

in the LDA in which such payments were made, based on their Daily Unforced Capacity 

Obligations. The cost for any such Resource Make-Whole Payments required in an Incremental 

Auction for capacity replacement shall be collected from all Capacity Market Buyers in the LDA 

in which such payments were made, on a pro-rata basis based on the MWs purchased in such 

auction. 

 

 c) New Entry Price Adjustment  

 

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity 

Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with 

a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years 

if: 

 

1. Such Capacity Market Seller provides notice of such election at the time it 

submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such 

resource is eligible to be considered a Planned Generation Capacity Resource; 
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2. All or any part of a Sell Offer from the Planned Generation Capacity 

Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the 

Capacity Resource Clearing Price for the LDA. 

 

3. Acceptance of all or any part of a Sell Offer that meets the conditions in 

section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA 

(including any minimum block quantity) for the LDA in which such Resource will be located 

from a megawatt quantity below the LDA Reliability Requirement to a megawatt quantity at or 

above a megawatt quantity at the price-quantity point on the VRR Curve at which the price is 

0.40 times the applicable Net CONE divided by (one minus the pool-wide average EFORd); and 

 

4. Such Capacity Market Seller submits Sell Offers in the BRA for the two 

immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation 

Capacity Resource committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of: 

A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned 

Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90 

times the Net CONE applicable in the first BRA in which such Planned Generation Capacity 

Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity 

basis, for such LDA. 

 

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the 

foregoing conditions, then: 

 

(i) in the first Delivery Year, the Resource sets the Capacity Resource 

Clearing Price for the LDA and all cleared resources in the LDA receive 

the Capacity Resource Clearing Price set by the Sell Offer as the marginal 

offer, in accordance with sections 5.12(a) and 5.14(a).  

 

(ii) in either of the subsequent two BRAs, if any part of the Sell Offer from 

the Resource clears, it shall receive the Capacity Resource Clearing Price 

for such LDA for its cleared capacity and for any additional minimum 

block quantity pursuant to section 5.14(b); or 

 

(iii) if the Resource does not clear, it shall be deemed resubmitted at the 

highest price per MW-day at which the megawatt quantity of Unforced 

Capacity of such Resource that cleared the first-year BRA will clear the 

subsequent-year BRA pursuant to the optimization algorithm described in 

section 5.12(a) of this Attachment, and  

 

(iv) the resource with its Sell Offer submitted shall clear and shall be 

committed to the PJM Region in the amount cleared, plus any additional 

minimum-block quantity from its Sell Offer for such Delivery Year, but 

such additional amount shall be no greater than the portion of a minimum-

block quantity, if any, from its first-year Sell Offer satisfying section 

5.14(c)(1)-(3) that is entitled to compensation pursuant to section 5.14(b) 

of this Attachment; and 



 

Page 3 

 

(v) the Capacity Resource Clearing Price, and the resources cleared, shall be 

re-determined to reflect the resubmitted Sell Offer.  In such case, the 

Resource for which the Sell Offer is submitted pursuant to section 

5.14(c)(1)-(4) shall be paid for the entire committed quantity at the Sell 

Offer price that it initially submitted in such subsequent BRA.  The 

difference between such Sell Offer price and the Capacity Resource 

Clearing Price (as well as any difference between the cleared quantity and 

the committed quantity), will be treated as a Resource Make-Whole 

Payment in accordance with Section 5.14(b).  Other capacity resources 

that clear the BRA in such LDA receive the Capacity Resource Clearing 

Price as determined in Section 5.14(a). 

 

6. The failure to submit a Sell Offer consistent with Section 5.14(c)(i)-(iii) in 

the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price Adjustment for 

Delivery Year 2.  However, the failure to submit a Sell Offer consistent with section 5.14(c)(4) 

in the BRA for Delivery Year 2 shall make the resource ineligible for the New Entry Pricing 

Adjustment for Delivery Years 2 and 3. 

 

7. For each Delivery Year that the foregoing conditions are satisfied, the 

Office of the Interconnection shall maintain and employ in the auction clearing for such LDA a 

separate VRR Curve, notwithstanding the outcome of the test referenced in Section 5.10(a)(ii) of 

this Attachment. 

 

8. On or before August 1, 2012, PJM shall file with FERC under FPA 

section 205, as determined necessary by PJM following a stakeholder process, tariff changes to 

establish a long-term auction process as a not unduly discriminatory means to provide adequate 

long-term revenue assurances to support new entry, as a supplement to or replacement of this 

New Entry Price Adjustment.    

 

 

 d) Qualifying Transmission Upgrade Payments 

 

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission 

Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity 

Resource Clearing Price, including any Locational Price Adder, of the LDA into which the 

Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the 

Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from 

which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of 

increased CETL cleared from such Sell Offer.  Such payments shall be reflected in the 

Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone 

associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer 

Rights allocated to Load-Serving Entities under section 5.15, as set forth in that section.  

PJMSettlement shall be the Counterparty to any cleared capacity transaction resulting from a Sell 

Offer based on a Qualifying Transmission Upgrade.   
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 e) Locational Reliability Charge  

 

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 

Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13, 

5.14A, and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation in a Zone during such 

Delivery Year multiplied by the applicable Final Zonal Capacity Price in such Zone.  

PJMSettlement shall be the Counterparty to the LSEs’ obligations to pay, and payments of, 

Locational Reliability Charges. 

 

 f) The Office of the Interconnection shall determine Zonal Capacity Prices in 

accordance with the following, based on the optimization algorithm: 

 

i) The Office of the Interconnection shall calculate and post the Preliminary 

Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such 

Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the 

marginal value of system capacity for the PJM Region, without considering locational 

constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located; 

provided however, that if the Zone contains multiple LDAs with different Capacity Resource 

Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource 

Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources 

cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources in the LDA for which the zone is located; 

and 4) an adjustment, if required, to account for Resource Make-Whole Payments, all as 

determined in accordance with the optimization algorithm. 

 

ii) The Office of the Interconnection shall calculate and post the Adjusted 

Zonal Capacity Price following each Incremental Auction.  The Adjusted Zonal Capacity Price 

for each Zone shall equal the sum of:  (1) the average marginal value of system capacity 

weighted by the Unforced Capacity cleared in all auctions previously conducted for such 

Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the 

average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions 

previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as 

replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual 

Resources and Extended Summer Demand Resources for all auctions previously conducted for 

such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); and (4) 

an adjustment, if required, to account for Resource Make-Whole Payments for all actions 

previously conducted (excluding any Resource Make-Whole Payments to be charged to the 

buyers of replacement capacity). The Adjusted Zonal Capacity Price may decrease if Unforced 

Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.  

 

iii) The Office of the Interconnection shall, through May 31, 2012, calculate 

and post the Final Zonal Capacity Price after all ILR resources are certified for the Delivery 

Years and, thereafter, shall calculate and post such price after the final auction is held for such 

Delivery Year, as set forth above.  The Final Zonal Capacity Price for each Zone shall equal the 

Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through May 31, 

2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 
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Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 

Demand Resource cleared in the Base Residual Auction and Second Incremental Auction.  For 

such purpose, for the three consecutive Delivery Years ending May 31, 2012 only, the Forecast 

ILR allocated to loads located in the AEP transmission zone that are served under the Reliability 

Pricing Model shall be in proportion for each such year to the load ratio share of such RPM loads 

compared to the total peak loads of such zone for such year; and any remaining ILR Forecast that 

otherwise would be allocated to such loads shall be allocated to all Zones in the PJM Region pro 

rata based on their Preliminary Zonal Peak Load Forecasts.  

 

 g) Resource Substitution Charge 

 

Each Capacity Market Buyer in an Incremental Auction securing replacement capacity shall pay 

a Resource Substitution Charge equal to the Capacity Resource Clearing Price resulting from 

such auction multiplied by the megawatt quantity of Unforced Capacity purchased by such 

Market Buyer in such auction.  

 

 h) Minimum Offer Price Rule for Certain Planned Generation Capacity Resources  

 

(1) For purposes of this section, the Net Asset Class Costs of New Entry shall 

be asset-class estimates of competitive, cost-based nominal levelized Cost of New Entry, net of 

energy and ancillary service revenues.  Determination of the gross Cost of New Entry component 

of the Net Asset Class Cost of New Entry shall be consistent with the methodology used to 

determine the Cost of New Entry set forth in Section 5.10(a)(iv)(A) of this Attachment.  The 

gross Cost of New Entry component of Net Asset Class Cost of New Entry shall be, for purposes 

of the Delivery Year commencing on June 1, 2014, the values indicated in the table below for 

each CONE Area for a combustion turbine generator (“CT”) and a combined cycle generator 

(“CC”), respectively, and shall be adjusted for subsequent Delivery Years in accordance with 

subsection (h)(2) below.  The estimated energy and ancillary service revenues for each type of 

plant shall be determined as described in subsection (h)(3) below.  Notwithstanding the 

foregoing, the Net Asset Class Cost of New Entry shall be zero for: (i) Sell Offers based on 

nuclear, coal or Integrated Gasification Combined Cycle facilities; or (ii) Sell Offers based on 

hydroelectric, wind, or solar facilities.  

 

 

 CONE Area 1 CONE Area 2 CONE Area 3 CONE Area 4 CONE Area 5 

CT $/MW-yr 134,000 123,7000 123,500 130,100 111,000 

CC $/MW-yr 168,200 147,600 162,200 161,800 143,800 

 

(2) Beginning with the Delivery Year that begins on June 1, 2015, the Cost of 

New Entry component of the Net Asset Class Cost of New Entry shall be adjusted to reflect 

changes in generating plant construction costs based on changes in the Applicable H-W Index, in 

the same manner as set forth for the cost of new entry in section 5.10(a)(iv)(B), provided, 

however, that nothing herein shall preclude the Office of the Interconnection from filing to 

change the Net Asset Class Cost of New Entry for any Delivery Year pursuant to appropriate 

filings with FERC under the Federal Power Act. 
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(3) For purposes of this provision, the net energy and ancillary services 

revenue estimate for a combustion turbine generator shall be that determined by section 

5.10(a)(v)(A) of this Attachment DD, provided that the energy revenue estimate for each CONE 

Area shall be based on the Zone within such CONE Area that has the highest energy revenue 

estimate calculated under the methodology in that subsection.  The net energy and ancillary 

services revenue estimate for a combined cycle generator shall be determined in the same 

manner as that prescribed for a combustion turbine generator in the previous sentence, except 

that the heat rate assumed for the combined cycle resource shall be 6.722 MMbtu/Mwh, the 

variable operations and maintenance expenses for such resource shall be $3.23 per MWh, the 

Peak-Hour Dispatch scenario for both the Day-Ahead and Real-Time Energy Markets shall be 

modified to dispatch the CC resource continuously during the full peak-hour period, as described 

in section 2.46, for each such period that the resource is economic (using the test set forth in such 

section), rather than only during the four-hour blocks within such period that such resource is 

economic, and the ancillary service revenues shall be $3198 per MW-year. 

 

(4) Any Sell Offer that is based on  

 

(i) a Planned Generation Capacity Resource located in the PJM 

Region that is submitted in an RPM Auction for a Delivery Year unless a Sell Offer based 

on that resource has cleared an RPM Auction for that or any prior Delivery Year, or 

until a Sell Offer based on that resource clears an RPM auction for that or any 

subsequent Delivery Year; or 

 

(ii)  a Planned External Generation Capacity Resource that requires 

sufficient transmission investment for delivery to the PJM Region to indicate a long-term 

commitment to providing capacity to the PJM Region, for the first Delivery Year in which 

such resource qualifies as a Planned External Generation Capacity Resource, or 

submitted in any RPM Auction for that or any subsequent Delivery Year until an offer 

based on that resource first clears an RPM Auction,  

 

in any LDA for which a separate VRR Curve is established for use in the Base Residual Auction 

for the Delivery Year relevant to the RPM Auction in which such offer is submitted, and that is 

less than 90 percent of the applicable Net Asset Class Cost of New Entry or, if there is no 

applicable Net Asset Class Cost of New Entry, less than 70 percent of the Net Asset Class Cost 

of New Entry for a combustion turbine generator as provided in subsection (h)(1) above  shall be 

set to equal 90 percent of the applicable Net Asset Class Cost of New Entry (or set equal to 70 

percent of such cost for a combustion turbine, where there is no otherwise applicable net asset 

class figure), unless the Capacity Market Seller obtains the prior determination from the Office 

of the Interconnection described in subsection (5) hereof.  This provision applies to Sell Offers 

submitted in Incremental Auctions conducted after December 19, 2011, provided that the Net 

Asset Class Cost of New Entry values for any such Incremental Auctions for the 2012-13 or 

2013-14 Delivery Years shall be the Net Asset Class Cost of New Entry values posted by the 

Office of the Interconnection for the Base Residual Auction for the 2014-15 Delivery Year.  

 

(5) A Sell Offer meeting the criteria in subsection (4) shall be permitted and 

shall not be re-set to the price level specified in that subsection if the Capacity Market Seller 
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obtains a determination from the Office of the Interconnection prior to the RPM Auction in 

which it seeks to submit the Sell Offer, that such Sell Offer is permissible because it is consistent 

with the competitive, cost-based, fixed, net cost of new entry were the resource to rely solely on 

revenues from PJM-administered markets .  The following process and requirements shall apply 

to requests for such determinations: 

 

(i) The Capacity Market Seller may request such a determination at 

any time, but no later than 60 days prior to the auction in which it seeks to submit its Sell 

Offer, by submitting simultaneously to the Office of the Interconnection and the Market 

Monitoring Unit a request with full documentation as described below and in the PJM 

Manuals.  A Capacity Market Seller may request such a determination before the 

minimum offer level specified in subsection (4) is established for the relevant Delivery 

Year, based on the minimum offer level established for the prior Delivery Year or other 

reasonable estimate of the minimum offer level expected for the relevant Delivery Year.  

In such event, if the minimum offer level subsequently established for the relevant 

Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no 

exception shall be required. 

 

(ii) As more fully set forth in the PJM Manuals, the Capacity Market 

Seller must include in its request for an exception under this subsection documentation to 

support the fixed development, construction, operation, and maintenance costs of the 

planned generation resource, as well as estimates of offsetting net revenues.  Estimates of 

costs or revenues shall be supported at a level of detail comparable to the cost and 

revenue estimates used to support the Net Asset Class Cost of New Entry established 

under this section 5.14(h).  As more fully set forth in the PJM Manuals, supporting 

documentation for project costs may include, as applicable and available, a complete 

project description; environmental permits; vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; bases for electric and gas 

interconnection costs and any cost contingencies; bases and support for property taxes, 

insurance, operations and maintenance (“O&M”) contractor costs, and other fixed O&M 

and administrative or general costs; financing documents for construction–period and 

permanent financing or evidence of recent debt costs of the seller for comparable 

investments; and the bases and support for the claimed capitalization ratio, rate of return, 

cost-recovery period, inflation rate, or other parameters used in financial modeling.  Such 

documentation also shall identify and support any sunk costs that the Capacity Market 

Seller has reflected as a reduction to its Sell Offer   The request shall include a 

certification, signed by an officer of the Capacity Market Seller, that the claimed costs 

accurately reflect, in all material respects, the seller’s reasonably expected costs of new 

entry and that the request satisfies all standards for an exception hereunder.  The request 

also shall identify all revenue sources relied upon in the Sell Offer to offset the claimed 

fixed costs, including, without limitation, long-term power supply contracts, tolling 

agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that 

such offsetting revenues are consistent, over a reasonable time period identified by the 

Capacity Market Seller, with the standard prescribed above.  In making such 

demonstration, the Capacity Market Seller may rely upon forecasts of competitive 

electricity prices in the PJM Region based on well defined models that include fully 
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documented estimates of future fuel prices, variable operation and maintenance expenses, 

energy demand, emissions allowance prices, and expected environmental or energy 

policies that affect the seller’s forecast of electricity prices in such region, employing 

input data from sources readily available to the Office of the Interconnection and the 

Market Monitoring Unit.  Documentation for net revenues also may include, as available 

and applicable, plant performance and capability information, including heat rate, start-up 

times and costs, forced outage rates, planned outage schedules, maintenance cycle, fuel 

costs and other variable operations and maintenance expenses,  and ancillary service 

capabilities.  In addition to the documentation identified herein and in the PJM Manuals, 

the Capacity Market Seller shall provide any additional supporting information requested 

by the Office of the Interconnection or the Market Monitoring Unit to evaluate the Sell 

Offer.  

 

(iii) A Sell Offer evaluated hereunder shall be permitted if the 

information provided reasonably demonstrates that the Sell Offer’s competitive, cost-

based, fixed, net cost of new entry is below the minimum offer level prescribed by 

subsection (4), based on competitive cost advantages relative to the costs estimated for 

subsection (4), including, without limitation, competitive cost advantages resulting from 

the Capacity Market Seller’s business model, financial condition, tax status, access to 

capital or other similar conditions affecting the applicant’s costs, or based on net 

revenues that are reasonably demonstrated hereunder to be higher than estimated for 

subsection (4).  Capacity Market Sellers shall be asked to demonstrate that claimed cost 

advantages or sources of net revenue that are irregular or anomalous, that do not reflect 

arm’s-length transactions, or that are not in the ordinary course of the Capacity Market 

Seller’s business are consistent with the standards of this subsection.  Failure to 

adequately support such costs or revenues so as to enable the Office of the 

Interconnection to make the determination required in this section will result in denial of 

an exception hereunder by the Office of the Interconnection.    

 

(iv) the determination required under this subsection shall be provided 

to the Capacity Market Seller in writing by the Office of the Interconnection no later than 

45 days after receipt of the request.  The Market Monitoring Unit shall first review the 

information and documentation in support of the request and shall provide its findings in 

accordance with the standards and criteria hereunder in writing simultaneously to the 

Capacity Market Seller and the Office of the Interconnection no later than 30 days after 

receipt of such request.  If the findings of the Market Monitoring Unit are adverse to the 

Capacity Market Seller, such Capacity Market Seller may request, through written notice 

within 5 days of its receipt of the Market Monitoring Unit’s findings, review by the 

Office of the Interconnection, provided, however, that the Office of the Interconnection 

as Tariff administrator may elect to review any Market Monitoring Unit determination 

hereunder on its own initiative.   

 

i) Capacity Export Charges and Credits 

 

(1) Charge 
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Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a 

Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission 

Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal 

Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control 

Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery 

Year for the Zone in which the resources designated for export are located, but not less than 

zero).  If more than one Zone forms the interface with such Control Area, then the amount of 

Reserved Capacity described above shall be apportioned among such Zones for purposes of the 

above calculation in proportion to the flows from such resource through each such Zone directly 

to such interface under CETO/CETL analysis conditions, as determined by the Office of the 

Interconnection using procedures set forth in the PJM Manuals.  The amount of the Reserved 

Capacity that is associated with a fully controllable facility that crosses such interface shall be 

completely apportioned to the Zone within which such facility terminates. 

 

(2) Credit 

 

To recognize the value of firm Transmission Service held by any such Capacity Export 

Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall 

receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities 

under section 5.15.  Such credit shall be equal to the locational capacity price difference 

specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as 

follows: 

 

Export Customer’s Allocated Share equals  

 

(Export Path Import * Export Reserved Capacity) / 

 

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone). 

 

 Where: 

 

“Export Path Import” means the megawatts of Unforced Capacity imported into the export 

interface Zone from the Zone in which the resource designated for export is located.  

 

If more than one Zone forms the interface with such Control Area, then the amount of Export 

Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation 

in the same manner as set forth in subsection (i)(1) above.  

 

(3) Distribution of Revenues 

 

Any revenues collected from the Capacity Export Charge with respect to any capacity export for 

a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be 

distributed to the Load Serving Entities in the export-interface Zone that were assessed a  

 

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced 

Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If 



 

Page 10 

more than one Zone forms the interface with such Control Area, then the revenues shall be 

apportioned among such Zones for purposes of the above calculation in the same manner as set 

forth in subsection (i)(1) above. 

 

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013, 

2013/2014, and 2014/2015 

  

A.  This Transition Provision applies only with respect to Demand Resources cleared in the 

Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years 

(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment 

Service Provider as an aggregator of end-use customers registered for the Emergency Load 

Response Program as Full Program Option or Capacity Only Option. A Curtailment Service 

Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A 

referred to as a “Qualified DR Provider.” 

 

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for 

a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions 

of the Emergency Load Response Program which became effective on November 7, 2011, 

pursuant to the Commission’s order issued on November 4, 2011, in Docket No. ER11-3322-000 

(137 FERC ¶ 61,108), the Qualified DR Provider must so inform PJM in writing by no later than 

30 days prior to the next Incremental Auction for the Transition Delivery Year for which the 

identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide 

the notice described in this paragraph shall be excluded from application of the remainder of this 

Transition Provision. A Demand Resource cleared for a Transition Delivery Year is not viable 

for purposes of this Transition Provision to the extent that it relies upon load reduction by any 

end-use customer for which the applicable Qualified DR Provider anticipated, when it offered 

the Demand Resource, measuring load reduction at loads in excess of such customer’s peak load 

contribution during Emergency Load Response dispatch events or tests. 

 

1. In the event a Qualified DR Provider that participates in an Incremental Auction after 

providing notice pursuant to paragraph B. above purchases Capacity Resources to 

replace its previously cleared Demand Resource at a price that exceeds the price at 

which the provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year, the Qualified DR Provider shall receive a DR 

Capacity Transition Credit in an amount determined by the following: 

 

DRTC = (IAP – BRP) * DRMW 

 

Where: 

 

DRTC is the amount of the DR Capacity Transition Credit for the 

Qualified DR Provider, expressed in dollars; 

 

IAP = the Capacity Resource Clearing Price paid by the Qualified DR 

Provider for replacement Capacity Resources in the Incremental Auction 

for the relevant Transition Delivery Year; 
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BRP = the Capacity Resource Clearing Price at which the Qualified DR 

Provider’s Demand Resource cleared in the Base Residual Auction for the 

same Transition Delivery Year; and  

 

DRMW = the capacity in MW of the Qualified DR Provider’s previously 

cleared Demand Resource. 

 

2. All DR Capacity Transition Credits will be paid weekly to the recipient Qualified DR 

Providers by PJMSettlement during the relevant Transition Delivery Year. 

 

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers 

shall be included in the Locational Reliability Charge collected by PJMSettlement 

during the relevant Transition Delivery Year from Load-Serving Entities in the 

LDA(s) for which the Qualified DR Provider’s subject Demand Resource was 

cleared.  

 

C. A Qualified DR Provider may seek compensation related to its previously cleared 

Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity 

Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the 

following conditions: 

 

1. The Qualified DR Provider must provide timely notice to PJM in accordance with 

paragraph B of this Transition Provision, and 

 

2. The Qualified DR Provider must demonstrate to PJM’s reasonable satisfaction, not 

later than 60 days prior to the start of the applicable Transition Delivery Year, that  

 

a. the Qualified DR Provider entered into contractual arrangements on or before 

April 7, 2011, with one or more end-use customers registered for the Emergency 

Load Response Program as Full Program Option or Capacity Only Option in 

association with the Demand Resource identified in the provider’s notice pursuant to 

paragraph B above, 

 

b. under which the Qualified DR Provider is unavoidably obligated to pay to such 

end-use customers during the relevant Transition Delivery Year  

 

c. an aggregate amount that exceeds:  

 

(i) any difference of (A) the amount the Qualified DR Provider is entitled to 

receive in payment for the previously cleared Demand Resource it designated 

as not viable in its notice pursuant to  paragraph B of this provision, minus (B) 

the amount the provider is obligated to pay for capacity resources it purchased 

in the Incremental Auctions to replace the Demand Resource the provider 

designated as not viable, plus 
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(ii) any monetary gains the Qualified DR Provider realizes from purchases of 

Capacity Resources in Incremental Auctions for the same Transition Delivery 

Year to replace any Demand Resources that the Qualified DR Provider 

cleared in the applicable Base Residual Auction other than the resource 

designated as not viable in the provider’s notice pursuant to paragraph (B) of 

this provision, 

 

(iii) where “monetary gains” for the purpose of clause (ii) shall be any 

positive difference of (A) the aggregate amount the Qualified DR Provider is 

entitled to receive in payment for any such other Demand Resource it cleared 

in the Base Residual Auction, minus (B) the aggregate amount the provider is 

obligated to pay for capacity resources it purchased in the applicable 

Incremental Auctions to replace any such other Demand Resource the 

provider cleared in the Base Residual Auction. 

 

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph 

C of this Transition Provision shall be entitled to an Alternative DR Transition Credit equal to 

the amount described in paragraph C.2.c. above. Any Alternative DR Transition Credit provided 

in accordance with this paragraph shall be paid and collected by PJMSettlement in the same 

manner as described in paragraphs B.2. and B.3. of this Transition Provision, provided, however, 

that each Qualified DR Provider receiving an Alternative DR Transition Credit shall submit to 

PJM within 15 days following the end of each month of the relevant Transition Delivery Year a 

report providing the calculation described in paragraph C.2.c. above, using actual amounts paid 

and received through the end of the month just ended. The DR Provider’s Alternative DR 

Transition Credit shall be adjusted as necessary (including, if required, in the month following 

the final month of the Transition Delivery Year) to ensure that the total credit paid to the 

Qualified DR Provider for the Transition Delivery Year will equal, but shall not exceed, the 

amount described in paragraph C.2.c. above, calculated using the actual amounts paid and 

received by the Qualified DR Provider. 
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Reporting and Compliance 

 

Actual load reductions of Energy Only Option emergency resources will be added back for the 

purpose of peak load calculations for capacity for the following Delivery Year. 

 

Actual Emergency Load Response and Economic Load Response load reductions for Load 

Management resources registered as Emergency Load Response Full Program Option or 

Capacity Only resources which occur from June 1 through September 30, will be added back for 

the purpose of calculating peak load for capacity for the following Delivery Year, as set forth in 

the PJM Manuals and consistent with the load response recognized for capacity compliance as 

set forth in the Reporting and Compliance provisions below.  Capacity Only resources are Full 

Program Option resources that do not receive an energy payment for load reductions during an 

emergency event.  

 

Actual load reductions of Load Management resources registered as Emergency Load Response 

Full Program Option or Capacity Only resources used to determine Load Management event and 

test capacity compliance for Firm Service Level and Guaranteed Load Drop end-use customers 

shall be equal to the load reduction provided to the electric distribution company as follows and 

in accordance with the PJM Manuals:  

 

i)  For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to 

best represent what the load would have been if PJM did not declare a Load Management 

event or the CSP did not initiate a test as outlined in the PJM Manuals, minus the metered 

load (“Load”) and then multiplied by the loss factor (“LF”) or (b) the current Delivery 

Year peak load contribution (“PLC”) minus the metered load multiplied by the loss factor 

(“LF”).  A load reduction will only be recognized for capacity compliance if the metered 

load multiplied by the loss factor is less than the current Delivery Year peak load 

contribution.  The calculation is represented by: 

 

Minimum of {(comparison load – Load) * LF, PLC – (Load * LF)} 

 

Methodologies for establishing comparison load for Guaranteed Load Drop end-use 

customers include the following: 

 

 Comparable Day 

 Same Day 

 Customer Baseline 

 Regression Analysis 

 Generation 

Each of these methodologies is described in greater detail in Manual M-19, PJM Manual 

for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.  
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ii)  For Firm Service Level end-use customers the current Delivery Year peak load 

contribution (“PLC”) minus the metered load (“Load”) multiplied by the loss factor 

(“LF”). The calculation is represented by: 

 

PLC – (Load * LF ) 

 

The capacity compliance of Load Management resources that are registered as Emergency Load 

Response Full Program Option, as determined in accordance with these Reporting and 

Compliance provisions, shall not affect energy payments to such resources for load reductions 

during an emergency event, as provided in the Market Settlements provisions above and 

Attachment DD of the Tariff. 

 

PJM will submit any required reports to FERC on behalf of the Load Response Program 

participants. PJM will also post this document, as well as any other program-related 

documentation on the PJM website.  

 

PJM will post on its website a report of demand response activity, and will provide a summary 

thereof to the PJM Markets and Reliability Committee on an annual basis. 

 

As PJM receives evidence from the electric distribution companies or Load Serving Entities 

pursuant to section 1.3 of PJM Emergency Load Response Program, PJM will post on its website 

a list of those Relevant Electric Retail Regulatory Authorities that the electric distribution 

companies or Load Serving Entities assert prohibit or condition retail participation in PJM’s 

Emergency Load Response Program together with a corresponding reference to the Relevant 

Electric Retail Regulatory Authority evidence that is provided to PJM by the electric distribution 

companies or Load Serving Entities. 
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