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March 6, 2026

The Honorable Debbie-Anne A. Reese
Secretary

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

Re:

PJM Interconnection L.L.C., Docket No. ER26-846-001
Response to February 13, 2026 Deficiency Notice

Dear Secretary Reese,

Pursuant to the February 13, 2026 Deficiency Notice' of Federal Energy Regulatory

Commission (“FERC” or “Commission”) Staff in the above-referenced proceeding, PJIM

Interconnection, L.L.C. (“PJM”) hereby submits the following responses to the questions

presented.

I.

RESPONSES TO REQUEST FOR ADDITIONAL INFORMATION

PJM states that its “proposal ensures that PJM will only approve the registration of an
Economic Load Response Regulation Only Participant if the electric distribution
company [EDC] affirms that there will be no distribution-system reliability impacts via
action on the pending registration.” PJM adds that “[t]his requirement aligns with the
responsibility that electric distribution companies have for reliability of their local
distribution facilities under state/local law, and is reasonable given that electric
distribution companies are the entities responsible for interpreting and administering
NEM [net energy metering] tariffs under state/local law.”

In its Answer, PIM states that it explicitly incorporates an EDC review process into its
proposal via the following amendments to its Tariff, Attachment K-Appendix, section
1.5A.3.(1)(a)(i1), and Operating Agreement, Schedule 1, section 1.5A.3.(1)(a)(i1):

' PJM Interconnection, L.L.C., Letter Notifying PJM Interconnection, L.L.C. of Deficiency, Docket No. ER26-846-
000 (Feb. 13, 2026).
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In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall assume that the load to be reduced is not
subject to other contractual obligations or to laws or regulations of the Relevant
Electric Retail Regulatory Authority that prohibit or condition the end-use
customer’s participation in PJM’s Economic Load Response Program, and the
Office of the Interconnection shall accept the registration, provided it meets the
requirements of this section 1.5A and is not an Economic Load Response
Regulation Only registration that will inject power onto the distribution system
and in accordance with the Manuals.

In its Answer, PJM further states “[t]he current rules provide the electric distribution
company with ample ability to review and approve or reject proposed registrations for
participation in the Regulation market, similar to the electric distribution company review
process under the Order No. 2222 DER Aggregator Participation Model.” However, the
current Tariff provides only that PJM will request from the EDC “verification as to
whether the load that may be reduced is subject to another contractual obligation or to
laws or regulations of the Relevant Electric Retail Regulatory Authority that prohibit or
condition the end-use customer’s participation in PJM’s Economic Load Response
Program.” Further, the Tariff provisions accepted as part of PJM’s Order No. 2222
compliance proposal, effective February 1, 2028, includes a detailed process and criteria
for electric distribution companies to evaluate reliability impacts for distributed energy
resources participating in DER Aggregations under PJM’s Order No. 2222 DER
Aggregation Participation Model.

a. Please explain how PJM’s instant proposal will account for any reliability
concerns identified by the EDC during its reliability review process to
determine whether to approve or deny an Economic Load Response
Regulation Only Participant’s registration. Please include all proposed and
existing Tariff provisions to support your answer.

1. Specifically, please explain the timelines for, and scope of, the EDC
reliability review, including whether the EDC will study injections made
by Economic Load Response Regulation Only Participants for reliability
impacts.

PJM Response:

First, PJM clarifies that Economic Load Response Regulation Only Participants exist
today and operate under the status quo rules and requirements of PJM’s demand response
program. In preparing the filing for the present proposal, PJM identified a discrepancy whereby

the term “Economic Load Response Regulation Only”” was used in the Tariff, but did not have a
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corresponding definition. In the December 19, 2025 filing, PJM proposed to remedy this issue
by explicitly defining “Economic Load Response Regulation Only Participant” in the manner
described. The addition of this formal definition was not intended to capture an entirely new
market participation concept. Rather, it aimed to capture a type of Market Seller that already
exists under PJM’s Tariff and Manuals, with one modification. Today, Economic Load
Response Regulation Only Participants are permitted to reduce load only. PJM proposes to
amend this concept by allowing Economic Load Response Regulation Only Participants to
participate in the regulation market with injections.

With respect to EDC review, Economic Load Response Regulation Only Participants are
subject to the same EDC review process as all demand response resources. The scope of and
timeline for this process is outlined in detail in PJM’s Manual 11, Section 10.? Specifically,
EDCs have 10 business days to review the registration, verify that all information provided by
the CSP is accurate, and ensure that the customer’s participation is permitted under the rules and
regulations of the RERRA. Economic Load Response Regulation Only Participants with
injection capability will similarly be subject to this existing review process. Consistent with this
practice, PJM proposes that any reliability concerns be considered by the EDC within the 10
business day review period. If, during the course of such review, the EDC finds errors or
identifies reasons why the customer site should not be permitted to participate in the wholesale
market, it is able to reject the registration.

While the scope and timeline of EDC review for all Economic Load Response Participant

registrations will remain the same, PJM proposes to differentiate the implications of EDC

2PIM, Manual 11: Energy & Ancillary Services Market Operations, § 10 (rev. 136, Oct. 1, 2025),
https://www.pim.com/-/media/DotCom/documents/manuals/m11.pdf.
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inaction for such registrations with injection capability. Today, if the EDC does not take action
to approve or deny a registration within the 10 business day review period, the registration is
approved by default. PJM proposes to remove this automatic approval in the case of Economic
Load Response Regulation Only Participants with injection capability, as indicated in the Tariff
language above. Precisely because the EDC must determine that the injections will not pose a
reliability concern on the distribution system, it must proactively approve the registration before
a customer is able to participate in the wholesale market. If no action is taken by the EDC
following the 10 business day review period, the registration will be rejected by default.

The Tariff revisions submitted in support of the present proposal are substantively limited
because, as noted above, the EDC review process is already detailed in the PJM Manuals. As
such, rather than capture the full scope of the EDC review, the proposed Tariff revisions simply
clarify the one distinction between traditional and injecting Economic Load Response Regulation
Only Participants—namely, that the latter registrations will not be approved by default.

2. Existing Tariff, Attachment K-Appendix, section 1.5A.3.(1)(a)(i), and Operating

Agreement, Schedule 1, section 1.5A.3.(1)(a)(i) provide that, for end-use customers of an

EDC that distributed more than 4 million MWh in the previous fiscal year, PIM will

notify the relevant EDC or Load Serving Entity and request verification as to whether the

load that may be reduced is subject to another contractual obligation or to laws or
regulations of the Relevant Electric Retail Regulatory Authority that prohibit or condition
the end-use customer’s participation in PJM’s Economic Load Response Program.
a. Under PJM’s instant proposal, for end-use customers of an EDC that distributed
more than 4 million MWh in the previous fiscal year, please explain whether
EDC verification of RERRA regulations would apply to injections from an
Economic Load Response Regulation Only Participant (as opposed to load that

may be reduced by Economic Load Response)?

PJM Response:

Economic Load Response Regulation Only Participants with injection capability will

participate in the regulation market under PJM’s existing Economic Load Response program. As
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such, if a registration comprises both load reduction and injection capability, the EDCs that
distribute more than 4 million MWh will verify that both the load reductions and injections are
permitted to participate in the wholesale market under the relevant rules and regulations of the
RERRA. The EDC may reject the registration if either the load reductions or injections are
subject to another contractual obligation, or if the RERRA evidence otherwise restricts the
customer’s participation.

3. PJM proposes to revise Tariff, Attachment K-Appendix, section 1.5A.3.02 and Operating
Agreement, Schedule 1, section 1.5A.3.02 to specify, in part, that an Economic Load
Response Regulation Only Participant may also participate in the Regulation market
when the end-use customer is injecting power onto the distribution grid if “[t]he end-use
customer(s) [is] on an associated electric distribution company’s net energy metering

tariff...”.

a. How will PJM verify that the Economic Load Response Regulation Only
Participant resource is enrolled in a net energy metering tariff?

PJM Response:

As discussed in greater detail above, PJM proposes that Economic Load Response
Regulation Only Participants with injection capability be subject to the same EDC review
process as those with load curtailment capability only are today. To that end, during the 10
business day review process, the EDC will verify that the customer is on a retail net energy
metering tariff. In order to facilitate this review, PJIM will require Curtailment Service Providers
to indicate whether or not the end-use customer is on a net energy metering tariff prior to

submitting the registration.

4. PJM states that in its Order No. 2222 compliance proceeding, the Commission has
already found just and reasonable the very kind of participation that this proposal would
facilitate (i.e. resources on net energy metering tariffs participating in the regulation
market with injections) and authorized such participation through PJM’s DER
Aggregator Participant Model, effective February 1, 2028. Also, in the PJM Order No.
2222 compliance proceeding, the Commission stated “we find that PIM complies with
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the directives of the First Compliance Order. First, PJM clarifies that a Component DER
may be precluded from participating in PJM’s regulation or reserve markets due to
double counting concerns, if that Component DER is also providing the same service to a
retail program. Second, PJM clarifies that an EDC may raise concerns regarding double
counting of ancillary services by a Component DER during its review.”

a. Please explain how PJM’s instant proposal ensures that the services provided by
net energy metering resources participating as Economic Load Response
Regulation Only will not be double counted by the local distribution utility and
in PJM’s wholesale markets.

PJM Response:

Because Economic Load Response Regulation Only Participants with injection capability
will participate in the wholesale market under PJM’s existing Economic Load Response rules
and requirements, they will be subject to all existing checks for double counting.

PJM ensures that each end-use customer only participates in one wholesale resource by
requiring that a unique EDC account number be provided for each participant. If one EDC
account number is entered on two active registrations, the second registration will be flagged as a
duplicate.

PJM addresses double-counting between retail and wholesale products and services by
capping the nominated capacity value of a customer site at its Peak Load Contribution (PLC),
and measuring energy load reductions using a Customer Baseline (CBL). Load response
provided at the retail level would impact both of these metrics, ensuring no double counting.

This notwithstanding, PJM notes that, because frequency regulation cannot be provided at the
retail level, and because Economic Load Response Regulation Only Participants are not
compensated for energy, there cannot be retail-wholesale double counting under the present
proposal.

5. PJIM states that resources participating in PJM’s Regulation market are not required to

be nodal and that “the Regulation requirement is set, and the market procures
Regulation, for the entire RTO region; there are no location-specific Regulation
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products.” PJM explains that the DER Aggregation Participation Model explicitly
permits DER Aggregation Resources to be multi-nodal if they are providing
Regulation only. PJM’s DER Aggregation Participation Model rules provide that “in
the case of a DER Aggregation Resource that only provides ancillary services and is
less than or equal to 5 MW, the Component DER within the DER Aggregation
Resource may interface with multiple primary pricing nodes, so long as those primary
pricing nodes are in the same state, service territory of a single Electric Distribution
Company and Transmission Zone.”

a. Please explain whether it is necessary for PJM to limit Economic Load
Response Regulation Only resources to multiple pricing nodes within the
same state, distribution utility footprint, and Transmission Zone; and, if not,
why there would be coordination concerns between multiple electric
distribution companies for separate distribution modeling and study review,
which potentially occur under separate RERRAs, for DER Aggregation
Resources providing regulation but not for Economic Load Response
Regulation Only resources.

PJM Response:

Economic Load Response Regulation Only Participants with injection capability will be
subject to the same geographic aggregation requirements as all other Economic Load Response
Regulation Only Participants. PJM’s existing requirements for such resources are enumerated in
OATT, Attachment K-Appendix, section 1.5A.10.01. Under this provision, end-use customers
may aggregate to participate in PJM’s regulation market as one market unit so long as they are in
the same electric distribution company territory and Transmission Zone. PJM does not anticipate
coordination concerns between multiple EDCs because aggregations are limited to customers

with the same EDC territory.

6. PJM requests an April 1, 2026, effective date to implement the proposed revisions.
PJM also adds that “[p]ermitting net energy metering resources to provide regulation
services to PJM’s market two years earlier than otherwise scheduled will permit the
market and consumers to benefit from the enhanced competition that the Commission
has functionally already approved in Order No. 2222 earlier than otherwise
anticipated.”

a. Please explain whether Economic Load Response Regulation Only Participants
would be able to participate in the DER Aggregator Participation Model once
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that model is implemented on February 1, 2028.

b. If so, please explain whether PJM intends to sunset the Economic Load Response
Regulation Only Participant provisions at that time.

PJM Response:

Economic Load Response Regulation Only Participants with injection capability will be
able to participate either in the Economic Load Response program or in the DER Aggregator
Participation Model once the model is implemented. To avoid double counting, if the
Curtailment Service Provider® wishes to transition the customer into the DER Aggregator
Participation Model, they will be required to terminate the Economic Load Response Regulation
Only Participant registration.

While the Curtailment Service Provider will have the ability to transition a customer into
the DER model, they will not be required to do so. Once a customer is enrolled and fully
enabled to provide regulation to PJM under the proposed pathway, mandating their termination
under one model and enrollment under another to provide the exact same service would be
inefficient and needlessly disruptive to the customer and the wholesale market. Therefore, PIM
does not intend to sunset the ability of injecting resources to participate in the wholesale market

as Economic Load Response Regulation Only Participants.

II. DESCRIPTION OF SUBMITTAL:

This filing consists of the following:

1. This transmittal letter;

3 The Curtailment Service Provider is also called the “DER Aggregator” under the DER Aggregator Participation
Model.
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2. Attachment A — Revisions to the Tariff and Operating Agreement, in redlined format;
and

3. Attachment B — Revisions to the Tariff and Operating Agreement, in clean format.

III. CORRESPONDENCE AND COMMUNICATIONS

Please direct any communications regarding this filing to the following individuals:

Thomas DeVita Craig Glazer

Associate General Counsel Vice President — Federal Government Policy
PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.

2750 Monroe Boulevard 1200 G Street, N.W.

Audubon, PA 19403 Suite 600

(610) 635-3042 Washington, D.C. 20005
Thomas.DeVita@pjm.com (202) 202-423-4743

Craig.Glazer@pjm.com

IV.  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,* PJM will post a copy of this filing to the FERC filings

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

manuals.aspx with a specific link to the newly-filed document, and will send an e-mail on the
same date as this filing to all PJM Members and all state utility regulatory commissions in the
PJM Region’ alerting them that this filing has been made by PJM today and is available by
following such link. If the document is not immediately available by using the referenced link,

the document will be available through the referenced link within 24 hours of the filing. Also, a

4 See 18 C.F.R §§ 35.2(¢) and 385.2010(H(3).

5 PJM already maintains, updates, and regularly uses e-mail lists for all PJM members and affected commissions.
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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. PJM also served this filing on each person designated on the official service

list maintained by the Commission for this proceeding.

V. CONCLUSION

In accordance with the foregoing, PJM respectfully requests that the Commission accept

this response, as discussed herein.

Craig Glazer

Vice President — Federal Government Policy
PJM Interconnection, L.L.C.

1200 G Street, N.W.

Suite 600

Washington, D.C. 20005

(202) 202-423-4743
Craig.Glazer@pjm.com

Respectfully submitted,

/s/ Thomas DeVita

Thomas DeVita

Associate General Counsel
PJM Interconnection, L.L.C.
2750 Monroe Boulevard
Audubon, PA 19403

(610) 635-3042
Thomas.DeVita@pjm.com

On behalf of
PJM Interconnection, L.L.C.
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/s/ Thomas DeVita

Thomas DeVita
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PJM Interconnection, L.L.C.
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Thomas.DeVita@pjm.com
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Definitions — E - F
Economic-based Enhancement or Expansion:

“Economic-based Enhancement or Expansion” shall have the same meaning provided in the
Operating Agreement.

Economic Load Response Participant:

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff,
Attachment K-Appendix, section 1.5A, to participate in the PJM Interchange Energy Market

and/or Ancillary Services markets through reductions in demand.

Economic Load Response Regulation Only Participant:

“Economic Load Response Regulation Only Participant” shall mean a Member or Special
Member that qualifies under Operating Agreement, Schedule 1, section 1.5A, and the parallel
provisions of Tariff, Attachment K-Appendix, section 1.5A, and is only eligible to participate in
the PJIM Regulation market.

Economic Maximum:

“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Economic Minimum:

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Effective FTR Holder:

“Effective FTR Holder” shall mean:

(1) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or
electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common
ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or
indirectly, the management or policies of the FTR Holder; or

(i1) For an FTR Holder that is a publicly traded company including a wholly owned

subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate,
subsidiary or parent of the FTR Holder, any other PIM Member has over 10% common
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ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to
influence, directly or indirectly, the management or policies of the FTR Holder; or

(ii1)) an FTR Holder together with any other PJM Member, including also any Affiliate,
subsidiary or parent of such other PJM Member, with which it shares common ownership,
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a
joint venture).

EFORd:
“EFORA” shall have the meaning specified in the PJM Reliability Assurance Agreement.
Electrical Distance:

“Electrical Distance” shall mean, for a Generation Capacity Resource geographically located
outside the metered boundaries of the PJM Region, the measure of distance, based on impedance
and in accordance with the PJM Manuals, from the Generation Capacity Resource to the PJIM
Region.

Eligible Customer:
“Eligible Customer” shall mean:

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

(i1) Any retail customer taking unbundled transmission service pursuant to a state requirement
that the Transmission Provider or a Transmission Owner offer the transmission service, or
pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer
under the Tariff. As used in Tariff, Part VI, Eligible Customer shall mean only those Eligible
Customers that have submitted a Completed Application.

Eligible Fast-Start Resource:
“Eligible Fast-Start Resource” shall mean a Fast-Start Resource that is eligible for the
application of Integer Relaxation during the calculation of Locational Marginal Prices as set

forth in Tariff, Attachment K-Appendix, section 2.2.

Emergency Action:
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“Emergency Action” shall mean (1) any megawatt shortage of the Primary Reserve Requirement
(as specified in the PJM Manuals) in a Reserve Zone or Reserve Sub-zone, inclusive of any
adjustments to such requirement to account for system conditions, as determined by the dispatch
run from the security constrained economic dispatch and where, as specified in the PJIM
Manuals, there is also a Voltage Reduction Warning and reduction of non-critical plant load,
Manual Load Dump Warning, Maximum Generation Emergency Action, or the curtailment of
non-essential building loads and Voltage Reduction Warning that encompasses such Reserve
Zone or Reserve Sub-zone or (2) anytime the Office of Interconnection identifies an emergency
and issues a load shed directive, Manual Load Dump Action, Voltage Reduction Action, or
deploy all resources action for an entire Reserve Zone or Reserve Sub-zone.

Emergency Condition:

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

Emergency Load Response Program:
“Emergency Load Response Program” shall mean the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when

dispatched by PJM during emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.

Energy Efficiency Resource:

“Energy Efficiency Resource” shall have the meaning specified in the PJM Reliability Assurance
Agreement.

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

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

Energy Resource:

“Energy Resource” shall mean a Generating Facility that is not a Capacity Resource.

Energy Settlement Area:

“Energy Settlement Area” shall mean the bus or distribution of busses that represents the
physical location of Network Load and by which the obligations of the Network Customer to
PJM are settled.

Energy Storage Resource:

“Energy Storage Resource” shall mean a resource capable of receiving electric energy from the
grid and storing it for later injection to the grid that participates in the PJM Energy, Capacity
and/or Ancillary Services markets as a Market Participant. Open-Loop Hybrid Resources are not
Energy Storage Resources.

Energy Storage Resource Model Participant:

“Energy Storage Resource Model Participant” shall mean an Energy Storage Resource utilizing
the Energy Storage Resource Participation Model.

Energy Storage Resource Participation Model:

“Energy Storage Resource Participation Model” shall mean the participation model accepted by
the Commission in Docket No. ER19-469-000.

Energy Transmission Injection Rights:

“Energy Transmission Injection Rights” shall mean the rights to schedule energy deliveries at a
specified point on the Transmission System. Energy Transmission Injection Rights may be
awarded only to a Merchant D.C. Transmission Facility that connects the Transmission System
to another control area. Deliveries scheduled using Energy Transmission Injection Rights have

rights similar to those under Non-Firm Point-to-Point Transmission Service.

Entity Providing Supply Services to Default Retail Service Provider:
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“Entity Providing Supply Services to Default Retail Service Provider” shall mean any entity,
including but not limited to a load aggregator or power marketer, providing supply services to an
electric distribution company when that electric distribution company is serving as the default
retail service provider, and that enters into a contract or similar obligation with such electric
distribution company to serve retail customers who have not selected a competitive retail service
provider.

Environmental Laws:

“Environmental Laws” shall mean applicable Laws or Regulations relating to pollution or
protection of the environment, natural resources or human health and safety.

Environmentally-Limited Resource:

“Environmentally-Limited Resource” shall mean a resource which has a limit on its run hours
imposed by a federal, state, or other governmental agency that will significantly limit its
availability, on either a temporary or long-term basis. This includes a resource that is limited by a
governmental authority to operating only during declared PJM capacity emergencies.

Equivalent Load:

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

Event of Default:

“Event of Default,” as that term is used in Tariff, Attachment Q, shall mean a Financial Default,
Credit Breach, or Credit Support Default.

Exercise of Buyer-Side Market Power:

“Exercise of Buyer-Side Market Power” shall mean anti-competitive behavior of a Capacity
Market Seller with a Load Interest, or directed by an entity with a Load Interest, to
uneconomically lower RPM Auction Sell Offer(s) in order to suppress RPM Auction clearing
prices for the overall benefit of the Capacity Market Seller’s (and/or affiliates of Capacity
Market Seller) portfolio of generation and load or that of the directing entity with a Load Interest
as determined pursuant to Tariff, Attachment DD, section 5.14(h-2)(2)(B). A bilateral contract
between the Capacity Market Seller and an entity with a Load Interest with the express purpose
of lowering capacity market clearing prices shall be evidence of the Exercise of Buyer-Side
Market Power.

Existing Generation Capacity Resource:

“Existing Generation Capacity Resource” shall have the meaning specified in the Reliability
Assurance Agreement.
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Export Credit Exposure:

“Export Credit Exposure” is determined for each Market Participant for a given Operating Day,
and shall mean the sum of credit exposures for the Market Participant’s Export Transactions for
that Operating Day and for the preceding Operating Day.

Export Nodal Reference Price:

“Export Nodal Reference Price” at each location is the 97th percentile, shall be, the real-time
hourly integrated price experienced over the corresponding two-month period in the preceding
calendar year, calculated separately for peak and off-peak time periods. The two-month time
periods used in this calculation shall be January and February, March and April, May and June,
July and August, September and October, and November and December.

Export Transaction:

“Export Transaction” shall be a transaction by a Market Participant that results in the transfer of
energy from within the PJM Control Area to outside the PJM Control Area. Coordinated
External Transactions that result in the transfer of energy from the PJM Control Area to an
adjacent Control Area are one form of Export Transaction.

Export Transaction Price Factor:

“Export Transaction Price Factor” for a prospective time interval shall be the greater of (i) PJIM’s
forecast price for the time interval, if available, or (i1) the Export Nodal Reference Price, but
shall not exceed the Export Transaction’s dispatch ceiling price cap, if any, for that time interval.
The Export Transaction Price Factor for a past time interval shall be calculated in the same
manner as for a prospective time interval, except that the Export Transaction Price Factor may
use a tentative or final settlement price, as available. If an Export Nodal Reference Price is not
available for a particular time interval, PJM may use an Export Transaction Price Factor for that
time interval based on an appropriate alternate reference price.

Export Transaction Screening:

“Export Transaction Screening” shall be the process PJM uses to review the Export Credit
Exposure of Export Transactions against the Credit Available for Export Transactions, and deny
or curtail all or a portion of an Export Transaction, if the credit required for such transactions is
greater than the credit available for the transactions.

Export Transactions Net Activity:

“Export Transactions Net Activity” shall mean the aggregate net total, resulting from Export
Transactions, of (i) Spot Market Energy charges, (i1) Transmission Congestion Charges, and (iii)
Transmission Loss Charges, calculated as set forth in Operating Agreement, Schedule 1 and the
parallel provisions of Tariff, Attachment K-Appendix. Export Transactions Net Activity may be
positive or negative.
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Extended Primary Reserve Requirement:

“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended Primary
Reserve Requirement is calculated in accordance with the PJM Manuals.

Extended Synchronized Reserve Requirement:

“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve
Requirement in a Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves
scheduled under emergency conditions necessary to address operational uncertainty. The
Extended Synchronized Reserve Requirement is calculated in accordance with the PJM Manuals.

Extended 30-minute Reserve Requirement:

“Extended 30-minute Reserve Requirement” shall equal the 30-minute Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended 30-minute
Reserve Requirement is calculated in accordance with the PJIM Manuals.

External Market Buyer:

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

External Resource:

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

Facilities Study:

“Facilities Study” shall be an engineering study conducted by the Transmission Provider (in
coordination with the affected Transmission Owner(s)) to: (1) determine the required
modifications to the Transmission Provider’s Transmission System necessary to implement the
conclusions of the System Impact Study; and (2) complete any additional studies or analyses
documented in the System Impact Study or required by PJM Manuals, and determine the
required modifications to the Transmission Provider’s Transmission System based on the
conclusions of such additional studies. The Facilities Study shall include the cost and scheduled
completion date for such modifications, that will be required to provide the requested
transmission service or to accommodate a New Service Request. As used in the Interconnection
Service Agreement or Construction Service Agreement, Facilities Study shall mean that certain
Facilities Study conducted by Transmission Provider (or at its direction) to determine the design

Page 9



and specification of the Customer Funded Upgrades necessary to accommodate the New Service
Customer’s New Service Request in accordance with Tariff, Part VI, section 207.

Fast-Start Resource:

“Fast-Start Resource” shall have the meaning set forth in Tariff, Attachment K-Appendix,
section 2.2A

Federal Power Act:
“Federal Power Act” shall mean the Federal Power Act, as amended, 16 U.S.C. §§ 791a, et seq.
FERC or Commission:

“FERC” or “Commission” shall mean the Federal Energy Regulatory Commission or any
successor federal agency, commission or department exercising jurisdiction over the Tariff,
Operating Agreement and Reliability Assurance Agreement.

FERC Market Rules:

“FERC Market Rules” mean the market behavior rules and the prohibition against electric
energy market manipulation codified by the Commission in its Rules and Regulations at 18 CFR
§§ Ic.2 and 35.37, respectively; the Commission-approved PJM Market Rules and any related
proscriptions or any successor rules that the Commission from time to time may issue, approve
or otherwise establish.

Final Offer:

“Final Offer” shall mean the offer on which a resource was dispatched by the Office of the
Interconnection for a particular clock hour for the Operating Day.

Final RTO Unforced Capacity Obligation:

“Final RTO Unforced Capacity Obligation” shall mean the capacity obligation for the PJIM
Region, determined in accordance with RAA, Schedule 8.

Financial Close:

“Financial Close” shall mean the Capacity Market Seller has demonstrated that the Capacity
Market Seller or its agent has completed the act of executing the material contracts and/or other
documents necessary to (1) authorize construction of the project and (2) establish the necessary
funding for the project under the control of an independent third-party entity. A sworn, notarized
certification of an independent engineer certifying to such facts, and that the engineer has
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be
sufficient to make such demonstration. For resources that do not have external financing,
Financial Close shall mean the project has full funding available, and that the project has been
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duly authorized to proceed with full construction of the material portions of the project by the
appropriate governing body of the company funding such project. A sworn, notarized
certification by an officer of such company certifying to such facts, and that the officer has
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be
sufficient to make such demonstration.

Financial Default:

“Financial Default” shall mean (a) the failure of a Member or Transmission Customer to make
any payment for obligations under the Agreements when due, including but not limited to an
invoice payment that has not been cured or remedied after notice has been given and any cure
period has elapsed, (b) a bankruptcy proceeding filed by a Member, Transmission Customer or
its Guarantor, or filed against a Member, Transmission Customer or its Guarantor and to which
the Member, Transmission Customer or Guarantor, as applicable, acquiesces or that is not
dismissed within 60 days, (c) a Member, Transmission Customer or its Guarantor, if any, is
unable to meet its financial obligations as they become due, or (d) a Merger Without Assumption
occurs in respect of the Member, Transmission Customer or any Guarantor of such Member or
Transmission Customer.

Financial Transmission Right:

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2 and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2.

Financial Transmission Right Obligation:

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the
parallel provisions of Tariff, Attachment K-Appendix, section 5.2.2(b).

Financial Transmission Right Option:

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2(c).

Firm Point-To-Point Transmission Service:

“Firm Point-To-Point Transmission Service” shall mean Transmission Service under the Tariff,
Part II, section 13 that is reserved and/or scheduled between specified Points of Receipt and

Delivery pursuant to Tariff, Part II.

Firm Transmission Feasibility Study:
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“Firm Transmission Feasibility Study” shall mean a study conducted by the Transmission
Provider in accordance with Tariff, Part II, section 19.3 and Tariff, Part III, section 32.3.

Firm Transmission Withdrawal Rights:

“Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy and capacity
withdrawals from a Point of Interconnection of a Merchant Transmission Facility with the
Transmission System. Firm Transmission Withdrawal Rights may be awarded only to a
Merchant D.C. Transmission Facility that connects the Transmission System with another
control area. Withdrawals scheduled using Firm Transmission Withdrawal Rights have rights
similar to those under Firm Point-to-Point Transmission Service.

First Incremental Auction:

“First Incremental Auction” shall mean an Incremental Auction conducted 20 months prior to the
start of the Delivery Year to which it relates.

Flexible Resource:

“Flexible Resource” shall mean a generating resource that must have a combined Start-up Time
and Notification Time of less than or equal to two hours; and a Minimum Run Time of less than
or equal to two hours.

Forecast Pool Requirement:

“Forecast Pool Requirement” shall have the meaning specified in the Reliability Assurance
Agreement.

Foreign Guaranty:

“Foreign Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant
that is domiciled in a foreign country, and meets all of the provisions of Tariff, Attachment Q.

Form 715 Planning Criteria:

“Form 715 Planning Criteria” shall have the same meaning provided in the Operating
Agreement.

Forward Daily Natural Gas Prices:

“Forward Daily Natural Gas Prices” shall have the meaning provided in Tariff, Attachment DD,
section 5.10(a)(v-1)(E).

Forward Hourly Ancillary Services Prices:

“Forward Hourly Ancillary Services Prices” shall have the meaning provided in Tariff,
Attachment DD, section 5.10(a)(v-1)(D).
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Forward Hourly LMPs:

“Forward Hourly LMPs” shall have the meaning provided in Tariff, Attachment DD, section
5.10(a)(v-1)(C).

FTR Credit Limit:

“FTR Credit Limit” shall mean the amount of credit established with PJMSettlement that an FTR
Participant has specifically designated to be used for FTR activity in a specific customer account.
Any such credit so set aside shall not be considered available to satisfy any other credit
requirement the FTR Participant may have with PIMSettlement.

FTR Credit Requirement:

“FTR Credit Requirement” shall mean the amount of credit that a Participant must provide in
order to support the FTR positions that it holds and/or for which it is bidding. The FTR Credit
Requirement shall not include months for which the invoicing has already been completed,
provided that PJMSettlement shall have up to two Business Days following the date of the
invoice completion to make such adjustments in its credit systems. FTR Credit Requirements
are calculated and applied separately for each separate customer account.

FTR Flow Undiversified:

“FTR Flow Undiversified” shall have the meaning established in Tariff, Attachment Q, section
VI.C.6.

FTR Historical Value:

For each FTR for each month, “FTR Historical Value” shall mean the weighted average of
historical values over three years for the FTR path using the following weightings: 50% - most
recent year; 30% - second year; 20% - third year.

FTR Holder:

“FTR Holder” shall mean the PIM Member that has acquired and possesses an FTR.

FTR Monthly Credit Requirement Contribution:

For each FTR, for each month, ”FTR Monthly Credit Requirement Contribution” shall mean the
total FTR cost for the month, prorated on a daily basis, less the FTR Historical Value for the
month. For cleared FTRs, this contribution may be negative; prior to clearing, FTRs with

negative contribution shall be deemed to have zero contribution.

FTR Net Activity:
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“FTR Net Activity” shall mean the aggregate net value of the billing line items for auction
revenue rights credits, FTR auction charges, FTR auction credits, and FTR congestion credits,
and shall also include day-ahead and balancing/real-time congestion charges up to a maximum
net value of the sum of the foregoing auction revenue rights credits, FTR auction charges, FTR
auction credits and FTR congestion credits.

FTR Participant:

“FTR Participant” shall mean any Market Participant that provides or is required to provide
Collateral in order to participate in PJM’s FTR market.

FTR Portfolio Auction Value:

“FTR Portfolio Auction Value” shall mean for each customer account of a Market Participant,
the sum, calculated on a monthly basis, across all FTRs, of the FTR price times the FTR volume
in MW,

Fuel Cost Policy:

“Fuel Cost Policy” shall mean the document provided by a Market Seller to PJM and the Market
Monitoring Unit in accordance with PJM Manual 15 and Operating Agreement, Schedule 2,
which documents the Market Seller’s method used to price fuel for calculation of the Market
Seller’s cost-based offers for a generation resource.

Full Notice to Proceed:

“Full Notice to Proceed” shall mean that all material third party contractors have been given the

notice to proceed with construction by the Capacity Market Seller or its agent, with a guaranteed
completion date backed by liquidated damages.

Page 14



Definitions - O - P - Q
Obligation:

“Obligation” shall mean all amounts owed to PJMSettlement for purchases from the PJM
Markets, Transmission Service, (under both Tariff, Part IT and Tariff, Part III), and other services
or obligations pursuant to the Agreements. In addition, aggregate amounts that will be owed to
PJMSettlement in the future for capacity purchases within the PJM capacity markets will be
added to this figure. Should other markets be formed such that Participants may incur future
Obligations in those markets, then the aggregate amount of those Obligations will also be added
to the Net Obligation.

Offer Data:

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

Office of the Interconnection:

“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection,
L.L.C. subject to the supervision and oversight of the PJM Board, acting pursuant to the
Operating Agreement.

Office of the Interconnection Control Center:

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

On-Site Generators:

“On-Site Generators” shall mean generation facilities or portions of a generation facility
(including Behind The Meter Generation) that (i) are not Generation Capacity Resources, (ii) are
not injecting into the grid_for the portion of a generation facility that participates as a Demand
Resource or as an Economic Load Response Participant unless permitted as an Economic Load
Response Regulation Only Participant, (iii) are either synchronized or non-synchronized to the
Transmission System, and (iv) can be used to reduce demand for the purpose of participating in
the PJM Interchange Energy Market.

Open Access Same-Time Information System (OASIS) or PJM Open Access Same-Time
Information System:
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“Open Access Same-Time Information System,” “PJM Open Access Same-Time Information
System” or “OASIS” shall mean the electronic communication and information system and
standards of conduct contained in Part 37 and Part 38 of the Commission’s regulations and all
additional requirements implemented by subsequent Commission orders dealing with OASIS for
the collection and dissemination of information about transmission services in the PJM Region,
established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

Open-Loop Hybrid Resource:

“Open-Loop Hybrid Resource” shall mean a Hybrid Resource with a storage component that
operates by charging its storage component from the grid.

Operating Agreement of the PJM Interconnection, L.L.C., Operating Agreement or PJM
Operating Agreement:

“Operating Agreement of the PJM Interconnection, L.L.C.,” “Operating Agreement” or “PJM
Operating Agreement” shall mean the Amended and Restated Operating Agreement of PJIM
Interconnection, L.L.C. dated as of April 1, 1997 and as amended and restated as of June 2,

1997, including all Schedules, Exhibits, Appendices, addenda or supplements hereto, as amended
from time to time thereafter, among the Members of the PJM Interconnection, L.L.C., on file
with the Commission.

Operating Day:

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

Operating Margin:

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

Operating Margin Customer:

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

Operating Reserve Demand Curve:

“Operating Reserve Demand Curve” shall mean a curve with prices on the y-axis and megawatts
on the x-axis, which defines the relationship between each incremental megawatt of reserves that
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can be used to meet a given reserve requirement.
Operationally Deliverable:

“Operationally Deliverable” shall mean, as determined by the Office of the Interconnection, that
there are no operational conditions, arrangements or limitations experienced or required that
threaten, impair or degrade effectuation or maintenance of deliverability of capacity or energy
from the external Generation Capacity Resource to loads in the PJM Region in a manner
comparable to the deliverability of capacity or energy to such loads from Generation Capacity
Resources located inside the metered boundaries of the PJM Region, including, without
limitation, an identified need by an external Balancing Authority Area for a remedial action
scheme or manual generation trip protocol, transmission facility switching arrangements that
would have the effect of radializing load, or excessive or unacceptable frequency of regional
reliability limit violations or (outside an interregional agreed congestion management process) of
local reliability dispatch instructions and commitments.

Opportunity Cost:

“Opportunity Cost” shall mean a component of the Market Seller Offer Cap calculated in
accordance with Tariff, Attachment DD, section 6.

OPSI Advisory Committee:

“OPSI Advisory Committee” shall mean the committee established under Tariff, Attachment M,
section I11.G.

Option to Build:

“Option to Build” shall mean the option of the New Service Customer to build certain Customer-
Funded Upgrades, as set forth in, and subject to the terms of, the Construction Service
Agreement.

Optional Interconnection Study:

“Optional Interconnection Study” shall mean a sensitivity analysis of an Interconnection Request
based on assumptions specified by the Interconnection Customer in the Optional Interconnection
Study Agreement.

Optional Interconnection Study Agreement:

“Optional Interconnection Study Agreement” shall mean the form of agreement for preparation
of an Optional Interconnection Study, as set forth in Tariff, Attachment N-3.

Part1:
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“Part I’ shall mean the Tariff Definitions and Common Service Provisions contained in Tariff,
Part I, sections 1 through 12A.

Part I1:

“Part II”” shall mean Tariff, Part II, sections 13 through 27A pertaining to Point-To-Point
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff,
Part I and appropriate Schedules and Attachments.

Part I11:

“Part III”” shall mean Tariff, Part III, sections 28 through 35 pertaining to Network Integration
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff,
Part I and appropriate Schedules and Attachments.

Part1IV:

“Part IV” shall mean Tariff, Part IV, sections 36 through 112C pertaining to generation or
merchant transmission interconnection to the Transmission System in conjunction with the
applicable Common Service Provisions of Tariff, Part I and appropriate Schedules and
Attachments.

Part V:

“Part V” shall mean Tariff, Part V, sections 113 through 122 pertaining to the deactivation of
generating units in conjunction with the applicable Common Service Provisions of Tariff, Part I
and appropriate Schedules and Attachments.

Part VI:

“Part VI” shall mean Tariff, Part VI, sections 200 through 237 pertaining to the queuing, study,
and agreements relating to New Service Requests, and the rights associated with Customer-
Funded Upgrades in conjunction with the applicable Common Service Provisions of Tariff, Part I
and appropriate Schedules and Attachments.

Participant:

“Participant” shall mean a Market Participant and/or Transmission Customer and/or Applicant
requesting to be an active Market Participant and/or Transmission Customer.

Parties:
“Parties” shall mean the Transmission Provider, as administrator of the Tariff, and the

Transmission Customer receiving service under the Tariff. PJMSettlement shall be the
Counterparty to Transmission Customers.
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Peak-Hour Dispatch:

“Peak-Hour Dispatch” shall mean, for purposes of calculating the Energy and Ancillary Services
Revenue Offset under Tariff, Attachment DD, section 5, an assumption, as more fully set forth in
the PJM Manuals, that the Reference Resource is committed in the Day-ahead Energy Market in
four distinct blocks of four hours of continuous output for each block from the peak-hour period
beginning with the hour ending 0800 EPT through to the hour ending 2300 EPT for any day
when the average day-ahead LMP for the area for which the Net Cost of New Entry is being
determined is greater than, or equal to, the cost to generate (including the cost for a complete
start and shutdown cycle), plus 10% of such costs only for the 2022/2023 Delivery Year, for at
least two hours during each four-hour block, where such blocks shall be assumed to be
committed independently; provided that, if there are not at least two economic hours in any given
four-hour block, then the Reference Resource shall be assumed not to be committed for such
block; and to the extent not committed in any such block in the Day-ahead Energy Market under
the above conditions based on Day-Ahead LMPs, is dispatched in the Real-time Energy Market
for such block if the Real-Time LMP is greater than or equal to the cost to generate, plus 10% of
such costs only for the 2022/2023 Delivery Year, under the same conditions as described above
for the Day-ahead Energy Market.

Peak Market Activity:

“Peak Market Activity” shall mean a measure of exposure for which credit is required, calculated
in accordance with Tariff, Attachment Q, section VIL.A.

Peak Market Activity Shortfall:

“Peak Market Activity Shortfall” shall mean, for any given week, the amount by which a
Participant’s current Peak Market Activity exceeds such Participant’s Peak Market Activity
credit requirement from the prior week.

Peak Market Activity Surplus:

“Peak Market Activity Surplus” shall mean, for any given week, the amount by which a
Participant’s Peak Market Activity credit requirement from the prior week exceeds such
Participant’s current Peak Market Activity.

Peak Season:

“Peak Season” shall mean the weeks containing the 24th through 36th Wednesdays of the
calendar year. Each such week shall begin on a Monday and end on the following Sunday,
except for the week containing the 36th Wednesday, which shall end on the following Friday.

Percentage Internal Resources Required:

“Percentage Internal Resources Required” shall have the meaning specified in the Reliability
Assurance Agreement.
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Performance Assessment Interval:

“Performance Assessment Interval” shall mean each Real-time Settlement Interval for which an
Emergency Action has been declared by the Office of the Interconnection, provided, however,
that Performance Assessment Intervals for a Base Capacity Resource shall not include any
intervals outside the calendar months of June through September.

Permissible Technological Advancement:

“Permissible Technological Advancement” shall mean a proposed technological change such as
an advancement to turbines, inverters, plant supervisory controls or other similar advancements
to the technology proposed in the Interconnection Request that is submitted to the Transmission
Provider no later than the return of an executed Facilities Study Agreement (or, if a Facilities
Study is not required, prior to the return of an executed Interconnection Service Agreement).
Provided such change may not: (i) increase the capability of the Generating Facility as specified
in the original Interconnection Request; (ii) represent a different fuel type from the original
Interconnection Request; or (iii) cause any material adverse impact(s) on the Transmission
System with regard to short circuit capability limits, steady-state thermal and voltage limits, or
dynamic system stability and response. If the proposed technological advancement is a
Permissible Technological Advancement, no additional study will be necessary and the proposed
technological advancement will not be considered a Material Modification.

PJM:

“PJM” shall mean PJM Interconnection, L.L.C., including the Office of the Interconnection as
referenced in the PJM Operating Agreement. When such term is being used in the RAA it shall
also include the PJM Board.

PJM Administrative Service:

“PJM Administrative Service” shall mean the services provided by PJM pursuant to Tariff,
Schedule 9.

PJM Board:

“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to the Operating
Agreement except when such term is being used in Tariff, Attachment M, in which case PJIM
Board shall mean the Board of Managers of PJM or its designated representative, exclusive of
any members of PJM Management.

PJM Control Area:

“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control Area.

PJM Entities:
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“PJM Entities” shall mean PJM, including the Market Monitoring Unit, the PJM Board, and PJM’s
officers, employees, representatives, advisors, contractors, and consultants.

PJM Interchange:

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

PJM Interchange Energy Market:

“PJM Interchange Energy Market” shall mean the regional competitive market administered by
the Office of the Interconnection for the purchase and sale of spot electric energy at wholesale in
interstate commerce and related services established pursuant to Operating Agreement, Schedule
1, and the parallel provisions of Tariff, Attachment K — Appendix.

PJM Interchange Export:

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

PJM Interchange Import:

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

PJM Liaison:

“PJM Liaison” shall mean the liaison established under Tariff, Attachment M, section IIL.I.
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PJM Management:

“PJM Management” shall mean the officers, executives, supervisors and employee managers of
PIM.

PJM Manuals:

“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the
Office of the Interconnection for the operation, planning, and accounting requirements of the
PJM Region and the PJM Interchange Energy Market.

PJM Markets:

“PJM Markets” shall mean the PJM Interchange Energy Market, capacity markets, including the
RPM auctions, and any other market operated by PJM, together with all bilateral or other wholesale
electric power and energy transactions, capacity transactions, ancillary services transactions
(including black start service), transmission transactions, Financial Transmission Rights
transactions, or transactions in any other market operated under the Agreements within the PJIM
Region, wherein Market Participants may incur Obligations to PJM and/or PJMSettlement.

PJM Market Rules:

“PJM Market Rules” shall mean the rules, standards, procedures, and practices of the PJM
Markets set forth in the PJM Tariff, the PIM Operating Agreement, the PJM Reliability
Assurance Agreement, the PIM Consolidated Transmission Owners Agreement, the PIM
Manuals, the PJM Regional Practices Document, the PIM-Midwest Independent Transmission
System Operator Joint Operating Agreement or any other document setting forth market rules.

PJM Net Assets:

“PJM Net Assets” shall mean the total assets per PJM’s consolidated quarterly or year-end
financial statements most recently issued as of the date of the receipt of written notice of a claim
less amounts for which PJM is acting as a temporary custodian on behalf of its Members,
transmission developers/Designated Entities, and generation developers, including, but not
limited to, cash deposits related to credit requirement compliance, study and/or interconnection
receivables, member prepayments, invoiced amounts collected from Net Buyers but have not yet
been paid to Net Sellers, and excess congestion (as described in Operating Agreement, Schedule
1, section 5.2.6, and the parallel provisions of Tariff, Attachment K-Appendix, section 5.2.6).

PJM Region:
“PJM Region” shall have the meaning specified in the Operating Agreement.

PJM Regional Practices Document:
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“PJM Regional Practices Document” shall mean the document of that title that compiles and
describes the practices in the PJM Markets and that is made available in hard copy and on the
Internet.

PJM Region Installed Reserve Margin:

“PJM Region Installed Reserve Margin” shall mean the percent installed reserve margin for the
PJM Region required pursuant to RAA, Schedule 4.1, as approved by the PJM Board.

PJM Region Peak Load Forecast:

“PJM Region Peak Load Forecast” shall mean the peak load forecast used by the Office of the
Interconnection in determining the PJM Region Reliability Requirement, and shall be determined
on both a preliminary and final basis as set forth in Tariff, Attachment DD, section 5.

PJM Region Reliability Requirement:

“PJM Region Reliability Requirement” shall mean, for purposes of the Base Residual Auction,
the Forecast Pool Requirement multiplied by the Preliminary PJM Region Peak Load Forecast,
less the sum of all Preliminary Unforced Capacity Obligations of FRR Entities in the PJM
Region; and, for purposes of the Incremental Auctions, the Forecast Pool Requirement
multiplied by the updated PJM Region Peak Load Forecast, less the sum of all updated Unforced
Capacity Obligations of FRR Entities in the PJM Region.

PJMSettlement:

“PJM Settlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor),
established by PJM as set forth in Operaitng Agreement, section 3.3.

PJM Tariff, Tariff, O.A.T.T., OATT or PJM Open Access Transmission Tariff:

“PJM Tariff,” “Tariff,” “O.A.T.T.,” “OATT,” or “PJM Open Access Transmission Tariff” shall
mean that certain PJM Open Access Transmission Tariff, including any schedules, appendices or
exhibits attached thereto, on file with FERC and as amended from time to time thereafter.

Plan:

“Plan” shall mean the PJM market monitoring plan set forth in Tariff, Attachment M.

Planned Demand Resource:

“Planned Demand Resource” shall have the meaning specified in the Reliability Assurance
Agreement.

Planned External Generation Capacity Resource:
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“Planned External Generation Capacity Resource” shall have the meaning specified in the
Reliability Assurance Agreement.

Planned Generation Capacity Resource:

“Planned Generation Capacity Resource” shall have the meaning specified in the Reliability
Assurance Agreement.

Planning Period:

“Planning Period” shall mean the 12 moths beginning June 1 and extending through May 31 of
the following year, or such other period approved by the Members Committee.

Planning Period Balance:

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

Planning Period Quarter:

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

Point(s) of Delivery:

“Point(s) of Delivery” shall mean the point(s) on the Transmission Provider’s Transmission
System where capacity and energy transmitted by the Transmission Provider will be made
available to the Receiving Party under Tariff, Part II. The Point(s) of Delivery shall be specified
in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service.

Point of Interconnection:

“Point of Interconnection” shall mean the point or points where the Customer Interconnection
Facilities interconnect with the Transmission Owner Interconnection Facilities or the
Transmission System.

Point(s) of Receipt:

“Point(s) of Receipt” shall mean point(s) of interconnection on the Transmission Provider’s
Transmission System where capacity and energy will be made available to the Transmission
Provider by the Delivering Party under Tariff, Part II. The Point(s) of Receipt shall be specified

in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service.

Point-To-Point Transmission Service:
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“Point-To-Point Transmission Service shall mean the reservation and transmission of capacity
and energy on either a firm or non-firm basis from the Point(s) of Receipt to the Point(s) of
Delivery under Tariff, Part II.

Power Purchaser:

“Power Purchaser” shall mean the entity that is purchasing the capacity and energy to be
transmitted under the Tariff.

PRD Curve:

“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement.
PRD Provider:

“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement.
PRD Reservation Price:

“PRD Reservation” Price shall have the meaning provided in the Reliability Assurance
Agreement.

PRD Substation:
“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement.
Pre-Confirmed Application:

“Pre-Confirmed Application” shall be an Application that commits the Eligible Customer to
execute a Service Agreement upon receipt of notification that the Transmission Provider can
provide the requested Transmission Service.

Pre-Emergency Load Response Program:

“Pre-Emergency Load Response Program™ shall be the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when
dispatched by PJM during pre-emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.

Pre-Expansion PJM Zones:

“Pre-Expansion PJM Zones” shall be zones included in the Tariff, along with applicable
Schedules and Attachments, for certain Transmission Owners — Atlantic City Electric Company,
Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey Central
Power and Light Company, Mid-Atlantic Interstate Transmission, LLC (“MAIT”’) (MAIT owns
and operates the transmission facilities in the Metropolitan Edison Company Zone and the
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Pennsylvania Electric Company Zone), PECO Energy Company, Pennsylvania Power & Light
Group, Potomac Electric Power Company, Public Service Electric and Gas Company, Allegheny
Power, and Rockland Electric Company.

Price Responsive Demand:

“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance
Agreement.

Primary Reserve:

“Primary Reserve” shall mean the total reserve capability of generation resources that can be
converted fully into energy or Economic Load Response Participant resources whose demand
can be reduced within ten minutes of a request from the Office of the Interconnection dispatcher,
and is comprised of both Synchronized Reserve and Non-Synchronized Reserve.

Primary Reserve Alert

“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated
shortage of Operating Reserve capacity for a future critical period.

Primary Reserve Requirement:

“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a
Reserve Zone or Reserve Sub-zone as Primary Reserve absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Primary Reserve
Requirement is calculated in accordance with the PJM Manuals. The requirement can be
satisfied by any combination of Synchronized Reserve or Non-Synchronized Reserve resources.

Principal:

“Principal” shall mean (i) all natural persons who Control Corporate Level Strategy for the
Participant, which shall include a chief executive officer, managing member (or equivalent
positions regardless of title) and members of a board of directors or board of managers; (i) the
chief legal officer or general counsel (or equivalent position regardless of title); (iii) the natural
person who Controls the financial affairs and investments of the Participant, which shall include
a chief financial officer (or equivalent position regardless of title); (iv) the natural person who
Controls the Participant’s management of commodity and derivatives market risks, which shall
include a chief risk officer (or equivalent position regardless of title); (v) the natural person who
Controls the Participant’s transactions in the applicable PJM Markets (regardless of title); and
(vi) all Beneficial Owners.

“Control,” as that term is used in this definition, refers to possession of the power to direct the
management or policies of an entity.
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“Corporate Level Strategy,” as that term is used in this definition, refers to the highest-level
strategy of an entity, focused on the entity’s overall direction rather than the day-to-day
operations of the entity.

“Beneficial Owner,” as that term is used in this definition, means a natural person who, directly
or indirectly, alone or together with such person’s Family Members, owns, controls, or holds
with power to vote 10 percent or more of the outstanding securities of the Participant.

“Family Member,” as that term is used in this definition of “Beneficial Owner,” means a spouse,
domestic partner, parent, child, or sibling.

For purposes of trusts with, directly or indirectly, 10 percent or more of the outstanding
securities of the Participant as described above, the following are Beneficial Owners: (a) a
natural person trustee; (b) a natural person with the authority to dispose of the trust assets; (c) a
natural person grantor or settlor who has the right to revoke the trust or otherwise withdraw the
assets of the trust; and (d) a natural person beneficiary who is the sole permissible recipient of
income and principal from the trust or has the right to demand a distribution of or withdraw
substantially all of the assets from the trust.

If, due to the Participant’s business enterprise, structure or otherwise, a function described in
clauses (i) through (v) above is performed by a natural person or entity separate from the
Participant (such as a risk management department in an affiliate, or a director or manager at an
entity that controls or invests in the Participant), then for that Participant the term Principal shall
mean that natural person, or the senior officer or manager of that entity, that performs such
function.

Prior CIL Exception External Resource:

“Prior CIL Exception External Resource” shall mean an external Generation Capacity Resource
for which (1) a Capacity Market Seller had, prior to May 9, 2017, cleared a Sell Offer in an RPM
Auction under the exception provided to the definition of Capacity Import Limit as set forth in
RAA, Article I or (2) an FRR Entity committed, prior to May 9, 2017, in an FRR Capacity Plan
under the exception provided in the definition of Capacity Import Limit. In the event only a
portion (in MW) of an external Generation Capacity Resource has a Pseudo-Tie into the PJIM
Region, that portion of the external Generation Capacity Resource, which can include up to the
maximum megawatt amount cleared in any prior RPM auction or committed in an FRR Capacity
Plan (and no other portion thereof) is eligible for treatment as a Prior CIL Exception External
Resource if such portion satisfies the requirements of the first sentence of this definition.

Project Financing:

“Project Financing” shall mean: (a) one or more loans, leases, equity and/or debt financings,
together with all modifications, renewals, supplements, substitutions and replacements thereof,
the proceeds of which are used to finance or refinance the costs of the Customer Facility, any
alteration, expansion or improvement to the Customer Facility, the purchase and sale of the
Customer Facility or the operation of the Customer Facility; (b) a power purchase agreement
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pursuant to which Interconnection Customer’s obligations are secured by a mortgage or other
lien on the Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility.

Project Finance Entity:

“Project Finance Entity” shall mean: (a) a holder, trustee or agent for holders, of any component
of Project Financing; or (b) any purchaser of capacity and/or energy produced by the Customer
Facility to which Interconnection Customer has granted a mortgage or other lien as security for
some or all of Interconnection Customer’s obligations under the corresponding power purchase
agreement.

Projected EAS Dispatch:

“Projected EAS Dispatch” shall mean, for purposes of calculating the Net Energy and Ancillary
Services Revenue Offset, a simulated dispatch with the objective of committing and dispatching
a resource for the purpose of maximizing its net revenues. The calculation shall take inputs
including Forward Hourly LMPs, Forward Hourly Ancillary Service Prices, and Forward Daily
Natural Gas Prices or forecasted fuel prices, as applicable, in addition to the operating
parameters and costs of the specific resource, including the cost emission allowances. Using
operating parameters, forward or forecasted fuel prices, as applicable and other cost pricing
inputs, a composite, cost-based energy offer is created for the resource such that its commitment
and dispatch is co-optimized between energy and ancillary services in the Day-Ahead Energy
Market and then the Real-Time Energy Market considering the electricity and ancillary service
price inputs. In the Real-Time Energy Market co-optimization, the resource is assumed to be
operating in the hours it was scheduled in the Day-Ahead Energy Market but is dispatched
according to the real-time price inputs. In the hours where the resource was not committed in the
Day-Ahead Market, the resource may be committed and dispatched in real-time only subject to
the real-time electricity and ancillary service price inputs and the resource’s offer and operating
parameters. For combustion turbine units only, the cost-based energy offer will include a 10
percent adder only for the 2022/2023 Delivery Year.

Projected PJM Market Revenues:

“Projected PJM Market Revenues” shall mean a component of the Market Seller Offer Cap
calculated in accordance with Tariff, Attachment DD, section 6.

Proportional Multi-Driver Project:

“Proportional Multi-Driver Project” shall have the same meaning provided in the Operating
Agreement.

Provisional Interconnection Service:
“Provisional Interconnection Service” shall mean interconnection service provided by

Transmission Provider associated with interconnecting the Interconnection Customer’s Generating
Facility to Transmission Provider’s Transmission System and enabling that Transmission System
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to receive electric energy and capacity from the Generating Facility at the Point of Interconnection,
pursuant to the terms of the Interconnection Service Agreement and, if applicable, the Tariff.

Pseudo-Tie:

“Pseudo-Tie” shall have the same meaning provided in the Operating Agreement.

Public Policy Objectives:

“Public Policy Objectives” shall have the same meaning provided in the Operating Agreement.
Public Policy Requirements:

“Public Policy Requirements” shall have the same meaning provided in the Operating
Agreement.

Qualifying Transmission Upgrade:

“Qualifying Transmission Upgrade” shall mean a proposed enhancement or addition to the
Transmission System that: (a) will increase the Capacity Emergency Transfer Limit into an LDA
by a megawatt quantity certified by the Office of the Interconnection; (b) the Office of the
Interconnection has determined will be in service on or before the commencement of the first
Delivery Year for which such upgrade is the subject of a Sell Offer in the Base Residual
Auction; (c) is the subject of a Facilities Study Agreement executed before the conduct of the
Base Residual Auction for such Delivery Year and (d) a New Service Customer is obligated to
fund through a rate or charge specific to such facility or upgrade.

Queue Position:

“Queue Position” shall mean the priority assigned to an Interconnection Request, a Completed
Application, or an Upgrade Request pursuant to applicable provisions of Tariff, Part VI.
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1.5A Economic Load Response Participant.

As used in this section 1.5A, the term “end-use customer” refers to an individual location or
aggregation of locations that consume electricity as identified by a unique electric distribution
company account number.

1.5A.1 Qualification.

A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment
Service Provider that has the ability to cause a reduction in demand as metered on an electric
distribution company account basis (or for non-interval metered residential Direct Load Control
customers, as metered on a statistical sample of electric distribution company accounts utilizing
current data, as described in the PJM Manuals) or has an On-Site Generator that enables demand
reduction may become an Economic Load Response Participant by complying with the
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other
applicable federal, state and local regulatory entities together with this section 1.5A including,
but not limited to, section 1.5A.3 below. A Member or Special Member may aggregate multiple
individual end-use customer sites to qualify as an Economic Load Response Participant, subject
to the requirements of section 1.5A.10 below.

1.5A.2 Special Member.

Entities that are not Members and desire to participate solely in the Real-time Energy Market by
reducing demand may become a Special Member by paying an annual membership fee of $500
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed
$5,000 in a calendar year. For entities that become Special Members pursuant to this section, the
following obligations are waived: (i) the $1,500 membership application fee set forth in
Operating Agreement, Schedule 1, section 1.4.3 and the parallel provisions of Tariff, Attachment
K-Appendix, section 1.4.3; (ii) liability under Operating Agreement, section15.2 for Member
defaults; (iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control
center coverage. In addition, such Members shall not have voting privileges in committees or
sector designations, and shall not be permitted to form user groups. On January 1 of a calendar
year, a Special Member under this section, at its sole election, may become a Member rather than
a Special Member subject to all rules governing being a Member, including regular application
and membership fee requirements.

1.5A.3 Registration.

1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services
Market, Economic Load Response Participants must complete either the Economic Load
Response or Economic Load Response Regulation Only Registration Form posted on the Office
of the Interconnection’s website and submit such form to the Office of the Interconnection for
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set
forth in the PJM Manuals. The Curtailment Service Provide shall not include Critical Natural
Gas Infrastructure end-use customers in the registration. Notwithstanding the below sub-
provisions, Economic Load Response Regulation Only registrations and Economic Load
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Response residential customer registrations not participating in the Day-ahead Energy Market
will not require the identification of the relevant Load Serving Entity, nor will such relevant
Load Serving Entity be notified of such registration or requested to verify such registration. All
other below sub-provisions apply equally to Economic Load Response Regulation Only
registrations, and Economic Load Response residential customer registrations not participating in
the Day-ahead Energy Market, as well as Economic Load Response registrations.

a.

For end-use customers of an electric distribution company that distributed more

than 4 million MWh in the previous fiscal year:

ii.

After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is subject to another contractual obligation or to laws or regulations of
the Relevant Electric Retail Regulatory Authority that prohibit or condition the
end-use customer’s participation in PIM’s Economic Load Response Program.
The relevant electric distribution company or Load Serving Entity shall have ten
Business Days to respond. A relevant electric distribution company or Load
Serving Entity which seeks to assert that the laws or regulations of the Relevant
Electric Retail Regulatory Authority prohibit or condition (which condition the
electric distribution company or Load Serving Entity asserts has not been
satisfied) the end-use customer's participation in PJM’s Economic Load Response
program shall provide to PJM, within the referenced ten Business Day review
period, either: (a) an order, resolution or ordinance of the Relevant Electric Retail
Regulatory Authority prohibiting or conditioning the end-use customer's
participation, (b) an opinion of the Relevant Electric Retail Regulatory
Authority’s legal counsel attesting to the existence of a regulation or law
prohibiting or conditioning the end-use customer's participation, or (¢) 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.

In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall assume that the load to be reduced is not
subject to other contractual obligations or to laws or regulations of the Relevant
Electric Retail Regulatory Authority that prohibit or condition the end-use
customer’s participation in PJM’s Economic Load Response Program, and the
Office of the Interconnection shall accept the registration, provided it meets the
requirements of this section 1.5A and is not an Economic L.oad Response
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Regulation Only registration that will inject power onto the distribution system
and in accordance with the Manuals.

b. For end-use customers of an electric distribution company that distributed 4
million MWh or less in the previous fiscal year:

1. After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is permitted to participate in PIM’s Economic Load Response
Program. The relevant electric distribution company or Load Serving Entity shall
have ten Business Days to respond. If the relevant electric distribution company
or Load Serving Entity verifies that the load that may be reduced is permitted or
conditionally permitted (which condition the electric distribution company or
Load Serving Entity asserts has been satisfied) to participate in the Economic
Load Response Program, then the electric distribution company or the Load
Serving Entity must provide to the Office of the Interconnection within the
referenced ten Business Day review period evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic
Load Response Participant to participate in the Economic Load Response
Program. Evidence from the Relevant Electric Retail Regulatory Authority
permitting the Economic Load Response Participant to participate in the
Economic Load Response Program shall be in the form of either: (a) an order,
resolution or ordinance of the Relevant Electric Retail Regulatory Authority
permitting or conditionally permitting the end-use customer's participation, (b) an
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation, or (c) an opinion of the state
Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority,
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation.

il. In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall reject the registration. If it is able to do so in
compliance with this section 1.5A, including this subsection 1.5A.3, the
Economic Load Response Participant may submit a new registration for
consideration if a prior registration has been rejected pursuant to this subsection.

2. In the event that the end-use customer is subject to another contractual obligation, special
settlement terms may be employed to accommodate such contractual obligation. The Office of
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the Interconnection shall notify the end-use customer or appropriate Curtailment Service
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic
Load Response Participant has or has not met the requirements of this section 1.5A. An end-use
customer that desires not to be simultaneously registered to reduce demand under the Emergency
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
day advance notice to the Office of the Interconnection, may switch its registration for reducing
demand, if it has been registered to reduce load for 15 consecutive days under its current
registration.

1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009

1. For end-use customers of an electric distribution company that distributed more than 4
million MWh in the previous fiscal year:

a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC 4 61,059
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority
law or regulation prohibiting or conditioning (which condition the electric distribution company
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be
deemed to be terminated upon an electric distribution company or Load Serving Entity
submitting to the Office of the Interconnection either: (a) an order, resolution or ordinance of the
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law prohibiting or conditioning the end-use
customer’s participation, or (¢) 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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJIMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM
Manuals.

2. For end-use customers of an electric distribution company that distributed 4 million
MWh or less in the previous fiscal year:

a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing
Economic Load Response Participant's registration submitted to the Office of the Interconnection
prior to August 28, 2009, will be deemed to be terminated unless an electric distribution
company or Load Serving Entity verifies that the existing registration is permitted or
conditionally permitted (which condition the electric distribution company or Load Serving
Entity asserts has been satisfied) to participate in the Economic Load Response Program and
provides evidence to the Office of the Interconnection documenting that the permission or
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conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail
Regulatory Authority. If the electric distribution company or Load Serving Entity verifies that
the existing registration is permitted or conditionally permitted (which condition the electric
distribution company or Load Serving Entity asserts has been satisfied) to participate in the
Economic Load Response Program, then, within ten Business Days of verifying such permission
or conditional permission, the electric distribution company or Load Serving Entity must provide
to the Office of the Interconnection evidence from the Relevant Electric Retail Regulatory
Authority permitting or conditionally permitting the Economic Load Response Participant to
participate in the Economic Load Response Program. Evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic Load Response
Participant to participate in the Economic Load Response Program shall be in the form of either:
(a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority
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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM
Manuals.

3. All registrations submitted to the Office of the Interconnection on or after August 28,
2009, including requests to extend existing registrations, will be processed by the Office of the
Interconnection in accordance with the provisions of this section 1.5A, including this subsection
1.5A3.

1.5A.3.02 Economic Load Response Regulation Only Registrations.

An Economic Load Response Regulation Only registration allows end-use customer
participation in the Regulation market only, and may be submitted by a Curtailment Service
Provider that is different than the Curtailment Service Provider that submits an Emergency Load
Response Program registration, Pre-Emergency Load Response Program registration or
Economic Load Response registration for the same end-use customer. An end-use customer that
is registered as Economic Load Response Regulation Only shall not be permitted to register
and/or participate in any other Ancillary Service markets at the same time, but may have a
second, simultaneously existing Economic Load Response registration to participate in the PJM
Interchange Energy Market as set forth in the PJM Manuals.

An Economic Load Response Regulation Only registration may also participate in the
Regulation market when the end-use customer is injecting power onto the distribution grid if it
meets the following additional requirements to participate when injecting:
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- The end-use customer(s) must be on an associated electric distribution company’s net energy
metering tariff: and

- The registration must use sub-metered data for measurement and verification in accordance
with Tariff, Attachment K-Appendix, section 1.5A.4.

1.5A.4 Metering and Electronic Dispatch Signal.

a) The Curtailment Service Provider is responsible for ensuring that end-use customers have
metering equipment that provides integrated hourly kWh values on an electric distribution
company account basis. For non-interval metered residential customers not participating in the
pilot program under section 1.5A.7 below, the Curtailment Service Provider must ensure that a
representative sample of residential customers has metering equipment that provides integrated
hourly kWh values on an electric distribution company account basis, as set forth in the PJM
Manuals. The metering equipment shall either meet the electric distribution company
requirements for accuracy, or have a maximum error of two percent over the full range of the
metering equipment (including potential transformers and current transformers) and the metering
equipment and associated data shall meet the requirements set forth herein and in the PJIM
Manuals. End-use customer reductions in demand must be metered by recording integrated
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and
comparing actual metered load to its Customer Baseline Load, calculated pursuant to Operating
Agreement, Schedule 1, section 3.3A and the parallel provisions of Tariff, Attachment K-
Appendix, section 3.3A, or on an alternative metering basis approved by the Office of the
Interconnection and agreed upon by all relevant parties, including any Curtailment Service
Provider, electric distribution company and end-use customer. To qualify for compensation for
such load reductions that are not metered directly by the Office of the Interconnection, hourly
data reflecting meter readings for each day during which the load reduction occurred and all
associated days to determine the reduction must be submitted to the Office of the Interconnection
in accordance with the PJM Manuals within 60 days of the load reduction.

Curtailment Service Providers that have end-use customers that will participate in the Regulation
market may be permitted to use Sub-metered load data instead of load data at the electric
distribution company account number level for Regulation measurement and verification as set
forth in the PJM Manuals and subject to the following:

a. Curtailment Service Providers, must clearly identify for the Office of the
Interconnection all electrical devices that will provide Regulation and identify all
other devices used for similar processes within the same Location that will not
provide Regulation. The Location must contribute to management of frequency
control on the PJM electric grid or PJM shall deny use of Sub-metered load data
for the Location.

b. If the registration to participate in the Regulation market contains an aggregation
of Locations, the relevant Curtailment Service Provider will provide the Office of
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the Interconnection with load data for each Location’s Sub-meter through an
after-the-fact load data submission process.

c. The Office of the Interconnection may conduct random, unannounced audits of all
Locations that are registered to participate in the Regulation market to ensure that
devices that are registered by the Curtailment Service Providers as providing
Regulation service are not otherwise being offset by a change in usage of other
devices within the same Location.

d. The Office of the Interconnection may suspend the Regulation market activity of
Economic Load Response Participants, including Curtailment Service Providers,
that do not comply with the Economic Load Response and Regulation market
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the
matter to the Market Monitoring Unit and/or the Federal Energy Regulatory
Commission Office of Enforcement.

b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that
Economic Load Response Participants maintain, the capability to receive and act upon an
electronic dispatch signal from the Office of the Interconnection in accordance with any
standards and specifications contained in the PJM Manuals.

1.5A.5 On-Site Generators.

An Economic Load Response Participant that intends to use an On-Site Generator for the
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent
to the Office of the Interconnection in writing that it holds all necessary environmental permits
applicable to the operation of the On-Site Generator. Unless notified otherwise, the Office of the
Interconnection shall deem such representation applies to each time the On-Site Generator is
used to reduce demand to enable participation in the PJM Interchange Energy Market and that
the On-Site Generator is being operated in compliance with all applicable permits, including any
emissions, run-time limits or other operational constraints that may be imposed by such permits.

1.5A.6 Variable-Load Customers.

The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days
provided by the Market Participant in the registration process; provided, however, that any
alternative means of making such determination when 60 days of data is not available shall be
subject to review and approval by the Office of the Interconnection and provided further that 60
days of hourly load data shall not be required on an individual customer basis for non-interval
metered residential or Small Commercial Customers that provide Economic Load Response
through a direct load control program under which an electric distribution company, Load
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any
action by such customer to reduce load. Non-Variable Loads shall be those for which the
Customer Baseline Load calculation and adjustment methods prescribed by Operating
Agreement, Schedule 1, section 3.3A.2 and the parallel provisions of Tariff, Attachment K-
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Appendix, section 3.3A.2 and Operating Agreement, Schedule 1, section 3.3A.3 and the parallel
provisions of Tariff, Attachment K-Appendix, section 3.3A.3 result in a relative root mean
square hourly error of twenty percent or less compared to the actual hourly loads based on the
hourly load data provided in the registration process and using statistical methods prescribed in
the PJM Manuals. All other loads shall be Variable Loads.

1.5A.7 Non-Hourly Metered Customer Pilot.

Non-hourly metered customers may participate in the PJIM Interchange Energy Market as
Economic Load Response Participants on a pilot basis under the following circumstances. The
Curtailment Service Provider or PIM must propose an alternate method for measuring hourly
demand reductions. The Office of the Interconnection shall approve alternate measurement
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection
(“Pilot Period”). Demand reductions by non-hourly metered customers using alternate
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program
and the PJM Interchange Energy Market or Synchronized Reserve market. With the sole
exception of the requirement for hourly metering as set forth in section 1.5A.4 above, non-hourly
metered customers that qualify as Economic Load Response Participants pursuant to this section
1.5A.7 shall be subject to the rules and procedures for participation by Economic Load Response
Participants in the PJM Interchange Energy Market, including, without limitation, the Net
Benefits Test and the requirement for dispatch by the Office of the Interconnection. Following
completion of a Pilot Period, the alternate method shall be evaluated by the Office of the
Interconnection to determine whether such alternate method should be included in the PJM
Manuals as an accepted measurement mechanism for demand reductions in the PJM Interchange
Energy Market.

1.5A.8 Batch Load Economic Load Response Participant Resource Provision of
Synchronized Reserve or Secondary Reserve.

(a) A Batch Load Economic Load Response Participant resource may provide
Synchronized Reserve or Secondary Reserve in the PJM Interchange Energy Market provided it
has pre-qualified by providing the Office of the Interconnection with documentation acceptable
to the Office of the Interconnection that shows six months of one minute incremental load
history of the Batch Load Economic Load Response Participant resource, or in the event such
history is unavailable, other such information or data acceptable to the Office of the
Interconnection to demonstrate that the resource meets the definition of “Batch Load Economic
Load Response Participant resource” pursuant to Operating Agreement, Schedule 1, section
1.3.1A.001 and the parallel provisions of Tariff, Attachment K-Appendix, section 1.3.1A.001.
This requirement is a one-time pre-qualification requirement for a Batch Load Economic Load
Response Participant resource.

(b) A Batch Load Economic Load Response Participant resource that is consuming
energy at the start of a Synchronized Reserve Event, or, if committed to provide Secondary
Reserve, at the time of a dispatch instruction from the Office of the Interconnection to reduce
load, shall respond to the Office of the Interconnection’s calling of a Synchronized Reserve
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Event, or to such instruction to reduce load, by reducing load as quickly as it is capable and by
keeping its consumption at or near zero megawatts for the entire length of the Synchronized
Reserve Event following the reduction, or, in the case of Secondary Reserve, until a dispatch
instruction that load reductions are no longer required. A Batch Load Economic Load Response
Participant resource that has reduced its consumption of energy for its production processes to
minimal or zero megawatts before the start of a Synchronized Reserve Event (or, in the case of
Secondary Reserve, before a dispatch instruction to reduce load) shall respond to the Office of
the Interconnection’s calling of a Synchronized Reserve Event (or such instruction to reduce
load) by reducing any load that is present at the time the Synchronized Reserve Event is called
(or at the time of such instruction to reduce load) as quickly as it is capable, delaying the restart
of its production processes, and keeping its consumption at or near zero megawatts for the entire
length of the Synchronized Reserve Event following any such reduction (or, in the case of
Secondary Reserve, until a dispatch instruction that load reductions are no longer required).
Failure to respond as described in this section shall be considered non-compliance with the
Office of the Interconnection’s dispatch instruction associated with a Synchronized Reserve
Event, or as applicable, associated with an instruction to a resource committed to provide
Secondary Reserve to reduce load.

1.5A.9 Day-ahead and Real-time Energy Market Participation.

Economic Load Response Participants shall be compensated under Operating Agreement,
Schedule 1, section 3.3A.5 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.5 and Operating Agreement, Schedule 1, section 3.3A.6 and the parallel provisions of
Tariff, Attachment K-Appendix, section 3.3A.6 only if they participate in the Day-ahead or Real-
time Energy Markets as a dispatchable resource.

1.5A.10 Aggregation for Economic Load Response Registrations.

The purpose for aggregation is to allow the participation of end-use customers in the Energy
Market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis or can provide less than 0.1
megawatt of demand response in the Secondary Reserve, Synchronized Reserve or Regulation
markets when they currently have no alternative opportunity to participate on an individual basis.
Aggregations pursuant to section 1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in an aggregation shall be served by the same
electric distribution company or Load Serving Entity where the electric distribution
company is the Load Serving Entity for all end-use customers in the aggregation.
Residential customers that are part of an aggregate that does not participate in the Day-
Ahead Energy Market do not need to share the same Load Serving Entity. If the
aggregation will provide Synchronized Reserves, all customers in the aggregation must
also be part of the same Synchronized Reserve sub-zone;
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iil. 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;

1v. A single CBL for the aggregation shall be used to determine settlements
pursuant to Operating Agreement, Schedule 1, section 3.3A.5 and the parallel provisions
of Tariff, Attachment K-Appendix, section 3.3A.5 and Operating Agreement, Schedule 1,
section 3.3A.6 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.6;

V. If the aggregation will only provide energy to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve. If the aggregation will provide an Ancillary Service to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve;

vi. Each end-use customer site must meet the requirements for market
participation by an Economic Load Response Participant resource except for the 0.1
megawatt minimum load reduction requirement for energy or the 0.1 megawatt minimum
load reduction requirement for Ancillary Services; and

vii.  An end-use customer’s participation in the Energy and Ancillary Services
markets shall be administered under one economic registration.

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations
The purpose for aggregation is to allow the participation of end-use customers in the Regulation
market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis. Aggregations pursuant to section
1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in the aggregation must be served by the same electric
distribution company and must also be part of the same Transmission Zone; and

iil. Each end-use customer site must meet the requirements for market participation

by an Economic Load Response Participant resource except for the 0.1 megawatt
minimum load reduction requirement for Regulation service.

1.5A.11 Reporting

(a)  PJM will post on its website a report of demand response activity, and will
provide a summary thereof to the PJM Markets and Reliability Committee on an annual basis.

(b)  As PJM receives evidence from the electric distribution companies or Load
Serving Entities pursuant to section 1.5A.3 above, PJM will post on its website a list of those
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Relevant Electric Retail Regulatory Authorities that the electric distribution companies or Load
Serving Entities assert prohibit or condition retail participation in PJM’s Economic Load
Response Program together with a corresponding reference to the Relevant Electric Retail
Regulatory Authority evidence that is provided to PJM by the electric distribution companies or
Load Serving Entities.
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Definitions E - F
Economic-based Enhancement or Expansion:
“Economic-based Enhancement or Expansion” shall mean an enhancement or expansion
described in Operating Agreement, Schedule 6, section 1.5.7(b) (i) — (iii) that is designed to
relieve transmission constraints that have an economic impact.
Economic Load Response Participant:
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff,
Attachment K-Appendix, section 1.5A to participate in the PJM Interchange Energy Market

and/or Ancillary Services markets through reductions in demand.

Economic Load Response Regulation Only Participant:

“Economic Load Response Regulation Only Participant” shall mean a Member or Special
Member that qualifies under Operating Agreement, Schedule 1, section 1.5A, and the parallel
provisions of Tariff, Attachment K-Appendix, section 1.5A, and is only eligible to participate in
the PJM Regulation market.

Economic Maximum:

“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Economic Minimum:

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Effective Date:

“Effective Date” shall mean August 1, 1997, or such later date that FERC permits the Operating
Agreement to go into effect.

Effective FTR Holder:
“Effective FTR Holder” shall mean:
(1) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or

electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common
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ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or
indirectly, the management or policies of the FTR Holder; or

(i1) For an FTR Holder that is a publicly traded company including a wholly owned
subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate,
subsidiary or parent of the FTR Holder, any other PIM Member has over 10% common
ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to
influence, directly or indirectly, the management or policies of the FTR Holder; or

(ii1)) an FTR Holder together with any other PJM Member, including also any Affiliate,
subsidiary or parent of such other PJM Member, with which it shares common ownership,
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a
joint venture).

EIDSN, Inc.:

“EIDSN, Inc.” shall mean the nonstock, nonprofit corporation, formerly known as Eastern
Interconnection Data Sharing Network, Inc., or any successor thereto, that is operated primarily
for the purpose of developing operating tools and the facilitation of the secure, consistent,
effective, and efficient sharing of important electric transmission and operational data among
Reliability Coordinators and other relevant parties to help improve electric industry operations
and promote the reliable and efficient operation of the bulk electric system in the Eastern
Interconnection.

Electric Distributor:

“Electric Distributor” shall mean a Member that: 1) owns or leases with rights equivalent to
ownership electric distribution facilities that are used to provide electric distribution service to
electric load within the PJM Region; or 2) is a generation and transmission cooperative or a joint
municipal agency that has a member that owns electric distribution facilities used to provide
electric distribution service to electric load within the PJM Region.

Eligible Fast-Start Resource:

“Eligible Fast-Start Resource” shall mean a Fast-Start Resource that is eligible for the
application of Integer Relaxation during the calculation of Locational Marginal Prices as set
forth in Tariff, Attachment K-Appendix, section 2.2.

Emergency:

“Emergency” shall mean: (i) an abnormal system condition requiring manual or automatic
action to maintain system frequency, or to prevent loss of firm load, equipment damage, or
tripping of system elements that could adversely affect the reliability of an electric system or the
safety of persons or property; or (ii) a fuel shortage requiring departure from normal operating
procedures in order to minimize the use of such scarce fuel; or (iii) a condition that requires
implementation of emergency procedures as defined in the PJM Manuals.
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Emergency Load Response Program:

“Emergency Load Response Program” shall mean the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when
dispatched by PJM during emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.

End-Use Customer:

“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PIM
Region. For purposes of Member Committee classification, a Member that is a retail end-user
that owns generation may qualify as an End-Use Customer if: (1) the average physical unforced
capacity owned by the Member and its affiliates in the PJM region over the five Planning Periods
immediately preceding the relevant Planning Period does not exceed the average PJM capacity
obligation for the Member and its affiliates over the same time period; or (2) the average energy
produced by the Member and its affiliates within the PJM region over the five Planning Periods
immediately preceding the relevant Planning Period does not exceed the average energy
consumed by that Member and its affiliates within the PJM region over the same time period.
The foregoing notwithstanding, taking retail service may not be sufficient to qualify a Member
as an End-Use Customer.

Energy Market Opportunity Cost:

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

Energy Storage Resource:

“Energy Storage Resource” shall mean a resource capable of receiving electric energy from the
grid and storing it for later injection to the grid that participates in the PJM Energy, Capacity
and/or Ancillary Services markets as a Market Participant. Open-Loop Hybrid Resources are not
Energy Storage Resources.

Energy Storage Resource Model Participant:

“Energy Storage Resource Model Participant” shall mean an Energy Storage Resource utilizing
the Energy Storage Resource Participation Model.
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Energy Storage Resource Participation Model:

“Energy Storage Resource Participation Model” shall mean the participation model accepted by
the Commission in Docket No. ER19-469-000.

Equivalent Load:

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

Extended Primary Reserve Requirement:

“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended Primary
Reserve Requirement is calculated in accordance with the PJM Manuals.

Extended Synchronized Reserve Requirement:

“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve
Requirement in a Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves
scheduled under emergency conditions necessary to address operational uncertainty. The
Extended Synchronized Reserve Requirement is calculated in accordance with the PJM Manuals.
Extended 30-minute Reserve Requirement:

“Extended 30-minute Reserve Requirement” shall equal the 30-minute Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended 30-minute
Reserve Requirement is calculated in accordance with the PJM Manuals.

External Market Buyer:

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

External Resource:

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

Fast-Start Resource:

“Fast-Start Resource” shall have the meaning set forth in Tariff, Attachment K-Appendix,
section 2.2A
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FERC or Commission:

“FERC” or “Commission” shall mean the Federal Energy Regulatory Commission or any
successor federal agency, commission or department exercising jurisdiction over the Tariff,
Operating Agreement and Reliability Assurance Agreement.

Final Offer:

“Final Offer” shall mean the offer on which a resource was dispatched by the Office of the
Interconnection for a particular clock hour for an Operating Day.

Finance Committee:

“Finance Committee” shall mean the body formed pursuant to Operating Agreement, section
7.5.1.

Financial Transmission Right:

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2, and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2.

Financial Transmission Right Obligation:

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the
parallel provisions of Tariff, Attachment K-Appendix, section 5.2.2(c).

Financial Transmission Right Option:

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2(c).

Flexible Resource:

“Flexible Resource” shall mean a generating resource that must have a combined Start-up Time
and Notification Time of less than or equal to two hours; and a Minimum Run Time of less than
or equal to two hours.

Form 715 Planning Criteria:
“Form 715 Planning Criteria” shall mean individual Transmission Owner FERC-filed planning

criteria as described in Operating Agreement, Schedule 6, section 1.2(e) and filed with FERC
Form No. 715 and posted on the PJM website.
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FTR Holder:

“FTR Holder” shall mean the PIM Member that has acquired and possesses an FTR.

Fuel Cost Policy:

“Fuel Cost Policy” shall mean the document provided by a Market Seller to PJM and the Market
Monitoring Unit in accordance with PJM Manual 15 and Operating Agreement, Schedule 2,

which documents the Market Seller’s method used to price fuel for calculation of the Market
Seller’s cost-based offer(s)for a generation resource.
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Definitions O - P
Offer Data:

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

Office of the Interconnection:

“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, L.L.C.
subject to the supervision and oversight of the PJM Board, acting pursuant to the Operating Agreement.

Office of the Interconnection Control Center:

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

On-Site Generators:

“On-Site Generators” shall mean generation facilities or portions of a generation facility
(including Behind The Meter Generation) that (i) are not Generation Capacity Resources, (ii) are
not injecting into the grid for the portion of a generation facility that participates as a Demand
Resource or as an Economic Load Response Participant unless permitted as an Economic Load
Response Regulation Only Participanter-as-aBDemand-Reseuree, (iii) are either synchronized or
non-synchronized to the Transmission System, and (iv) can be used to reduce demand for the
purpose of participating in the PJM Interchange Energy Market.

Open Access Same-Time Information System (OASIS) or PJM Open Access Same-time
Information System:

“Open Access Same-Time Information System,” “PJM Open Access Same-time Information
System” or “OASIS” shall mean the electronic communication system and information system
and standards of conduct contained in Part 37 and Part 38 of the Commission’s regulations and
all additional requirements implemented by subsequent Commission orders dealing with OASIS
for the collection and dissemination of information about transmission services in the PJIM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

Open-Loop Hybrid Resource:
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“Open-Loop Hybrid Resource” shall mean a Hybrid Resource with a storage component that
operates by charging its storage component from the grid.

Operating Day:

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

Operating Margin:

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

Operating Margin Customer:

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

Operating Reserve:

“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for
a specified period of an Operating Day to ensure the reliable operation of the PJM Region, as
specified in the PJM Manuals.

Operating Reserve Demand Curve:

“Operating Reserve Demand Curve” shall mean a curve with prices on the y-axis and megawatts
on the x-axis, which defines the relationship between each incremental megawatt of reserves that
can be used to meet a given reserve requirement.

Operator-initiated Commitment:

“Operator-initiated Commitment” shall mean a commitment after the Day-ahead Energy Market
and Day-ahead Scheduling Reserves Market, whether manual or automated, for a reason other
than minimizing the total production costs of serving load.

Original PJM Agreement:

“Original PJM Agreement” shall mean that certain agreement between certain of the Members,
originally dated September 26, 1956, and as amended and supplemented up to and including

December 31, 1996, relating to the coordinated operation of their electric supply systems and the
interchange of electric capacity and energy among their systems.
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Other Supplier:

“Other Supplier” shall mean a Member that: (i) is engaged in buying, selling or transmitting
electric energy, capacity, ancillary services, financial transmission rights or other services
available under PJM’s governing documents in or through the Interconnection or has a good faith
intent to do so, and; (ii) does not qualify for the Generation Owner, Electric Distributor,
Transmission Owner or End-Use Customer sectors.

PJM Board:

“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to the Operating
Agreement, except when such term is being used in Tariff, Attachment M, in which case PJM
Board shall mean the Board of Managers of PJM or its designated representative, exclusive of
any members of PJM Management.

PJM Control Area:
“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control Area.
PJM Dispute Resolution Procedures:

“PJM Dispute Resolution Procedures” shall mean the procedures for the resolution of disputes
set forth in Operating Agreement, Schedule 5.

PJM Governing Agreements:

“PJM Governing Agreements” shall mean the PJM Open Access Transmission Tariff, the
Operating Agreement, the Consolidated Transmission Owners Agreement, the Reliability
Assurance Agreement, or any other applicable agreement approved by the FERC and intended to
govern the relationship by and among PJM and any of its Members.

PJM Interchange:

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

PJM Interchange Energy Market:
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“PJM Interchange Energy Market” shall mean the regional competitive market administered by
the Office of the Interconnection for the purchase and sale of spot electric energy at wholesale in
interstate commerce and related services established pursuant to Operating Agreement, Schedule
1, and the parallel provisions of Tariff, Attachment K-Appendix.

PJM Interchange Export:

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

PJM Interchange Import:

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

PJM Manuals:

“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the
Office of the Interconnection for the operation, planning, and accounting requirements of the
PJM Region and the PJM Interchange Energy Market.

PJM Mid-Atlantic Region:

“PJM Mid-Atlantic Region” shall mean the aggregate of the Transmission Facilities of Atlantic
City Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light
Company, Jersey Central Power and Light Company, Mid-Atlantic Interstate Transmission,
LLC, PECO Energy Company, PPL Electric Utilities Corporation, Potomac Electric Power
Company, Public Service Electric and Gas Company, and Rockland Electric Company.

PJM Region:

“PJM Region” shall mean the aggregate of the Zones within PJM as set forth in Tariff,
Attachment J.

PJMSettlement:
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“PJMSettlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor),
established by PJM as set forth in Operating Agreement, section 3.3.

PJM South Region:

“PJM South Region” shall mean the Transmission Facilities of Virginia Electric and Power
Company.

PJM Tariff, Tariff, O.A.T.T., OATT or PJM Open Access Transmission Tariff:

“PJM Tariff,” “Tariff,” “O.A.T.T.,” or “PJM Open Access Transmission Tariff” shall mean that
certain “PJM Open Access Transmission Tariff”, including any schedules, appendices, or
exhibits attached thereto, on file with FERC and as amended from time to time thereafter.

PJM West Region:

“PJM West Region” shall mean the Zones of Allegheny Power; Commonwealth Edison
Company (including Commonwealth Edison Co. of Indiana); AEP East Affiliate Companies;
The Dayton Power and Light Company; the Duquesne Light Company; American Transmission
Systems, Incorporated; Duke Energy Ohio, Inc., Duke Energy Kentucky, Inc. and East Kentucky
Power Cooperative, Inc.

Planning Period:

“Planning Period” shall have the meaning specified in the Reliability Assurance Agreement.

Planning Period Balance:

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

Planning Period Quarter:

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

Point-to-Point Transmission Service:

“Point-to-Point Transmission Service” shall mean the reservation and transmission of capacity
and energy on either a firm or non-firm basis from the Point(s) of Delivery under Tariff, Part II.

PRD Curve:

“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement.
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PRD Provider:
“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement.
PRD Reservation Price:

“PRD Reservation Price” shall have the meaning provided in the Reliability Assurance
Agreement.

PRD Substation:

“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement.
Pre-Emergency Load Response Program:

“Pre-Emergency Load Response Program” shall be the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when
dispatched by PJM during pre-emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-appendix, section 8.
President:

“President” shall have the meaning specified in Operating Agreement, section 9.2.

Price Responsive Demand:

“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance
Agreement.

Primary Reserve:

“Primary Reserve” shall mean the total reserve capability of generation resources that can be
converted fully into energy or Economic Load Response Participant resources whose demand
can be reduced within ten minutes of a request from the Office of the Interconnection dispatcher,
and 1s comprised of both Synchronized Reserve and Non-Synchronized Reserve.

Primary Reserve Alert:

“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated
shortage of Operating Reserve capacity for a future critical period.

Primary Reserve Requirement:
“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a

Reserve Zone or Reserve Sub-zone as Primary Reserve absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Primary Reserve
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Requirement is calculated in accordance with the PIM Manuals. The requirement can be
satisfied by any combination of Synchronized Reserve or Non-Synchronized Reserve resources.

Prohibited Securities:

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

(1) the primary business purpose of the Member or Eligible Customer, or their Affiliates, is to
buy, sell or schedule energy, power, capacity, ancillary services or transmission services as
indicated by an industry code within the “Electric Power Generation, Transmission, and
Distribution” industry group under the North American Industry Classification System
(“NAICS”) or otherwise determined by the Office of the Interconnection;

(2) the Nonincumbent Developer has been pre-qualified as eligible to be a Designated Entity
pursuant to Operating Agreement, Schedule 6;

(3) the total (gross) financial settlements regarding the use of transmission capacity of the
Transmission System and/or transactions in the centralized markets that the Office of the
Interconnection administers under the Tariff and the Operating Agreement for all Members or
Eligible Customers affiliated with the publicly traded company during its most recently
completed fiscal year is equal to or greater than 0.5% of its gross revenues for the same time
period; or

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

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

Proportional Multi-Driver Project:

“Proportional Multi-Driver Project” shall mean a Multi-Driver Project that is planned as
described in Operating Agreement, Schedule 6, section 1.5.10(h).

Pseudo-Tie:

“Pseudo-Tie shall have the same meaning set forth in the NERC Glossary of Terms Used in
NERC Reliability Standards.

Public Policy Objectives:
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“Public Policy Objectives” shall refer to Public Policy Requirements, as well as public policy
initiatives of state or federal entities that have not been codified into law or regulation but which
nonetheless may have important impacts on long term planning considerations.

Public Policy Requirements:

“Public Policy Requirements” shall refer to policies pursued by: (a) state or federal entities,
where such policies are reflected in duly enacted statutes or regulations, including but not limited
to, state renewable portfolio standards and requirements under Environmental Protection Agency
regulations; and (b) local governmental entities such as a municipal or county government,
where such policies are reflected in duly enacted laws or regulations passed by the local
governmental entity.
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1.5A Economic Load Response Participant.

As used in this section 1.5A, the term “end-use customer” refers to an individual location or
aggregation of locations that consume electricity as identified by a unique electric distribution
company account number.

1.5A.1 Qualification.

A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment
Service Provider that has the ability to cause a reduction in demand as metered on an electric
distribution company account basis (or for non-interval metered residential Direct Load Control
customers, as metered on a statistical sample of electric distribution company accounts utilizing
current data, as described in the PJM Manuals) or has an On-Site Generator that enables demand
reduction may become an Economic Load Response Participant by complying with the
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other
applicable federal, state and local regulatory entities together with this section 1.5A including,
but not limited to, section 1.5A.3 below. A Member or Special Member may aggregate multiple
individual end-use customer sites to qualify as an Economic Load Response Participant, subject
to the requirements of section 1.5A.10 below.

1.5A.2 Special Member.

Entities that are not Members and desire to participate solely in the Real-time Energy Market by
reducing demand may become a Special Member by paying an annual membership fee of $500
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed
$5,000 in a calendar year. For entities that become Special Members pursuant to this section, the
following obligations are waived: (i) the $1,500 membership application fee set forth in
Operating Agreement, Schedule 1, section 1.4.3 and the parallel provisions of Tariff, Attachment
K-Appendix, section 1.4.3; (ii) liability under Operating Agreement, section 15.2 for Member
defaults; (iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control
center coverage. In addition, such Members shall not have voting privileges in committees or
sector designations, and shall not be permitted to form user groups. On January 1 of a calendar
year, a Special Member under this section, at its sole election, may become a Member rather than
a Special Member subject to all rules governing being a Member, including regular application
and membership fee requirements.

1.5A.3 Registration.

1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services
Market, Economic Load Response Participants must complete either the Economic Load
Response or Economic Load Response Regulation Only Registration Form posted on the Office
of the Interconnection’s website and submit such form to the Office of the Interconnection for
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set
forth in the PJM Manuals. The Curtailment Service Provide shall not include Critical Natural
Gas Infrastructure end-use customers in the registration. Notwithstanding the below sub-
provisions, Economic Load Response Regulation Only registrations and Economic Load

Page 56



Response residential customer registrations not participating in the Day-ahead Energy Market
will not require the identification of the relevant Load Serving Entity, nor will such relevant
Load Serving Entity be notified of such registration or requested to verify such registration. All
other below sub-provisions apply equally to Economic Load Response Regulation Only
registrations, and Economic Load Response residential customer registrations not participating in
the Day-ahead Energy Market, as well as Economic Load Response registrations.

a.

For end-use customers of an electric distribution company that distributed more

than 4 million MWHh in the previous fiscal year:

ii.

After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is subject to another contractual obligation or to laws or regulations of
the Relevant Electric Retail Regulatory Authority that prohibit or condition the
end-use customer’s participation in PIM’s Economic Load Response Program.
The relevant electric distribution company or Load Serving Entity shall have ten
Business Days to respond. A relevant electric distribution company or Load
Serving Entity which seeks to assert that the laws or regulations of the Relevant
Electric Retail Regulatory Authority prohibit or condition (which condition the
electric distribution company or Load Serving Entity asserts has not been
satisfied) the end-use customer's participation in PJM’s Economic Load Response
program shall provide to PJM, within the referenced ten Business Day review
period, either: (a) an order, resolution or ordinance of the Relevant Electric Retail
Regulatory Authority prohibiting or conditioning the end-use customer's
participation, (b) an opinion of the Relevant Electric Retail Regulatory
Authority’s legal counsel attesting to the existence of a regulation or law
prohibiting or conditioning the end-use customer's participation, or (¢) 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.

In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall assume that the load to be reduced is not
subject to other contractual obligations or to laws or regulations of the Relevant
Electric Retail Regulatory Authority that prohibit or condition the end-use
customer’s participation in PJM’s Economic Load Response Program, and the
Office of the Interconnection shall accept the registration, provided it meets the
requirements of this section 1.5A and is not an Economic Load Response
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Regulation Only registration that will inject power onto the distribution system
and in accordance with the Manuals.

b. For end-use customers of an electric distribution company that distributed 4
million MWh or less in the previous fiscal year:

1. After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is permitted to participate in PIM’s Economic Load Response
Program. The relevant electric distribution company or Load Serving Entity shall
have ten Business Days to respond. If the relevant electric distribution company
or Load Serving Entity verifies that the load that may be reduced is permitted or
conditionally permitted (which condition the electric distribution company or
Load Serving Entity asserts has been satisfied) to participate in the Economic
Load Response Program, then the electric distribution company or the Load
Serving Entity must provide to the Office of the Interconnection within the
referenced ten Business Day review period evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic
Load Response Participant to participate in the Economic Load Response
Program. Evidence from the Relevant Electric Retail Regulatory Authority
permitting the Economic Load Response Participant to participate in the
Economic Load Response Program shall be in the form of either: (a) an order,
resolution or ordinance of the Relevant Electric Retail Regulatory Authority
permitting or conditionally permitting the end-use customer's participation, (b) an
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation, or (c) an opinion of the state
Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority,
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation.

il. In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall reject the registration. If it is able to do so in
compliance with this section 1.5A, including this subsection 1.5A.3, the
Economic Load Response Participant may submit a new registration for
consideration if a prior registration has been rejected pursuant to this subsection.

2. In the event that the end-use customer is subject to another contractual obligation, special
settlement terms may be employed to accommodate such contractual obligation. The Office of
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the Interconnection shall notify the end-use customer or appropriate Curtailment Service
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic
Load Response Participant has or has not met the requirements of this section 1.5A. An end-use
customer that desires not to be simultaneously registered to reduce demand under the Emergency
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
day advance notice to the Office of the Interconnection, may switch its registration for reducing
demand, if it has been registered to reduce load for 15 consecutive days under its current
registration.

1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009

1. For end-use customers of an electric distribution company that distributed more than 4
million MWh in the previous fiscal year:

a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC 4 61,059
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority
law or regulation prohibiting or conditioning (which condition the electric distribution company
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be
deemed to be terminated upon an electric distribution company or Load Serving Entity
submitting to the Office of the Interconnection either: (a) an order, resolution or ordinance of the
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law prohibiting or conditioning the end-use
customer’s participation, or (¢) 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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJIMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM
Manuals.

2. For end-use customers of an electric distribution company that distributed 4 million
MWh or less in the previous fiscal year:

a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing
Economic Load Response Participant's registration submitted to the Office of the Interconnection
prior to August 28, 2009, will be deemed to be terminated unless an electric distribution
company or Load Serving Entity verifies that the existing registration is permitted or
conditionally permitted (which condition the electric distribution company or Load Serving
Entity asserts has been satisfied) to participate in the Economic Load Response Program and
provides evidence to the Office of the Interconnection documenting that the permission or
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conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail
Regulatory Authority. If the electric distribution company or Load Serving Entity verifies that
the existing registration is permitted or conditionally permitted (which condition the electric
distribution company or Load Serving Entity asserts has been satisfied) to participate in the
Economic Load Response Program, then, within ten Business Days of verifying such permission
or conditional permission, the electric distribution company or Load Serving Entity must provide
to the Office of the Interconnection evidence from the Relevant Electric Retail Regulatory
Authority permitting or conditionally permitting the Economic Load Response Participant to
participate in the Economic Load Response Program. Evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic Load Response
Participant to participate in the Economic Load Response Program shall be in the form of either:
(a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority
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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJIM Operating Agreement and PJM
Manuals.

3. All registrations submitted to the Office of the Interconnection on or after August 28,
2009, including requests to extend existing registrations, will be processed by the Office of the
Interconnection in accordance with the provisions of this section 1.5A, including this subsection
1.5A3.

1.5A.3.02 Economic Load Response Regulation Only Registrations.

An Economic Load Response Regulation Only registration allows end-use customer
participation in the Regulation market only, and may be submitted by a Curtailment Service
Provider that is different than the Curtailment Service Provider that submits an Emergency Load
Response Program registration, Pre-Emergency Load Response Program registration or
Economic Load Response registration for the same end-use customer. An end-use customer that
is registered as Economic Load Response Regulation Only shall not be permitted to register
and/or participate in any other Ancillary Service markets at the same time, but may have a
second, simultaneously existing Economic Load Response registration to participate in the PJIM
Interchange Energy Market as set forth in the PJM Manuals.

An Economic Load Response Regulation Only registration may also participate in the
Regulation market when the end-use customer is injecting power onto the distribution grid if it
meets the following additional requirements to participate when injecting:

Page 60



- The end-use customer(s) must be on an associated electric distribution company’s net energy
metering tariff: and

- The registration must use sub-metered data for measurement and verification in accordance
with Tariff, Attachment K-Appendix, section 1.5A.4.

1.5A.4 Metering and Electronic Dispatch Signal.

a) The Curtailment Service Provider is responsible for ensuring that end-use customers have
metering equipment that provides integrated hourly kWh values on an electric distribution
company account basis. For non-interval metered residential customers not participating in the
pilot program under section 1.5A.7 below, the Curtailment Service Provider must ensure that a
representative sample of residential customers has metering equipment that provides integrated
hourly kWh values on an electric distribution company account basis, as set forth in the PJM
Manuals. The metering equipment shall either meet the electric distribution company
requirements for accuracy, or have a maximum error of two percent over the full range of the
metering equipment (including potential transformers and current transformers) and the metering
equipment and associated data shall meet the requirements set forth herein and in the PJIM
Manuals. End-use customer reductions in demand must be metered by recording integrated
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and
comparing actual metered load to its Customer Baseline Load, calculated pursuant to Operating
Agreement, Schedule 1, section 3.3A and the parallel provisions of Tariff, Attachment K-
Appendix, section 3.3A, or on an alternative metering basis approved by the Office of the
Interconnection and agreed upon by all relevant parties, including any Curtailment Service
Provider, electric distribution company and end-use customer. To qualify for compensation for
such load reductions that are not metered directly by the Office of the Interconnection, hourly
data reflecting meter readings for each day during which the load reduction occurred and all
associated days to determine the reduction must be submitted to the Office of the Interconnection
in accordance with the PJM Manuals within 60 days of the load reduction.

Curtailment Service Providers that have end-use customers that will participate in the Regulation
market may be permitted to use Sub-metered load data instead of load data at the electric
distribution company account number level for Regulation measurement and verification as set
forth in the PJM Manuals and subject to the following:

a. Curtailment Service Providers, must clearly identify for the Office of the
Interconnection all electrical devices that will provide Regulation and identify all
other devices used for similar processes within the same Location that will not
provide Regulation. The Location must contribute to management of frequency
control on the PJM electric grid or PJM shall deny use of Sub-metered load data
for the Location.

b. If the registration to participate in the Regulation market contains an aggregation
of Locations, the relevant Curtailment Service Provider will provide the Office of
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the Interconnection with load data for each Location’s Sub-meter through an
after-the-fact load data submission process.

c. The Office of the Interconnection may conduct random, unannounced audits of all
Locations that are registered to participate in the Regulation market to ensure that
devices that are registered by the Curtailment Service Providers as providing
Regulation service are not otherwise being offset by a change in usage of other
devices within the same Location.

d. The Office of the Interconnection may suspend the Regulation market activity of
Economic Load Response Participants, including Curtailment Service Providers,
that do not comply with the Economic Load Response and Regulation market
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the
matter to the Market Monitoring Unit and/or the Federal Energy Regulatory
Commission Office of Enforcement.

b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that
Economic Load Response Participants maintain, the capability to receive and act upon an
electronic dispatch signal from the Office of the Interconnection in accordance with any
standards and specifications contained in the PJM Manuals.

1.5A.5 On-Site Generators.

An Economic Load Response Participant that intends to use an On-Site Generator for the
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent
to the Office of the Interconnection in writing that it holds all necessary environmental permits
applicable to the operation of the On-Site Generator. Unless notified otherwise, the Office of the
Interconnection shall deem such representation applies to each time the On-Site Generator is
used to reduce demand to enable participation in the PJM Interchange Energy Market and that
the On-Site Generator is being operated in compliance with all applicable permits, including any
emissions, run-time limits or other operational constraints that may be imposed by such permits.

1.5A.6 Variable-Load Customers.

The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days
provided by the Market Participant in the registration process; provided, however, that any
alternative means of making such determination when 60 days of data is not available shall be
subject to review and approval by the Office of the Interconnection and provided further that 60
days of hourly load data shall not be required on an individual customer basis for non-interval
metered residential or Small Commercial Customers that provide Economic Load Response
through a direct load control program under which an electric distribution company, Load
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any
action by such customer to reduce load. Non-Variable Loads shall be those for which the
Customer Baseline Load calculation and adjustment methods prescribed by Operating
Agreement, Schedule 1, section 3.3A.2 and the parallel provisions of Tariff, Attachment K-
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Appendix, section 3.3A.2 and Operating Agreement, Schedule 1, section 3.3A.3 and the parallel
provisions of Tariff, Attachment K-Appendix, section 3.3A.3 result in a relative root mean
square hourly error of twenty percent or less compared to the actual hourly loads based on the
hourly load data provided in the registration process and using statistical methods prescribed in
the PJM Manuals. All other loads shall be Variable Loads.

1.5A.7 Non-Hourly Metered Customer Pilot.

Non-hourly metered customers may participate in the PJIM Interchange Energy Market as
Economic Load Response Participants on a pilot basis under the following circumstances. The
Curtailment Service Provider or PIM must propose an alternate method for measuring hourly
demand reductions. The Office of the Interconnection shall approve alternate measurement
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection
(“Pilot Period”). Demand reductions by non-hourly metered customers using alternate
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program
and the PJM Interchange Energy Market or Synchronized Reserve market. With the sole
exception of the requirement for hourly metering as set forth in section 1.5A.4 above, non-hourly
metered customers that qualify as Economic Load Response Participants pursuant to this section
1.5A.7 shall be subject to the rules and procedures for participation by Economic Load Response
Participants in the PJM Interchange Energy Market, including, without limitation, the Net
Benefits Test and the requirement for dispatch by the Office of the Interconnection. Following
completion of a Pilot Period, the alternate method shall be evaluated by the Office of the
Interconnection to determine whether such alternate method should be included in the PJM
Manuals as an accepted measurement mechanism for demand reductions in the PJM Interchange
Energy Market.

1.5A.8 Batch Load Economic Load Response Participant Resource Provision of
Synchronized Reserve or Secondary Reserve.

(a) A Batch Load Economic Load Response Participant resource may provide
Synchronized Reserve or Secondary Reserve in the PJM Interchange Energy Market provided it
has pre-qualified by providing the Office of the Interconnection with documentation acceptable
to the Office of the Interconnection that shows six months of one minute incremental load
history of the Batch Load Economic Load Response Participant resource, or in the event such
history is unavailable, other such information or data acceptable to the Office of the
Interconnection to demonstrate that the resource meets the definition of “Batch Load Economic
Load Response Participant resource” pursuant to Operating Agreement, Schedule 1, section
1.3.1A.001 and the parallel provisions of Tariff, Attachment K-Appendix, section 1.3.1A.001.
This requirement is a one-time pre-qualification requirement for a Batch Load Economic Load
Response Participant resource.

(b) A Batch Load Economic Load Response Participant resource that is consuming
energy at the start of a Synchronized Reserve Event, or, if committed to provide Secondary
Reserve, at the time of a dispatch instruction from the Office of the Interconnection to reduce
load, shall respond to the Office of the Interconnection’s calling of a Synchronized Reserve

Page 63



Event, or to such instruction to reduce load, by reducing load as quickly as it is capable and by
keeping its consumption at or near zero megawatts for the entire length of the Synchronized
Reserve Event following the reduction, or, in the case of Secondary Reserve, until a dispatch
instruction that load reductions are no longer required. A Batch Load Economic Load Response
Participant resource that has reduced its consumption of energy for its production processes to
minimal or zero megawatts before the start of a Synchronized Reserve Event (or, in the case of
Secondary Reserve, before a dispatch instruction to reduce load) shall respond to the Office of
the Interconnection’s calling of a Synchronized Reserve Event (or such instruction to reduce
load) by reducing any load that is present at the time the Synchronized Reserve Event is called
(or at the time of such instruction to reduce load) as quickly as it is capable, delaying the restart
of its production processes, and keeping its consumption at or near zero megawatts for the entire
length of the Synchronized Reserve Event following any such reduction (or, in the case of
Secondary Reserve, until a dispatch instruction that load reductions are no longer required).
Failure to respond as described in this section shall be considered non-compliance with the
Office of the Interconnection’s dispatch instruction associated with a Synchronized Reserve
Event, or as applicable, associated with an instruction to a resource committed to provide
Secondary Reserve to reduce load.

1.5A.9 Day-ahead and Real-time Energy Market Participation.

Economic Load Response Participants shall be compensated under Operating Agreement,
Schedule 1, section 3.3A.5 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.5 and Operating Agreement, Schedule 1, section 3.3A.6 and the parallel provisions of
Tariff, Attachment K-Appendix, section 3.3A.6 only if they participate in the Day-ahead or Real-
time Energy Markets as a dispatchable resource.

1.5A.10 Aggregation for Economic Load Response Registrations.

The purpose for aggregation is to allow the participation of end-use customers in the Energy
Market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis or can provide less than 0.1
megawatt of demand response in the Secondary Reserve, Synchronized Reserve or Regulation
markets when they currently have no alternative opportunity to participate on an individual basis.
Aggregations pursuant to section 1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in an aggregation shall be served by the same
electric distribution company or Load Serving Entity where the electric distribution
company is the Load Serving Entity for all end-use customers in the aggregation.
Residential customers that are part of an aggregate that does not participate in the Day-
Ahead Energy Market do not need to share the same Load Serving Entity. If the
aggregation will provide Synchronized Reserves, all customers in the aggregation must
also be part of the same Synchronized Reserve sub-zone;
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iil. 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;

1v. A single CBL for the aggregation shall be used to determine settlements
pursuant to Operating Agreement, Schedule 1, section 3.3A.5 and the parallel provisions
of Tariff, Attachment K-Appendix, section 3.3A.5 and Operating Agreement, Schedule 1,
section 3.3A.6 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.6;

V. If the aggregation will only provide energy to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve. If the aggregation will provide an Ancillary Service to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve;

vi. Each end-use customer site must meet the requirements for market
participation by an Economic Load Response Participant resource except for the 0.1
megawatt minimum load reduction requirement for energy or the 0.1 megawatt minimum
load reduction requirement for Ancillary Services; and

vii.  An end-use customer’s participation in the Energy and Ancillary Services
markets shall be administered under one economic registration.

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations
The purpose for aggregation is to allow the participation of end-use customers in the Regulation
market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis. Aggregations pursuant to section
1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in the aggregation must be served by the same electric
distribution company and must also be part of the same Transmission Zone; and

iil. Each end-use customer site must meet the requirements for market participation

by an Economic Load Response Participant resource except for the 0.1 megawatt
minimum load reduction requirement for Regulation service.

1.5A.11 Reporting

(a)  PJM will post on its website a report of demand response activity, and will
provide a summary thereof to the PJM Markets and Reliability Committee on an annual basis.

(b)  As PJM receives evidence from the electric distribution companies or Load
Serving Entities pursuant to section 1.5A.3 above, PJM will post on its website a list of those
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Relevant Electric Retail Regulatory Authorities that the electric distribution companies or Load
Serving Entities assert prohibit or condition retail participation in PJM’s Economic Load
Response Program together with a corresponding reference to the Relevant Electric Retail
Regulatory Authority evidence that is provided to PJM by the electric distribution companies or
Load Serving Entities.
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Definitions — E - F
Economic-based Enhancement or Expansion:

“Economic-based Enhancement or Expansion” shall have the same meaning provided in the
Operating Agreement.

Economic Load Response Participant:

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff,
Attachment K-Appendix, section 1.5A, to participate in the PJM Interchange Energy Market
and/or Ancillary Services markets through reductions in demand.

Economic Load Response Regulation Only Participant:

“Economic Load Response Regulation Only Participant” shall mean a Member or Special
Member that qualifies under Operating Agreement, Schedule 1, section 1.5A, and the parallel
provisions of Tariff, Attachment K-Appendix, section 1.5A, and is only eligible to participate in
the PJM Regulation market.

Economic Maximum:

“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJIM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Economic Minimum:

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Effective FTR Holder:

“Effective FTR Holder” shall mean:

(1) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or
electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common
ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or
indirectly, the management or policies of the FTR Holder; or

(i1) For an FTR Holder that is a publicly traded company including a wholly owned

subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate,
subsidiary or parent of the FTR Holder, any other PIM Member has over 10% common
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ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to
influence, directly or indirectly, the management or policies of the FTR Holder; or

(ii1)) an FTR Holder together with any other PJM Member, including also any Affiliate,
subsidiary or parent of such other PJM Member, with which it shares common ownership,
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a
joint venture).

EFORd:
“EFORA” shall have the meaning specified in the PJM Reliability Assurance Agreement.
Electrical Distance:

“Electrical Distance” shall mean, for a Generation Capacity Resource geographically located
outside the metered boundaries of the PJM Region, the measure of distance, based on impedance
and in accordance with the PJM Manuals, from the Generation Capacity Resource to the PJIM
Region.

Eligible Customer:
“Eligible Customer” shall mean:

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

(i1) Any retail customer taking unbundled transmission service pursuant to a state requirement
that the Transmission Provider or a Transmission Owner offer the transmission service, or
pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer
under the Tariff. As used in Tariff, Part VI, Eligible Customer shall mean only those Eligible
Customers that have submitted a Completed Application.

Eligible Fast-Start Resource:
“Eligible Fast-Start Resource” shall mean a Fast-Start Resource that is eligible for the
application of Integer Relaxation during the calculation of Locational Marginal Prices as set

forth in Tariff, Attachment K-Appendix, section 2.2.

Emergency Action:
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“Emergency Action” shall mean (1) any megawatt shortage of the Primary Reserve Requirement
(as specified in the PJM Manuals) in a Reserve Zone or Reserve Sub-zone, inclusive of any
adjustments to such requirement to account for system conditions, as determined by the dispatch
run from the security constrained economic dispatch and where, as specified in the PJIM
Manuals, there is also a Voltage Reduction Warning and reduction of non-critical plant load,
Manual Load Dump Warning, Maximum Generation Emergency Action, or the curtailment of
non-essential building loads and Voltage Reduction Warning that encompasses such Reserve
Zone or Reserve Sub-zone or (2) anytime the Office of Interconnection identifies an emergency
and issues a load shed directive, Manual Load Dump Action, Voltage Reduction Action, or
deploy all resources action for an entire Reserve Zone or Reserve Sub-zone.

Emergency Condition:

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

Emergency Load Response Program:
“Emergency Load Response Program” shall mean the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when

dispatched by PJM during emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.

Energy Efficiency Resource:

“Energy Efficiency Resource” shall have the meaning specified in the PJM Reliability Assurance
Agreement.

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

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

Energy Resource:

“Energy Resource” shall mean a Generating Facility that is not a Capacity Resource.

Energy Settlement Area:

“Energy Settlement Area” shall mean the bus or distribution of busses that represents the
physical location of Network Load and by which the obligations of the Network Customer to
PJM are settled.

Energy Storage Resource:

“Energy Storage Resource” shall mean a resource capable of receiving electric energy from the
grid and storing it for later injection to the grid that participates in the PJM Energy, Capacity
and/or Ancillary Services markets as a Market Participant. Open-Loop Hybrid Resources are not
Energy Storage Resources.

Energy Storage Resource Model Participant:

“Energy Storage Resource Model Participant” shall mean an Energy Storage Resource utilizing
the Energy Storage Resource Participation Model.

Energy Storage Resource Participation Model:

“Energy Storage Resource Participation Model” shall mean the participation model accepted by
the Commission in Docket No. ER19-469-000.

Energy Transmission Injection Rights:

“Energy Transmission Injection Rights” shall mean the rights to schedule energy deliveries at a
specified point on the Transmission System. Energy Transmission Injection Rights may be
awarded only to a Merchant D.C. Transmission Facility that connects the Transmission System
to another control area. Deliveries scheduled using Energy Transmission Injection Rights have

rights similar to those under Non-Firm Point-to-Point Transmission Service.

Entity Providing Supply Services to Default Retail Service Provider:
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“Entity Providing Supply Services to Default Retail Service Provider” shall mean any entity,
including but not limited to a load aggregator or power marketer, providing supply services to an
electric distribution company when that electric distribution company is serving as the default
retail service provider, and that enters into a contract or similar obligation with such electric
distribution company to serve retail customers who have not selected a competitive retail service
provider.

Environmental Laws:

“Environmental Laws” shall mean applicable Laws or Regulations relating to pollution or
protection of the environment, natural resources or human health and safety.

Environmentally-Limited Resource:

“Environmentally-Limited Resource” shall mean a resource which has a limit on its run hours
imposed by a federal, state, or other governmental agency that will significantly limit its
availability, on either a temporary or long-term basis. This includes a resource that is limited by a
governmental authority to operating only during declared PJM capacity emergencies.

Equivalent Load:

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

Event of Default:

“Event of Default,” as that term is used in Tariff, Attachment Q, shall mean a Financial Default,
Credit Breach, or Credit Support Default.

Exercise of Buyer-Side Market Power:

“Exercise of Buyer-Side Market Power” shall mean anti-competitive behavior of a Capacity
Market Seller with a Load Interest, or directed by an entity with a Load Interest, to
uneconomically lower RPM Auction Sell Offer(s) in order to suppress RPM Auction clearing
prices for the overall benefit of the Capacity Market Seller’s (and/or affiliates of Capacity
Market Seller) portfolio of generation and load or that of the directing entity with a Load Interest
as determined pursuant to Tariff, Attachment DD, section 5.14(h-2)(2)(B). A bilateral contract
between the Capacity Market Seller and an entity with a Load Interest with the express purpose
of lowering capacity market clearing prices shall be evidence of the Exercise of Buyer-Side
Market Power.

Existing Generation Capacity Resource:

“Existing Generation Capacity Resource” shall have the meaning specified in the Reliability
Assurance Agreement.
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Export Credit Exposure:

“Export Credit Exposure” is determined for each Market Participant for a given Operating Day,
and shall mean the sum of credit exposures for the Market Participant’s Export Transactions for
that Operating Day and for the preceding Operating Day.

Export Nodal Reference Price:

“Export Nodal Reference Price” at each location is the 97th percentile, shall be, the real-time
hourly integrated price experienced over the corresponding two-month period in the preceding
calendar year, calculated separately for peak and off-peak time periods. The two-month time
periods used in this calculation shall be January and February, March and April, May and June,
July and August, September and October, and November and December.

Export Transaction:

“Export Transaction” shall be a transaction by a Market Participant that results in the transfer of
energy from within the PJM Control Area to outside the PJM Control Area. Coordinated
External Transactions that result in the transfer of energy from the PJM Control Area to an
adjacent Control Area are one form of Export Transaction.

Export Transaction Price Factor:

“Export Transaction Price Factor” for a prospective time interval shall be the greater of (i) PJIM’s
forecast price for the time interval, if available, or (i1) the Export Nodal Reference Price, but
shall not exceed the Export Transaction’s dispatch ceiling price cap, if any, for that time interval.
The Export Transaction Price Factor for a past time interval shall be calculated in the same
manner as for a prospective time interval, except that the Export Transaction Price Factor may
use a tentative or final settlement price, as available. If an Export Nodal Reference Price is not
available for a particular time interval, PJM may use an Export Transaction Price Factor for that
time interval based on an appropriate alternate reference price.

Export Transaction Screening:

“Export Transaction Screening” shall be the process PJM uses to review the Export Credit
Exposure of Export Transactions against the Credit Available for Export Transactions, and deny
or curtail all or a portion of an Export Transaction, if the credit required for such transactions is
greater than the credit available for the transactions.

Export Transactions Net Activity:

“Export Transactions Net Activity” shall mean the aggregate net total, resulting from Export
Transactions, of (i) Spot Market Energy charges, (i1) Transmission Congestion Charges, and (iii)
Transmission Loss Charges, calculated as set forth in Operating Agreement, Schedule 1 and the
parallel provisions of Tariff, Attachment K-Appendix. Export Transactions Net Activity may be
positive or negative.
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Extended Primary Reserve Requirement:

“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended Primary
Reserve Requirement is calculated in accordance with the PJM Manuals.

Extended Synchronized Reserve Requirement:

“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve
Requirement in a Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves
scheduled under emergency conditions necessary to address operational uncertainty. The
Extended Synchronized Reserve Requirement is calculated in accordance with the PJM Manuals.

Extended 30-minute Reserve Requirement:

“Extended 30-minute Reserve Requirement” shall equal the 30-minute Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended 30-minute
Reserve Requirement is calculated in accordance with the PJM Manuals.

External Market Buyer:

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

External Resource:

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

Facilities Study:

“Facilities Study” shall be an engineering study conducted by the Transmission Provider (in
coordination with the affected Transmission Owner(s)) to: (1) determine the required
modifications to the Transmission Provider’s Transmission System necessary to implement the
conclusions of the System Impact Study; and (2) complete any additional studies or analyses
documented in the System Impact Study or required by PJM Manuals, and determine the
required modifications to the Transmission Provider’s Transmission System based on the
conclusions of such additional studies. The Facilities Study shall include the cost and scheduled
completion date for such modifications, that will be required to provide the requested
transmission service or to accommodate a New Service Request. As used in the Interconnection
Service Agreement or Construction Service Agreement, Facilities Study shall mean that certain
Facilities Study conducted by Transmission Provider (or at its direction) to determine the design
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and specification of the Customer Funded Upgrades necessary to accommodate the New Service
Customer’s New Service Request in accordance with Tariff, Part VI, section 207.

Fast-Start Resource:

“Fast-Start Resource” shall have the meaning set forth in Tariff, Attachment K-Appendix,
section 2.2A

Federal Power Act:
“Federal Power Act” shall mean the Federal Power Act, as amended, 16 U.S.C. §§ 791a, et seq.
FERC or Commission:

“FERC” or “Commission” shall mean the Federal Energy Regulatory Commission or any
successor federal agency, commission or department exercising jurisdiction over the Tariff,
Operating Agreement and Reliability Assurance Agreement.

FERC Market Rules:

“FERC Market Rules” mean the market behavior rules and the prohibition against electric
energy market manipulation codified by the Commission in its Rules and Regulations at 18 CFR
§§ Ic.2 and 35.37, respectively; the Commission-approved PJM Market Rules and any related
proscriptions or any successor rules that the Commission from time to time may issue, approve
or otherwise establish.

Final Offer:

“Final Offer” shall mean the offer on which a resource was dispatched by the Office of the
Interconnection for a particular clock hour for the Operating Day.

Final RTO Unforced Capacity Obligation:

“Final RTO Unforced Capacity Obligation” shall mean the capacity obligation for the PJIM
Region, determined in accordance with RAA, Schedule 8.

Financial Close:

“Financial Close” shall mean the Capacity Market Seller has demonstrated that the Capacity
Market Seller or its agent has completed the act of executing the material contracts and/or other
documents necessary to (1) authorize construction of the project and (2) establish the necessary
funding for the project under the control of an independent third-party entity. A sworn, notarized
certification of an independent engineer certifying to such facts, and that the engineer has
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be
sufficient to make such demonstration. For resources that do not have external financing,
Financial Close shall mean the project has full funding available, and that the project has been
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duly authorized to proceed with full construction of the material portions of the project by the
appropriate governing body of the company funding such project. A sworn, notarized
certification by an officer of such company certifying to such facts, and that the officer has
personal knowledge of, or has engaged in a diligent inquiry to determine, such facts, shall be
sufficient to make such demonstration.

Financial Default:

“Financial Default” shall mean (a) the failure of a Member or Transmission Customer to make
any payment for obligations under the Agreements when due, including but not limited to an
invoice payment that has not been cured or remedied after notice has been given and any cure
period has elapsed, (b) a bankruptcy proceeding filed by a Member, Transmission Customer or
its Guarantor, or filed against a Member, Transmission Customer or its Guarantor and to which
the Member, Transmission Customer or Guarantor, as applicable, acquiesces or that is not
dismissed within 60 days, (c) a Member, Transmission Customer or its Guarantor, if any, is
unable to meet its financial obligations as they become due, or (d) a Merger Without Assumption
occurs in respect of the Member, Transmission Customer or any Guarantor of such Member or
Transmission Customer.

Financial Transmission Right:

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2 and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2.

Financial Transmission Right Obligation:

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the
parallel provisions of Tariff, Attachment K-Appendix, section 5.2.2(b).

Financial Transmission Right Option:

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2(c).

Firm Point-To-Point Transmission Service:

“Firm Point-To-Point Transmission Service” shall mean Transmission Service under the Tariff,
Part II, section 13 that is reserved and/or scheduled between specified Points of Receipt and

Delivery pursuant to Tariff, Part II.

Firm Transmission Feasibility Study:
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“Firm Transmission Feasibility Study” shall mean a study conducted by the Transmission
Provider in accordance with Tariff, Part II, section 19.3 and Tariff, Part III, section 32.3.

Firm Transmission Withdrawal Rights:

“Firm Transmission Withdrawal Rights” shall mean the rights to schedule energy and capacity
withdrawals from a Point of Interconnection of a Merchant Transmission Facility with the
Transmission System. Firm Transmission Withdrawal Rights may be awarded only to a
Merchant D.C. Transmission Facility that connects the Transmission System with another
control area. Withdrawals scheduled using Firm Transmission Withdrawal Rights have rights
similar to those under Firm Point-to-Point Transmission Service.

First Incremental Auction:

“First Incremental Auction” shall mean an Incremental Auction conducted 20 months prior to the
start of the Delivery Year to which it relates.

Flexible Resource:

“Flexible Resource” shall mean a generating resource that must have a combined Start-up Time
and Notification Time of less than or equal to two hours; and a Minimum Run Time of less than
or equal to two hours.

Forecast Pool Requirement:

“Forecast Pool Requirement” shall have the meaning specified in the Reliability Assurance
Agreement.

Foreign Guaranty:

“Foreign Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant
that is domiciled in a foreign country, and meets all of the provisions of Tariff, Attachment Q.

Form 715 Planning Criteria:

“Form 715 Planning Criteria” shall have the same meaning provided in the Operating
Agreement.

Forward Daily Natural Gas Prices:

“Forward Daily Natural Gas Prices” shall have the meaning provided in Tariff, Attachment DD,
section 5.10(a)(v-1)(E).

Forward Hourly Ancillary Services Prices:

“Forward Hourly Ancillary Services Prices” shall have the meaning provided in Tariff,
Attachment DD, section 5.10(a)(v-1)(D).
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Forward Hourly LMPs:

“Forward Hourly LMPs” shall have the meaning provided in Tariff, Attachment DD, section
5.10(a)(v-1)(C).

FTR Credit Limit:

“FTR Credit Limit” shall mean the amount of credit established with PJMSettlement that an FTR
Participant has specifically designated to be used for FTR activity in a specific customer account.
Any such credit so set aside shall not be considered available to satisfy any other credit
requirement the FTR Participant may have with PIMSettlement.

FTR Credit Requirement:

“FTR Credit Requirement” shall mean the amount of credit that a Participant must provide in
order to support the FTR positions that it holds and/or for which it is bidding. The FTR Credit
Requirement shall not include months for which the invoicing has already been completed,
provided that PJMSettlement shall have up to two Business Days following the date of the
invoice completion to make such adjustments in its credit systems. FTR Credit Requirements
are calculated and applied separately for each separate customer account.

FTR Flow Undiversified:

“FTR Flow Undiversified” shall have the meaning established in Tariff, Attachment Q, section
VI.C.6.

FTR Historical Value:

For each FTR for each month, “FTR Historical Value” shall mean the weighted average of
historical values over three years for the FTR path using the following weightings: 50% - most
recent year; 30% - second year; 20% - third year.

FTR Holder:

“FTR Holder” shall mean the PIM Member that has acquired and possesses an FTR.

FTR Monthly Credit Requirement Contribution:

For each FTR, for each month, ”FTR Monthly Credit Requirement Contribution” shall mean the
total FTR cost for the month, prorated on a daily basis, less the FTR Historical Value for the
month. For cleared FTRs, this contribution may be negative; prior to clearing, FTRs with

negative contribution shall be deemed to have zero contribution.

FTR Net Activity:
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“FTR Net Activity” shall mean the aggregate net value of the billing line items for auction
revenue rights credits, FTR auction charges, FTR auction credits, and FTR congestion credits,
and shall also include day-ahead and balancing/real-time congestion charges up to a maximum
net value of the sum of the foregoing auction revenue rights credits, FTR auction charges, FTR
auction credits and FTR congestion credits.

FTR Participant:

“FTR Participant” shall mean any Market Participant that provides or is required to provide
Collateral in order to participate in PJM’s FTR market.

FTR Portfolio Auction Value:

“FTR Portfolio Auction Value” shall mean for each customer account of a Market Participant,
the sum, calculated on a monthly basis, across all FTRs, of the FTR price times the FTR volume
in MW,

Fuel Cost Policy:

“Fuel Cost Policy” shall mean the document provided by a Market Seller to PJM and the Market
Monitoring Unit in accordance with PJM Manual 15 and Operating Agreement, Schedule 2,
which documents the Market Seller’s method used to price fuel for calculation of the Market
Seller’s cost-based offers for a generation resource.

Full Notice to Proceed:

“Full Notice to Proceed” shall mean that all material third party contractors have been given the

notice to proceed with construction by the Capacity Market Seller or its agent, with a guaranteed
completion date backed by liquidated damages.
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Definitions - O - P - Q
Obligation:

“Obligation” shall mean all amounts owed to PJMSettlement for purchases from the PJM
Markets, Transmission Service, (under both Tariff, Part IT and Tariff, Part III), and other services
or obligations pursuant to the Agreements. In addition, aggregate amounts that will be owed to
PJMSettlement in the future for capacity purchases within the PJM capacity markets will be
added to this figure. Should other markets be formed such that Participants may incur future
Obligations in those markets, then the aggregate amount of those Obligations will also be added
to the Net Obligation.

Offer Data:

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

Office of the Interconnection:

“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection,
L.L.C. subject to the supervision and oversight of the PJM Board, acting pursuant to the
Operating Agreement.

Office of the Interconnection Control Center:

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

On-Site Generators:

“On-Site Generators” shall mean generation facilities or portions of a generation facility
(including Behind The Meter Generation) that (i) are not Generation Capacity Resources, (ii) are
not injecting into the grid for the portion of a generation facility that participates as a Demand
Resource or as an Economic Load Response Participant unless permitted as an Economic Load
Response Regulation Only Participant, (iii) are either synchronized or non-synchronized to the
Transmission System, and (iv) can be used to reduce demand for the purpose of participating in
the PJM Interchange Energy Market.

Open Access Same-Time Information System (OASIS) or PJM Open Access Same-Time
Information System:
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“Open Access Same-Time Information System,” “PJM Open Access Same-Time Information
System” or “OASIS” shall mean the electronic communication and information system and
standards of conduct contained in Part 37 and Part 38 of the Commission’s regulations and all
additional requirements implemented by subsequent Commission orders dealing with OASIS for
the collection and dissemination of information about transmission services in the PJM Region,
established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

Open-Loop Hybrid Resource:

“Open-Loop Hybrid Resource” shall mean a Hybrid Resource with a storage component that
operates by charging its storage component from the grid.

Operating Agreement of the PJM Interconnection, L.L.C., Operating Agreement or PJM
Operating Agreement:

“Operating Agreement of the PJM Interconnection, L.L.C.,” “Operating Agreement” or “PJM
Operating Agreement” shall mean the Amended and Restated Operating Agreement of PJIM
Interconnection, L.L.C. dated as of April 1, 1997 and as amended and restated as of June 2,

1997, including all Schedules, Exhibits, Appendices, addenda or supplements hereto, as amended
from time to time thereafter, among the Members of the PJM Interconnection, L.L.C., on file
with the Commission.

Operating Day:

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

Operating Margin:

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

Operating Margin Customer:

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

Operating Reserve Demand Curve:

“Operating Reserve Demand Curve” shall mean a curve with prices on the y-axis and megawatts
on the x-axis, which defines the relationship between each incremental megawatt of reserves that

Page 16



can be used to meet a given reserve requirement.
Operationally Deliverable:

“Operationally Deliverable” shall mean, as determined by the Office of the Interconnection, that
there are no operational conditions, arrangements or limitations experienced or required that
threaten, impair or degrade effectuation or maintenance of deliverability of capacity or energy
from the external Generation Capacity Resource to loads in the PJM Region in a manner
comparable to the deliverability of capacity or energy to such loads from Generation Capacity
Resources located inside the metered boundaries of the PJM Region, including, without
limitation, an identified need by an external Balancing Authority Area for a remedial action
scheme or manual generation trip protocol, transmission facility switching arrangements that
would have the effect of radializing load, or excessive or unacceptable frequency of regional
reliability limit violations or (outside an interregional agreed congestion management process) of
local reliability dispatch instructions and commitments.

Opportunity Cost:

“Opportunity Cost” shall mean a component of the Market Seller Offer Cap calculated in
accordance with Tariff, Attachment DD, section 6.

OPSI Advisory Committee:

“OPSI Advisory Committee” shall mean the committee established under Tariff, Attachment M,
section I11.G.

Option to Build:

“Option to Build” shall mean the option of the New Service Customer to build certain Customer-
Funded Upgrades, as set forth in, and subject to the terms of, the Construction Service
Agreement.

Optional Interconnection Study:

“Optional Interconnection Study” shall mean a sensitivity analysis of an Interconnection Request
based on assumptions specified by the Interconnection Customer in the Optional Interconnection
Study Agreement.

Optional Interconnection Study Agreement:

“Optional Interconnection Study Agreement” shall mean the form of agreement for preparation
of an Optional Interconnection Study, as set forth in Tariff, Attachment N-3.

Part1:
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“Part I’ shall mean the Tariff Definitions and Common Service Provisions contained in Tariff,
Part I, sections 1 through 12A.

Part I1:

“Part II”” shall mean Tariff, Part II, sections 13 through 27A pertaining to Point-To-Point
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff,
Part I and appropriate Schedules and Attachments.

Part I11:

“Part III”” shall mean Tariff, Part III, sections 28 through 35 pertaining to Network Integration
Transmission Service in conjunction with the applicable Common Service Provisions of Tariff,
Part I and appropriate Schedules and Attachments.

Part1IV:

“Part IV” shall mean Tariff, Part IV, sections 36 through 112C pertaining to generation or
merchant transmission interconnection to the Transmission System in conjunction with the
applicable Common Service Provisions of Tariff, Part I and appropriate Schedules and
Attachments.

Part V:

“Part V” shall mean Tariff, Part V, sections 113 through 122 pertaining to the deactivation of
generating units in conjunction with the applicable Common Service Provisions of Tariff, Part I
and appropriate Schedules and Attachments.

Part VI:

“Part VI” shall mean Tariff, Part VI, sections 200 through 237 pertaining to the queuing, study,
and agreements relating to New Service Requests, and the rights associated with Customer-
Funded Upgrades in conjunction with the applicable Common Service Provisions of Tariff, Part I
and appropriate Schedules and Attachments.

Participant:

“Participant” shall mean a Market Participant and/or Transmission Customer and/or Applicant
requesting to be an active Market Participant and/or Transmission Customer.

Parties:
“Parties” shall mean the Transmission Provider, as administrator of the Tariff, and the

Transmission Customer receiving service under the Tariff. PJMSettlement shall be the
Counterparty to Transmission Customers.
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Peak-Hour Dispatch:

“Peak-Hour Dispatch” shall mean, for purposes of calculating the Energy and Ancillary Services
Revenue Offset under Tariff, Attachment DD, section 5, an assumption, as more fully set forth in
the PJM Manuals, that the Reference Resource is committed in the Day-ahead Energy Market in
four distinct blocks of four hours of continuous output for each block from the peak-hour period
beginning with the hour ending 0800 EPT through to the hour ending 2300 EPT for any day
when the average day-ahead LMP for the area for which the Net Cost of New Entry is being
determined is greater than, or equal to, the cost to generate (including the cost for a complete
start and shutdown cycle), plus 10% of such costs only for the 2022/2023 Delivery Year, for at
least two hours during each four-hour block, where such blocks shall be assumed to be
committed independently; provided that, if there are not at least two economic hours in any given
four-hour block, then the Reference Resource shall be assumed not to be committed for such
block; and to the extent not committed in any such block in the Day-ahead Energy Market under
the above conditions based on Day-Ahead LMPs, is dispatched in the Real-time Energy Market
for such block if the Real-Time LMP is greater than or equal to the cost to generate, plus 10% of
such costs only for the 2022/2023 Delivery Year, under the same conditions as described above
for the Day-ahead Energy Market.

Peak Market Activity:

“Peak Market Activity” shall mean a measure of exposure for which credit is required, calculated
in accordance with Tariff, Attachment Q, section VIL.A.

Peak Market Activity Shortfall:

“Peak Market Activity Shortfall” shall mean, for any given week, the amount by which a
Participant’s current Peak Market Activity exceeds such Participant’s Peak Market Activity
credit requirement from the prior week.

Peak Market Activity Surplus:

“Peak Market Activity Surplus” shall mean, for any given week, the amount by which a
Participant’s Peak Market Activity credit requirement from the prior week exceeds such
Participant’s current Peak Market Activity.

Peak Season:

“Peak Season” shall mean the weeks containing the 24th through 36th Wednesdays of the
calendar year. Each such week shall begin on a Monday and end on the following Sunday,
except for the week containing the 36th Wednesday, which shall end on the following Friday.

Percentage Internal Resources Required:

“Percentage Internal Resources Required” shall have the meaning specified in the Reliability
Assurance Agreement.
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Performance Assessment Interval:

“Performance Assessment Interval” shall mean each Real-time Settlement Interval for which an
Emergency Action has been declared by the Office of the Interconnection, provided, however,
that Performance Assessment Intervals for a Base Capacity Resource shall not include any
intervals outside the calendar months of June through September.

Permissible Technological Advancement:

“Permissible Technological Advancement” shall mean a proposed technological change such as
an advancement to turbines, inverters, plant supervisory controls or other similar advancements
to the technology proposed in the Interconnection Request that is submitted to the Transmission
Provider no later than the return of an executed Facilities Study Agreement (or, if a Facilities
Study is not required, prior to the return of an executed Interconnection Service Agreement).
Provided such change may not: (i) increase the capability of the Generating Facility as specified
in the original Interconnection Request; (ii) represent a different fuel type from the original
Interconnection Request; or (iii) cause any material adverse impact(s) on the Transmission
System with regard to short circuit capability limits, steady-state thermal and voltage limits, or
dynamic system stability and response. If the proposed technological advancement is a
Permissible Technological Advancement, no additional study will be necessary and the proposed
technological advancement will not be considered a Material Modification.

PJM:

“PJM” shall mean PJM Interconnection, L.L.C., including the Office of the Interconnection as
referenced in the PJM Operating Agreement. When such term is being used in the RAA it shall
also include the PJM Board.

PJM Administrative Service:

“PJM Administrative Service” shall mean the services provided by PJM pursuant to Tariff,
Schedule 9.

PJM Board:

“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to the Operating
Agreement except when such term is being used in Tariff, Attachment M, in which case PJIM
Board shall mean the Board of Managers of PJM or its designated representative, exclusive of
any members of PJM Management.

PJM Control Area:

“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control Area.

PJM Entities:
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“PJM Entities” shall mean PJM, including the Market Monitoring Unit, the PJM Board, and PJM’s
officers, employees, representatives, advisors, contractors, and consultants.

PJM Interchange:

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

PJM Interchange Energy Market:

“PJM Interchange Energy Market” shall mean the regional competitive market administered by
the Office of the Interconnection for the purchase and sale of spot electric energy at wholesale in
interstate commerce and related services established pursuant to Operating Agreement, Schedule
1, and the parallel provisions of Tariff, Attachment K — Appendix.

PJM Interchange Export:

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

PJM Interchange Import:

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

PJM Liaison:

“PJM Liaison” shall mean the liaison established under Tariff, Attachment M, section IIL.I.
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PJM Management:

“PJM Management” shall mean the officers, executives, supervisors and employee managers of
PIM.

PJM Manuals:

“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the
Office of the Interconnection for the operation, planning, and accounting requirements of the
PJM Region and the PJM Interchange Energy Market.

PJM Markets:

“PJM Markets” shall mean the PJM Interchange Energy Market, capacity markets, including the
RPM auctions, and any other market operated by PJM, together with all bilateral or other wholesale
electric power and energy transactions, capacity transactions, ancillary services transactions
(including black start service), transmission transactions, Financial Transmission Rights
transactions, or transactions in any other market operated under the Agreements within the PJIM
Region, wherein Market Participants may incur Obligations to PJM and/or PJMSettlement.

PJM Market Rules:

“PJM Market Rules” shall mean the rules, standards, procedures, and practices of the PJM
Markets set forth in the PJM Tariff, the PIM Operating Agreement, the PJM Reliability
Assurance Agreement, the PIM Consolidated Transmission Owners Agreement, the PIM
Manuals, the PJM Regional Practices Document, the PIM-Midwest Independent Transmission
System Operator Joint Operating Agreement or any other document setting forth market rules.

PJM Net Assets:

“PJM Net Assets” shall mean the total assets per PJM’s consolidated quarterly or year-end
financial statements most recently issued as of the date of the receipt of written notice of a claim
less amounts for which PJM is acting as a temporary custodian on behalf of its Members,
transmission developers/Designated Entities, and generation developers, including, but not
limited to, cash deposits related to credit requirement compliance, study and/or interconnection
receivables, member prepayments, invoiced amounts collected from Net Buyers but have not yet
been paid to Net Sellers, and excess congestion (as described in Operating Agreement, Schedule
1, section 5.2.6, and the parallel provisions of Tariff, Attachment K-Appendix, section 5.2.6).

PJM Region:
“PJM Region” shall have the meaning specified in the Operating Agreement.

PJM Regional Practices Document:
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“PJM Regional Practices Document” shall mean the document of that title that compiles and
describes the practices in the PJM Markets and that is made available in hard copy and on the
Internet.

PJM Region Installed Reserve Margin:

“PJM Region Installed Reserve Margin” shall mean the percent installed reserve margin for the
PJM Region required pursuant to RAA, Schedule 4.1, as approved by the PJM Board.

PJM Region Peak Load Forecast:

“PJM Region Peak Load Forecast” shall mean the peak load forecast used by the Office of the
Interconnection in determining the PJM Region Reliability Requirement, and shall be determined
on both a preliminary and final basis as set forth in Tariff, Attachment DD, section 5.

PJM Region Reliability Requirement:

“PJM Region Reliability Requirement” shall mean, for purposes of the Base Residual Auction,
the Forecast Pool Requirement multiplied by the Preliminary PJM Region Peak Load Forecast,
less the sum of all Preliminary Unforced Capacity Obligations of FRR Entities in the PJM
Region; and, for purposes of the Incremental Auctions, the Forecast Pool Requirement
multiplied by the updated PJM Region Peak Load Forecast, less the sum of all updated Unforced
Capacity Obligations of FRR Entities in the PJM Region.

PJMSettlement:

“PJM Settlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor),
established by PJM as set forth in Operaitng Agreement, section 3.3.

PJM Tariff, Tariff, O.A.T.T., OATT or PJM Open Access Transmission Tariff:

“PJM Tariff,” “Tariff,” “O.A.T.T.,” “OATT,” or “PJM Open Access Transmission Tariff” shall
mean that certain PJM Open Access Transmission Tariff, including any schedules, appendices or
exhibits attached thereto, on file with FERC and as amended from time to time thereafter.

Plan:

“Plan” shall mean the PJM market monitoring plan set forth in Tariff, Attachment M.

Planned Demand Resource:

“Planned Demand Resource” shall have the meaning specified in the Reliability Assurance
Agreement.

Planned External Generation Capacity Resource:
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“Planned External Generation Capacity Resource” shall have the meaning specified in the
Reliability Assurance Agreement.

Planned Generation Capacity Resource:

“Planned Generation Capacity Resource” shall have the meaning specified in the Reliability
Assurance Agreement.

Planning Period:

“Planning Period” shall mean the 12 moths beginning June 1 and extending through May 31 of
the following year, or such other period approved by the Members Committee.

Planning Period Balance:

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

Planning Period Quarter:

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

Point(s) of Delivery:

“Point(s) of Delivery” shall mean the point(s) on the Transmission Provider’s Transmission
System where capacity and energy transmitted by the Transmission Provider will be made
available to the Receiving Party under Tariff, Part II. The Point(s) of Delivery shall be specified
in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service.

Point of Interconnection:

“Point of Interconnection” shall mean the point or points where the Customer Interconnection
Facilities interconnect with the Transmission Owner Interconnection Facilities or the
Transmission System.

Point(s) of Receipt:

“Point(s) of Receipt” shall mean point(s) of interconnection on the Transmission Provider’s
Transmission System where capacity and energy will be made available to the Transmission
Provider by the Delivering Party under Tariff, Part II. The Point(s) of Receipt shall be specified

in the Service Agreement for Long-Term Firm Point-To-Point Transmission Service.

Point-To-Point Transmission Service:

Page 24



“Point-To-Point Transmission Service shall mean the reservation and transmission of capacity
and energy on either a firm or non-firm basis from the Point(s) of Receipt to the Point(s) of
Delivery under Tariff, Part II.

Power Purchaser:

“Power Purchaser” shall mean the entity that is purchasing the capacity and energy to be
transmitted under the Tariff.

PRD Curve:

“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement.
PRD Provider:

“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement.
PRD Reservation Price:

“PRD Reservation” Price shall have the meaning provided in the Reliability Assurance
Agreement.

PRD Substation:
“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement.
Pre-Confirmed Application:

“Pre-Confirmed Application” shall be an Application that commits the Eligible Customer to
execute a Service Agreement upon receipt of notification that the Transmission Provider can
provide the requested Transmission Service.

Pre-Emergency Load Response Program:

“Pre-Emergency Load Response Program™ shall be the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when
dispatched by PJM during pre-emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.

Pre-Expansion PJM Zones:

“Pre-Expansion PJM Zones” shall be zones included in the Tariff, along with applicable
Schedules and Attachments, for certain Transmission Owners — Atlantic City Electric Company,
Baltimore Gas and Electric Company, Delmarva Power and Light Company, Jersey Central
Power and Light Company, Mid-Atlantic Interstate Transmission, LLC (“MAIT”’) (MAIT owns
and operates the transmission facilities in the Metropolitan Edison Company Zone and the
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Pennsylvania Electric Company Zone), PECO Energy Company, Pennsylvania Power & Light
Group, Potomac Electric Power Company, Public Service Electric and Gas Company, Allegheny
Power, and Rockland Electric Company.

Price Responsive Demand:

“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance
Agreement.

Primary Reserve:

“Primary Reserve” shall mean the total reserve capability of generation resources that can be
converted fully into energy or Economic Load Response Participant resources whose demand
can be reduced within ten minutes of a request from the Office of the Interconnection dispatcher,
and is comprised of both Synchronized Reserve and Non-Synchronized Reserve.

Primary Reserve Alert

“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated
shortage of Operating Reserve capacity for a future critical period.

Primary Reserve Requirement:

“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a
Reserve Zone or Reserve Sub-zone as Primary Reserve absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Primary Reserve
Requirement is calculated in accordance with the PJM Manuals. The requirement can be
satisfied by any combination of Synchronized Reserve or Non-Synchronized Reserve resources.

Principal:

“Principal” shall mean (i) all natural persons who Control Corporate Level Strategy for the
Participant, which shall include a chief executive officer, managing member (or equivalent
positions regardless of title) and members of a board of directors or board of managers; (i) the
chief legal officer or general counsel (or equivalent position regardless of title); (iii) the natural
person who Controls the financial affairs and investments of the Participant, which shall include
a chief financial officer (or equivalent position regardless of title); (iv) the natural person who
Controls the Participant’s management of commodity and derivatives market risks, which shall
include a chief risk officer (or equivalent position regardless of title); (v) the natural person who
Controls the Participant’s transactions in the applicable PJM Markets (regardless of title); and
(vi) all Beneficial Owners.

“Control,” as that term is used in this definition, refers to possession of the power to direct the
management or policies of an entity.
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“Corporate Level Strategy,” as that term is used in this definition, refers to the highest-level
strategy of an entity, focused on the entity’s overall direction rather than the day-to-day
operations of the entity.

“Beneficial Owner,” as that term is used in this definition, means a natural person who, directly
or indirectly, alone or together with such person’s Family Members, owns, controls, or holds
with power to vote 10 percent or more of the outstanding securities of the Participant.

“Family Member,” as that term is used in this definition of “Beneficial Owner,” means a spouse,
domestic partner, parent, child, or sibling.

For purposes of trusts with, directly or indirectly, 10 percent or more of the outstanding
securities of the Participant as described above, the following are Beneficial Owners: (a) a
natural person trustee; (b) a natural person with the authority to dispose of the trust assets; (c) a
natural person grantor or settlor who has the right to revoke the trust or otherwise withdraw the
assets of the trust; and (d) a natural person beneficiary who is the sole permissible recipient of
income and principal from the trust or has the right to demand a distribution of or withdraw
substantially all of the assets from the trust.

If, due to the Participant’s business enterprise, structure or otherwise, a function described in
clauses (i) through (v) above is performed by a natural person or entity separate from the
Participant (such as a risk management department in an affiliate, or a director or manager at an
entity that controls or invests in the Participant), then for that Participant the term Principal shall
mean that natural person, or the senior officer or manager of that entity, that performs such
function.

Prior CIL Exception External Resource:

“Prior CIL Exception External Resource” shall mean an external Generation Capacity Resource
for which (1) a Capacity Market Seller had, prior to May 9, 2017, cleared a Sell Offer in an RPM
Auction under the exception provided to the definition of Capacity Import Limit as set forth in
RAA, Article I or (2) an FRR Entity committed, prior to May 9, 2017, in an FRR Capacity Plan
under the exception provided in the definition of Capacity Import Limit. In the event only a
portion (in MW) of an external Generation Capacity Resource has a Pseudo-Tie into the PJIM
Region, that portion of the external Generation Capacity Resource, which can include up to the
maximum megawatt amount cleared in any prior RPM auction or committed in an FRR Capacity
Plan (and no other portion thereof) is eligible for treatment as a Prior CIL Exception External
Resource if such portion satisfies the requirements of the first sentence of this definition.

Project Financing:

“Project Financing” shall mean: (a) one or more loans, leases, equity and/or debt financings,
together with all modifications, renewals, supplements, substitutions and replacements thereof,
the proceeds of which are used to finance or refinance the costs of the Customer Facility, any
alteration, expansion or improvement to the Customer Facility, the purchase and sale of the
Customer Facility or the operation of the Customer Facility; (b) a power purchase agreement
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pursuant to which Interconnection Customer’s obligations are secured by a mortgage or other
lien on the Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility.

Project Finance Entity:

“Project Finance Entity” shall mean: (a) a holder, trustee or agent for holders, of any component
of Project Financing; or (b) any purchaser of capacity and/or energy produced by the Customer
Facility to which Interconnection Customer has granted a mortgage or other lien as security for
some or all of Interconnection Customer’s obligations under the corresponding power purchase
agreement.

Projected EAS Dispatch:

“Projected EAS Dispatch” shall mean, for purposes of calculating the Net Energy and Ancillary
Services Revenue Offset, a simulated dispatch with the objective of committing and dispatching
a resource for the purpose of maximizing its net revenues. The calculation shall take inputs
including Forward Hourly LMPs, Forward Hourly Ancillary Service Prices, and Forward Daily
Natural Gas Prices or forecasted fuel prices, as applicable, in addition to the operating
parameters and costs of the specific resource, including the cost emission allowances. Using
operating parameters, forward or forecasted fuel prices, as applicable and other cost pricing
inputs, a composite, cost-based energy offer is created for the resource such that its commitment
and dispatch is co-optimized between energy and ancillary services in the Day-Ahead Energy
Market and then the Real-Time Energy Market considering the electricity and ancillary service
price inputs. In the Real-Time Energy Market co-optimization, the resource is assumed to be
operating in the hours it was scheduled in the Day-Ahead Energy Market but is dispatched
according to the real-time price inputs. In the hours where the resource was not committed in the
Day-Ahead Market, the resource may be committed and dispatched in real-time only subject to
the real-time electricity and ancillary service price inputs and the resource’s offer and operating
parameters. For combustion turbine units only, the cost-based energy offer will include a 10
percent adder only for the 2022/2023 Delivery Year.

Projected PJM Market Revenues:

“Projected PJM Market Revenues” shall mean a component of the Market Seller Offer Cap
calculated in accordance with Tariff, Attachment DD, section 6.

Proportional Multi-Driver Project:

“Proportional Multi-Driver Project” shall have the same meaning provided in the Operating
Agreement.

Provisional Interconnection Service:
“Provisional Interconnection Service” shall mean interconnection service provided by

Transmission Provider associated with interconnecting the Interconnection Customer’s Generating
Facility to Transmission Provider’s Transmission System and enabling that Transmission System
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to receive electric energy and capacity from the Generating Facility at the Point of Interconnection,
pursuant to the terms of the Interconnection Service Agreement and, if applicable, the Tariff.

Pseudo-Tie:

“Pseudo-Tie” shall have the same meaning provided in the Operating Agreement.

Public Policy Objectives:

“Public Policy Objectives” shall have the same meaning provided in the Operating Agreement.
Public Policy Requirements:

“Public Policy Requirements” shall have the same meaning provided in the Operating
Agreement.

Qualifying Transmission Upgrade:

“Qualifying Transmission Upgrade” shall mean a proposed enhancement or addition to the
Transmission System that: (a) will increase the Capacity Emergency Transfer Limit into an LDA
by a megawatt quantity certified by the Office of the Interconnection; (b) the Office of the
Interconnection has determined will be in service on or before the commencement of the first
Delivery Year for which such upgrade is the subject of a Sell Offer in the Base Residual
Auction; (c) is the subject of a Facilities Study Agreement executed before the conduct of the
Base Residual Auction for such Delivery Year and (d) a New Service Customer is obligated to
fund through a rate or charge specific to such facility or upgrade.

Queue Position:

“Queue Position” shall mean the priority assigned to an Interconnection Request, a Completed
Application, or an Upgrade Request pursuant to applicable provisions of Tariff, Part VI.
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1.5A Economic Load Response Participant.

As used in this section 1.5A, the term “end-use customer” refers to an individual location or
aggregation of locations that consume electricity as identified by a unique electric distribution
company account number.

1.5A.1 Qualification.

A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment
Service Provider that has the ability to cause a reduction in demand as metered on an electric
distribution company account basis (or for non-interval metered residential Direct Load Control
customers, as metered on a statistical sample of electric distribution company accounts utilizing
current data, as described in the PJM Manuals) or has an On-Site Generator that enables demand
reduction may become an Economic Load Response Participant by complying with the
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other
applicable federal, state and local regulatory entities together with this section 1.5A including,
but not limited to, section 1.5A.3 below. A Member or Special Member may aggregate multiple
individual end-use customer sites to qualify as an Economic Load Response Participant, subject
to the requirements of section 1.5A.10 below.

1.5A.2 Special Member.

Entities that are not Members and desire to participate solely in the Real-time Energy Market by
reducing demand may become a Special Member by paying an annual membership fee of $500
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed
$5,000 in a calendar year. For entities that become Special Members pursuant to this section, the
following obligations are waived: (i) the $1,500 membership application fee set forth in
Operating Agreement, Schedule 1, section 1.4.3 and the parallel provisions of Tariff, Attachment
K-Appendix, section 1.4.3; (ii) liability under Operating Agreement, section15.2 for Member
defaults; (iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control
center coverage. In addition, such Members shall not have voting privileges in committees or
sector designations, and shall not be permitted to form user groups. On January 1 of a calendar
year, a Special Member under this section, at its sole election, may become a Member rather than
a Special Member subject to all rules governing being a Member, including regular application
and membership fee requirements.

1.5A.3 Registration.

1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services
Market, Economic Load Response Participants must complete either the Economic Load
Response or Economic Load Response Regulation Only Registration Form posted on the Office
of the Interconnection’s website and submit such form to the Office of the Interconnection for
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set
forth in the PJM Manuals. The Curtailment Service Provide shall not include Critical Natural
Gas Infrastructure end-use customers in the registration. Notwithstanding the below sub-
provisions, Economic Load Response Regulation Only registrations and Economic Load
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Response residential customer registrations not participating in the Day-ahead Energy Market
will not require the identification of the relevant Load Serving Entity, nor will such relevant
Load Serving Entity be notified of such registration or requested to verify such registration. All
other below sub-provisions apply equally to Economic Load Response Regulation Only
registrations, and Economic Load Response residential customer registrations not participating in
the Day-ahead Energy Market, as well as Economic Load Response registrations.

a.

For end-use customers of an electric distribution company that distributed more

than 4 million MWHh in the previous fiscal year:

ii.

After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is subject to another contractual obligation or to laws or regulations of
the Relevant Electric Retail Regulatory Authority that prohibit or condition the
end-use customer’s participation in PIM’s Economic Load Response Program.
The relevant electric distribution company or Load Serving Entity shall have ten
Business Days to respond. A relevant electric distribution company or Load
Serving Entity which seeks to assert that the laws or regulations of the Relevant
Electric Retail Regulatory Authority prohibit or condition (which condition the
electric distribution company or Load Serving Entity asserts has not been
satisfied) the end-use customer's participation in PJM’s Economic Load Response
program shall provide to PJM, within the referenced ten Business Day review
period, either: (a) an order, resolution or ordinance of the Relevant Electric Retail
Regulatory Authority prohibiting or conditioning the end-use customer's
participation, (b) an opinion of the Relevant Electric Retail Regulatory
Authority’s legal counsel attesting to the existence of a regulation or law
prohibiting or conditioning the end-use customer's participation, or (¢) 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.

In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall assume that the load to be reduced is not
subject to other contractual obligations or to laws or regulations of the Relevant
Electric Retail Regulatory Authority that prohibit or condition the end-use
customer’s participation in PJM’s Economic Load Response Program, and the
Office of the Interconnection shall accept the registration, provided it meets the
requirements of this section 1.5A and is not an Economic Load Response
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Regulation Only registration that will inject power onto the distribution system
and in accordance with the Manuals.

b. For end-use customers of an electric distribution company that distributed 4
million MWh or less in the previous fiscal year:

1. After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is permitted to participate in PIM’s Economic Load Response
Program. The relevant electric distribution company or Load Serving Entity shall
have ten Business Days to respond. If the relevant electric distribution company
or Load Serving Entity verifies that the load that may be reduced is permitted or
conditionally permitted (which condition the electric distribution company or
Load Serving Entity asserts has been satisfied) to participate in the Economic
Load Response Program, then the electric distribution company or the Load
Serving Entity must provide to the Office of the Interconnection within the
referenced ten Business Day review period evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic
Load Response Participant to participate in the Economic Load Response
Program. Evidence from the Relevant Electric Retail Regulatory Authority
permitting the Economic Load Response Participant to participate in the
Economic Load Response Program shall be in the form of either: (a) an order,
resolution or ordinance of the Relevant Electric Retail Regulatory Authority
permitting or conditionally permitting the end-use customer's participation, (b) an
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation, or (c) an opinion of the state
Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority,
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation.

il. In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall reject the registration. If it is able to do so in
compliance with this section 1.5A, including this subsection 1.5A.3, the
Economic Load Response Participant may submit a new registration for
consideration if a prior registration has been rejected pursuant to this subsection.

2. In the event that the end-use customer is subject to another contractual obligation, special
settlement terms may be employed to accommodate such contractual obligation. The Office of
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the Interconnection shall notify the end-use customer or appropriate Curtailment Service
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic
Load Response Participant has or has not met the requirements of this section 1.5A. An end-use
customer that desires not to be simultaneously registered to reduce demand under the Emergency
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
day advance notice to the Office of the Interconnection, may switch its registration for reducing
demand, if it has been registered to reduce load for 15 consecutive days under its current
registration.

1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009

1. For end-use customers of an electric distribution company that distributed more than 4
million MWh in the previous fiscal year:

a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC 4 61,059
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority
law or regulation prohibiting or conditioning (which condition the electric distribution company
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be
deemed to be terminated upon an electric distribution company or Load Serving Entity
submitting to the Office of the Interconnection either: (a) an order, resolution or ordinance of the
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law prohibiting or conditioning the end-use
customer’s participation, or (¢) 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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM
Manuals.

2. For end-use customers of an electric distribution company that distributed 4 million
MWh or less in the previous fiscal year:

a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing
Economic Load Response Participant's registration submitted to the Office of the Interconnection
prior to August 28, 2009, will be deemed to be terminated unless an electric distribution
company or Load Serving Entity verifies that the existing registration is permitted or
conditionally permitted (which condition the electric distribution company or Load Serving
Entity asserts has been satisfied) to participate in the Economic Load Response Program and
provides evidence to the Office of the Interconnection documenting that the permission or
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conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail
Regulatory Authority. If the electric distribution company or Load Serving Entity verifies that
the existing registration is permitted or conditionally permitted (which condition the electric
distribution company or Load Serving Entity asserts has been satisfied) to participate in the
Economic Load Response Program, then, within ten Business Days of verifying such permission
or conditional permission, the electric distribution company or Load Serving Entity must provide
to the Office of the Interconnection evidence from the Relevant Electric Retail Regulatory
Authority permitting or conditionally permitting the Economic Load Response Participant to
participate in the Economic Load Response Program. Evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic Load Response
Participant to participate in the Economic Load Response Program shall be in the form of either:
(a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority
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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM
Manuals.

3. All registrations submitted to the Office of the Interconnection on or after August 28,
2009, including requests to extend existing registrations, will be processed by the Office of the
Interconnection in accordance with the provisions of this section 1.5A, including this subsection
1.5A3.

1.5A.3.02 Economic Load Response Regulation Only Registrations.

An Economic Load Response Regulation Only registration allows end-use customer
participation in the Regulation market only, and may be submitted by a Curtailment Service
Provider that is different than the Curtailment Service Provider that submits an Emergency Load
Response Program registration, Pre-Emergency Load Response Program registration or
Economic Load Response registration for the same end-use customer. An end-use customer that
is registered as Economic Load Response Regulation Only shall not be permitted to register
and/or participate in any other Ancillary Service markets at the same time, but may have a
second, simultaneously existing Economic Load Response registration to participate in the PJM
Interchange Energy Market as set forth in the PJM Manuals.

An Economic Load Response Regulation Only registration may also participate in the

Regulation market when the end-use customer is injecting power onto the distribution grid if it
meets the following additional requirements to participate when injecting:

Page 34



- The end-use customer(s) must be on an associated electric distribution company’s net energy
metering tariff; and

- The registration must use sub-metered data for measurement and verification in accordance
with Tariff, Attachment K-Appendix, section 1.5A.4.

1.5A.4 Metering and Electronic Dispatch Signal.

a) The Curtailment Service Provider is responsible for ensuring that end-use customers have
metering equipment that provides integrated hourly kWh values on an electric distribution
company account basis. For non-interval metered residential customers not participating in the
pilot program under section 1.5A.7 below, the Curtailment Service Provider must ensure that a
representative sample of residential customers has metering equipment that provides integrated
hourly kWh values on an electric distribution company account basis, as set forth in the PJM
Manuals. The metering equipment shall either meet the electric distribution company
requirements for accuracy, or have a maximum error of two percent over the full range of the
metering equipment (including potential transformers and current transformers) and the metering
equipment and associated data shall meet the requirements set forth herein and in the PJIM
Manuals. End-use customer reductions in demand must be metered by recording integrated
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and
comparing actual metered load to its Customer Baseline Load, calculated pursuant to Operating
Agreement, Schedule 1, section 3.3A and the parallel provisions of Tariff, Attachment K-
Appendix, section 3.3A, or on an alternative metering basis approved by the Office of the
Interconnection and agreed upon by all relevant parties, including any Curtailment Service
Provider, electric distribution company and end-use customer. To qualify for compensation for
such load reductions that are not metered directly by the Office of the Interconnection, hourly
data reflecting meter readings for each day during which the load reduction occurred and all
associated days to determine the reduction must be submitted to the Office of the Interconnection
in accordance with the PJM Manuals within 60 days of the load reduction.

Curtailment Service Providers that have end-use customers that will participate in the Regulation
market may be permitted to use Sub-metered load data instead of load data at the electric
distribution company account number level for Regulation measurement and verification as set
forth in the PJM Manuals and subject to the following:

a. Curtailment Service Providers, must clearly identify for the Office of the
Interconnection all electrical devices that will provide Regulation and identify all
other devices used for similar processes within the same Location that will not
provide Regulation. The Location must contribute to management of frequency
control on the PJM electric grid or PJM shall deny use of Sub-metered load data
for the Location.

b. If the registration to participate in the Regulation market contains an aggregation
of Locations, the relevant Curtailment Service Provider will provide the Office of
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the Interconnection with load data for each Location’s Sub-meter through an
after-the-fact load data submission process.

c. The Office of the Interconnection may conduct random, unannounced audits of all
Locations that are registered to participate in the Regulation market to ensure that
devices that are registered by the Curtailment Service Providers as providing
Regulation service are not otherwise being offset by a change in usage of other
devices within the same Location.

d. The Office of the Interconnection may suspend the Regulation market activity of
Economic Load Response Participants, including Curtailment Service Providers,
that do not comply with the Economic Load Response and Regulation market
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the
matter to the Market Monitoring Unit and/or the Federal Energy Regulatory
Commission Office of Enforcement.

b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that
Economic Load Response Participants maintain, the capability to receive and act upon an
electronic dispatch signal from the Office of the Interconnection in accordance with any
standards and specifications contained in the PJM Manuals.

1.5A.5 On-Site Generators.

An Economic Load Response Participant that intends to use an On-Site Generator for the
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent
to the Office of the Interconnection in writing that it holds all necessary environmental permits
applicable to the operation of the On-Site Generator. Unless notified otherwise, the Office of the
Interconnection shall deem such representation applies to each time the On-Site Generator is
used to reduce demand to enable participation in the PJM Interchange Energy Market and that
the On-Site Generator is being operated in compliance with all applicable permits, including any
emissions, run-time limits or other operational constraints that may be imposed by such permits.

1.5A.6 Variable-Load Customers.

The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days
provided by the Market Participant in the registration process; provided, however, that any
alternative means of making such determination when 60 days of data is not available shall be
subject to review and approval by the Office of the Interconnection and provided further that 60
days of hourly load data shall not be required on an individual customer basis for non-interval
metered residential or Small Commercial Customers that provide Economic Load Response
through a direct load control program under which an electric distribution company, Load
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any
action by such customer to reduce load. Non-Variable Loads shall be those for which the
Customer Baseline Load calculation and adjustment methods prescribed by Operating
Agreement, Schedule 1, section 3.3A.2 and the parallel provisions of Tariff, Attachment K-
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Appendix, section 3.3A.2 and Operating Agreement, Schedule 1, section 3.3A.3 and the parallel
provisions of Tariff, Attachment K-Appendix, section 3.3A.3 result in a relative root mean
square hourly error of twenty percent or less compared to the actual hourly loads based on the
hourly load data provided in the registration process and using statistical methods prescribed in
the PJM Manuals. All other loads shall be Variable Loads.

1.5A.7 Non-Hourly Metered Customer Pilot.

Non-hourly metered customers may participate in the PJIM Interchange Energy Market as
Economic Load Response Participants on a pilot basis under the following circumstances. The
Curtailment Service Provider or PIM must propose an alternate method for measuring hourly
demand reductions. The Office of the Interconnection shall approve alternate measurement
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection
(“Pilot Period”). Demand reductions by non-hourly metered customers using alternate
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program
and the PJM Interchange Energy Market or Synchronized Reserve market. With the sole
exception of the requirement for hourly metering as set forth in section 1.5A.4 above, non-hourly
metered customers that qualify as Economic Load Response Participants pursuant to this section
1.5A.7 shall be subject to the rules and procedures for participation by Economic Load Response
Participants in the PJM Interchange Energy Market, including, without limitation, the Net
Benefits Test and the requirement for dispatch by the Office of the Interconnection. Following
completion of a Pilot Period, the alternate method shall be evaluated by the Office of the
Interconnection to determine whether such alternate method should be included in the PJM
Manuals as an accepted measurement mechanism for demand reductions in the PJM Interchange
Energy Market.

1.5A.8 Batch Load Economic Load Response Participant Resource Provision of
Synchronized Reserve or Secondary Reserve.

(a) A Batch Load Economic Load Response Participant resource may provide
Synchronized Reserve or Secondary Reserve in the PJM Interchange Energy Market provided it
has pre-qualified by providing the Office of the Interconnection with documentation acceptable
to the Office of the Interconnection that shows six months of one minute incremental load
history of the Batch Load Economic Load Response Participant resource, or in the event such
history is unavailable, other such information or data acceptable to the Office of the
Interconnection to demonstrate that the resource meets the definition of “Batch Load Economic
Load Response Participant resource” pursuant to Operating Agreement, Schedule 1, section
1.3.1A.001 and the parallel provisions of Tariff, Attachment K-Appendix, section 1.3.1A.001.
This requirement is a one-time pre-qualification requirement for a Batch Load Economic Load
Response Participant resource.

(b) A Batch Load Economic Load Response Participant resource that is consuming
energy at the start of a Synchronized Reserve Event, or, if committed to provide Secondary
Reserve, at the time of a dispatch instruction from the Office of the Interconnection to reduce
load, shall respond to the Office of the Interconnection’s calling of a Synchronized Reserve
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Event, or to such instruction to reduce load, by reducing load as quickly as it is capable and by
keeping its consumption at or near zero megawatts for the entire length of the Synchronized
Reserve Event following the reduction, or, in the case of Secondary Reserve, until a dispatch
instruction that load reductions are no longer required. A Batch Load Economic Load Response
Participant resource that has reduced its consumption of energy for its production processes to
minimal or zero megawatts before the start of a Synchronized Reserve Event (or, in the case of
Secondary Reserve, before a dispatch instruction to reduce load) shall respond to the Office of
the Interconnection’s calling of a Synchronized Reserve Event (or such instruction to reduce
load) by reducing any load that is present at the time the Synchronized Reserve Event is called
(or at the time of such instruction to reduce load) as quickly as it is capable, delaying the restart
of its production processes, and keeping its consumption at or near zero megawatts for the entire
length of the Synchronized Reserve Event following any such reduction (or, in the case of
Secondary Reserve, until a dispatch instruction that load reductions are no longer required).
Failure to respond as described in this section shall be considered non-compliance with the
Office of the Interconnection’s dispatch instruction associated with a Synchronized Reserve
Event, or as applicable, associated with an instruction to a resource committed to provide
Secondary Reserve to reduce load.

1.5A.9 Day-ahead and Real-time Energy Market Participation.

Economic Load Response Participants shall be compensated under Operating Agreement,
Schedule 1, section 3.3A.5 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.5 and Operating Agreement, Schedule 1, section 3.3A.6 and the parallel provisions of
Tariff, Attachment K-Appendix, section 3.3A.6 only if they participate in the Day-ahead or Real-
time Energy Markets as a dispatchable resource.

1.5A.10 Aggregation for Economic Load Response Registrations.

The purpose for aggregation is to allow the participation of end-use customers in the Energy
Market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis or can provide less than 0.1
megawatt of demand response in the Secondary Reserve, Synchronized Reserve or Regulation
markets when they currently have no alternative opportunity to participate on an individual basis.
Aggregations pursuant to section 1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in an aggregation shall be served by the same
electric distribution company or Load Serving Entity where the electric distribution
company is the Load Serving Entity for all end-use customers in the aggregation.
Residential customers that are part of an aggregate that does not participate in the Day-
Ahead Energy Market do not need to share the same Load Serving Entity. If the
aggregation will provide Synchronized Reserves, all customers in the aggregation must
also be part of the same Synchronized Reserve sub-zone;
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iil. 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;

1v. A single CBL for the aggregation shall be used to determine settlements
pursuant to Operating Agreement, Schedule 1, section 3.3A.5 and the parallel provisions
of Tariff, Attachment K-Appendix, section 3.3A.5 and Operating Agreement, Schedule 1,
section 3.3A.6 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.6;

V. If the aggregation will only provide energy to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve. If the aggregation will provide an Ancillary Service to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve;

vi. Each end-use customer site must meet the requirements for market
participation by an Economic Load Response Participant resource except for the 0.1
megawatt minimum load reduction requirement for energy or the 0.1 megawatt minimum
load reduction requirement for Ancillary Services; and

vii.  An end-use customer’s participation in the Energy and Ancillary Services
markets shall be administered under one economic registration.

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations
The purpose for aggregation is to allow the participation of end-use customers in the Regulation
market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis. Aggregations pursuant to section
1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in the aggregation must be served by the same electric
distribution company and must also be part of the same Transmission Zone; and

iil. Each end-use customer site must meet the requirements for market participation

by an Economic Load Response Participant resource except for the 0.1 megawatt
minimum load reduction requirement for Regulation service.

1.5A.11 Reporting

(a)  PJM will post on its website a report of demand response activity, and will
provide a summary thereof to the PJM Markets and Reliability Committee on an annual basis.

(b)  As PJM receives evidence from the electric distribution companies or Load
Serving Entities pursuant to section 1.5A.3 above, PJM will post on its website a list of those
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Relevant Electric Retail Regulatory Authorities that the electric distribution companies or Load
Serving Entities assert prohibit or condition retail participation in PJM’s Economic Load
Response Program together with a corresponding reference to the Relevant Electric Retail
Regulatory Authority evidence that is provided to PJM by the electric distribution companies or
Load Serving Entities.
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Definitions E - F
Economic-based Enhancement or Expansion:
“Economic-based Enhancement or Expansion” shall mean an enhancement or expansion
described in Operating Agreement, Schedule 6, section 1.5.7(b) (i) — (iii) that is designed to
relieve transmission constraints that have an economic impact.
Economic Load Response Participant:
“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Operating Agreement, Schedule 1, section 1.5A, and the parallel provisions of Tariff,
Attachment K-Appendix, section 1.5A to participate in the PJM Interchange Energy Market
and/or Ancillary Services markets through reductions in demand.
Economic Load Response Regulation Only Participant:
“Economic Load Response Regulation Only Participant” shall mean a Member or Special
Member that qualifies under Operating Agreement, Schedule 1, section 1.5A, and the parallel
provisions of Tariff, Attachment K-Appendix, section 1.5A, and is only eligible to participate in
the PJM Regulation market.

Economic Maximum:

“Economic Maximum” shall mean the highest incremental MW output level, submitted to PJM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Economic Minimum:

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJIM
market systems by a Market Participant, that a unit can achieve while following economic
dispatch.

Effective Date:

“Effective Date” shall mean August 1, 1997, or such later date that FERC permits the Operating
Agreement to go into effect.

Effective FTR Holder:
“Effective FTR Holder” shall mean:
(1) For an FTR Holder that is either a (a) privately held company, or (b) a municipality or

electric cooperative, as defined in the Federal Power Act, such FTR Holder, together with
any Affiliate, subsidiary or parent of the FTR Holder, any other entity that is under common
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ownership, wholly or partly, directly or indirectly, or has the ability to influence, directly or
indirectly, the management or policies of the FTR Holder; or

(i1) For an FTR Holder that is a publicly traded company including a wholly owned
subsidiary of a publicly traded company, such FTR Holder, together with any Affiliate,
subsidiary or parent of the FTR Holder, any other PIM Member has over 10% common
ownership with the FTR Holder, wholly or partly, directly or indirectly, or has the ability to
influence, directly or indirectly, the management or policies of the FTR Holder; or

(ii1)) an FTR Holder together with any other PJM Member, including also any Affiliate,
subsidiary or parent of such other PJM Member, with which it shares common ownership,
wholly or partly, directly or indirectly, in any third entity which is a PJM Member (e.g., a
joint venture).

EIDSN, Inc.:

“EIDSN, Inc.” shall mean the nonstock, nonprofit corporation, formerly known as Eastern
Interconnection Data Sharing Network, Inc., or any successor thereto, that is operated primarily
for the purpose of developing operating tools and the facilitation of the secure, consistent,
effective, and efficient sharing of important electric transmission and operational data among
Reliability Coordinators and other relevant parties to help improve electric industry operations
and promote the reliable and efficient operation of the bulk electric system in the Eastern
Interconnection.

Electric Distributor:

“Electric Distributor” shall mean a Member that: 1) owns or leases with rights equivalent to
ownership electric distribution facilities that are used to provide electric distribution service to
electric load within the PJM Region; or 2) is a generation and transmission cooperative or a joint
municipal agency that has a member that owns electric distribution facilities used to provide
electric distribution service to electric load within the PJM Region.

Eligible Fast-Start Resource:

“Eligible Fast-Start Resource” shall mean a Fast-Start Resource that is eligible for the
application of Integer Relaxation during the calculation of Locational Marginal Prices as set
forth in Tariff, Attachment K-Appendix, section 2.2.

Emergency:

“Emergency” shall mean: (i) an abnormal system condition requiring manual or automatic
action to maintain system frequency, or to prevent loss of firm load, equipment damage, or
tripping of system elements that could adversely affect the reliability of an electric system or the
safety of persons or property; or (ii) a fuel shortage requiring departure from normal operating
procedures in order to minimize the use of such scarce fuel; or (iii) a condition that requires
implementation of emergency procedures as defined in the PJM Manuals.
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Emergency Load Response Program:

“Emergency Load Response Program” shall mean the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when
dispatched by PJM during emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-Appendix, section 8.

End-Use Customer:

“End-Use Customer” shall mean a Member that is a retail end-user of electricity within the PIM
Region. For purposes of Member Committee classification, a Member that is a retail end-user
that owns generation may qualify as an End-Use Customer if: (1) the average physical unforced
capacity owned by the Member and its affiliates in the PJM region over the five Planning Periods
immediately preceding the relevant Planning Period does not exceed the average PJM capacity
obligation for the Member and its affiliates over the same time period; or (2) the average energy
produced by the Member and its affiliates within the PJM region over the five Planning Periods
immediately preceding the relevant Planning Period does not exceed the average energy
consumed by that Member and its affiliates within the PJM region over the same time period.
The foregoing notwithstanding, taking retail service may not be sufficient to qualify a Member
as an End-Use Customer.

Energy Market Opportunity Cost:

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

Energy Storage Resource:

“Energy Storage Resource” shall mean a resource capable of receiving electric energy from the
grid and storing it for later injection to the grid that participates in the PJM Energy, Capacity
and/or Ancillary Services markets as a Market Participant. Open-Loop Hybrid Resources are not
Energy Storage Resources.

Energy Storage Resource Model Participant:

“Energy Storage Resource Model Participant” shall mean an Energy Storage Resource utilizing
the Energy Storage Resource Participation Model.
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Energy Storage Resource Participation Model:

“Energy Storage Resource Participation Model” shall mean the participation model accepted by
the Commission in Docket No. ER19-469-000.

Equivalent Load:

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

Extended Primary Reserve Requirement:

“Extended Primary Reserve Requirement” shall equal the Primary Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended Primary
Reserve Requirement is calculated in accordance with the PJM Manuals.

Extended Synchronized Reserve Requirement:

“Extended Synchronized Reserve Requirement” shall equal the Synchronized Reserve
Requirement in a Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves
scheduled under emergency conditions necessary to address operational uncertainty. The
Extended Synchronized Reserve Requirement is calculated in accordance with the PJM Manuals.
Extended 30-minute Reserve Requirement:

“Extended 30-minute Reserve Requirement” shall equal the 30-minute Reserve Requirement in a
Reserve Zone or Reserve Sub-zone, plus 190 MW, plus any additional reserves scheduled under
emergency conditions necessary to address operational uncertainty. The Extended 30-minute
Reserve Requirement is calculated in accordance with the PJM Manuals.

External Market Buyer:

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

External Resource:

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

Fast-Start Resource:

“Fast-Start Resource” shall have the meaning set forth in Tariff, Attachment K-Appendix,
section 2.2A
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FERC or Commission:

“FERC” or “Commission” shall mean the Federal Energy Regulatory Commission or any
successor federal agency, commission or department exercising jurisdiction over the Tariff,
Operating Agreement and Reliability Assurance Agreement.

Final Offer:

“Final Offer” shall mean the offer on which a resource was dispatched by the Office of the
Interconnection for a particular clock hour for an Operating Day.

Finance Committee:

“Finance Committee” shall mean the body formed pursuant to Operating Agreement, section
7.5.1.

Financial Transmission Right:

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2, and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2.

Financial Transmission Right Obligation:

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(b), and the
parallel provisions of Tariff, Attachment K-Appendix, section 5.2.2(c).

Financial Transmission Right Option:

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Operating Agreement, Schedule 1, section 5.2.2(c), and the parallel
provisions of Tariff, Attachment K-Appendix, section 5.2.2(c).

Flexible Resource:

“Flexible Resource” shall mean a generating resource that must have a combined Start-up Time
and Notification Time of less than or equal to two hours; and a Minimum Run Time of less than
or equal to two hours.

Form 715 Planning Criteria:
“Form 715 Planning Criteria” shall mean individual Transmission Owner FERC-filed planning

criteria as described in Operating Agreement, Schedule 6, section 1.2(e) and filed with FERC
Form No. 715 and posted on the PJM website.
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FTR Holder:

“FTR Holder” shall mean the PIM Member that has acquired and possesses an FTR.

Fuel Cost Policy:

“Fuel Cost Policy” shall mean the document provided by a Market Seller to PJM and the Market
Monitoring Unit in accordance with PJM Manual 15 and Operating Agreement, Schedule 2,

which documents the Market Seller’s method used to price fuel for calculation of the Market
Seller’s cost-based offer(s)for a generation resource.
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Definitions O - P
Offer Data:

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

Office of the Interconnection:

“Office of the Interconnection” shall mean the employees and agents of PJM Interconnection, L.L.C.
subject to the supervision and oversight of the PJM Board, acting pursuant to the Operating Agreement.

Office of the Interconnection Control Center:

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

On-Site Generators:

“On-Site Generators” shall mean generation facilities or portions of a generation facility
(including Behind The Meter Generation) that (i) are not Generation Capacity Resources, (ii) are
not injecting into the grid for the portion of a generation facility that participates as a Demand
Resource or as an Economic Load Response Participant unless permitted as an Economic Load
Response Regulation Only Participant, (iii) are either synchronized or non-synchronized to the
Transmission System, and (iv) can be used to reduce demand for the purpose of participating in
the PJM Interchange Energy Market.

Open Access Same-Time Information System (OASIS) or PJM Open Access Same-time
Information System:

“Open Access Same-Time Information System,” “PJM Open Access Same-time Information
System” or “OASIS” shall mean the electronic communication system and information system
and standards of conduct contained in Part 37 and Part 38 of the Commission’s regulations and
all additional requirements implemented by subsequent Commission orders dealing with OASIS
for the collection and dissemination of information about transmission services in the PJIM
Region, established and operated by the Office of the Interconnection in accordance with FERC
standards and requirements.

Open-Loop Hybrid Resource:
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“Open-Loop Hybrid Resource” shall mean a Hybrid Resource with a storage component that
operates by charging its storage component from the grid.

Operating Day:

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

Operating Margin:

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

Operating Margin Customer:

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

Operating Reserve:

“Operating Reserve” shall mean the amount of generating capacity scheduled to be available for
a specified period of an Operating Day to ensure the reliable operation of the PJM Region, as
specified in the PJM Manuals.

Operating Reserve Demand Curve:

“Operating Reserve Demand Curve” shall mean a curve with prices on the y-axis and megawatts
on the x-axis, which defines the relationship between each incremental megawatt of reserves that
can be used to meet a given reserve requirement.

Operator-initiated Commitment:

“Operator-initiated Commitment” shall mean a commitment after the Day-ahead Energy Market
and Day-ahead Scheduling Reserves Market, whether manual or automated, for a reason other
than minimizing the total production costs of serving load.

Original PJM Agreement:

“Original PJM Agreement” shall mean that certain agreement between certain of the Members,
originally dated September 26, 1956, and as amended and supplemented up to and including

December 31, 1996, relating to the coordinated operation of their electric supply systems and the
interchange of electric capacity and energy among their systems.
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Other Supplier:

“Other Supplier” shall mean a Member that: (i) is engaged in buying, selling or transmitting
electric energy, capacity, ancillary services, financial transmission rights or other services
available under PJM’s governing documents in or through the Interconnection or has a good faith
intent to do so, and; (ii) does not qualify for the Generation Owner, Electric Distributor,
Transmission Owner or End-Use Customer sectors.

PJM Board:

“PJM Board” shall mean the Board of Managers of the LLC, acting pursuant to the Operating
Agreement, except when such term is being used in Tariff, Attachment M, in which case PJM
Board shall mean the Board of Managers of PJM or its designated representative, exclusive of
any members of PJM Management.

PJM Control Area:
“PJM Control Area” shall mean the Control Area recognized by NERC as the PJM Control Area.
PJM Dispute Resolution Procedures:

“PJM Dispute Resolution Procedures” shall mean the procedures for the resolution of disputes
set forth in Operating Agreement, Schedule 5.

PJM Governing Agreements:

“PJM Governing Agreements” shall mean the PJM Open Access Transmission Tariff, the
Operating Agreement, the Consolidated Transmission Owners Agreement, the Reliability
Assurance Agreement, or any other applicable agreement approved by the FERC and intended to
govern the relationship by and among PJM and any of its Members.

PJM Interchange:

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

PJM Interchange Energy Market:
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“PJM Interchange Energy Market” shall mean the regional competitive market administered by
the Office of the Interconnection for the purchase and sale of spot electric energy at wholesale in
interstate commerce and related services established pursuant to Operating Agreement, Schedule
1, and the parallel provisions of Tariff, Attachment K-Appendix.

PJM Interchange Export:

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

PJM Interchange Import:

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

PJM Manuals:

“PJM Manuals” shall mean the instructions, rules, procedures and guidelines established by the
Office of the Interconnection for the operation, planning, and accounting requirements of the
PJM Region and the PJM Interchange Energy Market.

PJM Mid-Atlantic Region:

“PJM Mid-Atlantic Region” shall mean the aggregate of the Transmission Facilities of Atlantic
City Electric Company, Baltimore Gas and Electric Company, Delmarva Power and Light
Company, Jersey Central Power and Light Company, Mid-Atlantic Interstate Transmission,
LLC, PECO Energy Company, PPL Electric Utilities Corporation, Potomac Electric Power
Company, Public Service Electric and Gas Company, and Rockland Electric Company.

PJM Region:

“PJM Region” shall mean the aggregate of the Zones within PJM as set forth in Tariff,
Attachment J.

PJMSettlement:
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“PJMSettlement” or “PJM Settlement, Inc.” shall mean PJM Settlement, Inc. (or its successor),
established by PJM as set forth in Operating Agreement, section 3.3.

PJM South Region:

“PJM South Region” shall mean the Transmission Facilities of Virginia Electric and Power
Company.

PJM Tariff, Tariff, O.A.T.T., OATT or PJM Open Access Transmission Tariff:

“PJM Tariff,” “Tariff,” “O.A.T.T.,” or “PJM Open Access Transmission Tariff” shall mean that
certain “PJM Open Access Transmission Tariff”, including any schedules, appendices, or
exhibits attached thereto, on file with FERC and as amended from time to time thereafter.

PJM West Region:

“PJM West Region” shall mean the Zones of Allegheny Power; Commonwealth Edison
Company (including Commonwealth Edison Co. of Indiana); AEP East Affiliate Companies;
The Dayton Power and Light Company; the Duquesne Light Company; American Transmission
Systems, Incorporated; Duke Energy Ohio, Inc., Duke Energy Kentucky, Inc. and East Kentucky
Power Cooperative, Inc.

Planning Period:

“Planning Period” shall have the meaning specified in the Reliability Assurance Agreement.

Planning Period Balance:

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

Planning Period Quarter:

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

Point-to-Point Transmission Service:

“Point-to-Point Transmission Service” shall mean the reservation and transmission of capacity
and energy on either a firm or non-firm basis from the Point(s) of Delivery under Tariff, Part II.

PRD Curve:

“PRD Curve” shall have the meaning provided in the Reliability Assurance Agreement.
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PRD Provider:
“PRD Provider” shall have the meaning provided in the Reliability Assurance Agreement.
PRD Reservation Price:

“PRD Reservation Price” shall have the meaning provided in the Reliability Assurance
Agreement.

PRD Substation:

“PRD Substation” shall have the meaning provided in the Reliability Assurance Agreement.
Pre-Emergency Load Response Program:

“Pre-Emergency Load Response Program” shall be the program by which Curtailment Service
Providers may be compensated by PJM for Demand Resources that will reduce load when
dispatched by PJM during pre-emergency conditions, and is described in Operating Agreement,
Schedule 1, section 8 and the parallel provisions of Tariff, Attachment K-appendix, section 8.
President:

“President” shall have the meaning specified in Operating Agreement, section 9.2.

Price Responsive Demand:

“Price Responsive Demand” shall have the meaning provided in the Reliability Assurance
Agreement.

Primary Reserve:

“Primary Reserve” shall mean the total reserve capability of generation resources that can be
converted fully into energy or Economic Load Response Participant resources whose demand
can be reduced within ten minutes of a request from the Office of the Interconnection dispatcher,
and 1s comprised of both Synchronized Reserve and Non-Synchronized Reserve.

Primary Reserve Alert:

“Primary Reserve Alert” shall mean a notification from PJM to alert Members of an anticipated
shortage of Operating Reserve capacity for a future critical period.

Primary Reserve Requirement:
“Primary Reserve Requirement” shall mean the megawatts required to be maintained in a

Reserve Zone or Reserve Sub-zone as Primary Reserve absent any increase to account for
additional reserves scheduled to address operational uncertainty. The Primary Reserve
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Requirement is calculated in accordance with the PIM Manuals. The requirement can be
satisfied by any combination of Synchronized Reserve or Non-Synchronized Reserve resources.

Prohibited Securities:

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

(1) the primary business purpose of the Member or Eligible Customer, or their Affiliates, is to
buy, sell or schedule energy, power, capacity, ancillary services or transmission services as
indicated by an industry code within the “Electric Power Generation, Transmission, and
Distribution” industry group under the North American Industry Classification System
(“NAICS”) or otherwise determined by the Office of the Interconnection;

(2) the Nonincumbent Developer has been pre-qualified as eligible to be a Designated Entity
pursuant to Operating Agreement, Schedule 6;

(3) the total (gross) financial settlements regarding the use of transmission capacity of the
Transmission System and/or transactions in the centralized markets that the Office of the
Interconnection administers under the Tariff and the Operating Agreement for all Members or
Eligible Customers affiliated with the publicly traded company during its most recently
completed fiscal year is equal to or greater than 0.5% of its gross revenues for the same time
period; or

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

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

Proportional Multi-Driver Project:

“Proportional Multi-Driver Project” shall mean a Multi-Driver Project that is planned as
described in Operating Agreement, Schedule 6, section 1.5.10(h).

Pseudo-Tie:

“Pseudo-Tie shall have the same meaning set forth in the NERC Glossary of Terms Used in
NERC Reliability Standards.

Public Policy Objectives:
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“Public Policy Objectives” shall refer to Public Policy Requirements, as well as public policy
initiatives of state or federal entities that have not been codified into law or regulation but which
nonetheless may have important impacts on long term planning considerations.

Public Policy Requirements:

“Public Policy Requirements” shall refer to policies pursued by: (a) state or federal entities,
where such policies are reflected in duly enacted statutes or regulations, including but not limited
to, state renewable portfolio standards and requirements under Environmental Protection Agency
regulations; and (b) local governmental entities such as a municipal or county government,
where such policies are reflected in duly enacted laws or regulations passed by the local
governmental entity.
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1.5A Economic Load Response Participant.

As used in this section 1.5A, the term “end-use customer” refers to an individual location or
aggregation of locations that consume electricity as identified by a unique electric distribution
company account number.

1.5A.1 Qualification.

A Member or Special Member that is an end-use customer, Load Serving Entity or Curtailment
Service Provider that has the ability to cause a reduction in demand as metered on an electric
distribution company account basis (or for non-interval metered residential Direct Load Control
customers, as metered on a statistical sample of electric distribution company accounts utilizing
current data, as described in the PJM Manuals) or has an On-Site Generator that enables demand
reduction may become an Economic Load Response Participant by complying with the
requirements of the applicable Relevant Electric Retail Regulatory Authority and all other
applicable federal, state and local regulatory entities together with this section 1.5A including,
but not limited to, section 1.5A.3 below. A Member or Special Member may aggregate multiple
individual end-use customer sites to qualify as an Economic Load Response Participant, subject
to the requirements of section 1.5A.10 below.

1.5A.2 Special Member.

Entities that are not Members and desire to participate solely in the Real-time Energy Market by
reducing demand may become a Special Member by paying an annual membership fee of $500
plus 10% of each payment owed by PJMSettlement for a Load Reduction Event not to exceed
$5,000 in a calendar year. For entities that become Special Members pursuant to this section, the
following obligations are waived: (i) the $1,500 membership application fee set forth in
Operating Agreement, Schedule 1, section 1.4.3 and the parallel provisions of Tariff, Attachment
K-Appendix, section 1.4.3; (ii) liability under Operating Agreement, section 15.2 for Member
defaults; (iii) thirty days notice for waiting period; and (iv) the requirement for 24/7 control
center coverage. In addition, such Members shall not have voting privileges in committees or
sector designations, and shall not be permitted to form user groups. On January 1 of a calendar
year, a Special Member under this section, at its sole election, may become a Member rather than
a Special Member subject to all rules governing being a Member, including regular application
and membership fee requirements.

1.5A.3 Registration.

1. Prior to participating in the PJM Interchange Energy Market or Ancillary Services
Market, Economic Load Response Participants must complete either the Economic Load
Response or Economic Load Response Regulation Only Registration Form posted on the Office
of the Interconnection’s website and submit such form to the Office of the Interconnection for
each end-use customer, or aggregation of end-use customers, pursuant to the requirements set
forth in the PJM Manuals. The Curtailment Service Provide shall not include Critical Natural
Gas Infrastructure end-use customers in the registration. Notwithstanding the below sub-
provisions, Economic Load Response Regulation Only registrations and Economic Load
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Response residential customer registrations not participating in the Day-ahead Energy Market
will not require the identification of the relevant Load Serving Entity, nor will such relevant
Load Serving Entity be notified of such registration or requested to verify such registration. All
other below sub-provisions apply equally to Economic Load Response Regulation Only
registrations, and Economic Load Response residential customer registrations not participating in
the Day-ahead Energy Market, as well as Economic Load Response registrations.

a.

For end-use customers of an electric distribution company that distributed more

than 4 million MWHh in the previous fiscal year:

ii.

After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is subject to another contractual obligation or to laws or regulations of
the Relevant Electric Retail Regulatory Authority that prohibit or condition the
end-use customer’s participation in PIM’s Economic Load Response Program.
The relevant electric distribution company or Load Serving Entity shall have ten
Business Days to respond. A relevant electric distribution company or Load
Serving Entity which seeks to assert that the laws or regulations of the Relevant
Electric Retail Regulatory Authority prohibit or condition (which condition the
electric distribution company or Load Serving Entity asserts has not been
satisfied) the end-use customer's participation in PJM’s Economic Load Response
program shall provide to PJM, within the referenced ten Business Day review
period, either: (a) an order, resolution or ordinance of the Relevant Electric Retail
Regulatory Authority prohibiting or conditioning the end-use customer's
participation, (b) an opinion of the Relevant Electric Retail Regulatory
Authority’s legal counsel attesting to the existence of a regulation or law
prohibiting or conditioning the end-use customer's participation, or (¢) 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.

In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall assume that the load to be reduced is not
subject to other contractual obligations or to laws or regulations of the Relevant
Electric Retail Regulatory Authority that prohibit or condition the end-use
customer’s participation in PJM’s Economic Load Response Program, and the
Office of the Interconnection shall accept the registration, provided it meets the
requirements of this section 1.5A and is not an Economic Load Response
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Regulation Only registration that will inject power onto the distribution system
and in accordance with the Manuals.

b. For end-use customers of an electric distribution company that distributed 4
million MWh or less in the previous fiscal year:

1. After confirming that an entity has met all of the qualifications to be an Economic
Load Response Participant, the Office of the Interconnection shall notify the
relevant electric distribution company or Load Serving Entity, as determined
based upon the type of registration submitted (i.e., either an Economic Load
Response registration, Economic Load Response residential customer
registrations not participating in the Day-ahead Energy Market, or an Economic
Load Response Regulation Only registration), of an Economic Load Response
Participant’s registration and request verification as to whether the load that may
be reduced is permitted to participate in PIM’s Economic Load Response
Program. The relevant electric distribution company or Load Serving Entity shall
have ten Business Days to respond. If the relevant electric distribution company
or Load Serving Entity verifies that the load that may be reduced is permitted or
conditionally permitted (which condition the electric distribution company or
Load Serving Entity asserts has been satisfied) to participate in the Economic
Load Response Program, then the electric distribution company or the Load
Serving Entity must provide to the Office of the Interconnection within the
referenced ten Business Day review period evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic
Load Response Participant to participate in the Economic Load Response
Program. Evidence from the Relevant Electric Retail Regulatory Authority
permitting the Economic Load Response Participant to participate in the
Economic Load Response Program shall be in the form of either: (a) an order,
resolution or ordinance of the Relevant Electric Retail Regulatory Authority
permitting or conditionally permitting the end-use customer's participation, (b) an
opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation, or (c) an opinion of the state
Attorney General, on behalf of the Relevant Electric Retail Regulatory Authority,
attesting to the existence of a regulation or law permitting or conditionally
permitting the end-use customer's participation.

il. In the absence of a response from the relevant electric distribution company or
Load Serving Entity within the referenced ten Business Day review period, the
Office of the Interconnection shall reject the registration. If it is able to do so in
compliance with this section 1.5A, including this subsection 1.5A.3, the
Economic Load Response Participant may submit a new registration for
consideration if a prior registration has been rejected pursuant to this subsection.

2. In the event that the end-use customer is subject to another contractual obligation, special
settlement terms may be employed to accommodate such contractual obligation. The Office of
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the Interconnection shall notify the end-use customer or appropriate Curtailment Service
Provider, or relevant electric distribution company and/or Load Serving Entity that the Economic
Load Response Participant has or has not met the requirements of this section 1.5A. An end-use
customer that desires not to be simultaneously registered to reduce demand under the Emergency
Load Response and Pre-Emergency Load Response Programs and under this section, upon one-
day advance notice to the Office of the Interconnection, may switch its registration for reducing
demand, if it has been registered to reduce load for 15 consecutive days under its current
registration.

1.5A.3.01 Economic Load Response Registrations in Effect as of August 28, 2009

1. For end-use customers of an electric distribution company that distributed more than 4
million MWh in the previous fiscal year:

a. Effective as of the later of either August 28, 2009 (the effective date of Wholesale
Competition in Regions with Organized Electric Markets, Order 719-A, 128 FERC 4 61,059
(2009) (“Order 719-A”)) or the effective date of a Relevant Electric Retail Regulatory Authority
law or regulation prohibiting or conditioning (which condition the electric distribution company
or Load Serving Entity asserts has not been satisfied) the end-use customer’s participation in
PJM’s Economic Load Response Program, the existing Economic Load Response Participant’s
registration submitted to the Office of the Interconnection prior to August 28, 2009, will be
deemed to be terminated upon an electric distribution company or Load Serving Entity
submitting to the Office of the Interconnection either: (a) an order, resolution or ordinance of the
Relevant Electric Retail Regulatory Authority prohibiting or conditioning the end-use customer’s
participation, (b) an opinion of the Relevant Electric Retail Regulatory Authority’s legal counsel
attesting to the existence of a regulation or law prohibiting or conditioning the end-use
customer’s participation, or (¢) 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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJIMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJM Operating Agreement and PJM
Manuals.

2. For end-use customers of an electric distribution company that distributed 4 million
MWh or less in the previous fiscal year:

a. Effective as of August 28, 2009 (the effective date of Order 719-A), an existing
Economic Load Response Participant's registration submitted to the Office of the Interconnection
prior to August 28, 2009, will be deemed to be terminated unless an electric distribution
company or Load Serving Entity verifies that the existing registration is permitted or
conditionally permitted (which condition the electric distribution company or Load Serving
Entity asserts has been satisfied) to participate in the Economic Load Response Program and
provides evidence to the Office of the Interconnection documenting that the permission or
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conditional permission is pursuant to the laws or regulations of the Relevant Electric Retail
Regulatory Authority. If the electric distribution company or Load Serving Entity verifies that
the existing registration is permitted or conditionally permitted (which condition the electric
distribution company or Load Serving Entity asserts has been satisfied) to participate in the
Economic Load Response Program, then, within ten Business Days of verifying such permission
or conditional permission, the electric distribution company or Load Serving Entity must provide
to the Office of the Interconnection evidence from the Relevant Electric Retail Regulatory
Authority permitting or conditionally permitting the Economic Load Response Participant to
participate in the Economic Load Response Program. Evidence from the Relevant Electric
Retail Regulatory Authority permitting or conditionally permitting the Economic Load Response
Participant to participate in the Economic Load Response Program shall be in the form of either:
(a) an order, resolution or ordinance of the Relevant Electric Retail Regulatory Authority
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.

1. For registrations terminated pursuant to this section, all Economic Load
Response Participant activity incurred prior to the termination date of the
registration shall be settled by PJMSettlement in accordance with the terms and
conditions contained in the PJM Tariff, PJIM Operating Agreement and PJM
Manuals.

3. All registrations submitted to the Office of the Interconnection on or after August 28,
2009, including requests to extend existing registrations, will be processed by the Office of the
Interconnection in accordance with the provisions of this section 1.5A, including this subsection
1.5A3.

1.5A.3.02 Economic Load Response Regulation Only Registrations.

An Economic Load Response Regulation Only registration allows end-use customer
participation in the Regulation market only, and may be submitted by a Curtailment Service
Provider that is different than the Curtailment Service Provider that submits an Emergency Load
Response Program registration, Pre-Emergency Load Response Program registration or
Economic Load Response registration for the same end-use customer. An end-use customer that
is registered as Economic Load Response Regulation Only shall not be permitted to register
and/or participate in any other Ancillary Service markets at the same time, but may have a
second, simultaneously existing Economic Load Response registration to participate in the PJIM
Interchange Energy Market as set forth in the PJM Manuals.

An Economic Load Response Regulation Only registration may also participate in the

Regulation market when the end-use customer is injecting power onto the distribution grid if it
meets the following additional requirements to participate when injecting:
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- The end-use customer(s) must be on an associated electric distribution company’s net energy
metering tariff; and

- The registration must use sub-metered data for measurement and verification in accordance
with Tariff, Attachment K-Appendix, section 1.5A.4.

1.5A.4 Metering and Electronic Dispatch Signal.

a) The Curtailment Service Provider is responsible for ensuring that end-use customers have
metering equipment that provides integrated hourly kWh values on an electric distribution
company account basis. For non-interval metered residential customers not participating in the
pilot program under section 1.5A.7 below, the Curtailment Service Provider must ensure that a
representative sample of residential customers has metering equipment that provides integrated
hourly kWh values on an electric distribution company account basis, as set forth in the PJM
Manuals. The metering equipment shall either meet the electric distribution company
requirements for accuracy, or have a maximum error of two percent over the full range of the
metering equipment (including potential transformers and current transformers) and the metering
equipment and associated data shall meet the requirements set forth herein and in the PJIM
Manuals. End-use customer reductions in demand must be metered by recording integrated
hourly values for On-Site Generators running to serve local load (net of output used by the On-
Site Generator), or by metering load on an electric distribution company account basis and
comparing actual metered load to its Customer Baseline Load, calculated pursuant to Operating
Agreement, Schedule 1, section 3.3A and the parallel provisions of Tariff, Attachment K-
Appendix, section 3.3A, or on an alternative metering basis approved by the Office of the
Interconnection and agreed upon by all relevant parties, including any Curtailment Service
Provider, electric distribution company and end-use customer. To qualify for compensation for
such load reductions that are not metered directly by the Office of the Interconnection, hourly
data reflecting meter readings for each day during which the load reduction occurred and all
associated days to determine the reduction must be submitted to the Office of the Interconnection
in accordance with the PJM Manuals within 60 days of the load reduction.

Curtailment Service Providers that have end-use customers that will participate in the Regulation
market may be permitted to use Sub-metered load data instead of load data at the electric
distribution company account number level for Regulation measurement and verification as set
forth in the PJM Manuals and subject to the following:

a. Curtailment Service Providers, must clearly identify for the Office of the
Interconnection all electrical devices that will provide Regulation and identify all
other devices used for similar processes within the same Location that will not
provide Regulation. The Location must contribute to management of frequency
control on the PJM electric grid or PJM shall deny use of Sub-metered load data
for the Location.

b. If the registration to participate in the Regulation market contains an aggregation
of Locations, the relevant Curtailment Service Provider will provide the Office of
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the Interconnection with load data for each Location’s Sub-meter through an
after-the-fact load data submission process.

c. The Office of the Interconnection may conduct random, unannounced audits of all
Locations that are registered to participate in the Regulation market to ensure that
devices that are registered by the Curtailment Service Providers as providing
Regulation service are not otherwise being offset by a change in usage of other
devices within the same Location.

d. The Office of the Interconnection may suspend the Regulation market activity of
Economic Load Response Participants, including Curtailment Service Providers,
that do not comply with the Economic Load Response and Regulation market
requirements as set forth in Schedule 1 and the PJM Manuals, and may refer the
matter to the Market Monitoring Unit and/or the Federal Energy Regulatory
Commission Office of Enforcement.

b) Curtailment Service Providers shall be responsible for maintaining, or ensuring that
Economic Load Response Participants maintain, the capability to receive and act upon an
electronic dispatch signal from the Office of the Interconnection in accordance with any
standards and specifications contained in the PJM Manuals.

1.5A.5 On-Site Generators.

An Economic Load Response Participant that intends to use an On-Site Generator for the
purpose of reducing demand to participate in the PJM Interchange Energy Market shall represent
to the Office of the Interconnection in writing that it holds all necessary environmental permits
applicable to the operation of the On-Site Generator. Unless notified otherwise, the Office of the
Interconnection shall deem such representation applies to each time the On-Site Generator is
used to reduce demand to enable participation in the PJM Interchange Energy Market and that
the On-Site Generator is being operated in compliance with all applicable permits, including any
emissions, run-time limits or other operational constraints that may be imposed by such permits.

1.5A.6 Variable-Load Customers.

The loads of an Economic Load Response Participant shall be categorized as variable or non-
variable at the time the load is registered, based on hourly load data for the most recent 60 days
provided by the Market Participant in the registration process; provided, however, that any
alternative means of making such determination when 60 days of data is not available shall be
subject to review and approval by the Office of the Interconnection and provided further that 60
days of hourly load data shall not be required on an individual customer basis for non-interval
metered residential or Small Commercial Customers that provide Economic Load Response
through a direct load control program under which an electric distribution company, Load
Serving Entity, or CSP has direct control over such customer’s load, without reliance upon any
action by such customer to reduce load. Non-Variable Loads shall be those for which the
Customer Baseline Load calculation and adjustment methods prescribed by Operating
Agreement, Schedule 1, section 3.3A.2 and the parallel provisions of Tariff, Attachment K-
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Appendix, section 3.3A.2 and Operating Agreement, Schedule 1, section 3.3A.3 and the parallel
provisions of Tariff, Attachment K-Appendix, section 3.3A.3 result in a relative root mean
square hourly error of twenty percent or less compared to the actual hourly loads based on the
hourly load data provided in the registration process and using statistical methods prescribed in
the PJM Manuals. All other loads shall be Variable Loads.

1.5A.7 Non-Hourly Metered Customer Pilot.

Non-hourly metered customers may participate in the PJIM Interchange Energy Market as
Economic Load Response Participants on a pilot basis under the following circumstances. The
Curtailment Service Provider or PIM must propose an alternate method for measuring hourly
demand reductions. The Office of the Interconnection shall approve alternate measurement
mechanisms on a case-by-case basis for a time specified by the Office of the Interconnection
(“Pilot Period”). Demand reductions by non-hourly metered customers using alternate
measurement mechanisms on a pilot basis shall be limited to a combined total of 500 MW of
reductions in the Emergency Load Response Program, Pre-Emergency Load Response Program
and the PJM Interchange Energy Market or Synchronized Reserve market. With the sole
exception of the requirement for hourly metering as set forth in section 1.5A.4 above, non-hourly
metered customers that qualify as Economic Load Response Participants pursuant to this section
1.5A.7 shall be subject to the rules and procedures for participation by Economic Load Response
Participants in the PJM Interchange Energy Market, including, without limitation, the Net
Benefits Test and the requirement for dispatch by the Office of the Interconnection. Following
completion of a Pilot Period, the alternate method shall be evaluated by the Office of the
Interconnection to determine whether such alternate method should be included in the PJM
Manuals as an accepted measurement mechanism for demand reductions in the PJM Interchange
Energy Market.

1.5A.8 Batch Load Economic Load Response Participant Resource Provision of
Synchronized Reserve or Secondary Reserve.

(a) A Batch Load Economic Load Response Participant resource may provide
Synchronized Reserve or Secondary Reserve in the PJM Interchange Energy Market provided it
has pre-qualified by providing the Office of the Interconnection with documentation acceptable
to the Office of the Interconnection that shows six months of one minute incremental load
history of the Batch Load Economic Load Response Participant resource, or in the event such
history is unavailable, other such information or data acceptable to the Office of the
Interconnection to demonstrate that the resource meets the definition of “Batch Load Economic
Load Response Participant resource” pursuant to Operating Agreement, Schedule 1, section
1.3.1A.001 and the parallel provisions of Tariff, Attachment K-Appendix, section 1.3.1A.001.
This requirement is a one-time pre-qualification requirement for a Batch Load Economic Load
Response Participant resource.

(b) A Batch Load Economic Load Response Participant resource that is consuming
energy at the start of a Synchronized Reserve Event, or, if committed to provide Secondary
Reserve, at the time of a dispatch instruction from the Office of the Interconnection to reduce
load, shall respond to the Office of the Interconnection’s calling of a Synchronized Reserve
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Event, or to such instruction to reduce load, by reducing load as quickly as it is capable and by
keeping its consumption at or near zero megawatts for the entire length of the Synchronized
Reserve Event following the reduction, or, in the case of Secondary Reserve, until a dispatch
instruction that load reductions are no longer required. A Batch Load Economic Load Response
Participant resource that has reduced its consumption of energy for its production processes to
minimal or zero megawatts before the start of a Synchronized Reserve Event (or, in the case of
Secondary Reserve, before a dispatch instruction to reduce load) shall respond to the Office of
the Interconnection’s calling of a Synchronized Reserve Event (or such instruction to reduce
load) by reducing any load that is present at the time the Synchronized Reserve Event is called
(or at the time of such instruction to reduce load) as quickly as it is capable, delaying the restart
of its production processes, and keeping its consumption at or near zero megawatts for the entire
length of the Synchronized Reserve Event following any such reduction (or, in the case of
Secondary Reserve, until a dispatch instruction that load reductions are no longer required).
Failure to respond as described in this section shall be considered non-compliance with the
Office of the Interconnection’s dispatch instruction associated with a Synchronized Reserve
Event, or as applicable, associated with an instruction to a resource committed to provide
Secondary Reserve to reduce load.

1.5A.9 Day-ahead and Real-time Energy Market Participation.

Economic Load Response Participants shall be compensated under Operating Agreement,
Schedule 1, section 3.3A.5 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.5 and Operating Agreement, Schedule 1, section 3.3A.6 and the parallel provisions of
Tariff, Attachment K-Appendix, section 3.3A.6 only if they participate in the Day-ahead or Real-
time Energy Markets as a dispatchable resource.

1.5A.10 Aggregation for Economic Load Response Registrations.

The purpose for aggregation is to allow the participation of end-use customers in the Energy
Market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis or can provide less than 0.1
megawatt of demand response in the Secondary Reserve, Synchronized Reserve or Regulation
markets when they currently have no alternative opportunity to participate on an individual basis.
Aggregations pursuant to section 1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in an aggregation shall be served by the same
electric distribution company or Load Serving Entity where the electric distribution
company is the Load Serving Entity for all end-use customers in the aggregation.
Residential customers that are part of an aggregate that does not participate in the Day-
Ahead Energy Market do not need to share the same Load Serving Entity. If the
aggregation will provide Synchronized Reserves, all customers in the aggregation must
also be part of the same Synchronized Reserve sub-zone;
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iil. 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;

1v. A single CBL for the aggregation shall be used to determine settlements
pursuant to Operating Agreement, Schedule 1, section 3.3A.5 and the parallel provisions
of Tariff, Attachment K-Appendix, section 3.3A.5 and Operating Agreement, Schedule 1,
section 3.3A.6 and the parallel provisions of Tariff, Attachment K-Appendix, section
3.3A.6;

V. If the aggregation will only provide energy to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve. If the aggregation will provide an Ancillary Service to the market then only one
end-use customer within the aggregation shall have the ability to reduce more than 0.099
megawatt of load unless the Curtailment Service Provider, Load Serving Entity and PJM
approve;

vi. Each end-use customer site must meet the requirements for market
participation by an Economic Load Response Participant resource except for the 0.1
megawatt minimum load reduction requirement for energy or the 0.1 megawatt minimum
load reduction requirement for Ancillary Services; and

vii.  An end-use customer’s participation in the Energy and Ancillary Services
markets shall be administered under one economic registration.

1.5A.10.01 Aggregation for Economic Load Response Regulation Only Registrations
The purpose for aggregation is to allow the participation of end-use customers in the Regulation
market that can provide less than 0.1 megawatt of demand response when they currently have no
alternative opportunity to participate on an individual basis. Aggregations pursuant to section
1.5A.1 above shall be subject to the following requirements:

1. All end-use customers in an aggregation shall be specifically identified;

ii. All end-use customers in the aggregation must be served by the same electric
distribution company and must also be part of the same Transmission Zone; and

iil. Each end-use customer site must meet the requirements for market participation

by an Economic Load Response Participant resource except for the 0.1 megawatt
minimum load reduction requirement for Regulation service.

1.5A.11 Reporting

(a)  PJM will post on its website a report of demand response activity, and will
provide a summary thereof to the PJM Markets and Reliability Committee on an annual basis.

(b)  As PJM receives evidence from the electric distribution companies or Load
Serving Entities pursuant to section 1.5A.3 above, PJM will post on its website a list of those
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Relevant Electric Retail Regulatory Authorities that the electric distribution companies or Load
Serving Entities assert prohibit or condition retail participation in PJM’s Economic Load
Response Program together with a corresponding reference to the Relevant Electric Retail
Regulatory Authority evidence that is provided to PJM by the electric distribution companies or
Load Serving Entities.
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