
Suite 500 East 
1301 K Street NW 
Washington, D.C.  20005-3317 

August 17, 2026 

Honorable Debbie-Anne A. Reese 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Exelon Corporation 
PJM Interconnection, L.L.C 
Docket No. ER26-3537-000 
PJM Transmission Owners’ Partial Compliance Filing 

Dear Secretary Reese: 

In partial compliance with the Commission’s June 18, 2026 order in Docket Nos. EL25-
49, et al.,1 the PJM Transmission Owners, acting through the Consolidated Transmission Owners 
Agreement,2 submit this filing.  As required under the June 18 Order, the PJM Transmission 
Owners are submitting new and revised tariff records to the PJM Open Access Transmission Tariff 
(“PJM Tariff”) necessary to implement the rate for Interim Network Integration Transmission 
Service (“Interim NITS”).3  

I. DESCRIPTION OF COMPLIANCE FILING

In the June 18 Order in response to the record developed in the paper hearing, the
Commission established as just and reasonable certain rates, terms, and conditions for the new 
transmission services directed in its December 18, 2025 order.4  The new transmission services 
are: Interim NITS, firm contract demand transmission service, and non-firm contract demand 
transmission service. 

1 PJM Interconnection, L.L.C., 195 FERC ¶ 61,209 (2026) (“June 18 Order”).  The PJM Transmission Owners note 
that the Commission’s directives being complied with herein are under challenge before the Commission and 
through petitions for review, such that the tendered tariff sheet revisions herein may be subject to a subsequent 
termination filing. 
2 Consolidated Transmission Owners Agreement, FERC Rate Schedule No. 42, § 7.3.  As the Commission has 
noted, the transmission owners in PJM have exclusive and unilateral rights regarding the cost allocation provisions 
of Schedule 12 of the PJM Tariff.  Neptune Regional Transmission System, LLC and Long Island Power Auth. v. 
PJM Interconnection, L.L.C., 175 FERC ¶ 61,247, at P 47 (2021).  See also PJM Tariff, Part I, Section 9.1(a). 
3 Pursuant to Order No. 714, this filing is being submitted by PJM Interconnection, L.L.C. ("PJM") on behalf of the 
PJM Transmission Owners as part of an XML filing package that conforms with the Commission's regulations.  
PJM has agreed to make all filings on behalf of the PJM Transmission Owners in order to retain administrative 
control over the PJM Tariff.  Thus, the PJM Transmission Owners requested that PJM submit the revisions to the 
PJM Tariff in the eTariff system as part of PJM's electronic Intra PJM Tariff. 
4 Id. at P 9 (citing PJM Interconnection, L.L.C., 193 FERC ¶ 61,217 (2025)).   
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 In order to implement the new transmission services, the Commission directed PJM and 
the PJM Transmission Owners to file, within 60 days of the date of issuance of the June 18 Order, 
a compliance filing to revise the PJM Tariff.  On July 28, 2026, PJM and certain of the PJM 
Transmission Owners filed motions requesting that the Commission extend the compliance 
deadline in this proceeding for 90 days, until November 16, 2026, so that it aligns with the deadline 
by which PJM and certain PJM Transmission Owners have requested to submit filings in response 
to the Commission’s overlapping show cause order in Docket No. EL26-67-000.  On August 14, 
2026, the Commission granted these extension requests.   
 
 Notwithstanding its request for extension, PJM committed to submit a compliance filing 
on August 17, 2026, addressing several compliance directives, including those related to Interim 
NITS.5  In order to align with PJM’s commitment to address Interim NITS by August 17, 2026, 
the PJM Transmission Owners are submitting this partial compliance filing to establish the rate for 
Interim NITS.  Accordingly, attached to this filing are new and revised tariff records for the PJM 
Tariff necessary to implement the rate for Interim NITS.  
 
 Specifically, attached are: 
 
 (i) New Sections 706 and 706.1 of Subpart A of new Part XI of the PJM Tariff.  New 

Part XI concerns Transmission Services Available for Eligible Customers Taking 
Service on Behalf of Co-Located Loads.  New Sections 706 and 706.1 specify the 
Interim NITS rate.  

 (ii)  Revisions to Section 1 of Part I of the PJM Tariff (Definitions) adding two new 
definitions for “Responsible Customer” and “Co-Located Gross Demand.”  

 (iii) Revisions to Section (b)(viii) of Schedule 12 of the PJM Tariff (FERC Filing) 
replacing extraneous language with the newly defined term “Responsible 
Customer.” 

 
II. EFFECTIVE DATE 
 

The PJM Transmission Owners request that the revisions submitted with this partial 
compliance filing become effective on July 1, 2028.  It is the PJM Transmission Owners’ 
understanding that July 1, 2028 is the effective date that PJM will request for its related compliance 
filing concerning Interim NITS.   
 
III. ADDITIONAL INFORMATION 

 
A. Communications 
 

 Communications regarding this filing should be addressed to the following individuals, 
whose names should be entered on the official service list maintained by the Secretary for this 
proceeding. 
 
 
 

 
5 PJM Extension Motion at 1-2. 
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Pulin Shah  
Vice President of Transmission 
Development 
Exelon Corporation 
2301 Market Street  
Philadelphia, PA 19355    
pulin.shah@exeloncorp.com 
Chair of the Transmission Owners 
Agreement Administrative Committee 
 
Gary E. Guy 
Assistant General Counsel 
Exelon Corporation 
701 Ninth Street, N.W., Ste 9426 
Washington, DC 20068  
gary.guy@exeloncorp.com 

Michael Kunselman  
Richard P. Sparling 
Nicholas J. Cicale    
Davis Wright Tremaine LLP 
1301 K Street NW  
Suite 500 East  
Washington, DC 20005 
michaelkunselman@dwt.com 
ricksparling@dwt.com 
nicholascicale@dwt.com 
 
 
 
 
 
 
 

B. List of Documents Submitted with Filing 
 
In addition to this transmittal letter, this filing includes the following attachments: 
 
• Attachment A: Clean Tariff Records for the PJM Tariff 
• Attachment B: Redlined Tariff Records for the PJM Tariff 

 
C. 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,6 PJM will post a copy of this filing to the FERC filings section of its 
internet site, located at the following link: http://www.pjm.com/documents/ferc-manuals/ferc-
filings.aspx with a specific link to the newly-filed document, and will send an e-mail on the same 
date as this filing to all PJM Members and all state utility regulatory commissions in the PJM 
Region7 alerting them that this filing has been made by PJM and is available by following such 
link.  If the document is not immediately available by using the referenced link, the document will 
be available through the referenced link within 24 hours of the filing.  Also, a copy of this filing 
will be available on the Commission’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.  
 
 
 
 
 

 
6 See 18 C.F.R §§ 35.2(e) and 385.2010(f)(3). 
7 PJM already maintains, updates, and regularly uses e-mail lists for all PJM members and affected state 
commissions. 
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IV. CONCLUSION 
 
 For the reasons stated herein, the PJM Transmission Owners respectfully request that the 
Commission accept this partial compliance filing without hearing, modification or condition.  

 
      Respectfully submitted,  
 

/s/ Michael Kunselman 
Michael Kunselman 
Richard P. Sparling  
Nicholas J. Cicale 
Davis Wright Tremaine LLP  
1301 K Street NW  
Suite 500 East  
Washington, DC 20005   

  
       Attorneys for The FirstEnergy  
        Transmission Companies 
       On behalf of the PJM Transmission Owners  
  



  

Attachment A 
 

Clean Tariff Records for the 
PJM Open Access Transmission Tariff 

 
  

  



Definitions – C - D 

Canadian Guaranty: 

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

Cancellation Costs: 

“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 
of supplier and contractor written orders and agreements entered into to design, construct and 
install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 
and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 
Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 
any or all of such facilities which have been installed, to the extent required for the Transmission 
Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 
IV and/or Tariff, Part VI. 

Capacity: 

“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 
or similar such requirements as may be established. 

Capacity Emergency Transfer Limit: 

“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 
Reliability Assurance Agreement. 

Capacity Emergency Transfer Objective: 

“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 
Reliability Assurance Agreement. 

Capacity Export Transmission Customer: 

“Capacity Export Transmission Customer” shall mean a customer taking point to point 
transmission service under Tariff, Part II to export capacity from a generation resource located in 
the PJM Region that has qualified for an exception to the RPM must-offer requirement as 
described in Tariff, Attachment DD, section 6.6(g). 

Capacity Import Limit: 

“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 
Agreement. 

Capacity Interconnection Rights: 
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“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 
Capacity Resource into the Transmission System at the Point of Interconnection where the 
generating facilities connect to the Transmission System. 
 
Capacity Market Buyer: 
 
“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 
any Incremental Auction.   
 
Capacity Market Seller: 
 
“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 
control the output or load reduction capability of, a Capacity Resource, that has not transferred 
such authority to another entity, and that offers such resource in the Base Residual Auction or an 
Incremental Auction. 
 
Capacity Performance Resource: 
 
“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 
Attachment DD, section 5.5A(a). 
 
Capacity Performance Transition Incremental Auction: 
 
“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 
Tariff, Attachment DD, section 5.14D. 
 
Capacity Resource: 
 
“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Capacity Resource with State Subsidy:  
 
“Capacity Resource with State Subsidy” shall mean (1) a Capacity Resource that is offered into 
an RPM Auction or otherwise assumes an RPM commitment for which the Capacity Market 
Seller receives or is entitled to receive one or more State Subsidies for the applicable Delivery 
Year; (2) a Capacity Resource that has not cleared an RPM Auction for the Delivery Year for 
which the Capacity Market Seller last received a State Subsidy (or any subsequent Delivery 
Year) shall still be considered a Capacity Resource with State Subsidy upon the expiration of 
such State Subsidy until the resource clears an RPM Auction; (3) a Capacity Resource that is the 
subject of a bilateral transaction (including but not limited to those reported pursuant to Tariff, 
Attachment DD, section 4.6) shall be deemed a Capacity Resource with State Subsidy to the 
extent an owner of the facility supporting the Capacity Resource is entitled to a State Subsidy 
associated with such facility even if the Capacity Market Seller is not entitled to a State Subsidy; 
and (4) any Jointly Owned Cross-Subsidized Capacity Resource.  
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Capacity Resource Clearing Price: 
 
“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 
offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 
Tariff, Attachment DD, section 5.  
 
Capacity Storage Resource: 
 
“Capacity Storage Resource” shall mean any Energy Storage Resource that participates in the 
Reliability Pricing Model or is otherwise treated as capacity in PJM’s markets such as through a 
Fixed Resource Requirement Capacity Plan. 
 
Capacity Transfer Right: 
 
“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a Locational 
Deliverability Area, to receive payments, based on the transmission import capability into such 
Locational Deliverability Area, that offset, in whole or in part, the charges attributable to the 
Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a Locational 
Delivery Area. 
 
Capacity Transmission Injection Rights: 
 
“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 
deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 
Transmission System. Capacity Transmission Injection Rights may be awarded only to a 
Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control area. Deliveries scheduled using 
Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 
Transmission Service or, if coupled with a generating unit external to the PJM Region that 
satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 
Rights. 
 
Charge Economic Maximum Megawatts: 
 
“Charge Economic Maximum Megawatts” shall mean the greatest magnitude of megawatt power 
consumption available for charging in economic dispatch by an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource in Continuous Mode or in Charge Mode.  Charge 
Economic Maximum Megawatts shall be the Economic Minimum for an Energy Storage 
Resource or Open-Loop Hybrid Resource in Charge Mode or in Continuous Mode. 
 
Charge Economic Minimum Megawatts: 
 
“Charge Economic Minimum Megawatts” shall mean the smallest magnitude of megawatt power 
consumption available for charging in economic dispatch by an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource in Charge Mode.  Charge Economic Minimum 
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Megawatts shall be the Economic Maximum for an Energy Storage Resource or Open-Loop 
Hybrid Resource in Charge Mode. 
 
Charge Mode: 
 
“Charge Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource that only includes negative megawatt quantities (i.e., 
the Energy Storage Resource Model Participant or Open-Loop Hybrid Resource is only 
withdrawing megawatts from the grid).   
 
Charge Ramp Rate: 
 
“Charge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource in Charge Mode. 
 
Cleared Capacity Resource with State Subsidy: 
 
“Cleared Capacity Resource with State Subsidy” shall mean a Capacity Resource with State 
Subsidy that has cleared in an RPM Auction for a Delivery Year that is prior to the 2022/2023 
Delivery Year or, starting with 2022/2023 Delivery Year, the MWs (in installed capacity) 
comprising a Capacity Resource with State Subsidy that have cleared an RPM Auction pursuant 
to its Sell Offer at or above its resource-specific MOPR Floor Offer Price or the applicable 
default New Entry MOPR Floor Offer Price and since then, any of those MWs (in installed 
capacity) comprising a Capacity Resource with State Subsidy have been, the subject of a Sell 
Offer into the Base Residual Auction or included in an FRR Capacity Plan at the time of the 
Base Residual Auction for the relevant Delivery Year.   
 
Closed-Loop Hybrid Resource: 
 
“Closed-Loop Hybrid Resource” shall mean a Hybrid Resource that does not operate by 
charging its storage component from the grid. 
 
Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc. 
 
Cold/Warm/Hot Start-up Time: 
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
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from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 
engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup. 
 
Cold Weather Alert: 
 
“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions. 
 
Collateral: 
 
“Collateral” shall be a cash deposit, including any interest thereon, or a Letter of Credit issued 
for the benefit of PJM or PJMSettlement, in an amount and form determined by and acceptable 
to PJM or PJMSettlement, provided by a Participant to PJM or PJMSettlement as credit support 
in order to participate in the PJM Markets or take Transmission Service.  “Collateral” shall also 
include surety bonds, except for the purpose of satisfying the FTR Credit Requirement, in which 
case only a cash deposit or Letter of Credit will be acceptable. 
 
Collateral Call: 
 
“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 
payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q. 
 
Co-Located Gross Demand: 
 
“Co-Located Gross Demand” consists of the gross demand for a Co-Located Load facility, as 
specified in the applicable Service Agreement Contract Demand Transmission Service for Co-
Located Load. 
 
Co-Located Resource: 
 
“Co-Located Resource” shall mean a component of a Mixed Technology Facility that operates in 
the capacity, energy, and/or ancillary services market(s) as a separate resource from the other 
components of such facility. 
 
Commencement Date: 
 
“Commencement Date” shall mean the date on which Interconnection Service commences in 
accordance with an Interconnection Service Agreement. 

Page 5



 
Committed Offer: 
 
The “Committed Offer” shall mean 1) for pool-scheduled resources, an offer on which a resource 
was scheduled by the Office of the Interconnection for a particular clock hour for an Operating 
Day, and 2) for self-scheduled resources, either the offer on which the Market Seller has elected 
to schedule the resource or the applicable offer for the resource determined pursuant to Operating 
Agreement, Schedule 1, section 6.4, and the parallel provisions of Tariff, Attachment K-
Appendix, section 6.4, or Operating Agreement, Schedule 1, section 6.6, and the parallel 
provisions of Tariff, Attachment K-Appendix, section 6.6, for a particular clock hour for an 
Operating Day.  
 
Completed Application: 
 
“Completed Application” shall mean an application that satisfies all of the information and other 
requirements of the Tariff, including any required deposit. 
 
Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 
that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 
Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 
2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 
same locational price separation in the Base Residual Auction, the same locational price 
separation in the First Incremental Auction, the same locational price separation in the Second 
Incremental Auction, the same locational price separation in the Third Incremental Auction. 
 
Component DER: 
 
“Component DER” shall mean any resource, within the PJM Region, that is located on a 
distribution system, any subsystem thereof, or behind a customer meter, and is used in a DER 
Aggregation Resource by a DER Aggregator to participate in the energy, capacity, and/or 
ancillary services markets of PJM through the DER Aggregator Participation Model.  A 
Component DER may not exceed 5 MW.   
 
Composite Energy Offer:  
 
“Composite Energy Offer” for generation resources shall mean the sum (in $/MWh) of the 
Incremental Energy Offer and amortized Start-Up Costs and amortized No-load Costs, and for 
Economic Load Response Participant resources the sum (in $/MWh) of the Incremental Energy 
Offer and amortized shutdown costs, as determined in accordance with Tariff, Attachment K-
Appendix, section 2.4 and Tariff, Attachment K-Appendix, section 2.4A and the PJM Manuals. 
 
Conditional Incremental Auction: 
 

Page 6



“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 
Year if and when necessary to secure commitments of additional capacity to address reliability 
criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 
in the Base Residual Auction for such Delivery Year. 
 
Conditioned State Support: 
 
“Conditioned State Support” shall mean any financial benefit required or incentivized by a state, 
or political subdivision of a state acting in its sovereign capacity, that is provided outside of PJM 
Markets and in exchange for the sale of a FERC-jurisdictional product conditioned on clearing in 
any RPM Auction, where “conditioned on clearing in any RPM Auction” refers to specific 
directives as to the level of the offer that must be entered for the relevant Generation Capacity 
Resource in the RPM Auction or directives that the Generation Capacity Resource is required to 
clear in any RPM Auction.  Conditioned State Support shall not include any Legacy Policy.   
 
CONE Area: 
 
“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 
any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 
5.10(a)(iv)(B).  
 
Confidential Information: 
 
“Confidential Information” shall mean any confidential, proprietary, or trade secret information 
of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 
relating to the present or planned business of a New Service Customer, Transmission Owner, or 
other Interconnection Party or Construction Party, which is designated as confidential by the 
party supplying the information, whether conveyed verbally, electronically, in writing, through 
inspection, or otherwise, and shall include, without limitation, all information relating to the 
producing party’s technology, research and development, business affairs and pricing, and any 
information supplied by any New Service Customer, Transmission Owner, or other 
Interconnection Party or Construction Party to another such party prior to the execution of an 
Interconnection Service Agreement or a Construction Service Agreement. 
 
Congestion Price: 
 
“Congestion Price” shall mean the congestion component of the Locational Marginal Price, 
which is the effect on transmission congestion costs (whether positive or negative) associated 
with increasing the output of a generation resource or decreasing the consumption by a Demand 
Resource, based on the effect of increased generation from or consumption by the resource on 
transmission line loadings, calculated as specified in Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix, section 2. 
 
Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or 
Transmission Owners Agreement: 
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“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or 
“Transmission Owners Agreement” shall mean the certain Consolidated Transmission Owners 
Agreement dated as of December 15, 2005, by and among the Transmission Owners and by and 
between the Transmission Owners and PJM Interconnection, L.L.C. on file with the 
Commission, as amended from time to time. 
 
Constraint Relaxation Logic:  
 
“Constraint Relaxation Logic” shall mean the logic applied in the market clearing software 
where the transmission limit is increased to prevent the Transmission Constraint Penalty Factor 
from setting the Marginal Value of a transmission constraint.  
 
Constructing Entity: 
 
“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 
depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 
applicable Construction Service Agreement; this term shall also be used to refer to an 
Interconnection Customer with respect to the construction of the Customer Interconnection 
Facilities. 
 
Construction Party: 
 
“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 
Parties” shall mean all of the Parties to a Construction Service Agreement. 
 
Construction Service Agreement: 
 
“Construction Service Agreement” shall mean either an Interconnection Construction Service 
Agreement or an Upgrade Construction Service Agreement. 
 
Contingent Facilities: 
 
“Contingent Facilities” shall mean those unbuilt Interconnection Facilities and Network 
Upgrades upon which the Interconnection Request’s costs, timing, and study findings are 
dependent and, if delayed or not built, could cause a need for restudies of the Interconnection 
Request or a reassessment of the Interconnection Facilities and/or Network Upgrades and/or 
costs and timing. 
 
Continuous Mode: 
 
“Continuous Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource that includes both negative and positive megawatt 
quantities (i.e., the Energy Storage Resource Model Participant or Open-Loop Hybrid Resource 
is capable of continually and immediately transitioning from withdrawing megawatt quantities 
from the grid to injecting megawatt quantities onto the grid or injecting megawatts to 
withdrawing megawatts).  Energy Storage Resource Model Participants or Open-Loop Hybrid 
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Resource operating in Continuous Mode are considered to have an unlimited ramp rate.  
Continuous Mode requires Discharge Economic Maximum Megawatts to be zero or correspond 
to an injection, and Charge Economic Maximum Megawatts to be zero or correspond to a 
withdrawal. 
 
Control Area: 
 
“Control Area” shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common automatic generation 
control scheme is applied in order to: 
 
 (1) match the power output of the generators within the electric power system(s) and 
energy purchased from entities outside the electric power system(s), with the load within the 
electric power system(s); 
 
 (2) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
 
 (3) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice; and 
 
 (4) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
 
Control Zone: 
 
“Control Zone” shall have the meaning given in the Operating Agreement. 
 
Controllable A.C. Merchant Transmission Facilities: 
 
“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 
employ technology which Transmission Provider reviews and verifies will permit control of 
the amount and/or direction of power flow on such facilities to such extent as to effectively 
enable the controllable facilities to be operated as if they were direct current transmission 
facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 
IV and Tariff, Part VI. 
 
Coordinated External Transaction: 
 
“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix, section 1.13. 
 
Coordinated Transaction Scheduling: 
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“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.13. 
 
Corporate Guaranty: 
 
“Corporate Guaranty” shall mean a legal document, in a form acceptable to PJM and/or 
PJMSettlement, used by a Credit Affiliate of an entity to guaranty the obligations of another 
entity. 
 
Cost of New Entry: 
 
“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 
as determined in accordance with Tariff, Attachment DD, section 5. 
 
Costs: 
 
As used in Tariff, Part IV, Tariff, Part VI and related attachments, “Costs” shall mean costs and 
expenses, as estimated or calculated, as applicable, including, but not limited to, capital 
expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 
Incidental Expenses. 
 
Counterparty:  
 
“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 
and not as an agent, to an agreement or transaction with a Market Participant or other entities, 
including the agreements and transactions with customers regarding transmission service and 
other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 
be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s self-
supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to the 
Office of the Interconnection to the extent that energy serves that Member’s own load. 
 
Credit Affiliate: 
 
“Credit Affiliate” shall mean Principals, corporations, partnerships, firms, joint ventures, 
associations, joint stock companies, trusts, unincorporated organizations or entities, one of which 
directly or indirectly controls the other or that are both under common Control. “Control,” as that 
term is used in this definition, shall mean the possession, directly or indirectly, of the power to 
direct the management or policies of a person or an entity. 
 
Credit Available for Export Transactions: 
 
“Credit Available for Export Transactions” shall mean a designation of credit to be used for 
Export Transactions that is allocated by each Market Participant from its Credit Available for 
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Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 
Transactions accordingly. 
 
Credit Available for Virtual Transactions: 
 
“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 
Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 
Market Activity requirement plus available credit submitted above that amount, less any unpaid 
billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 
PJMSettlement to the Market Participant, less any applicable credit required for Minimum 
Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 
defined in Tariff, Attachment Q. 
 
Credit Breach: 
 
“Credit Breach” shall mean (a) the failure of a Participant to perform, observe, meet or comply 
with any requirements of Tariff, Attachment Q or other provisions of the Agreements, other than 
a Financial Default, or (b) a determination by PJM and notice to the Participant that a Participant 
represents an unreasonable credit risk to the PJM Markets; that, in either event, has not been 
cured or remedied after any required notice has been given and any cure period has elapsed. 
 
Credit-Limited Offer: 
 
“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 
RPM Auction subject to a maximum credit requirement specified by such Market Participant. 
 
Credit Support Default: 
 
“Credit Support Default,” shall mean (a) the failure of any Guarantor of a Market Participant to 
make any payment, or to perform, observe, meet or comply with any provisions of the applicable 
Guaranty or Credit Support Document that has not been cured or remedied, after any required 
notice has been given and an opportunity to cure (if any) has elapsed, (b) a representation made 
or deemed made by a Guarantor in any Credit Support Document that proves to be false, 
incorrect or misleading in any material respect when made or deemed made, (c) the failure of a 
Guaranty or other Credit Support Document to be in full force and effect prior to the satisfaction 
of all obligations of such Participant to PJM, without PJM’s consent, or (d) a Guarantor 
repudiating, disaffirming, disclaiming or rejecting, in whole or in part, its obligations under the 
Guaranty or challenging the validity of the Guaranty.  
 
Credit Support Document:  
 
“Credit Support Document” shall mean any agreement or instrument in any way guaranteeing or 
securing any or all of a Participant’s obligations under the Agreements (including, without 
limitation, the provisions of Tariff, Attachment Q), any agreement entered into under, pursuant 
to, or in connection with the Agreements or any agreement entered into under, pursuant to, or in 
connection with the Agreements and/or any other agreement to which PJM, PJMSettlement and 
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the Participant are parties, including, without limitation, any Corporate Guaranty, Letter of 
Credit, or agreement granting PJM and PJMSettlement a security interest. 
 
Critical Natural Gas Infrastructure:  
 
“Critical Natural Gas Infrastructure” shall mean locations with electrical loads that are involved 
in natural gas production, processing, intrastate and interstate transmission and distribution 
pipeline facility as defined by NERC/FERC standard(s); and until such NERC/FERC standard(s) 
is developed, is defined as electric loads that are involved in natural gas production, processing, 
intrastate and interstate transmission and distribution pipeline facility, which if curtailed, will 
impact the delivery of natural gas to bulk-power system natural gas-fired generation. 
 
Cross-Border: 
 
When used to describe Network Integration Transmission Service, Network External Designated 
Transmission Service or Point-to-Point Transmission Service, “Cross-Border” shall mean 
transmission service where the capacity and/or energy is delivered from a resource that is not 
part of the PJM Transmission System and/or to load that is not part of the PJM Transmission 
System. 
 
CTS Enabled Interface: 
 
“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”). The CTS Enabled Interfaces between the PJM Control Area 
and the New York Independent System Operator, Inc. Control Area shall be designated in the 
Joint Operating Agreement Among and Between New York Independent System Operator Inc. 
and PJM Interconnection, L.L.C., Schedule A (PJM Rate Schedule FERC No. 45).  The CTS 
Enabled Interfaces between the PJM Control Area and the Midcontinent Independent System 
Operator, Inc. shall be designated consistent with Attachment 3, section 2 of the Joint Operating 
Agreement between Midcontinent Independent System Operator, Inc. and PJM Interconnection, 
L.L.C. 
 
CTS Interface Bid: 
 
“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix, section 1.13. 
 
Curtailment: 
 
“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 
transfer capability shortage as a result of system reliability conditions. 
 
Curtailment Service Provider: 
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“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which 
action on behalf of itself or one or more other Members or non-Members, participates in the PJM 
Interchange Energy Market, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand. 
 
Customer Facility: 
 
“Customer Facility” shall mean Generation Facilities or Merchant Transmission Facilities 
interconnected with or added to the Transmission System pursuant to an Interconnection Request 
under Tariff, Part IV. 
 
Customer-Funded Upgrade: 
 
“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 
Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 
an Eligible Customer pursuant to Tariff, Part VI, section 217, or (ii) is voluntarily undertaken by 
a New Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local 
Upgrade or Merchant Network Upgrade or other transmission expansion or enhancement shall be 
a Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate 
base of a public utility on which a regulated return is earned. 
 
Customer Interconnection Facilities: 
 
“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 
controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 
side of the Point of Interconnection identified in the appropriate appendices to the 
Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 
including any modifications, additions, or upgrades made to such facilities and equipment, that 
are necessary to physically and electrically interconnect the Customer Facility with the 
Transmission System. 
 
Daily Deficiency Rate: 
 
“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 
Tariff, Attachment DD, section 7, Tariff, Attachment DD, section 8, Tariff, Attachment DD, 
section 9, or Tariff, Attachment DD, section 13. 
 
Daily Unforced Capacity Obligation: 
 
“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with  Reliability Assurance 
Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 
8.1. 
 
Day-ahead Congestion Price: 

Page 13



 
“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market. 
 
Day-ahead Energy Market: 
 
“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of 
energy and payment of Transmission Congestion Charges developed by the Office of the 
Interconnection as a result of the offers and specifications submitted in accordance with 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.10. 
 
Day-ahead Energy Market Injection Congestion Credits: 
 
“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 
paid to Market Participants for supply transactions in the Day-ahead Energy Market including 
generation schedules, Increment Offers, Up-to Congestion Transactions, import transactions, and 
Day-Ahead Pseudo-Tie Transactions. 
 
Day-ahead Energy Market Transmission Congestion Charges: 
 
“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of Day-
ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead Energy 
Market Injection Congestion Credits plus any congestion charges calculated pursuant to the Joint 
Operating Agreement between the Midcontinent Independent Transmission System Operator, 
Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any congestion 
charges calculated pursuant to the Joint Operating Agreement Among and Between New York 
Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 
No. 45), plus any congestion charges calculated pursuant to agreements between the Office of 
the Interconnection and other entities, as applicable)]. 
 
Day-ahead Energy Market Withdrawal Congestion Charges: 
 
“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 
charges collected from Market Participants for withdrawal transactions in the Day-ahead Energy 
Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 
Transactions, Export Transactions, and Day-Ahead Pseudo-Tie Transactions. 
 
Day-ahead Loss Price: 
 
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 
 
Day-ahead Prices: 
 
“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market. 
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Day-Ahead Pseudo-Tie Transaction:  
 
“Day-Ahead Pseudo-Tie Transaction” shall mean a transaction scheduled in the Day-ahead 
Energy Market to the PJM-MISO interface from a generator within the PJM balancing authority 
area that Pseudo-Ties into the MISO balancing authority area. 
 
Day-ahead Settlement Interval:  

 
“Day-ahead Settlement Interval” shall mean the interval used by settlements, which shall be 
every one clock hour.  
 
Day-ahead System Energy Price: 
 
“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market. 
 
Deactivation: 
 
“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 
Part V. 
 
Deactivation Avoidable Cost Credit: 
 
“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 
to Tariff, Part V, section 114. 
 
Deactivation Avoidable Cost Rate: 
 
“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 
Part V, section 115. 
 
Deactivation Date: 
 
“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 
or mothballed and ceases to operate. 
 
Decrement Bid: 
 
“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market. 
 
Default: 
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As used in the Interconnection Service Agreement and Construction Service Agreement, 
“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 
applicable provisions of an Interconnection Service Agreement or Construction Service 
Agreement. 
 
Delivering Party: 
 
“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 
Point(s) of Receipt. 
 
Delivery Year: 
 
“Delivery Year” shall mean the Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, or pursuant to an FRR 
Capacity Plan under Reliability Assurance Agreement, Schedule 8.1. 
 
Demand Bid: 
 
“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.   
 
Demand Bid Limit: 
 
“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-
Appendix, section 1.10.1B. 
 
Demand Bid Screening: 
 
“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 
pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix, section 1.10.1B. 
 
Demand Resource: 
 
“Demand Resource” shall mean a resource with the capability to provide a reduction in demand. 
 
Demand Resource Factor or DR Factor: 
 
“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 
Assurance Agreement. 
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DER Aggregation Resource: 
 
“DER Aggregation Resource” shall be comprised of one or more Component DER.  A DER 
Aggregation Resource is used by a DER Aggregator to participate in the energy, capacity, and/or 
ancillary services markets of PJM through the DER Aggregator Participation Model.  A DER 
Aggregation Resource is capable of satisfying a minimum energy and/or ancillary services 
market offer of 100 kW.  The market participation eligibility of a DER Aggregation Resource 
shall be determined in accordance with the physical and operational characteristics of the 
underlying Component DER that comprise the DER Aggregation Resource. 
 
DER Aggregator: 
 
“DER Aggregator” shall mean an entity that is a Market Participant that: (i) uses one or more 
DER Aggregation Resources to participate in the energy, capacity, and/or ancillary services 
markets of PJM through the DER Aggregator Participation Model; and (ii) has a fully-executed 
DER Aggregator Participation Service Agreement. 
 
DER Aggregator Participation Model: 
 
“DER Aggregator Participation Model” shall mean the participation model described in Tariff, 
Attachment K-Appendix, section 1.4B. 
 
DER Capacity Aggregation Resource: 
 
“DER Capacity Aggregation Resource” shall mean one or more DER Aggregation Resource that 
participates in the Reliability Pricing Model, capable of satisfying a minimum capacity market 
offer of 100 kW, or is otherwise treated as capacity in PJM’s markets, such as through a Fixed 
Resource Requirement Capacity Plan, for the 2028/2029 Delivery Year and all subsequent 
Delivery Years.   
 
Designated Agent: 
 
“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 
Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 
Customer required under the Tariff. 
 
Designated Entity: 
 
“Designated Entity” shall have the same meaning provided in the Operating Agreement. 
 
Direct Assignment Facilities: 
 
“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 
for the sole use/benefit of a particular Transmission Customer requesting service under the 
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Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs 
service to the Transmission Customer and shall be subject to Commission approval. 
 
Direct Charging Energy: 
 
“Direct Charging Energy” shall mean the energy that an Energy Storage Resource or Open-Loop 
Hybrid Resource purchases from the PJM Interchange Energy Market and (i) later resells to the 
PJM Interchange Energy Market; or (ii) is lost to conversion inefficiencies, provided that such 
inefficiencies are an unavoidable component of the conversion, storage, and discharge process 
that is used to resell energy back to the PJM Interchange Energy Market. 
 
Direct Load Control: 
 
“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions. 
 
Discharge Economic Maximum Megawatts: 
 
“Discharge Economic Maximum Megawatts” shall mean the maximum megawatt power output 
available for discharge in economic dispatch by an Energy Storage Resource Model Participant 
or Open-Loop Hybrid Resource in Continuous Mode or in Discharge Mode. Discharge 
Economic Maximum Megawatts shall be the Economic Maximum for an Energy Storage 
Resource or Open-Loop Hybrid Resource in Discharge Mode or in Continuous Mode. 
 
Discharge Economic Minimum Megawatts: 
 
“Discharge Economic Minimum Megawatts” shall mean the minimum megawatt power output 
available for discharge in economic dispatch by an Energy Storage Resource Model Participant 
or Open-Loop Hybrid Resource in Discharge Mode.  Discharge Economic Minimum Megawatts 
shall be the Economic Minimum for an Energy Storage Resource or Open-Loop Hybrid 
Resource in Discharge Mode. 
 
Discharge Mode: 
 
“Discharge Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource that only includes positive megawatt quantities (i.e., 
the Energy Storage Resource Model Participant or Open-Loop Hybrid Resource is only injecting 
megawatts onto the grid).   
 
Discharge Ramp Rate: 
 
“Discharge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource 
Model Participant or Open-Loop Hybrid Resource in Discharge Mode. 
 
Dispatch Rate: 
 

Page 18



“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour, 
calculated and transmitted continuously and dynamically to direct the output level of all 
generation resources dispatched by the Office of the Interconnection in accordance with the 
Offer Data. 
 
Dispatched Charging Energy:   
 
“Dispatched Charging Energy” shall mean Direct Charging Energy that an Energy Storage 
Resource Model Participant or Open-Loop Hybrid Resource receives from the electric grid 
pursuant to PJM dispatch while providing one of the following services in the PJM markets: 
Energy Imbalance Service pursuant to Tariff, Schedule 4; Regulation; Tier 2 Synchronized 
Reserves; or Reactive Service.  Energy Storage Resource Model Participants and Open-Loop 
Hybrid Resource shall be considered to be providing Energy Imbalance Service when they are 
dispatchable by PJM in real-time.   
 
Dynamic Schedule: 
 
“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement. 
 
Dynamic Transfer: 
 
“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement. 
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Definitions – R - S 
 
Ramping Capability: 
 
“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts 
per minute. 
 
Rating Agency: 
 
“Rating Agency” shall mean a Nationally Recognized Statistical Rating Organization that 
assesses the financial condition, strength and stability of companies and governmental entities 
and their ability to timely make principal and interest payments on their debts and the likelihood 
of default, and assigns a rating that reflects its assessment of the ability of the company or 
governmental entity to make the debt payments. 
 
Real-time Congestion Price: 
 
“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the 
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Real-time Loss Price: 
 
“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the 
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Real-time Energy Market: 
 
“Real-time Energy Market” shall mean the purchase or sale of energy and payment of 
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in 
the Operating Day. 
 
Real-time Offer: 
 
“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or 
market-based offer for a clock hour, submitted for use after the close of the Day-ahead Energy 
Market. 
 
Real-time Prices: 
 
“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the 
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Real-time Settlement Interval: 
 
“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every 
five minutes. 
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Real-time System Energy Price: 
 
“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office 
of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Reasonable Efforts: 
 
“Reasonable Efforts” shall mean, with respect to any action required to be made, attempted, or 
taken by an Interconnection Party or by a Construction Party under Tariff, Part IV or Tariff, Part 
VI, an Interconnection Service Agreement, or a Construction Service Agreement, such efforts as 
are timely and consistent with Good Utility Practice and with efforts that such party would 
undertake for the protection of its own interests. 
 
Receiving Party: 
 
“Receiving Party” shall mean the entity receiving the capacity and energy transmitted by the 
Transmission Provider to Point(s) of Delivery. 
 
Referral: 
 
“Referral” shall mean a formal report of the Market Monitoring Unit to the Commission for 
investigation of behavior of a Market Participant, of behavior of PJM, or of a market design 
flaw, pursuant to Tariff, Attachment M, section IV.I. 
 
Reference Resource: 
 
For Delivery Years up to and including the 2025/2026 Delivery Year, “Reference Resource” 
shall mean a combustion turbine generating station, configured with a single General Electric 
Frame 7HA turbine with evaporative cooling, Selective Catalytic Reduction technology, dual 
fuel capability, and a heat rate of 9.134 Mmbtu/ MWh.  For the 2026/2027 Delivery Year and 
subsequent Delivery Years, “Reference Resource” shall mean, for all CONE Areas, a 
combustion turbine generating station, configured with a single General Electric Frame 7HA 
turbine with evaporative cooling, Selective Catalytic Reduction technology, dual fuel capability, 
and a heat rate of 9.189 Mmbtu/MWh. 
 
Regional Entity: 
 
“Regional Entity” shall have the same meaning specified in the Operating Agreement. 
 
Regional Network Integration Transmission Service:  
 
“Regional Network Integration Transmission Service” shall mean firm transmission service 
taken by Network Customers that involves the delivery of energy and/or capacity from Network 
Resources physically interconnected to the Transmission Provider’s transmission system to 
Network Load physically interconnected to the Transmission Provider’s transmission system. 
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Regional Transmission Expansion Plan: 
 
“Regional Transmission Expansion Plan” shall mean the plan prepared by the Office of the 
Interconnection pursuant to Operating Agreement, Schedule 6 for the enhancement and 
expansion of the Transmission System in order to meet the demands for firm transmission 
service in the PJM Region. 
 
Regional Transmission Group (RTG): 
 
“Regional Transmission Group” or “RTG” shall mean a voluntary organization of transmission 
owners, transmission users and other entities approved by the Commission to efficiently 
coordinate transmission planning (and expansion), operation and use on a regional (and 
interregional) basis. 
 
Regulation: 
 
“Regulation” shall mean the capability of a specific generation resource or Demand Resource 
with appropriate telecommunications, control and response capability to separately increase and 
decrease its output or adjust load in response to a regulating control signal, in accordance with 
the specifications in the PJM Manuals. 
 
Regulation Requirement: 
 
“Regulation Requirement” shall mean the required megawatts of performance-adjusted 
Regulation capability to be maintained in a Regulation Zone. The Regulation Requirement is 
defined as a set megawatt value by commitment interval and can increase to account for 
additional operational uncertainty, in accordance with the PJM Manuals. 
 
Regulation Zone: 
 
“Regulation Zone” shall mean any of those one or more geographic areas, each consisting of a 
combination of one or more Control Zone(s) as designated by the Office of the Interconnection 
in the PJM Manuals, relevant to provision of, and requirements for, regulation service. 
 
Relevant Electric Retail Regulatory Authority: 
 
“Relevant Electric Retail Regulatory Authority” shall mean an entity that has jurisdiction over 
and establishes prices and policies for competition for providers of retail electric service to end-
customers, such as the city council for a municipal utility, the governing board of a cooperative 
utility, the state public utility commission or any other such entity. 
 
Reliability Assurance Agreement or PJM Reliability Assurance Agreement: 
 
“Reliability Assurance Agreement” or “PJM Reliability Assurance Agreement” shall mean that 
certain Reliability Assurance Agreement Among Load Serving Entities in the PJM Region, on 
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file with FERC as PJM Interconnection L.L.C. Rate Schedule FERC No. 44, and as amended 
from time to time thereafter. 
 
Reliability Pricing Model Auction: 
 
“Reliability Pricing Model Auction” or “RPM Auction” shall mean the Base Residual Auction or 
any Incremental Auction. 
 
Required Transmission Enhancements: 
 
“Regional Transmission Enhancements” shall mean enhancements and expansions of the 
Transmission System that (1) a Regional Transmission Expansion Plan developed pursuant to 
Operating Agreement, Schedule 6 or (2) any joint planning or coordination agreement between 
PJM and another region or transmission planning authority set forth in Tariff, Schedule 12-
Appendix B (“Appendix B Agreement”) designates one or more of the Transmission Owner(s) to 
construct and own or finance.  Required Transmission Enhancements shall also include 
enhancements and expansions of facilities in another region or planning authority that meet the 
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have 
been classified as transmission facilities in a ruling by FERC addressing such facilities 
constructed pursuant to an Appendix B Agreement cost responsibility for which has been 
assigned at least in part to PJM pursuant to such Appendix B Agreement.  
 
Reserved Capacity: 
 
“Reserved Capacity” shall mean the maximum amount of capacity and energy that the 
Transmission Provider agrees to transmit for the Transmission Customer over the Transmission 
Provider’s Transmission System between the Point(s) of Receipt and the Point(s) of Delivery 
under Tariff, Part II.  Reserved Capacity shall be expressed in terms of whole megawatts on a 
sixty (60) minute interval (commencing on the clock hour) basis. 
 
Reserve Penalty Factor: 
 
“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a 
specific reserve requirement in a Reserve Zone or Reserve Sub-zone.  A Reserve Penalty Factor 
will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone. 
 
Reserve Sub-zone: 
 
“Reserve Sub-zone” shall mean any of those geographic areas wholly contained within a Reserve 
Zone, consisting of a combination of a portion of one or more Control Zone(s) as designated by 
the Office of the Interconnection in the PJM Manuals, relevant to provision of, and requirements 
for, reserve service. 
 
Reserve Zone: 
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“Reserve Zone” shall mean any of those geographic areas consisting of a combination of one or 
more Control Zone(s), as designated by the Office of the Interconnection in the PJM Manuals, 
relevant to provision of, and requirements for, reserve service. 
 
Residual Auction Revenue Rights: 
 
“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights 
created within a Planning Period by an increase in transmission system capability, including the 
return to service of existing transmission capability, that was not modeled pursuant to Operating 
Agreement, Schedule 1, section 7.5 and the parallel provisions of  Tariff, Attachment K-
Appendix, section 7.5 in compliance with Operating Agreement, Schedule 1, section 7.4.2 (h) 
and the parallel provisions of Tariff, Attachment K-Appendix, section 7.4.2(h), and, if modeled, 
would have increased the amount of stage 1 Auction Revenue Rights allocated pursuant to 
Operating Agreement, Schedule 1, section 7.4.2 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 7.4.2; provided that, the foregoing notwithstanding, Residual Auction 
Revenue Rights shall exclude: 1) Incremental Auction Revenue Rights allocated pursuant to 
Tariff, Part VI;  and 2) Auction Revenue Rights allocated to entities that are assigned cost 
responsibility pursuant to Operating Agreement, Schedule 6 for  transmission upgrades that 
create such rights. 
 
Residual Metered Load: 
 
“Residual Metered Load” shall mean all load remaining in an electric distribution company’s 
fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities 
serving load in such area(s) or territory(ies) has been carved out. 
 
Resource Substitution Charge: 
 
“Resource Substitution Charge” shall mean a charge assessed on Capacity Market Buyers in an 
Incremental Auction to recover the cost of replacement Capacity Resources. 
 
Responsible Customer: 
 
“Responsible Customer” shall mean customers using Interim Network Integration Transmission 
Service, Firm Contract Demand Transmission Service, Non-Firm Contract Demand 
Transmission Service, Point-to-Point Transmission Service and/or Network Integration 
Transmission Service and Merchant Transmission Facility owners, which are assigned cost 
responsibility for Transmission Enhancement Charges as determined pursuant to Tariff, 
Schedule 12. 
 
Restricted Collateral: 
 
“Restricted Collateral” shall mean Collateral, held by PJM or PJMSettlement, which cannot be 
used, netted, credited or spent by the Participant to satisfy any other obligations. 
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Revenue Data for Settlements: 
 
“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as 
determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of 
Operating Agreement, Schedule 1. 
 
RPM Seller Credit: 
  
“RPM Seller Credit” shall mean an additional form of Unsecured Credit defined in Tariff, 
Attachment Q, section VI. 
 
Scheduled Incremental Auctions: 
 
“Scheduled Incremental Auctions” shall refer to the First, Second, or Third Incremental Auction. 
 
Schedule of Work: 
 
“Schedule of Work” shall mean that schedule attached to the Interconnection Construction 
Service Agreement setting forth the timing of work to be performed by the Constructing Entity 
pursuant to the Interconnection Construction Service Agreement, based upon the Facilities Study 
and subject to modification, as required, in accordance with Transmission Provider’s scope 
change process for interconnection projects set forth in the PJM Manuals. 
 
Scope of Work: 
 
“Scope of Work” shall mean that scope of the work attached as a schedule to the Interconnection 
Construction Service Agreement and to be performed by the Constructing Entity(ies) pursuant to 
the Interconnection Construction Service Agreement, provided that such Scope of Work may be 
modified, as required, in accordance with Transmission Provider’s scope change process for 
interconnection projects set forth in the PJM Manuals. 
 
Seasonal Capacity Performance Resource: 
 
“Seasonal Capacity Performance Resource” shall have the same meaning specified in Tariff, 
Attachment DD, section 5.5A. 
 
Secondary Reserve:  
 
“Secondary Reserve” shall mean the reserve capability of generation resources that can be 
converted fully into energy or Economic Load Response Participant resources whose demand can 
be reduced within 30 minutes (less the capability of such resources to provide Primary Reserve), 
from the request of the Office of the Interconnection, regardless of whether the equipment 
providing the reserve is electrically synchronized to the Transmission System or not. 
 
Secondary Systems: 
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“Secondary Systems” shall mean control or power circuits that operate below 600 volts, AC or 
DC, including, but not limited to, any hardware, control or protective devices, cables, conductors, 
electric raceways, secondary equipment panels, transducers, batteries, chargers, and voltage and 
current transformers. 
 
Second Incremental Auction: 
 
“Second Incremental Auction” shall mean an Incremental Auction conducted ten months before 
the Delivery Year to which it relates.   
 
Security: 
 
“Security” shall mean the security provided by the New Service Customer pursuant to Tariff, 
section 212.4 or Tariff, Part VI, section 213.4 to secure the New Service Customer’s responsibility 
for Costs under the Interconnection Service Agreement or Upgrade Construction Service 
Agreement and Tariff, Part VI, section 217.  
 
Segment:  
“Segment” shall have the same meaning as described in Operating Agreement, Schedule 1, 
section 3.2.3(e), and the parallel provisions of Tariff, Attachment K-Appendix, section 3.2.3(e). 
 
Self-Supply: 
 
“Self-Supply” shall mean Capacity Resources secured by a Load-Serving Entity, by ownership 
or contract, outside a Reliability Pricing Model Auction, and used to meet obligations under this 
Attachment or the Reliability Assurance Agreement through submission in a Base Residual 
Auction or an Incremental Auction of a Sell Offer indicating such Market Seller’s intent that 
such Capacity Resource be Self-Supply.  Self-Supply may be either committed regardless of 
clearing price or submitted as a Sell Offer with a price bid. A Load Serving Entity's Sell Offer 
with a price bid for an owned or contracted Capacity Resource shall not be deemed “Self-
Supply,” unless it is designated as Self-Supply and used by the LSE to meet obligations under 
this Attachment or the Reliability Assurance Agreement. 
 
Self-Supply Entity: 
 
“Self-Supply Entity” shall mean the following types of Load Serving Entity that operate under 
long-standing business models: single customer entity, public power entity, or vertically 
integrated utility, where “vertically integrated utility” means a utility that owns generation, 
includes such generation in its regulated rates, and earns a regulated return on its investment in 
such generation or receives any cost recovery for such generation through bilateral contracts; 
“single customer entity”  means a Load Serving Entity that serves at retail only customers that 
are under common control with such Load Serving Entity, where such control means holding 
51% or more of the voting securities or voting interests of the Load Serving Entity and all its 
retail customers; and “public power entity” means cooperative and municipal utilities, including 
public power supply entities comprised of either or both of the same and rural electric 
cooperatives, and joint action agencies. 
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Self-Supply Seller: 
 
“Self-Supply Seller” shall mean, for purposes of evaluating Buyer-Side Market Power, the 
following types of Load Serving Entities that operate under long-standing business models: 
vertically integrated utility or public power entity, where “vertically integrated utility” means a 
utility that owns generation, includes such generation in its state-regulated rates, and earns a 
state-regulated return on its investment in such generation; and “public power entity” means 
electric cooperatives that are either rate regulated by the state or have their long-term resource 
plan approved or otherwise reviewed and accepted by a Relevant Electric Retail Regulatory 
Authority and municipal utilities or joint action agencies that are subject to direct regulation by a 
Relevant Electric Retail Regulatory Authority. 
 
Sell Offer: 
 
“Sell Offer” shall mean an offer to sell Capacity Resources in a Base Residual Auction, 
Incremental Auction, or Reliability Backstop Auction. 
 
Service Agreement: 
 
“Service Agreement” shall mean the initial agreement and any amendments or supplements thereto 
entered into by the Transmission Customer and the Transmission Provider for service under the 
Tariff. 
 
Service Commencement Date: 
 
“Service Commencement Date” shall mean the date the Transmission Provider begins to provide 
service pursuant to the terms of an executed Service Agreement, or the date the Transmission 
Provider begins to provide service in accordance with Tariff, Part II, section 15.3 or Tariff, Part 
III, section 29.1. 
 
Short-Term Firm Point-To-Point Transmission Service: 
 
“Short-Term Firm Point-To-Point Transmission Service” shall mean Firm Point-To-Point 
Transmission Service under Tariff, Part II with a term of less than one year. 
 
Short-term Project: 
 
“Short-term Project” shall have the same meaning provided in the Operating Agreement. 
 
Site: 
 
“Site” shall mean all of the real property, including but not limited to any leased real property and 
easements, on which the Customer Facility is situated and/or on which the Customer 
Interconnection Facilities are to be located. 
 

Page 27



 

 

Small Commercial Customer: 
 
“Small Commercial Customer,” as used in RAA, Schedule 6 and Tariff, Attachment DD-1, shall 
mean a commercial retail electric end-use customer of an electric distribution company that 
participates in a mass market demand response program under the jurisdiction of a RERRA and 
satisfies the definition of a “small commercial customer” under the terms of the applicable 
RERRA’s program, provided that the customer has an annual peak demand no greater than 
100kW. 
 
Small Generation Resource: 
 
“Small Generation Resource” shall mean an Interconnection Customer’s device of 20 MW or less 
for the production and/or storage for later injection of electricity identified in an Interconnection 
Request, but shall not include the Interconnection Customer’s Interconnection Facilities.  This 
term shall include Energy Storage Resources and/or other devices for storage for later injection of 
energy. 
 
Small Inverter Facility: 
 
“Small Inverter Facility” shall mean an Energy Resource that is a certified small inverter-based 
facility no larger than 10 kW. 
 
Small Inverter ISA: 
 
“Small Inverter ISA” shall mean an agreement among Transmission Provider, Interconnection 
Customer, and Interconnected Transmission Owner regarding interconnection of a Small Inverter 
Facility under Tariff, Part IV, section 112B. 
 
Special Member: 
 
 “Special Member” shall mean an entity that satisfies the requirements of Operating Agreement, 
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, 
section 1.5A.02, or the special membership provisions established under the Emergency Load 
Response and Pre-Emergency Load Response Programs. 
 
Spot Market Backup: 
 
“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the 
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt 
obligations of a bilateral contract that has been curtailed or interrupted for any reason. 
 
Spot Market Energy: 
 
“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJM 
Interchange Energy Market at System Energy Prices determined as specified in Operating 
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Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix, 
section 2. 
 
Start Additional Labor Costs: 
 
“Start Additional Labor Costs” shall mean additional labor costs for startup required above 
normal station manning levels.  
 
Start Fuel: 
 
For units without a soak process, “Start Fuel” shall consist of fuel consumed from first fire of the 
start process to first breaker closing, plus any fuel expended from last breaker opening to 
shutdown. 
 
For units with a soak process, “Start Fuel” is fuel consumed from first fire of the start process 
(initial reactor criticality for nuclear units) to dispatchable output (including auxiliary boiler 
fuel), plus any fuel expended from last breaker opening to shutdown, excluding normal plant 
heating/auxiliary equipment fuel requirements.  Start Fuel included for each temperature state 
from breaker closure to dispatchable output shall not exceed the unit specific soak time period 
reviewed and approved as part of the unit-specific parameter process detailed in Tariff, 
Attachment K-Appendix, section 6.6(c) or the defaults below: 

• Cold Soak Time = 0.73 * unit specific Minimum Run Time (in hours) 
• Intermediate Soak Time = 0.61 * unit specific Minimum Run Time (in hours) 
• Hot Soak Time = 0.43 * unit specific Minimum Run Time (in hours)   

 
Start-Up Costs: 
 
“Start-Up Costs” shall consist primarily of the cost of fuel, as determined by the unit’s start heat 
input (adjusted by the performance factor) times the fuel cost.  It also includes operating costs, 
Maintenance Adders, emissions allowances/adders, and station service cost.  Start-Up Costs can 
vary with the unit offline time being categorized in three unit temperature conditions: hot, 
intermediate and cold. 
 
For units with a steam turbine and a soak process (nuclear, steam, and combined cycle), “Start 
Fuel” is fuel consumed from first fire of start process (initial reactor criticality for nuclear units): 
Start-Up Costs shall mean the net unit costs from PJM’s notification to the level at which the unit 
can follow PJM’s dispatch, and from last breaker open to shutdown. 
 
For units without a steam turbine and no soak process (engines, combustion turbines, Intermittent 
Resources, and Energy Storage Resources): Start-Up Costs shall mean the unit costs from PJM’s 
notification to first breaker close and from last breaker open to shutdown.   
 
State: 
 
“State” shall mean the District of Columbia and any State or Commonwealth of the United States. 
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State Commission: 
 
“State Commission” shall mean any state regulatory agency having jurisdiction over retail 
electricity sales in any State in the PJM Region. 
 
State Estimator: 
 
“State Estimator” shall mean the computer model of power flows specified in Operating 
Agreement, Schedule 1, section 2.3 and the parallel provisions of Tariff, Attachment K-
Appendix, section 2.3. 
 
State of Charge: 
 
“State of Charge” shall mean the quantity of physical energy stored in an Energy Storage 
Resource Model Participant or in a storage component of a Hybrid Resource in proportion to its 
maximum State of Charge capability. State of Charge is quantified as defined in the PJM 
Manuals. 
 
State of Charge Management: 
 
“State of Charge Management” shall mean the control of State of Charge of an Energy Storage 
Resource Market Participant or a storage component of a Hybrid Resource using minimum and 
maximum discharge (and, as applicable, charge) limits, changes in operating mode (as 
applicable), discharging (and, as applicable, charging) offer curves, and self-scheduling of non-
dispatchable sales (and, as applicable, purchases) of energy in the PJM markets.  State of Charge 
Management shall not interfere with the obligation of a Market Seller of an Energy Storage 
Resource Model Participant or of a Hybrid Resource to follow PJM dispatch, consistent with all 
other resources. 
 
State Subsidy: 
 
“State Subsidy” shall mean a direct or indirect payment, concession, rebate, subsidy, non-
bypassable consumer charge, or other financial benefit that is as a result of any action, mandated 
process, or sponsored process of a state government, a political subdivision or agency of a state, 
or an electric cooperative formed pursuant to state law, and that  

(1) is derived from or connected to the procurement of (a) electricity or electric generation 
capacity sold at wholesale in interstate commerce, or (b) an attribute of the generation 
process for electricity or electric generation capacity sold at wholesale in interstate 
commerce; or 
(2) will support the construction, development, or operation of a new or existing Capacity 
Resource; or  
(3) could have the effect of allowing the unit to clear in any PJM capacity auction.  

Notwithstanding the foregoing, State Subsidy shall not include (a) payments, concessions, 
rebates, subsidies, or incentives designed to incent, or participation in a program, contract or 
other arrangement that utilizes criteria designed to incent or promote, general industrial 
development in an area or designed to incent siting facilities in that county or locality rather than 
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another county or locality; (b) state action that imposes a tax or assesses a charge utilizing the 
parameters of a regional program on a given set of resources notwithstanding the tax or cost 
having indirect benefits on resources not subject to the tax or cost (e.g., Regional Greenhouse 
Gas Initiative); (c) any indirect benefits to a Capacity Resource as a result of any transmission 
project approved as part of the Regional Transmission Expansion Plan; (d) any contract, legally 
enforceable obligation, or rate pursuant to the Public Utility Regulatory Policies Act or any other 
state-administered federal regulatory program (e.g., the Cross-State Air Pollution Rule); (e) any 
revenues from the sale or allocation, either direct or indirect, to an Entity Providing Supply 
Services to Default Retail Service Provider where such entity’s obligations was awarded through 
a state default procurement auction that was subject to independent oversight by a consultant or 
manager who certifies that the auction was conducted through a non-discriminatory and 
competitive bidding process, subject to the below condition, and provided further that nothing 
herein would exempt a Capacity Resource that would otherwise be subject to the minimum offer 
price rule pursuant to this Tariff; (f) any revenues for providing capacity as part of an FRR 
Capacity Plan or through bilateral transactions with FRR Entities; or (g) any voluntary and arm’s 
length bilateral transaction (including but not limited to those reported pursuant to Tariff, 
Attachment DD, section 4.6), such as a power purchase agreement or other similar contract 
where the buyer is a Self-Supply Entity and the transaction is (1) a short term transaction (one-
year or less) or (2) a long-term transaction that is the result of a competitive process that was not 
fuel-specific and is not used for the purpose of supporting uneconomic construction, 
development, or operation of the subject Capacity Resource, provided however that if the Self-
Supply Entity is responsible for offering the Capacity Resource into an RPM Auction, the 
specified amount of installed capacity purchased by such Self-Supply Entity shall be considered 
to receive a State Subsidy in the same manner, under the same conditions, and to the same extent 
as any other Capacity Resource of a Self-Supply Entity.  For purposes of subsection (e) of this 
definition, a state default procurement auction that has been certified to be a result of a non-
discriminatory and competitive bidding process shall: 

(i) have no conditions based on the ownership (except supplier diversity 
requirements or limits), location (except to meet PJM deliverability 
requirements), affiliation, fuel type, technology, or emissions of any resources or 
supply (except state-mandated renewable portfolio standards for which Capacity 
Resources are separately subject to the minimum offer price rule or eligible for an 
exemption); 

(ii) result in contracts between an Entity Providing Supply Services to Default Retail 
Service Provider and the electric distribution company for a retail default 
generation supply product and none of those contracts require that the retail 
obligation be sourced from any specific Capacity Resource or resource type as set 
forth in subsection (i) above; and 

(iii) establish market-based compensation for a retail default generation supply 
product that retail customers can avoid paying for by obtaining supply from a 
competitive retail supplier of their choice. 

 
Station Power: 
 
“Station Power” shall mean energy used for operating the electric equipment on the site of a 
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and 
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office equipment needs of buildings on the site of such a generation facility that are used in the 
operation, maintenance, or repair of the facility.  Station Power does not include any energy (i) 
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii) 
used in association with restoration or black start service; or (iv) that is Direct Charging Energy. 
 
Sub-meter: 
 
“Sub-meter” shall mean a metering point for electricity consumption that does not include all 
electricity consumption for the end-use customer as defined by the electric distribution company 
account number.  PJM shall only accept sub-meter load data from end-use customers for 
measurement and verification of Regulation service as set forth in the Economic Load Response 
rules and PJM Manuals. 
 
Summer-Period Capacity Performance Resource: 
 
“Summer-Period Capacity Performance Resource” shall have the same meaning specified in 
Tariff, Attachment DD, section 5.5A. 
 
Surplus Interconnection Customer: 
 
“Surplus Interconnection Customer” shall mean either an Interconnection Customer whose 
Generating Facility is already interconnected to the PJM Transmission System or one of its 
affiliates, or an unaffiliated entity that submits a Surplus Interconnection Request to utilize 
Surplus Interconnection Service within the Transmission System in the PJM Region.  A Surplus 
Interconnection Customer is not a New Service Customer.    
 
Surplus Interconnection Request: 
 
“Surplus Interconnection Request” shall mean a request submitted by a Surplus Interconnection 
Customer, pursuant to Tariff, Attachment RR, to utilize Surplus Interconnection Service within 
the Transmission System in the PJM Region.  A Surplus Interconnection Request is not a New 
Service Request. 
 
Surplus Interconnection Service: 
 
“Surplus Interconnection Service” shall mean any unneeded portion of Interconnection Service 
established in an Interconnection Service Agreement, such that if Surplus Interconnection Service 
is utilized, the total amount of Interconnection Service at the Point of Interconnection would 
remain the same. 
 
Switching and Tagging Rules: 
 
“Switching and Tagging Rules” shall mean the switching and tagging procedures of 
Interconnected Transmission Owners and Interconnection Customer as they may be amended 
from time to time.  
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Synchronized Reserve: 
 
“Synchronized Reserve” shall mean the 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 from the request of the Office of the Interconnection 
dispatcher, and is provided by equipment that is electrically synchronized to the Transmission 
System. 
 
Synchronized Reserve Event: 
 
“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 
generation resources and/or Economic Load Response Participant resources able, assigned or 
self-scheduled to provide Synchronized Reserve in one or more specified Reserve Zones or 
Reserve Sub-zones, within ten minutes, to increase the energy output or reduce load by a 
directed amount of the assigned or self-scheduled Synchronized Reserve. 
 
Synchronized Reserve Requirement: 
 
“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for 
additional reserves scheduled to address operational uncertainty.  The Synchronized Reserve 
Requirement is calculated in accordance with the PJM Manuals.  This requirement can only be 
satisfied by Synchronized Reserve resources. 
 
System Condition: 
 
“System Condition” shall mean a specified condition on the Transmission Provider’s system or on 
a neighboring system, such as a constrained transmission element or flowgate, that may trigger 
Curtailment of Long-Term Firm Point-to-Point Transmission Service using the curtailment 
priority pursuant to Tariff, Part II, section 13.6.  Such conditions must be identified in the 
Transmission Customer’s Service Agreement. 
 
System Energy Price: 
 
“System Energy Price” shall mean the energy component of the Locational Marginal Price, 
which is the price at which the Market Seller has offered to supply an additional increment of 
energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2 
and the parallel provisions of Tariff, Attachment K-Appendix, section 2. 
 
System Impact Study: 
 
“System Impact Study” shall mean an assessment by the Transmission Provider of (i) the adequacy 
of the Transmission System to accommodate a Completed Application, an Interconnection 
Request or an Upgrade Request, (ii) whether any additional costs may be incurred in order to 
provide such transmission service or to accommodate an Interconnection Request, and (iii) with 
respect to an Interconnection Request, an estimated date that an Interconnection Customer’s 
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Customer Facility can be interconnected with the Transmission System and an estimate of the 
Interconnection Customer’s cost responsibility for the interconnection; and (iv) with respect to an 
Upgrade Request, the estimated cost of the requested system upgrades or expansion, or of the cost 
of the system upgrades or expansion, necessary to provide the requested incremental rights. 
 
System Protection Facilities: 
 
“System Protection Facilities” shall refer to the equipment required to protect (i) the Transmission 
System, other delivery systems and/or other generating systems connected to the Transmission 
System from faults or other electrical disturbance occurring at or on the Customer Facility, and (ii) 
the Customer Facility from faults or other electrical system disturbance occurring on the 
Transmission System or on other delivery systems and/or other generating systems to which the 
Transmission System is directly or indirectly connected.  System Protection Facilities shall include 
such protective and regulating devices as are identified in the Applicable Technical Requirements 
and Standards or that are required by Applicable Laws and Regulations or other Applicable 
Standards, or as are otherwise necessary to protect personnel and equipment and to minimize 
deleterious effects to the Transmission System arising from the Customer Facility. 
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706 Rates and Charges 
 
Eligible Customers taking Interim Network Integration Transmission Service shall pay the 
charges set forth in this Section 706. 
 
706.1 Monthly Demand Charge 
 
Eligible Customer shall pay a monthly Demand Charge for Zone Network Load and Non-Zone 
Network Load, which shall be determined as follows:  Eligible Customer’s measured demand 
amount (in MWs) multiplied by the applicable zonal Network Integration Transmission Service 
rate established pursuant to Section 34.1. 
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SCHEDULE 12 
Transmission Enhancement Charges 

 
(a) Establishment of Transmission Enhancement Charges.   
 
 (i) Establishment of Transmission Enhancement Charges by Transmission 
Owners and Entities That Will Become Transmission Owners.  One or more of the 
Transmission Owners may be designated to construct and own and/or finance Required 
Transmission Enhancements by (1) the Regional Transmission Expansion Plan periodically 
developed pursuant to Operating Agreement, Schedule 6 or (2) any joint planning or 
coordination agreement between PJM and another region or transmission planning authority set 
forth in Tariff, Schedule 12-Appendix B (“Appendix B Agreement”) (collectively, for purposes 
of this Schedule 12 only, “Regional Transmission Expansion Plan”).  Operating Agreement, 
Schedule 6, section 1.7 recognizes that Transmission Owners, subject to obtaining any necessary 
regulatory approvals, may seek to recover the costs of Required Transmission Enhancements and 
obligates PJMSettlement to collect on behalf of Transmission Owner(s) any charges established 
by Transmission Owners to recover the costs of Required Transmission Enhancements.  If a 
Transmission Owner is designated by the Regional Transmission Expansion Plan to construct 
and own and/or finance a Required Transmission Enhancement, such Transmission Owner may 
choose any of the following cost recovery mechanisms, subject to the crediting procedures set 
forth in section (e) below:  
 

(1) Decline to seek to recover the costs of Required Transmission Enhancements 
from customers until such time as it makes a filing pursuant to Section 205 of the Federal 
Power Act to revise its Network Integration Transmission Service rates; 
 
(2)  Make a filing pursuant Section 205 of the Federal Power Act and the FERC’s 
rules and regulations to establish the revenue requirement with respect to a Required 
Transmission Enhancement, without filing to revise its rates for Network Integration 
Transmission Service generally; or 
 
(3)  Establish the revenue requirement with respect to a Required Transmission 
Enhancement through the operation of a formula rate in effect applicable to its rates for 
Network Integration Transmission Service. 

 
A charge established to recover the revenue requirement with respect to a Required Transmission 
Enhancement is hereafter referred to as a “Transmission Enhancement Charge.”  Transmission 
Enhancement Charges of one or more Transmission Owners for Required Transmission 
Enhancements shall be established in accordance with this Schedule 12.    
 
 (ii) Establishment of Transmission Enhancement Charges With Respect to 
Required Transmission Enhancements Constructed by Entities in Another Region. The 
revenue requirement with respect to a Required Transmission Enhancement constructed pursuant 
to an Appendix B Agreement in another region by an entity designated by such other region shall 
be governed by the tariffs or agreements in effect in such region. Transmission Enhancement 
Charges to recover the costs of such Required Transmission Enhancement for which PJM is 
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responsible shall be determined in accordance with this Schedule 12.  Other than with respect to 
a Required Transmission Enhancement constructed pursuant to an Appendix B Agreement, no 
PJM Network or Transmission Customer will bear cost responsibility for any required 
transmission upgrades in another region as a consequence of a Required Transmission 
Enhancement included in the Regional Transmission Expansion Plan.   
 
 (iii) Transmission Facilities Not Eligible for Cost Responsibility Assignment.  Any 
alternating current (“A.C.”) facilities or direct current (“D.C.”) facilities that are Attachment 
Facilities, Local Upgrades, Merchant Network Upgrades, Merchant Transmission Facilities, 
Network Upgrades, Supplemental Projects, or any other Transmission Facilities that operate or 
are planned to be operated in a manner that requires customers to subscribe to transmission 
service over such facilities or to a portion of the electric capability of such facilities shall not be 
eligible for cost responsibility assignment pursuant to this Schedule 12.   
 
 (iv) Entities Not Yet Eligible to Become Transmission Owners.  For purposes of 
this Schedule 12 only, the term, “Transmission Owner,” shall include any entity that undertakes 
to construct and own and/or finance a Required Transmission Enhancement pursuant to a 
designation in the Regional Transmission Expansion Plan to construct and own and/or finance 
such Required Transmission Enhancement, even if such entity is not yet eligible to become a 
party to the Consolidated Transmission Owners Agreement.  Nothing in the PJM Tariff nor the 
Consolidated Transmission Owners Agreement shall prevent an entity that undertakes to 
construct and own and/or finance a Required Transmission Enhancement pursuant to a 
designation in the Regional Transmission Expansion Plan to construct and own and/or finance 
such Required Transmission Enhancement from recovering the costs of such Required 
Transmission Enhancement through this Schedule 12. 
 
 (v) Effective Date.  The assignment of cost responsibility or classification of 
Required Transmission Enhancements either (1) made by the Transmission Provider prior to 
February 1, 2013, or (2) applicable to Required Transmission Enhancements approved by the 
PJM Board pursuant to Operating Agreement, section 1.6 prior to February 1, 2013 are set forth 
in Tariff, Schedule 12-Appendix.  Except as specifically set forth herein, nothing in this 
Schedule 12 shall change the assignment of cost responsibility or classification of Required 
Transmission Enhancements included in Tariff, Schedule 12-Appendix.  The assignment of cost 
responsibility or classification of all other Required Transmission Enhancements shall be set 
forth in Tariff, Schedule 12-Appendix A.  
 
 
(b) Designation of Customers Subject to Transmission Enhancement Charges.   
 
 (i) Regional Facilities and Necessary Lower Voltage Facilities.  Transmission 
Provider shall assign cost responsibility on a region-wide basis for Required Transmission 
Enhancements included in the Regional Transmission Expansion Plan that (1) (a) are A.C. 
facilities that operate at or above 500 kV; (b) constitute a single Required Transmission 
Enhancement comprising two A.C. circuits operating at or above 345 kV and below 500 kV, 
where both circuits originate from a single substation or switching station at one end and 
terminate at a single substation or switching station at the other end, regardless of whether or not 
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the two circuits are routed in the same right-of-way (“Double-circuit 345 kV Required 
Transmission Enhancement”); (c) are A.C. or D.C. shunt reactive resources (such as capacitors, 
static var compensators, static synchronous condenser (STATCON), synchronous condensers, 
inductors, other shunt devices, or their equivalent) connected to a Transmission Facility 
described in clause (a) or (b) of this subsection, or (d) are D.C. facilities meeting the criteria set 
forth in subsection (b)(i)(D) (collectively, “Regional Facilities”), or (2) new A.C. Transmission 
Facilities or expansions or enhancements to existing Transmission Facilities that operate below 
500 kV (or 345 kV in the case of a Regional Facility described in clause (1)(b) of this 
subsection) or new D.C. Transmission Facilities that do not meet the criteria of subsection 
(b)(i)(D) that must be constructed or strengthened to support new Regional Facilities, based on 
the planning criteria used by the Transmission Provider in developing the applicable Regional 
Transmission Expansion Plan (“Necessary Lower Voltage Facilities”) as follows:  
 
  (A) Cost responsibility for Regional Facilities and Necessary Lower Voltage 
Facilities shall be allocated among Responsible Customers as defined in this Schedule 12 as 
follows: 
 
   (1) Fifty percent (50%) shall be assigned annually on a load-ratio 
share basis as follows: 

    (a) With respect to each Zone, using, consistent with Tariff, 
Part III, section 34.1, the applicable zonal loads at the time of such Zone’s annual peak load from 
the 12-month period ending October 31 preceding the calendar year for which the annual cost 
responsibility allocation is determined; and 

    (b) With respect to Merchant Transmission Facilities, (1) for 
the calendar year following the year in which it initiates operation, the actually awarded Firm 
Transmission Withdrawal Rights associated with its existing Merchant Transmission Facility; 
and (2) for all subsequent calendar years, the annual peak load of the Merchant Transmission 
Facility (not to exceed its actual Firm Transmission Withdrawal Rights) from the 12-month 
period ending October 31 of the calendar year preceding the calendar year for which the annual 
cost responsibility allocation is determined. 

(2) Fifty percent (50%) shall be assigned as follows: 

    (a) In the case of a Required Transmission Enhancement 
included in the Regional Transmission Expansion Plan to address one or more reliability 
violations or to address operational adequacy and performance issues (collectively, “Reliability 
Project”), in accordance with the distribution factor (“DFAX”) analysis described in subsection 
(b)(iii) or the analysis applicable to Regional Facilities that address stability issues described in 
subsection (b)(xviii) of this Schedule 12 as applicable; and 

    (b) In the case of a Required Transmission Enhancement 
included in the Regional Transmission Expansion Plan to relieve one or more economic 
constraints as described in Operating Agreement, Schedule 6, section 1.5.7(b)(iii) (“Economic 
Project”), in accordance with the methodology described in subsection (b)(v) of this Schedule 
12. 
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  (B) (1) Except for transformers that are an integral component of a Regional 
Facility, transformers connected to Lower Voltage Facilities, as defined in section (b)(ii) of this 
Schedule 12, shall not be considered Regional Facilities or Necessary Lower Voltage Facilities; 
and (2) Transmission Facilities that are not Regional Facilities and deliver energy from a 
Regional Facility to load shall not be considered Necessary Lower Voltage Facilities. 
  
  (C) With respect Required Transmission Enhancements that qualify as 
Regional Facilities under subsection (b)(i)(1)(b) or subsection (b)(i)(D)(2) of this Schedule 12: 
 
   (1) where the Required Transmission Enhancement includes both new 
Transmission Facilities and pre-existing Transmission Facilities, cost responsibility under this 
section (b)(i) shall apply only to the cost of the new Transmission Facilities plus the original cost 
less accumulated depreciation of pre-existing Transmission Facilities that are included in Tariff, 
Schedule 12-Appendix or Tariff, Schedule 12-Appendix A; 

   (2) cost responsibility shall be assigned under this section (b)(i) only 
after the Required Transmission Enhancement goes into service as a Double-circuit 345 kV 
Required Transmission Enhancement or a Double-circuit D.C. Required Transmission 
Enhancement; and  

   (3) cost responsibility shall be assigned under this section (b)(i) for 
any CWIP permitted to be recovered before the Required Transmission Enhancement goes into 
service only after such Transmission Facilities are approved in a Regional Transmission 
Expansion Plan as a Double-circuit 345 kV Required Transmission Enhancement or a Double-
circuit D.C. Required Transmission Enhancement. 

  (D) A Required Transmission Enhancement included in the Regional 
Transmission Expansion Plan that is a D.C. facility, consisting of D.C. lines (i.e., wires or 
cables) and A.C./D.C. converters, shall be a Regional Facility only if:  

   (1)  such D.C. facility comprises two poles and operates at a voltage of 
±433 kV D.C. or above; or 

   (2) such D.C. Facility constitutes a single Required Transmission 
Enhancement comprising two D.C. circuits where (i) both circuits originate from a single 
substation or switching station at one end and terminate at a single substation or switching 
station at the other end, regardless of whether or not both circuits are routed in the same right-of-
way, and (ii) each such circuit consists of two poles and operates at a voltage of ±298 kV D.C or 
above (“Double-circuit D.C. Required Transmission Enhancement”). 

 (ii) Lower Voltage Facilities.  Transmission Provider shall assign cost responsibility 
for Required Transmission Enhancements that (a) are not Regional Facilities; and (b) are not 
“Necessary Lower Voltage Facilities” as defined in section(b)(i) of this Schedule 12 (collectively 
“Lower Voltage Facilities”), as follows: 
 
  (A) If the Lower Voltage Facility is a Reliability Project,  Transmission 
Provider shall use the DFAX analysis described in subsection (b)(iii) or the analysis applicable to 
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Regional Facilities that address stability issues described in subsection (b)(xviii) of this Schedule 
12 as applicable; and 

  (B) If the Lower Voltage Facility is an Economic Project, Transmission 
Provider shall use the methodology described in subsection (b)(v) of this Schedule 12. 

 
 (iii) DFAX Analysis for Reliability Projects.   

(A)  For purposes of the assignment of cost responsibility for Reliability Projects 
under subsection (b)(i)(A)(2)(a) and subsection (b)(ii)(A) of this Schedule 12, the Transmission 
Provider, based on a computer model of the electric network and using power flow modeling 
software, shall calculate distribution factors, represented as decimal values or percentages, which 
express the portions of a transfer of energy from a defined source to a defined sink that will flow 
across a particular transmission facility or group of transmission facilities.  These distribution 
factors represent a measure of the use by the load of each Zone or Merchant Transmission 
Facility (collectively, “Responsible Zone”) of the Required Transmission Enhancement, as 
determined by a power flow analysis.  In general, a distribution factor can be represented as: 
 
Distribution Factor = (After-shift power flow – pre-shift power flow) / Total amount of power 
shifted 
 

Total amount of power shifted = Modeled incremental megawatt transfer to a given Load 
Deliverability Area or Merchant Transmission Facility 

 
Pre-shift power flow = Megawatt flow over the Required Transmission Enhancement  

before the incremental megawatt transfer 
 
After-shift power flow = Megawatt flow over the Required Transmission Enhancement 

after the incremental megawatt transfer 
 
When calculating such distribution factors: 
 
   (1) All distribution factors are calculated with respect to the Required 
Transmission Enhancement subject to cost allocation under subsection (b)(i)(A)(2)(a) and 
subsection (b)(ii)(A) of this Schedule 12. 
 
   (2) The calculation of distribution factors shall be determined using 
linear matrix algebra, such that distribution factors represent the ratio of (i) a change in megawatt 
flow on a Required Transmission Enhancement to (ii) a change in megawatts transferred to 
aggregate load within a Zone or, in the case of a Merchant Transmission Facility, the point of 
withdrawal associated with Firm Transmission Withdrawal Rights over such Merchant 
Transmission Facility. 
 
   (3) With respect to a Merchant Transmission Facility, zonal peak load 
shall mean (i) the existing Firm Transmission Withdrawal Rights of the Merchant Transmission 
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Facility being evaluated, if the Merchant Transmission Facility is in service, or (ii) for a 
Merchant Transmission Facility that is not yet in service, the planned Firm Transmission 
Withdrawal Rights of the Merchant Transmission Facility being evaluated as identified in the 
Interconnection Service Agreement in effect for such Merchant Transmission Facility.  
 
   (4) In the DFAX analysis, when Transmission Provider models a 
transfer from generation to all load within an individual Zone, Transmission Provider shall 
model the transfer to the Zone as a whole (not on a bus-by-bus basis).   
 
   (5) In the DFAX analysis, Transmission Provider shall model 
generation both external and internal to individual Responsible Zones to reflect (a) the 
boundaries of Locational Deliverability Areas (“LDAs”), and (b) limitations with respect to the 
reliability objective for moving generation capacity across the transmission system.  
Transmission Provider shall adopt the Capacity Emergency Transfer Objective (“CETO”), 
associated with that LDA and calculated for the applicable planning year to be the transfer 
limitation into the LDA.  In modeling the system generation and load, Transmission Provider 
shall assume that the percentage of the zonal load in the LDA served by external (or internal) 
generation to the LDA shall equal the ratio of (i) the CETO associated within that LDA (or 
generation internal with the LDA) to (ii) the sum of (a) the internal generation within the LDA 
and (b) the CETO associated with that LDA.  For the generation dispatch used in calculating the 
distribution factor, Transmission Provider shall distribute these amounts of external/internal 
generation among all generation in the PJM Region external to/internal within the LDA, 
respectively, in proportion to their capacity.  For Responsible Zones that are located within 
LDAs that are also entirely contained in other larger LDAs, the modeling approach and 
distribution factor calculations shall be repeated for such Responsible Zones for each LDA.  The 
lowest distribution factor derived from these calculations shall be applied to the Responsible 
Zone in the calculation of the use of the Required Transmission Enhancement.   
 
     
 
  (B)  The DFAX analysis will be performed in accordance with the following 
steps: 
 
   (1) Transmission Provider shall calculate a distribution factor and a 
direction of use for each Responsible Zone by modeling a transfer from all generation in the PJM 
Region to each Responsible Zone.  To establish the use by a Responsible Zone, in megawatts, of 
a Required Transmission Enhancement, the distribution factor of a Required Transmission 
Enhancement associated with the resulting transfer modeled by the Transmission Provider to 
each Responsible Zone shall be multiplied by the Responsible Zone’s peak load. 
 
   (2) The Transmission Provider shall separately determine the relative 
use of the Required Transmission Enhancement by each Responsible Zone in each direction by 
dividing the megawatts of use by each Responsible Zone determined in section (iii)(B)(1) above 
by the total use of all Responsible Zones using the Required Transmission Enhancement in the 
same direction of use. 
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   (3)  Transmission Provider shall determine the direction of use 
percentage of the Required Transmission Enhancement in each direction using a production cost 
analysis to determine the total use, in megawatt-hours, of the Required Transmission 
Enhancement by all Zones and Merchant Transmission Facilities in each direction over the 
course of a year.  The Transmission Provider shall calculate the percentage use in each direction 
by dividing the megawatt-hours of use in each direction by total use in megawatt-hours in both 
directions of use. 
 
   (4) The Transmission Provider shall multiply the relative use by each 
Responsible Zone of the Required Transmission Enhancement in each direction of use 
determined in section (iii)(B)(2) above, by the applicable direction of use percentage determined 
in section (iii)(B)(3) above.  
 
   (5) The products of the calculation performed in section (iii)(B)(4) 
above, shall determine the relative allocation to each Responsible Zone of cost responsibility for 
the Required Transmission Enhancement. 
 
  (C) In the DFAX analysis, the Zones of Public Service Electric and Gas 
Company and Rockland Electric Company will be treated as one Zone unless and until Rockland 
Electric Company elects to be treated as a separate Zone in accordance with the terms of the 
Settlement Agreement And Offer Of Partial Settlement approved by FERC in Docket Nos. 
ER06-456-000, et al. 
 
  (D) Transmission Provider shall round cost responsibility assignments 
determined using the DFAX analysis described in subsection (b)(iii) of this Schedule 12 to the 
nearest one-hundredth of one percent. 
 
  (E) Transmission Provider shall not account for the ability to adjust use of 
phase angle regulators (“PARs”) in the DFAX analysis described in subsection (b)(iii) of this 
Schedule 12.  In the DFAX analysis, all PAR angles shall be fixed at their base case settings.  
 
  (F) In the DFAX analysis, if the Required Transmission Enhancement is a 
D.C. facility, the Transmission Provider shall determine cost responsibility assignment as 
follows: 
 
   (1) The Required Transmission Enhancement shall be replaced in the 
model with a comparable proxy A.C. facility, the impedance of which shall be calculated based 
on the length of the D.C. facility that was removed from the model multiplied by an approximate 
per unit/mile impedance value for the proxy A.C. facility. 
 
   (2) Where a D.C. facility is an integral part of a Required 
Transmission Enhancement that also includes A.C. facilities, the methodology described in 
subsection (b)(iii)(F)(1) above shall be used only for the D.C. facility segment of such Required 
Transmission Enhancement. 
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   (3) A D.C. facility used to control flow over portions of the 
Transmission System shall be modeled with a zero impedance and no control shall be applied. 
 
  (G) If Transmission Provider determines in its reasonable engineering judgment 
that, as a result of applying the provisions in section (b)(iii) of this Schedule 12, the DFAX 
analysis cannot be performed or that the results of such DFAX analysis are objectively 
unreasonable, the Transmission Provider may use an appropriate substitute proxy for the 
Required Transmission Enhancement in conducting the DFAX analysis.  If a proxy is used that is 
not specified in this Schedule 12, Transmission Provider shall state in a written report (a) the 
reasons why it determined the DFAX analysis could not be performed or that the results of the 
DFAX analysis were objectively unreasonable; (b) why the substitute proxy produced 
objectively reasonable results; and (3) a recommendation as to what changes, if any, should be 
considered in conducting the DFAX analysis. 
   
  (H) The Transmission Provider shall make a preliminary cost responsibility 
determination for each Required Transmission Enhancement subject to section (b)(iii) of this 
Schedule 12 at the time such Required Transmission Enhancement is included in the Regional 
Transmission Expansion Plan.   

 
   (1)  When CWIP in connection with a Required Transmission 
Enhancement subject to this section (b)(iii) of this Schedule 12 is entitled to be recovered, the 
preliminary determination of cost responsibility made at the time that the Required Transmission 
Enhancement was included in the Regional Transmission Expansion Plan shall be used to assign 
cost responsibility for such CWIP and such cost responsibility shall remain unchanged until the 
date the Required Transmission Enhancement goes into service.  Once a Required Transmission 
Enhancement has gone into service, the updated cost responsibility determination provided for in 
subsection (b)(iii)(H)(2) below shall apply. 

 
   (2) Beginning with the calendar year in which a Required 
Transmission Enhancement is scheduled to enter service, and thereafter annually at the 
beginning of each calendar year, the Transmission Provider shall update the preliminary cost 
responsibility determination for each Required Transmission Enhancement using the values and 
inputs used in the base case of the most recent Regional Transmission Expansion Plan approved 
by the PJM Board prior to the date of the update.  All values and inputs used in the calculation of 
the distribution factor in a determination of cost responsibility shall be the same values and 
inputs as used in the base case of the most recent Regional Transmission Expansion Plan 
approved by the PJM Board prior to the determination of cost responsibility.   
 
 (iv) Spare Parts, Replacement Equipment And Circuit Breakers.  Transmission 
Provider shall assign cost responsibility for spare parts, replacement equipment, and circuit 
breakers and associated equipment, included in the Regional Transmission Expansion Plan as 
follows: 
 
  (A)  Spare parts that are part of the design specifications of a Required 
Transmission Enhancement at the time such Required Transmission Enhancement is first 
included in the Regional Transmission Expansion Plan shall be considered part of the Required 
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Transmission Enhancement for the purpose of applying the cost threshold described in 
subsection (b)(vi) of this Schedule 12 and cost responsibility for such spare parts shall be 
assigned in the same manner as the Required Transmission Enhancement.  Cost responsibility for 
spare parts independently included the Regional Transmission Expansion Plan and not a part of 
the design specifications of a Required Transmission Enhancement as described above in this 
subsection shall be assigned to the Zone of the owner of the spare part, if the owner of the spare 
part is a Transmission Owner listed in Tariff, Attachment J.  If the owner of the spare part is not 
a Transmission Owner listed in Tariff, Attachment J, cost responsibility shall be assigned on a 
pro rata basis to the zones that bear cost responsibility for the owner’s Required Transmission 
Enhancements. 
 
  (B)  Replacement equipment that is part of the design specifications of a 
Required Transmission Enhancement at the time the Required Transmission Enhancement is first 
included in the Regional Transmission Expansion Plan shall be considered part of the Required 
Transmission Enhancement for the purpose of applying the cost threshold described in section 
(b)(vi) of this Schedule 12 and cost responsibility for such replacement equipment shall be 
assigned in the same manner as the Required Transmission Enhancement.  Cost responsibility for 
Required Transmission Enhancement replacement equipment independently included in the 
Regional Transmission Expansion Plan and not a part of the design specifications of a Required 
Transmission Enhancement as described above in this subsection, shall be assigned to the same 
Zones and/or Merchant Transmission Facilities and in the same proportions as the then-existing 
assignments of cost responsibility for the facilities that the replacement equipment is replacing. 
 
  (C)  Circuit breakers and associated equipment that are part of the design 
specifications of a Required Transmission Enhancement at the time the Required Transmission 
Enhancement is first included in the Regional Transmission Expansion Plan shall be considered 
part of the Required Transmission Enhancement for the purpose of applying the cost threshold 
described in subsection (b)(vi) of this Schedule 12 and cost responsibility for such circuit 
breakers and associated equipment shall be assigned in the same manner as the Required 
Transmission Enhancement.  Cost responsibility for circuit breakers and associated equipment 
independently included in the Regional Transmission Expansion Plan and not a part of the design 
specifications of a transmission element of a  Required Transmission Enhancement as described 
above in this subsection, shall be assigned to the Zone of the owner of the circuit breaker and 
associated equipment if the owner of the circuit breaker is a Transmission Owner listed in Tariff, 
Attachment J.  If the owner of the circuit breaker is not a Transmission Owner listed in Tariff, 
Attachment J, cost responsibility shall be assigned on a pro rata basis to the zones that bear cost 
responsibility for the owner’s Required Transmission Enhancements.  
 
 (v) Economic Projects.  Transmission Provider shall assign (i) fifty percent (50%) of 
cost responsibility for Economic Projects that are Regional Facilities; and (ii) full cost 
responsibility for Economic Projects that are Lower Voltage Facilities; as follows: 
 
  (A) Transmission Provider shall assign cost responsibility for Economic 
Projects that are accelerations of Reliability Projects as described in Operating Agreement, 
Schedule 6, section 1.5.7(b)(i) (“Acceleration Projects”) by performing and comparing (1) a 
DFAX analysis consistent with the methodology described in subsection (b)(iii) of this Schedule 
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12, and (2) a methodology that is intended to act as a proxy for expected economic benefits from 
reduced Locational Marginal Prices (“LMP Benefit”) over the period that the reliability-based 
enhancement or expansion is to be accelerated (“LMP Benefits Methodology”).  The LMP 
Benefits Methodology shall determine cost responsibility assignment percentages to Zones and 
Merchant Transmission Facilities in the following manner.  The LMP Benefit to a Zone shall be 
deemed to be equal to the reduction in Locational Marginal Price payments made by Load 
Serving Entities as a result of the Acceleration Project assuming the customers purchase all 
energy needs from the PJM Interchange Energy Market, and LMP Benefits so calculated shall be 
converted into percentage cost responsibility assignments for the affected Zones.  The LMP 
Benefits Methodology shall not incorporate the financial effects of allocations of Auction 
Revenue Rights or Financial Transmission Rights.  The LMP Benefit to a Merchant 
Transmission Facility shall be deemed to be equal to the proportionate share of assigned cost 
responsibility using the DFAX analysis and the assignments of cost responsibility to other Zones 
in the LMP Benefits Methodology shall be proportionately adjusted, as necessary, to reflect this 
treatment of Merchant Transmission Facilities to ensure that the total allocation for any 
economic-based Required Transmission Enhancement equals one hundred percent.  If, after 
performing both analyses and comparing the percentage cost responsibility assignments for the 
affected Zones calculated pursuant to the DFAX analysis and the LMP Benefits Methodology, 
the results do not indicate at least a ten percentage point cost responsibility assignment 
differential between the two methods for any Zone, cost responsibility for the Acceleration 
Project shall be assigned using the DFAX analysis.  If, after performing both analyses and 
comparing the percentage cost responsibility assignments for the affected Zones calculated 
pursuant to the DFAX analysis and LMP Benefits Methodology, the results indicate at least a ten 
percentage point cost responsibility assignment differential between the DFAX analysis and the 
LMP Benefits Methodology for any Zone, cost responsibility for the Acceleration Project for the 
period of time the Reliability Project is accelerated (i.e. the period between the date the 
Reliability Project actually goes into service and the date the Reliability Project originally was 
scheduled to go in service in the PJM Board approved Regional Transmission Expansion Plan) 
shall be assigned using the LMP Benefits Methodology.  For all periods other than the period of 
time the Reliability Project is accelerated, cost responsibility for such an Acceleration Project 
shall be assigned in accordance with the provisions of this Schedule 12 governing the assignment 
of cost responsibility of Regional Facility Reliability Projects or Lower Voltage Facility 
Reliability Projects, as applicable.   
 
  (B) Transmission Provider shall assign cost responsibility for Economic 
Projects that are modifications to Reliability Projects as described in Operating Agreement, 
Schedule 6, section 1.5.7(b)(ii) in accordance with the provisions of this Schedule 12 governing 
the assignment of cost responsibility of Regional Facility Reliability Projects or Lower Voltage 
Facility Reliability Projects, as applicable. 
 
  (C) Transmission Provider shall assign cost responsibility for Economic 
Projects that are new enhancements or expansions that could relieve one or more economic 
constraints as described in Operating Agreement, Schedule 6, section 1.5.7(b)(iii) to the Zones 
that show a decrease in the net present value of the Changes in Load Energy Payment.  The 
Change in Load Energy Payment for each year shall be determined using the methodology set 
forth in Operating Agreement, Schedule 6, section 1.5.7(d) for the period specified in that 
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section.  Cost responsibility shall be assigned based on each Zone’s pro rata share of the sum of 
the net present values of the Changes in Load Energy Payment only of the Zones in which the 
net present value of the Changes in Load Energy Payment shows a decrease. 
 

(vi) Required Transmission Enhancements Costing Less Than $5 Million.   
Notwithstanding sections (b)(i), (b)(ii), (b)(iv) and (b)(v) of this Schedule 12, cost responsibility 
for a Required Transmission Enhancement for which the good faith estimate of the cost of the 
Required Transmission Enhancement (a) prepared in connection with the development of the 
Regional Transmission Expansion Plan and (b) provided to the PJM Board at the time the 
Required Transmission Enhancement is included for the first time in the Regional Transmission 
Expansion Plan, does not equal or exceed $5 million shall be assigned to the Zone where the 
Required Transmission Enhancement is to be located.  The determination of whether the 
estimated cost of a Required Transmission Enhancement does not equal or exceed $5 million 
shall be based solely on such good faith estimate of the cost of the Required Transmission 
Enhancement regardless of the actual costs incurred.  The estimated cost of a Required 
Transmission Enhancement shall include the aggregate estimated costs of all of the transmission 
elements approved by the PJM Board at the time such elements are included in the Regional 
Transmission Expansion Plan that collectively are intended (i) in the case of a Reliability Project, 
to resolve a specific reliability criteria violation, or (ii) in the case of an Economic Project, 
provide a specific LMP Benefit.  Where a Required Transmission Enhancement subject to this 
section (b)(vi) consists of a single transmission element or multiple transmission elements that 
will be located in more than one Zone, each Zone shall be assigned cost responsibility for the 
transmission elements or portions of the transmission elements located in such Zone.  Merchant 
Transmission Facilities shall not be assigned cost responsibility for a Required Transmission 
Enhancement subject to this section (b)(vi). 

 
(vii)   Modifications of Required Transmission Enhancements.  Once a Required 

Transmission Enhancement is included in the Regional Transmission Expansion Plan, any 
modification to such Required Transmission Enhancement that subsequently is included in the 
Regional Transmission Expansion Plan as a separate Reliability or Economic Project shall be 
considered a separate and distinct Required Transmission Enhancement for purposes of cost 
responsibility assignment under this Schedule 12.  Except as provided in sections (b)(iv) and 
(b)(xiv) of this Schedule 12, any cost responsibility assignment that has been made for a 
previously approved Required Transmission Enhancement shall have no impact on the cost 
responsibility assignment of such modification. 
 
 (viii) FERC Filing.  Within 30 days of the approval of each Regional Transmission 
Expansion Plan or an addition to such plan by the PJM Board pursuant to Operating Agreement, 
Schedule 6, section 1.6, the Transmission Provider shall designate in the Tariff, Schedule 12-
Appendix A and in a report filed with the FERC the Responsible Customers based on the cost 
responsibility assignments determined pursuant to this Schedule 12.  Those customers designated 
by the Transmission Provider as Responsible Customers shall have 30 days from the date the 
filing is made with the FERC to seek review of such designation. Such cost responsibility 
designations shall be the same as those made for the relevant Regional Facility, Necessary Lower 
Voltage Facility, or Lower Voltage Facility in the Regional Transmission Expansion Plan. 
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 (ix) Regions With Which PJM Has Entered Into an Agreement Listed in 
Schedule 12-Appendix B .  For purposes of this Schedule 12, where costs of a Required 
Transmission Enhancement are allocated to a region other than PJM pursuant to an agreement set 
forth in Tariff, Schedule 12-Appendix B, Responsible Customers for such costs shall be 
customers in such region. Cost responsibility with respect to the costs of a Required 
Transmission Enhancements  allocated to a region other than PJM shall be allocated within such 
region in accordance with the applicable tariff or agreement governing the allocation of such 
costs in such region. 
 
 (x) Merchant Transmission Facilities.  
 
  (A) For purposes of this Schedule 12, where the Transmission Provider has 
allocated all or a portion of a Required Transmission Enhancement to a Merchant Transmission 
Facility, the owner of the Merchant Transmission Facility shall be the Responsible Customer 
with respect to such Required Transmission Enhancement, and shall pay the Transmission 
Enhancement Charges associated with the Required Transmission Enhancement. 
 
  (B) (1) Transmission Provider shall defer collection of Transmission 
Enhancement Charges from a Merchant Transmission Facility until the Merchant Transmission 
Facility goes into commercial operation; provided, however, in the event the commercial 
operation of a Merchant Transmission Facility is delayed beyond the commercial operation 
milestone date(s) specified in the Interconnection Service Agreement associated with the 
Merchant Transmission Facility and the Transmission Provider or Transmission Owner 
constructing the Required Transmission Enhancement demonstrates that the Merchant 
Transmission Facility is responsible for such delay, Transmission Provider may begin collecting 
Transmission Enhancement Charges from the Merchant Transmission Facility prior to the 
Merchant Transmission Facility going into commercial operation.  Transmission Enhancement 
Charges allocated to a Merchant Transmission Facility for which collection is deferred in 
accordance with this section (b)(x)(B)(1) shall be recorded in appropriate Transmission Provider 
accounts for deferred charges and collected in accordance with section (b)(x)(B)(3) below.   
 

 (2) Transmission Provider shall base the collection of Transmission 
Enhancement Charges associated with Required Transmission Enhancements from a Merchant 
Transmission Facility on the actual Firm Transmission Withdrawal Rights that have been 
awarded to the Merchant Transmission Facility; provided, however, to the extent that a Merchant 
Transmission Facility has been awarded less than the amount of Firm Transmission Withdrawal 
Rights specified in the Interconnection Service Agreement associated with the Merchant 
Transmission Facility, then Transmission Provider shall record the difference between the 
amount of Transmission Enhancement Charges collected based on the lesser amount of Firm 
Transmission Withdrawal Rights and the amount of Transmission Enhancement Charges based 
on the full amount of Firm Transmission Withdrawal Rights specified in the applicable 
Interconnection Service Agreement in appropriate accounts for deferred charges and, after the 
Merchant Transmission Facility has been awarded the full amount of Firm Transmission 
Withdrawal Rights specified in the Interconnection Service Agreement, collect such deferred 
amounts in accordance with section (b)(x)(B)(3) below.  Notwithstanding the foregoing, 
Transmission Provider may collect Transmission Enhancement Charges based on more than a 
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Merchant Transmission Facility’s actually awarded Firm Transmission Withdrawal Rights (not 
to exceed the Firm Transmission Withdrawal Rights specified in the applicable Interconnection 
Service Agreement) if the Transmission Provider or Transmission Owner demonstrates that the 
Merchant Transmission Facility is responsible for receiving fewer Firm Transmission 
Withdrawal Rights than are specified in the applicable Interconnection Service Agreement. 

 
   (3) Transmission Provider shall record: (i) in an appropriate deferred 
asset account, the Transmission Enhancement Charges associated with Required Transmission 
Enhancements for which collection is deferred in accordance with sections (b)(x)(B)(1) and 
(b)(x)(B)(2) above; and (ii) in an appropriate deferred liability account, the revenues associated 
with the Transmission Enhancement Charges that, absent the deferred charges, would have been 
due to Transmission Owners or to Transmission Owners’ customers as directed by the applicable 
Transmission Owner. At such time as collection of such deferred Transmission Enhancement 
Charges are permitted in accordance with sections (b)(x)(B)(1) and (b)(x)(B)(2) above, the 
deferred charges (along with appropriate interest) shall be collected from the Merchant 
Transmission Facility in equal installments over the twelve months following the 
commencement of the collection of the deferred charges. Such amounts shall be distributed to 
Transmission Owners or to Transmission Owners’ customers as directed by the applicable 
Transmission Owner, and the Transmission Provider shall make appropriate adjustments to the 
deferred asset and liability accounts.  Transmission Provider shall not be responsible for 
distributing revenues associated with deferred Transmission Enhancement Charges unless and 
until such charges are collected in accordance with this section (b)(x)(B), and uncollected 
deferred Transmission Enhancement Charges shall not be subject to Default Allocation 
Assessments to the Members pursuant to Operating Agreement, section 15.2. 
 
 (xi) Consolidated Edison Company of New York. (A) Cost responsibility 
assignments to Consolidated Edison Company of New York for Required Transmission 
Enhancements pursuant to this Schedule 12 with respect to the Firm Point-To-Point Service 
Agreements designated as Original Service Agreement No. 1873 and Original Service 
Agreement No. 1874 accepted by the Commission in Docket No. ER08-858 (“ConEd Service 
Agreements”) shall be in accordance with the terms and conditions of the settlement approved by 
the FERC in Docket No. ER08-858-000.  (B) All cost responsibility assignments for Required 
Transmission Enhancements pursuant to this Schedule 12 shall be adjusted at the commencement 
and termination of service under the ConEd Service Agreements to take account of the 
assignments under subsection (xi)(A) of this section.   
 

(xii) Public Policy Projects.   
 
(A) Transmission Facilities as defined in  Consolidated Transmission Owners 

Agreement, section 1.27 constructed by a Transmission Owner pursuant to a Public Policy 
Requirement but not included in a Regional Transmission Expansion Plan as a Required 
Transmission Enhancement, shall be as considered a Supplemental Project.  

 
(B) If a transmission enhancement or expansion is proposed pursuant to 

Operating Agreement, Schedule 6, section 1.5.9(a) which is not a Supplemental Project (“State 
Agreement Public Policy Project”),  the Transmission Provider shall submit the assignment of 
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costs to Responsible Customers proposed in connection with such State Agreement Public Policy 
Project to the Transmission Owners Agreement Administrative Committee for consideration and 
filing pursuant to Consolidated Transmission Owners Agreement, section 7.3 and Tariff, Part I, 
section 9.1(a).  Nothing in this section (b)(xii) shall prevent the Transmission Provider or the 
state governmental entities proposing such State Agreement Public Policy Project from filing a 
proposed assignment of costs to Responsible Customers for such project pursuant to Section 206 
of the Federal Power Act. 

 
 

 (xiii) Replacement of Transmission Facilities.  Unless determined by PJM to be a 
Required Transmission Enhancement included in a Regional Transmission Expansion Plan, cost 
responsibility for the replacement of Transmission Facilities, as defined in Consolidated 
Transmission Owners Agreement, section 1.27, shall be assigned to the Zonal loads and Merchant 
Transmission Facilities responsible for the costs of the Transmission Facilities being replaced.  
 

(xiv)    Multi-Driver Projects.   
 
(A) Assignment of Proportional Multi-Driver Project Costs.  The Transmission 

Provider shall assign cost responsibility for Proportional Multi-Driver Projects in proportion 
to the relative percentage benefit that each driver of a Proportional Multi-Driver Project 
addresses, respectively, reliability violations or operational performance (“reliability”), 
economic constraints (“economic”) and/or Public Policy Requirements (“public policy”) as 
follows:  

 
(1) As part of the open planning process provided for in Operating 

Agreement, Schedule 6, section 1.5.10(h), the Transmission Provider employs the 
Proportional Method to develop a Proportional Multi-Driver Project, by determining 
which of the following drivers a Proportional Multi-Driver Project addresses: 
reliability, economic, or public policy, and the extent to which each such driver 
contributes to the size, scope, and estimated costs of such Proportional Multi-Driver 
Project (irrespective of the reliability cost allocation treatment that is otherwise 
accorded an incremental market efficiency modification thereto pursuant to section 
(b)(v)(B) of this Schedule 12).  The Transmission Provider shall identify the 
contribution of each driver in terms of a percentage totaling 100 percent for all such 
drivers at the time that each Proportional Multi-Driver Project is submitted to the PJM 
Board for approval and included in the Regional Transmission Expansion Plan. The 
percentage contribution of each driver shall be based on the ratio of the estimated cost 
of each project that the Multi-Driver Project replaces to the total of the estimated costs 
of all projects combined into the Multi-Driver Project.  
 

(2) Once a Proportional Multi-Driver Project is approved by the PJM Board, 
the percentage contributions of each driver shall not be changed unless the PJM Board 
subsequently approves an upgrade or modification to the Proportional Multi-Driver 
Project.  In that event, the cost responsibility for the Proportional Multi-Driver Project, 
including any costs incurred prior to the upgrade or modification, will be determined as 
if it were a new Proportional Multi-Driver Project, such that the percentage 
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contribution for each driver shall be established anew.   
 

(B) Assignment of Incremental Multi-Driver Project Costs.  The Transmission 
Provider shall assign cost responsibility for  Incremental Multi-Driver Projects as defined in 
Operating Agreement, Schedule 6, section 1.15B using the same methodology described in 
section (b)(xiv)(A)(1) above treating the estimated cost of modifying the original project as if 
it were the estimated cost of a separate project included in a Proportional Multi-Driver 
Project.  Any costs that had been expended on the original project prior its designation by 
Transmission Provider as an Incremental Multi-Driver Project shall be included in the 
calculation of the Incremental Multi-Driver Project pursuant to this section (b)(xiv)(B).   

 
(C) The Transmission Provider shall separately assign cost responsibility for the 

costs assigned to each driver pursuant to this section (b)(xiv) in accordance with the provisions 
of this Schedule 12 governing the assignment of cost responsibility for a single driver project 
of each driver’s respective type (reliability, economic or public policy).  Except as provided in 
section (b)(xiv)(D) below, cost responsibility will be assigned based on the final voltage and 
configuration of the Multi-Driver Project determined in accordance with sections (b)(i), (b)(ii), 
or (b)(vi) of this Schedule 12.  

 
(D)     Notwithstanding the cost assignments that would otherwise be provided for in 

section (b)(xiv)(C) above, if a Multi-Driver Project includes a public policy driver that is the 
result of the State Agreement Approach provided for in Operating Agreement, Schedule 6, 
section 1.5.9 and is a Regional Facility as defined in section (b)(i) of this Schedule 12 and such 
Multi-Driver Project would not be a Regional Facility but for the inclusion of the public policy 
driver, then the percentage of costs of such Multi-Driver Project assigned to the non-public 
policy drivers in accordance with the procedures set forth in in section (b)(i)(A)(1) above shall 
be twenty percent (20%) and the percentage of costs assigned to the non-public policy drivers 
of such Multi-Driver Project in accordance section (b)(i)(A)(2) above shall be eighty percent 
(80%), and not the fifty percent (50%) cost responsibility percentages provided for in section 
(b)(i)(A)(i) and section (b)(i)(A)(2), respectively, of this Schedule 12.  
 

(xv) Reserved. 
 
 (xvi) Required Transmission Enhancements Designed to Address Reliability 
Violations on Transmission Facilities Operating Below 200 kV.  Notwithstanding section 
(b)(ii), above, cost responsibility for any Required Transmission Enhancements that are included 
in the Regional Transmission Expansion Plan to address reliability violations on Transmission 
Facilities that are designed to operate at below 200 kV and, pursuant to Operating Agreement, 
Schedule 6, section 1.5.8(n), were not included in an Operating Agreement, Schedule 6, section 
1.5.8(c) proposal window, shall be assigned to the Responsible Customers in the Zone where the 
Required Transmission Enhancement is to be located. 
 

(xvii) Required Transmission Enhancements Constructed As Targeted Market 
Efficiency Projects Under The Midcontinent Independent Transmission System Operator, 
Inc. and PJM Interconnection, L.L.C. Coordinated System Plan.   Notwithstanding sections 
(b)(i), (b)(ii), (b)(iv), (b)(v), (b)(vi) and (b)(x)(B)(2) of this Schedule 12, cost responsibility for 
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the costs of a Required Transmission Enhancement that is included in the Regional Transmission 
Expansion Plan because it is a Targeted Market Efficiency Project (“TMEP”) identified in the 
Coordinated System Plan periodically developed pursuant to the Joint Operating Agreement 
Between the Midcontinent Independent Transmission System Operator, Inc. and PJM 
Interconnection, L.L.C. (“PJM-MISO JOA”) and assigned to PJM pursuant to PJM-MISO JOA, 
section 9.4.4.2.5, shall be assigned among Zones and Merchant Transmission Facilities in 
accordance with this section (b)(xvii).  Using the Targeted Market Efficiency Project study 
conducted pursuant to PJM-MISO JOA, section 9.3.7.2(c) of in which the TMEP was identified, 
the Transmission Provider shall determine, in accordance with Tariff, Attachment K-Appendix, 
section 5.1, the average annual Transmission Congestion Charges experienced by Market Buyers 
in Zones and at Merchant Transmission Facilities attributable to the targeted Reciprocal 
Coordinated Flowgate during the two historical calendar years prior to the study year of the 
Targeted Market Efficiency Project study.  In making this determination, the Transmission 
Provider shall net any increases in Day-ahead and Real-time Prices paid by Market Buyers in a 
Zone or at a Merchant Transmission Facility against any decreases in Day-ahead and Real-time 
Prices paid by Market Buyers in such Zone or at such Merchant Transmission Facility 
attributable to the targeted Reciprocal Coordinated Flowgate.  Where a single TMEP is 
constructed to reduce Transmission Congestion Charges attributable to more than one targeted 
Reciprocal Coordinated Flowgate, the Transmission Provider shall net any increases in Day-
ahead and Real-time Prices paid by Market Buyers in a Zone or at a Merchant Transmission 
Facility against any decreases in Day-ahead and Real-time Prices paid by Market Buyers in such 
Zone or at such Merchant Transmission Facility attributable to all targeted Reciprocal 
Coordinated Flowgates.  Cost responsibility shall be assigned based on each Zone’s and 
Merchant Transmission Facility’s pro rata share of the sum of the net Transmission Congestion 
Charges paid by Market Buyers only of the Zones and Merchant Transmission Facilities in 
which Market Buyers experienced net Transmission Congestion Charges. 
 

(xviii) Required Transmission Enhancements Designed to Address Stability Issues. 
For purposes of the assignment of cost responsibility for Reliability Projects designed to address 
stability issues under subsection (b)(i)(A)(2)(a) and subsection (b)(ii)(A) of this Schedule 12, the 
Transmission Provider shall, using the same inputs and assumptions from the simulation that 
originally drove the need for the stability upgrade, perform a stability simulation that includes 
the stability upgrade under the worst fault condition. The worst fault condition shall be the fault 
condition in the simulation that produces the maximum rotor angle swing with the stability 
upgrade included.  For each load bus on the system, the difference between the highest and 
lowest voltage angle that occurs during the simulation of the worst fault condition will be 
recorded. Load buses having a voltage angle deviation less than 25 percent of the load bus with 
the largest voltage angle deviation will not be included in the cost allocation calculation. For the 
remaining load buses, the voltage angle deviation will be multiplied by the megawatt load at the 
bus obtained from the stability simulation model, or, in the case of a Merchant Transmission 
Facility, the Firm Transmission Withdrawal Rights at the bus. The products of the voltage angle 
deviation and megawatt load at each bus will be summed for each Responsible Zone. The 
Stability Deviation cost allocation for a Responsible Zone or Merchant Transmission Facility 
will be determined by dividing the sum of the load-weighted angle deviations for the 
Responsible Zone or Merchant Transmission Facility by the sum of the load-weighted angle 
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deviations for each Responsible Zone and Merchant Transmission Facility. Transmission 
Provider shall round cost responsibility assignments to the nearest one-hundredth of one percent. 
 
(c) Determination of Transmission Enhancement Charges. In the event that any 
Transmission Owner recovers the cost of a Required Transmission Enhancement through a 
Transmission Enhancement Charge, such charge shall be determined as follows: 
 

(1) Transmission Provider shall identify in writing and post on the PJM Internet site 
the Required Transmission Enhancement(s) to which each Transmission Enhancement 
Charge corresponds. The Transmission Enhancement Charge with respect to a Required 
Transmission Enhancement shall recover the applicable Transmission Owner’s annual 
transmission revenue requirement associated with the Required Transmission 
Enhancement. 
 
(2)   Each Transmission Enhancement Charge shall be a monthly charge based on all 
costs and applicable incentives associated with a particular Required Transmission 
Enhancement for which the Transmission Owner is responsible.  
 
(3)  A Transmission Owner’s annual transmission revenue requirement associated 
with a Required Transmission Enhancement shall be determined pursuant to either (i) a 
unilateral filing by the Transmission Owner under Section 205 of the Federal Power Act 
and the FERC’s rules and regulations thereunder; or (ii) a formula rate in effect 
applicable to the Transmission Owner’s rates for Network Integration Transmission 
Service, including the costs associated with Required Transmission Enhancements.  
 
(4)  Each Transmission Enhancement Charge applicable to Network Customers and 
Non-Zone Network Customers shall be recalculated annually to reflect the annual 
revisions to the billing determinants used by the Transmission Provider to calculate 
charges to Network Customers for Network Integration Transmission Service under 
Tariff, Part III, section 34.1.  The Transmission Provider shall post on its Internet site by 
October 31 of each calendar year each recalculated Transmission Enhancement Charge 
that shall be effective during the subsequent calendar year. 
 
(5)  Each Transmission Enhancement Charge applicable to customers using Point-To-
Point Transmission Service shall be calculated monthly to reflect the billing determinants 
used by the Transmission Provider to determine charges for customers of Point-To-Point 
Transmission Service in accordance with Tariff, Part II, section 25.  
 
(6) Each Transmission Enhancement Charge payable by an owner of a Merchant 
Transmission Facility pursuant to section (b) of this Schedule 12 shall be calculated as a 
fixed monthly charge.  
 
(7) If a Transmission Owner chooses to recover the cost of Required Transmission 
Enhancements through the operation of a formula rate as described in section (a) of this 
Schedule 12, the Transmission Owner must make an informational filing with the 
Commission one year from the date the selecting Transmission Owner’s formula rates go 
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into effect, and each year thereafter, providing a detailed list of the costs the 
Transmission Owner has incurred, and the revenues the Transmission Owner has 
received to provide service. 

 
(d) Recovery of Transmission Enhancement Charges.   
 

(1) Responsible Customers shall pay Transmission Provider all applicable 
Transmission Enhancement Charges as required by this Schedule 12 in addition to 
all other charges for transmission service for which such Responsible Customers 
are responsible under the Tariff. 

 
(2) Transmission Provider shall collect all applicable Transmission Enhancement 

Charges from each Responsible Customer on a monthly basis.  Transmission 
Provider shall remit or credit all revenues received from Responsible Customers 
under this Schedule 12 to the Transmission Owner(s) that established such charge 
or to the appropriate authority in a region other than PJM in the case of 
Transmission Enhancement Charges established in such region in connection with 
a Required Transmission Enhancement constructed pursuant to an Appendix B 
Agreement, to be distributed in accordance with the applicable tariff or agreement 
governing the distribution of such charges in such region. 

 
(e) Crediting of Revenue from Transmission Enhancement Charges.  In recognition that 
a Transmission Owner’s charges for Network Integration Transmission Service set forth in 
Tariff, Attachment H are established based upon the Transmission Owner’s total cost of 
providing FERC-jurisdictional transmission service, including the costs associated with Required 
Transmission Enhancements, revenue from a Transmission Owner’s Transmission Enhancement 
Charges for a billing month shall be credited pursuant to this Schedule 12 to the Network 
Customers in the Transmission Owner’s Zone (including, where applicable, the Transmission 
Owner) and Transmission Customers purchasing Firm Point-to-Point Transmission Service for 
delivery in the Transmission Owner’s Zone in proportion to their Demand Charges (including 
any imputed Demand Charges for bundled service to Native Load Customers) for Network 
Integration Transmission Service and Reserved Capacity for Firm Point-to-Point Transmission 
Service; provided that such credits shall be reduced by the amount of any applicable incentives 
included in such Transmission Enhancement Charges.   
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Definitions – C - D 
 
Canadian Guaranty: 
 
“Canadian Guaranty” shall mean a Corporate Guaranty provided by an Affiliate of a Participant 
that is domiciled in Canada, and meets all of the provisions of Tariff, Attachment Q. 
 
Cancellation Costs: 
 
“Cancellation Costs” shall mean costs and liabilities incurred in connection with: (a) cancellation 
of supplier and contractor written orders and agreements entered into to design, construct and 
install Attachment Facilities, Direct Assignment Facilities and/or Customer-Funded Upgrades, 
and/or (b) completion of some or all of the required Attachment Facilities, Direct Assignment 
Facilities and/or Customer-Funded Upgrades, or specific unfinished portions and/or removal of 
any or all of such facilities which have been installed, to the extent required for the Transmission 
Provider and/or Transmission Owner(s) to perform their respective obligations under Tariff, Part 
IV and/or Tariff, Part VI. 
 
Capacity: 
 
“Capacity” shall mean the installed capacity requirement of the Reliability Assurance Agreement 
or similar such requirements as may be established. 
 
Capacity Emergency Transfer Limit: 
 
“Capacity Emergency Transfer Limit” or “CETL” shall have the meaning provided in the 
Reliability Assurance Agreement. 
 
Capacity Emergency Transfer Objective: 
 
“Capacity Emergency Transfer Objective” or “CETO” shall have the meaning provided in the 
Reliability Assurance Agreement. 
 
Capacity Export Transmission Customer: 
 
“Capacity Export Transmission Customer” shall mean a customer taking point to point 
transmission service under Tariff, Part II to export capacity from a generation resource located in 
the PJM Region that has qualified for an exception to the RPM must-offer requirement as 
described in Tariff, Attachment DD, section 6.6(g). 
 
Capacity Import Limit: 
 
“Capacity Import Limit” shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
Capacity Interconnection Rights: 
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“Capacity Interconnection Rights” shall mean the rights to input generation as a Generation 
Capacity Resource into the Transmission System at the Point of Interconnection where the 
generating facilities connect to the Transmission System. 
 
Capacity Market Buyer: 
 
“Capacity Market Buyer” shall mean a Member that submits bids to buy Capacity Resources in 
any Incremental Auction.   
 
Capacity Market Seller: 
 
“Capacity Market Seller” shall mean a Member that owns, or has the contractual authority to 
control the output or load reduction capability of, a Capacity Resource, that has not transferred 
such authority to another entity, and that offers such resource in the Base Residual Auction or an 
Incremental Auction. 
 
Capacity Performance Resource: 
 
“Capacity Performance Resource” shall mean a Capacity Resource as described in Tariff, 
Attachment DD, section 5.5A(a). 
 
Capacity Performance Transition Incremental Auction: 
 
“Capacity Performance Transition Incremental Auction” shall have the meaning specified in 
Tariff, Attachment DD, section 5.14D. 
 
Capacity Resource: 
 
“Capacity Resource” shall have the meaning provided in the Reliability Assurance Agreement. 
 
Capacity Resource with State Subsidy:  
 
“Capacity Resource with State Subsidy” shall mean (1) a Capacity Resource that is offered into 
an RPM Auction or otherwise assumes an RPM commitment for which the Capacity Market 
Seller receives or is entitled to receive one or more State Subsidies for the applicable Delivery 
Year; (2) a Capacity Resource that has not cleared an RPM Auction for the Delivery Year for 
which the Capacity Market Seller last received a State Subsidy (or any subsequent Delivery 
Year) shall still be considered a Capacity Resource with State Subsidy upon the expiration of 
such State Subsidy until the resource clears an RPM Auction; (3) a Capacity Resource that is the 
subject of a bilateral transaction (including but not limited to those reported pursuant to Tariff, 
Attachment DD, section 4.6) shall be deemed a Capacity Resource with State Subsidy to the 
extent an owner of the facility supporting the Capacity Resource is entitled to a State Subsidy 
associated with such facility even if the Capacity Market Seller is not entitled to a State Subsidy; 
and (4) any Jointly Owned Cross-Subsidized Capacity Resource.  
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Capacity Resource Clearing Price: 
 
“Capacity Resource Clearing Price” shall mean the price calculated for a Capacity Resource that 
offered and cleared in a Base Residual Auction or Incremental Auction, in accordance with 
Tariff, Attachment DD, section 5.  
 
Capacity Storage Resource: 
 
“Capacity Storage Resource” shall mean any Energy Storage Resource that participates in the 
Reliability Pricing Model or is otherwise treated as capacity in PJM’s markets such as through a 
Fixed Resource Requirement Capacity Plan. 
 
Capacity Transfer Right: 
 
“Capacity Transfer Right” shall mean a right, allocated to LSEs serving load in a Locational 
Deliverability Area, to receive payments, based on the transmission import capability into such 
Locational Deliverability Area, that offset, in whole or in part, the charges attributable to the 
Locational Price Adder, if any, included in the Zonal Capacity Price calculated for a Locational 
Delivery Area. 
 
Capacity Transmission Injection Rights: 
 
“Capacity Transmission Injection Rights” shall mean the rights to schedule energy and capacity 
deliveries at a Point of Interconnection of a Merchant Transmission Facility with the 
Transmission System. Capacity Transmission Injection Rights may be awarded only to a 
Merchant D.C. Transmission Facility and/or Controllable A.C. Merchant Transmission Facilities 
that connects the Transmission System to another control area. Deliveries scheduled using 
Capacity Transmission Injection Rights have rights similar to those under Firm Point-to-Point 
Transmission Service or, if coupled with a generating unit external to the PJM Region that 
satisfies all applicable criteria specified in the PJM Manuals, similar to Capacity Interconnection 
Rights. 
 
Charge Economic Maximum Megawatts: 
 
“Charge Economic Maximum Megawatts” shall mean the greatest magnitude of megawatt power 
consumption available for charging in economic dispatch by an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource in Continuous Mode or in Charge Mode.  Charge 
Economic Maximum Megawatts shall be the Economic Minimum for an Energy Storage 
Resource or Open-Loop Hybrid Resource in Charge Mode or in Continuous Mode. 
 
Charge Economic Minimum Megawatts: 
 
“Charge Economic Minimum Megawatts” shall mean the smallest magnitude of megawatt power 
consumption available for charging in economic dispatch by an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource in Charge Mode.  Charge Economic Minimum 
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Megawatts shall be the Economic Maximum for an Energy Storage Resource or Open-Loop 
Hybrid Resource in Charge Mode. 
 
Charge Mode: 
 
“Charge Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource that only includes negative megawatt quantities (i.e., 
the Energy Storage Resource Model Participant or Open-Loop Hybrid Resource is only 
withdrawing megawatts from the grid).   
 
Charge Ramp Rate: 
 
“Charge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource in Charge Mode. 
 
Cleared Capacity Resource with State Subsidy: 
 
“Cleared Capacity Resource with State Subsidy” shall mean a Capacity Resource with State 
Subsidy that has cleared in an RPM Auction for a Delivery Year that is prior to the 2022/2023 
Delivery Year or, starting with 2022/2023 Delivery Year, the MWs (in installed capacity) 
comprising a Capacity Resource with State Subsidy that have cleared an RPM Auction pursuant 
to its Sell Offer at or above its resource-specific MOPR Floor Offer Price or the applicable 
default New Entry MOPR Floor Offer Price and since then, any of those MWs (in installed 
capacity) comprising a Capacity Resource with State Subsidy have been, the subject of a Sell 
Offer into the Base Residual Auction or included in an FRR Capacity Plan at the time of the 
Base Residual Auction for the relevant Delivery Year.   
 
Closed-Loop Hybrid Resource: 
 
“Closed-Loop Hybrid Resource” shall mean a Hybrid Resource that does not operate by 
charging its storage component from the grid. 
 
Cold/Warm/Hot Notification Time: 
 
“Cold/Warm/Hot Notification Time” shall mean the time interval between PJM notification and 
the beginning of the start sequence for a generating unit that is currently in its cold/warm/hot 
temperature state. The start sequence may include steps such as any valve operation, starting feed 
water pumps, startup of auxiliary equipment, etc. 
 
Cold/Warm/Hot Start-up Time: 
 
For all generating units that are not combined cycle units, “Cold/Warm/Hot Start-up Time” shall 
mean the time interval, measured in hours, from the beginning of the start sequence to the point 
after generator breaker closure, which is typically indicated by telemetered or aggregated State 
Estimator megawatts greater than zero for a generating unit in its cold/warm/hot temperature 
state. For combined cycle units, “Cold/Warm/Hot Start-up Time” shall mean the time interval 
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from the beginning of the start sequence to the point after first combustion turbine generator 
breaker closure in its cold/warm/hot temperature state, which is typically indicated by 
telemetered or aggregated State Estimator megawatts greater than zero. For all generating units, 
the start sequence may include steps such as any valve operation, starting feed water pumps, 
startup of auxiliary equipment, etc. Other more detailed actions that could signal the beginning of 
the start sequence could include, but are not limited to, the operation of pumps, condensers, fans, 
water chemistry evaluations, checklists, valves, fuel systems, combustion turbines, starting 
engines or systems, maintaining stable fuel/air ratios, and other auxiliary equipment necessary 
for startup. 
 
Cold Weather Alert: 
 
“Cold Weather Alert” shall mean the notice that PJM provides to PJM Members, Transmission 
Owners, resource owners and operators, customers, and regulators to prepare personnel and 
facilities for expected extreme cold weather conditions. 
 
Collateral: 
 
“Collateral” shall be a cash deposit, including any interest thereon, or a Letter of Credit issued 
for the benefit of PJM or PJMSettlement, in an amount and form determined by and acceptable 
to PJM or PJMSettlement, provided by a Participant to PJM or PJMSettlement as credit support 
in order to participate in the PJM Markets or take Transmission Service.  “Collateral” shall also 
include surety bonds, except for the purpose of satisfying the FTR Credit Requirement, in which 
case only a cash deposit or Letter of Credit will be acceptable. 
 
Collateral Call: 
 
“Collateral Call” shall mean a notice to a Participant that additional Collateral, or possibly early 
payment, is required in order to remain in, or to regain, compliance with Tariff, Attachment Q. 
 
Co-Located Gross Demand: 
 
“Co-Located Gross Demand” consists of the gross demand for a Co-Located Load facility, as 
specified in the applicable Service Agreement Contract Demand Transmission Service for Co-
Located Load. 
 
Co-Located Resource: 
 
“Co-Located Resource” shall mean a component of a Mixed Technology Facility that operates in 
the capacity, energy, and/or ancillary services market(s) as a separate resource from the other 
components of such facility. 
 
Commencement Date: 
 
“Commencement Date” shall mean the date on which Interconnection Service commences in 
accordance with an Interconnection Service Agreement. 
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Committed Offer: 
 
The “Committed Offer” shall mean 1) for pool-scheduled resources, an offer on which a resource 
was scheduled by the Office of the Interconnection for a particular clock hour for an Operating 
Day, and 2) for self-scheduled resources, either the offer on which the Market Seller has elected 
to schedule the resource or the applicable offer for the resource determined pursuant to Operating 
Agreement, Schedule 1, section 6.4, and the parallel provisions of Tariff, Attachment K-
Appendix, section 6.4, or Operating Agreement, Schedule 1, section 6.6, and the parallel 
provisions of Tariff, Attachment K-Appendix, section 6.6, for a particular clock hour for an 
Operating Day.  
 
Completed Application: 
 
“Completed Application” shall mean an application that satisfies all of the information and other 
requirements of the Tariff, including any required deposit. 
 
Compliance Aggregation Area (CAA): 
 
“Compliance Aggregation Area” or “CAA” shall mean a geographic area of Zones or sub-Zones 
that are electrically-contiguous and experience for the relevant Delivery Year, based on Resource 
Clearing Prices of, for Delivery Years through May 31, 2018, Annual Resources and for the 
2018/2019 Delivery Year and subsequent Delivery Years, Capacity Performance Resources, the 
same locational price separation in the Base Residual Auction, the same locational price 
separation in the First Incremental Auction, the same locational price separation in the Second 
Incremental Auction, the same locational price separation in the Third Incremental Auction. 
 
Component DER: 
 
“Component DER” shall mean any resource, within the PJM Region, that is located on a 
distribution system, any subsystem thereof, or behind a customer meter, and is used in a DER 
Aggregation Resource by a DER Aggregator to participate in the energy, capacity, and/or 
ancillary services markets of PJM through the DER Aggregator Participation Model.  A 
Component DER may not exceed 5 MW.   
 
Composite Energy Offer:  
 
“Composite Energy Offer” for generation resources shall mean the sum (in $/MWh) of the 
Incremental Energy Offer and amortized Start-Up Costs and amortized No-load Costs, and for 
Economic Load Response Participant resources the sum (in $/MWh) of the Incremental Energy 
Offer and amortized shutdown costs, as determined in accordance with Tariff, Attachment K-
Appendix, section 2.4 and Tariff, Attachment K-Appendix, section 2.4A and the PJM Manuals. 
 
Conditional Incremental Auction: 
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“Conditional Incremental Auction” shall mean an Incremental Auction conducted for a Delivery 
Year if and when necessary to secure commitments of additional capacity to address reliability 
criteria violations arising from the delay in a Backbone Transmission upgrade that was modeled 
in the Base Residual Auction for such Delivery Year. 
 
Conditioned State Support: 
 
“Conditioned State Support” shall mean any financial benefit required or incentivized by a state, 
or political subdivision of a state acting in its sovereign capacity, that is provided outside of PJM 
Markets and in exchange for the sale of a FERC-jurisdictional product conditioned on clearing in 
any RPM Auction, where “conditioned on clearing in any RPM Auction” refers to specific 
directives as to the level of the offer that must be entered for the relevant Generation Capacity 
Resource in the RPM Auction or directives that the Generation Capacity Resource is required to 
clear in any RPM Auction.  Conditioned State Support shall not include any Legacy Policy.   
 
CONE Area: 
 
“CONE Area” shall mean the areas listed in Tariff, Attachment DD, section 5.10(a)(iv)(A) and 
any LDAs established as CONE Areas pursuant to Tariff, Attachment DD, section 
5.10(a)(iv)(B).  
 
Confidential Information: 
 
“Confidential Information” shall mean any confidential, proprietary, or trade secret information 
of a plan, specification, pattern, procedure, design, device, list, concept, policy, or compilation 
relating to the present or planned business of a New Service Customer, Transmission Owner, or 
other Interconnection Party or Construction Party, which is designated as confidential by the 
party supplying the information, whether conveyed verbally, electronically, in writing, through 
inspection, or otherwise, and shall include, without limitation, all information relating to the 
producing party’s technology, research and development, business affairs and pricing, and any 
information supplied by any New Service Customer, Transmission Owner, or other 
Interconnection Party or Construction Party to another such party prior to the execution of an 
Interconnection Service Agreement or a Construction Service Agreement. 
 
Congestion Price: 
 
“Congestion Price” shall mean the congestion component of the Locational Marginal Price, 
which is the effect on transmission congestion costs (whether positive or negative) associated 
with increasing the output of a generation resource or decreasing the consumption by a Demand 
Resource, based on the effect of increased generation from or consumption by the resource on 
transmission line loadings, calculated as specified in Operating Agreement, Schedule 1, section 
2, and the parallel provisions of Tariff, Attachment K-Appendix, section 2. 
 
Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or 
Transmission Owners Agreement: 
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“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or 
“Transmission Owners Agreement” shall mean the certain Consolidated Transmission Owners 
Agreement dated as of December 15, 2005, by and among the Transmission Owners and by and 
between the Transmission Owners and PJM Interconnection, L.L.C. on file with the 
Commission, as amended from time to time. 
 
Constraint Relaxation Logic:  
 
“Constraint Relaxation Logic” shall mean the logic applied in the market clearing software 
where the transmission limit is increased to prevent the Transmission Constraint Penalty Factor 
from setting the Marginal Value of a transmission constraint.  
 
Constructing Entity: 
 
“Constructing Entity” shall mean either the Transmission Owner or the New Services Customer, 
depending on which entity has the construction responsibility pursuant to Tariff, Part VI and the 
applicable Construction Service Agreement; this term shall also be used to refer to an 
Interconnection Customer with respect to the construction of the Customer Interconnection 
Facilities. 
 
Construction Party: 
 
“Construction Party” shall mean a party to a Construction Service Agreement.  “Construction 
Parties” shall mean all of the Parties to a Construction Service Agreement. 
 
Construction Service Agreement: 
 
“Construction Service Agreement” shall mean either an Interconnection Construction Service 
Agreement or an Upgrade Construction Service Agreement. 
 
Contingent Facilities: 
 
“Contingent Facilities” shall mean those unbuilt Interconnection Facilities and Network 
Upgrades upon which the Interconnection Request’s costs, timing, and study findings are 
dependent and, if delayed or not built, could cause a need for restudies of the Interconnection 
Request or a reassessment of the Interconnection Facilities and/or Network Upgrades and/or 
costs and timing. 
 
Continuous Mode: 
 
“Continuous Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource that includes both negative and positive megawatt 
quantities (i.e., the Energy Storage Resource Model Participant or Open-Loop Hybrid Resource 
is capable of continually and immediately transitioning from withdrawing megawatt quantities 
from the grid to injecting megawatt quantities onto the grid or injecting megawatts to 
withdrawing megawatts).  Energy Storage Resource Model Participants or Open-Loop Hybrid 

Page 8



Resource operating in Continuous Mode are considered to have an unlimited ramp rate.  
Continuous Mode requires Discharge Economic Maximum Megawatts to be zero or correspond 
to an injection, and Charge Economic Maximum Megawatts to be zero or correspond to a 
withdrawal. 
 
Control Area: 
 
“Control Area” shall mean an electric power system or combination of electric power systems 
bounded by interconnection metering and telemetry to which a common automatic generation 
control scheme is applied in order to: 
 
 (1) match the power output of the generators within the electric power system(s) and 
energy purchased from entities outside the electric power system(s), with the load within the 
electric power system(s); 
 
 (2) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
 
 (3) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice; and 
 
 (4) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
 
Control Zone: 
 
“Control Zone” shall have the meaning given in the Operating Agreement. 
 
Controllable A.C. Merchant Transmission Facilities: 
 
“Controllable A.C. Merchant Transmission Facilities” shall mean transmission facilities that (1) 
employ technology which Transmission Provider reviews and verifies will permit control of 
the amount and/or direction of power flow on such facilities to such extent as to effectively 
enable the controllable facilities to be operated as if they were direct current transmission 
facilities, and (2) that are interconnected with the Transmission System pursuant to Tariff, Part 
IV and Tariff, Part VI. 
 
Coordinated External Transaction: 
 
“Coordinated External Transaction” shall mean a transaction to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix, section 1.13. 
 
Coordinated Transaction Scheduling: 
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“Coordinated Transaction Scheduling” or “CTS” shall mean the scheduling of Coordinated 
External Transactions at a CTS Enabled Interface in accordance with the procedures of 
Operating Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.13. 
 
Corporate Guaranty: 
 
“Corporate Guaranty” shall mean a legal document, in a form acceptable to PJM and/or 
PJMSettlement, used by a Credit Affiliate of an entity to guaranty the obligations of another 
entity. 
 
Cost of New Entry: 
 
“Cost of New Entry” or “CONE” shall mean the nominal levelized cost of a Reference Resource, 
as determined in accordance with Tariff, Attachment DD, section 5. 
 
Costs: 
 
As used in Tariff, Part IV, Tariff, Part VI and related attachments, “Costs” shall mean costs and 
expenses, as estimated or calculated, as applicable, including, but not limited to, capital 
expenditures, if applicable, and overhead, return, and the costs of financing and taxes and any 
Incidental Expenses. 
 
Counterparty:  
 
“Counterparty” shall mean PJMSettlement as the contracting party, in its name and own right 
and not as an agent, to an agreement or transaction with a Market Participant or other entities, 
including the agreements and transactions with customers regarding transmission service and 
other transactions under the PJM Tariff and the Operating Agreement.  PJMSettlement shall not 
be a counterparty to (i) any bilateral transactions between Members, or (ii) any Member’s self-
supply of energy to serve its load, or (iii) any Member’s self-schedule of energy reported to the 
Office of the Interconnection to the extent that energy serves that Member’s own load. 
 
Credit Affiliate: 
 
“Credit Affiliate” shall mean Principals, corporations, partnerships, firms, joint ventures, 
associations, joint stock companies, trusts, unincorporated organizations or entities, one of which 
directly or indirectly controls the other or that are both under common Control. “Control,” as that 
term is used in this definition, shall mean the possession, directly or indirectly, of the power to 
direct the management or policies of a person or an entity. 
 
Credit Available for Export Transactions: 
 
“Credit Available for Export Transactions” shall mean a designation of credit to be used for 
Export Transactions that is allocated by each Market Participant from its Credit Available for 
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Virtual Transactions, and which reduces the Market Participant's Credit Available for Virtual 
Transactions accordingly. 
 
Credit Available for Virtual Transactions: 
 
“Credit Available for Virtual Transactions” shall mean the Market Participant’s Working Credit 
Limit for Virtual Transactions calculated on its credit provided in compliance with its Peak 
Market Activity requirement plus available credit submitted above that amount, less any unpaid 
billed and unbilled amounts owed to PJMSettlement, plus any unpaid unbilled amounts owed by 
PJMSettlement to the Market Participant, less any applicable credit required for Minimum 
Participation Requirements, FTRs, RPM activity,  or other credit requirement determinants as 
defined in Tariff, Attachment Q. 
 
Credit Breach: 
 
“Credit Breach” shall mean (a) the failure of a Participant to perform, observe, meet or comply 
with any requirements of Tariff, Attachment Q or other provisions of the Agreements, other than 
a Financial Default, or (b) a determination by PJM and notice to the Participant that a Participant 
represents an unreasonable credit risk to the PJM Markets; that, in either event, has not been 
cured or remedied after any required notice has been given and any cure period has elapsed. 
 
Credit-Limited Offer: 
 
“Credit-Limited Offer” shall mean a Sell Offer that is submitted by a Market Participant in an 
RPM Auction subject to a maximum credit requirement specified by such Market Participant. 
 
Credit Support Default: 
 
“Credit Support Default,” shall mean (a) the failure of any Guarantor of a Market Participant to 
make any payment, or to perform, observe, meet or comply with any provisions of the applicable 
Guaranty or Credit Support Document that has not been cured or remedied, after any required 
notice has been given and an opportunity to cure (if any) has elapsed, (b) a representation made 
or deemed made by a Guarantor in any Credit Support Document that proves to be false, 
incorrect or misleading in any material respect when made or deemed made, (c) the failure of a 
Guaranty or other Credit Support Document to be in full force and effect prior to the satisfaction 
of all obligations of such Participant to PJM, without PJM’s consent, or (d) a Guarantor 
repudiating, disaffirming, disclaiming or rejecting, in whole or in part, its obligations under the 
Guaranty or challenging the validity of the Guaranty.  
 
Credit Support Document:  
 
“Credit Support Document” shall mean any agreement or instrument in any way guaranteeing or 
securing any or all of a Participant’s obligations under the Agreements (including, without 
limitation, the provisions of Tariff, Attachment Q), any agreement entered into under, pursuant 
to, or in connection with the Agreements or any agreement entered into under, pursuant to, or in 
connection with the Agreements and/or any other agreement to which PJM, PJMSettlement and 
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the Participant are parties, including, without limitation, any Corporate Guaranty, Letter of 
Credit, or agreement granting PJM and PJMSettlement a security interest. 
 
Critical Natural Gas Infrastructure:  
 
“Critical Natural Gas Infrastructure” shall mean locations with electrical loads that are involved 
in natural gas production, processing, intrastate and interstate transmission and distribution 
pipeline facility as defined by NERC/FERC standard(s); and until such NERC/FERC standard(s) 
is developed, is defined as electric loads that are involved in natural gas production, processing, 
intrastate and interstate transmission and distribution pipeline facility, which if curtailed, will 
impact the delivery of natural gas to bulk-power system natural gas-fired generation. 
 
Cross-Border: 
 
When used to describe Network Integration Transmission Service, Network External Designated 
Transmission Service or Point-to-Point Transmission Service, “Cross-Border” shall mean 
transmission service where the capacity and/or energy is delivered from a resource that is not 
part of the PJM Transmission System and/or to load that is not part of the PJM Transmission 
System. 
 
CTS Enabled Interface: 
 
“CTS Enabled Interface” shall mean an interface between the PJM Control Area and an adjacent 
Control Area at which the Office of the Interconnection has authorized the use of Coordinated 
Transaction Scheduling (“CTS”). The CTS Enabled Interfaces between the PJM Control Area 
and the New York Independent System Operator, Inc. Control Area shall be designated in the 
Joint Operating Agreement Among and Between New York Independent System Operator Inc. 
and PJM Interconnection, L.L.C., Schedule A (PJM Rate Schedule FERC No. 45).  The CTS 
Enabled Interfaces between the PJM Control Area and the Midcontinent Independent System 
Operator, Inc. shall be designated consistent with Attachment 3, section 2 of the Joint Operating 
Agreement between Midcontinent Independent System Operator, Inc. and PJM Interconnection, 
L.L.C. 
 
CTS Interface Bid: 
 
“CTS Interface Bid” shall mean a unified real-time bid to simultaneously purchase and sell 
energy on either side of a CTS Enabled Interface in accordance with the procedures of Operating 
Agreement, Schedule 1, section 1.13, and the parallel provisions of Tariff, Attachment K-
Appendix, section 1.13. 
 
Curtailment: 
 
“Curtailment” shall mean a reduction in firm or non-firm transmission service in response to a 
transfer capability shortage as a result of system reliability conditions. 
 
Curtailment Service Provider: 
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“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which 
action on behalf of itself or one or more other Members or non-Members, participates in the PJM 
Interchange Energy Market, Ancillary Services markets, and/or Reliability Pricing Model by 
causing a reduction in demand. 
 
Customer Facility: 
 
“Customer Facility” shall mean Generation Facilities or Merchant Transmission Facilities 
interconnected with or added to the Transmission System pursuant to an Interconnection Request 
under Tariff, Part IV. 
 
Customer-Funded Upgrade: 
 
“Customer-Funded Upgrade” shall mean any Network Upgrade, Local Upgrade, or Merchant 
Network Upgrade for which cost responsibility (i) is imposed on an Interconnection Customer or 
an Eligible Customer pursuant to Tariff, Part VI, section 217, or (ii) is voluntarily undertaken by 
a New Service Customer in fulfillment of an Upgrade Request.  No Network Upgrade, Local 
Upgrade or Merchant Network Upgrade or other transmission expansion or enhancement shall be 
a Customer-Funded Upgrade if and to the extent that the costs thereof are included in the rate 
base of a public utility on which a regulated return is earned. 
 
Customer Interconnection Facilities: 
 
“Customer Interconnection Facilities” shall mean all facilities and equipment owned and/or 
controlled, operated and maintained by Interconnection Customer on Interconnection Customer’s 
side of the Point of Interconnection identified in the appropriate appendices to the 
Interconnection Service Agreement and to the Interconnection Construction Service Agreement, 
including any modifications, additions, or upgrades made to such facilities and equipment, that 
are necessary to physically and electrically interconnect the Customer Facility with the 
Transmission System. 
 
Daily Deficiency Rate: 
 
“Daily Deficiency Rate” shall mean the rate employed to assess certain deficiency charges under 
Tariff, Attachment DD, section 7, Tariff, Attachment DD, section 8, Tariff, Attachment DD, 
section 9, or Tariff, Attachment DD, section 13. 
 
Daily Unforced Capacity Obligation: 
 
“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with  Reliability Assurance 
Agreement, Schedule 8, or, as to an FRR entity, in Reliability Assurance Agreement, Schedule 
8.1. 
 
Day-ahead Congestion Price: 

Page 13



 
“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead 
Energy Market. 
 
Day-ahead Energy Market: 
 
“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of 
energy and payment of Transmission Congestion Charges developed by the Office of the 
Interconnection as a result of the offers and specifications submitted in accordance with 
Operating Agreement, Schedule 1, section 1.10 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.10. 
 
Day-ahead Energy Market Injection Congestion Credits: 
 
“Day-ahead Energy Market Injection Congestion Credits” shall mean those congestion credits 
paid to Market Participants for supply transactions in the Day-ahead Energy Market including 
generation schedules, Increment Offers, Up-to Congestion Transactions, import transactions, and 
Day-Ahead Pseudo-Tie Transactions. 
 
Day-ahead Energy Market Transmission Congestion Charges: 
 
“Day-ahead Energy Market Transmission Congestion Charges” shall be equal to the sum of Day-
ahead Energy Market Withdrawal Congestion Charges minus [the sum of Day-ahead Energy 
Market Injection Congestion Credits plus any congestion charges calculated pursuant to the Joint 
Operating Agreement between the Midcontinent Independent Transmission System Operator, 
Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC No. 38), plus any congestion 
charges calculated pursuant to the Joint Operating Agreement Among and Between New York 
Independent System Operator Inc. and PJM Interconnection, L.L.C. (PJM Rate Schedule FERC 
No. 45), plus any congestion charges calculated pursuant to agreements between the Office of 
the Interconnection and other entities, as applicable)]. 
 
Day-ahead Energy Market Withdrawal Congestion Charges: 
 
“Day-ahead Energy Market Withdrawal Congestion Charges” shall mean those congestion 
charges collected from Market Participants for withdrawal transactions in the Day-ahead Energy 
Market from transactions including Demand Bids, Decrement Bids, Up-to Congestion 
Transactions, Export Transactions, and Day-Ahead Pseudo-Tie Transactions. 
 
Day-ahead Loss Price: 
 
“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market. 
 
Day-ahead Prices: 
 
“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead 
Energy Market. 

Page 14



 
Day-Ahead Pseudo-Tie Transaction:  
 
“Day-Ahead Pseudo-Tie Transaction” shall mean a transaction scheduled in the Day-ahead 
Energy Market to the PJM-MISO interface from a generator within the PJM balancing authority 
area that Pseudo-Ties into the MISO balancing authority area. 
 
Day-ahead Settlement Interval:  

 
“Day-ahead Settlement Interval” shall mean the interval used by settlements, which shall be 
every one clock hour.  
 
Day-ahead System Energy Price: 
 
“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market. 
 
Deactivation: 
 
“Deactivation” shall mean the retirement or mothballing of a generating unit governed by Tariff, 
Part V. 
 
Deactivation Avoidable Cost Credit: 
 
“Deactivation Avoidable Cost Credit” shall mean the credit paid to Generation Owners pursuant 
to Tariff, Part V, section 114. 
 
Deactivation Avoidable Cost Rate: 
 
“Deactivation Avoidable Cost Rate” shall mean the formula rate established pursuant to Tariff, 
Part V, section 115. 
 
Deactivation Date: 
 
“Deactivation Date” shall mean the date a generating unit within the PJM Region is either retired 
or mothballed and ceases to operate. 
 
Decrement Bid: 
 
“Decrement Bid” shall mean a type of Virtual Transaction that is a bid to purchase energy at a 
specified location in the Day-ahead Energy Market.  A cleared Decrement Bid results in 
scheduled load at the specified location in the Day-ahead Energy Market. 
 
Default: 
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As used in the Interconnection Service Agreement and Construction Service Agreement, 
“Default” shall mean the failure of a Breaching Party to cure its Breach in accordance with the 
applicable provisions of an Interconnection Service Agreement or Construction Service 
Agreement. 
 
Delivering Party: 
 
“Delivering Party” shall mean the entity supplying capacity and energy to be transmitted at 
Point(s) of Receipt. 
 
Delivery Year: 
 
“Delivery Year” shall mean the Planning Period for which a Capacity Resource is committed 
pursuant to the auction procedures specified in Tariff, Attachment DD, or pursuant to an FRR 
Capacity Plan under Reliability Assurance Agreement, Schedule 8.1. 
 
Demand Bid: 
 
“Demand Bid” shall mean a bid, submitted by a Load Serving Entity in the Day-ahead Energy 
Market, to purchase energy at its contracted load location, for a specified timeframe and 
megawatt quantity, that if cleared will result in energy being scheduled at the specified location 
in the Day-ahead Energy Market and in the physical transfer of energy during the relevant 
Operating Day.   
 
Demand Bid Limit: 
 
“Demand Bid Limit” shall mean the largest MW volume of Demand Bids that may be submitted 
by a Load Serving Entity for any hour of an Operating Day, as determined pursuant to Operating 
Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of Tariff, Attachment K-
Appendix, section 1.10.1B. 
 
Demand Bid Screening: 
 
“Demand Bid Screening” shall mean the process by which Demand Bids are reviewed against 
the applicable Demand Bid Limit, and rejected if they would exceed that limit, as determined 
pursuant to Operating Agreement, Schedule 1, section 1.10.1B, and the parallel provisions of 
Tariff, Attachment K-Appendix, section 1.10.1B. 
 
Demand Resource: 
 
“Demand Resource” shall mean a resource with the capability to provide a reduction in demand. 
 
Demand Resource Factor or DR Factor: 
 
“Demand Resource Factor” or (“DR Factor”) shall have the meaning specified in the Reliability 
Assurance Agreement. 
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DER Aggregation Resource: 
 
“DER Aggregation Resource” shall be comprised of one or more Component DER.  A DER 
Aggregation Resource is used by a DER Aggregator to participate in the energy, capacity, and/or 
ancillary services markets of PJM through the DER Aggregator Participation Model.  A DER 
Aggregation Resource is capable of satisfying a minimum energy and/or ancillary services 
market offer of 100 kW.  The market participation eligibility of a DER Aggregation Resource 
shall be determined in accordance with the physical and operational characteristics of the 
underlying Component DER that comprise the DER Aggregation Resource. 
 
DER Aggregator: 
 
“DER Aggregator” shall mean an entity that is a Market Participant that: (i) uses one or more 
DER Aggregation Resources to participate in the energy, capacity, and/or ancillary services 
markets of PJM through the DER Aggregator Participation Model; and (ii) has a fully-executed 
DER Aggregator Participation Service Agreement. 
 
DER Aggregator Participation Model: 
 
“DER Aggregator Participation Model” shall mean the participation model described in Tariff, 
Attachment K-Appendix, section 1.4B. 
 
DER Capacity Aggregation Resource: 
 
“DER Capacity Aggregation Resource” shall mean one or more DER Aggregation Resource that 
participates in the Reliability Pricing Model, capable of satisfying a minimum capacity market 
offer of 100 kW, or is otherwise treated as capacity in PJM’s markets, such as through a Fixed 
Resource Requirement Capacity Plan, for the 2028/2029 Delivery Year and all subsequent 
Delivery Years.   
 
Designated Agent: 
 
“Designated Agent” shall mean any entity that performs actions or functions on behalf of the 
Transmission Provider, a Transmission Owner, an Eligible Customer, or the Transmission 
Customer required under the Tariff. 
 
Designated Entity: 
 
“Designated Entity” shall have the same meaning provided in the Operating Agreement. 
 
Direct Assignment Facilities: 
 
“Direct Assignment Facilities” shall mean facilities or portions of facilities that are constructed 
for the sole use/benefit of a particular Transmission Customer requesting service under the 
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Tariff.  Direct Assignment Facilities shall be specified in the Service Agreement that governs 
service to the Transmission Customer and shall be subject to Commission approval. 
 
Direct Charging Energy: 
 
“Direct Charging Energy” shall mean the energy that an Energy Storage Resource or Open-Loop 
Hybrid Resource purchases from the PJM Interchange Energy Market and (i) later resells to the 
PJM Interchange Energy Market; or (ii) is lost to conversion inefficiencies, provided that such 
inefficiencies are an unavoidable component of the conversion, storage, and discharge process 
that is used to resell energy back to the PJM Interchange Energy Market. 
 
Direct Load Control: 
 
“Direct Load Control” shall mean load reduction that is controlled directly by the Curtailment 
Service Provider’s market operations center or its agent, in response to PJM instructions. 
 
Discharge Economic Maximum Megawatts: 
 
“Discharge Economic Maximum Megawatts” shall mean the maximum megawatt power output 
available for discharge in economic dispatch by an Energy Storage Resource Model Participant 
or Open-Loop Hybrid Resource in Continuous Mode or in Discharge Mode. Discharge 
Economic Maximum Megawatts shall be the Economic Maximum for an Energy Storage 
Resource or Open-Loop Hybrid Resource in Discharge Mode or in Continuous Mode. 
 
Discharge Economic Minimum Megawatts: 
 
“Discharge Economic Minimum Megawatts” shall mean the minimum megawatt power output 
available for discharge in economic dispatch by an Energy Storage Resource Model Participant 
or Open-Loop Hybrid Resource in Discharge Mode.  Discharge Economic Minimum Megawatts 
shall be the Economic Minimum for an Energy Storage Resource or Open-Loop Hybrid 
Resource in Discharge Mode. 
 
Discharge Mode: 
 
“Discharge Mode” shall mean the mode of operation of an Energy Storage Resource Model 
Participant or Open-Loop Hybrid Resource that only includes positive megawatt quantities (i.e., 
the Energy Storage Resource Model Participant or Open-Loop Hybrid Resource is only injecting 
megawatts onto the grid).   
 
Discharge Ramp Rate: 
 
“Discharge Ramp Rate” shall mean the Ramping Capability of an Energy Storage Resource 
Model Participant or Open-Loop Hybrid Resource in Discharge Mode. 
 
Dispatch Rate: 
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“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour, 
calculated and transmitted continuously and dynamically to direct the output level of all 
generation resources dispatched by the Office of the Interconnection in accordance with the 
Offer Data. 
 
Dispatched Charging Energy:   
 
“Dispatched Charging Energy” shall mean Direct Charging Energy that an Energy Storage 
Resource Model Participant or Open-Loop Hybrid Resource receives from the electric grid 
pursuant to PJM dispatch while providing one of the following services in the PJM markets: 
Energy Imbalance Service pursuant to Tariff, Schedule 4; Regulation; Tier 2 Synchronized 
Reserves; or Reactive Service.  Energy Storage Resource Model Participants and Open-Loop 
Hybrid Resource shall be considered to be providing Energy Imbalance Service when they are 
dispatchable by PJM in real-time.   
 
Dynamic Schedule: 
 
“Dynamic Schedule” shall have the same meaning provided in the Operating Agreement. 
 
Dynamic Transfer: 
 
“Dynamic Transfer” shall have the same meaning provided in the Operating Agreement. 
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Definitions – R - S 
 
Ramping Capability: 
 
“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts 
per minute. 
 
Rating Agency: 
 
“Rating Agency” shall mean a Nationally Recognized Statistical Rating Organization that 
assesses the financial condition, strength and stability of companies and governmental entities 
and their ability to timely make principal and interest payments on their debts and the likelihood 
of default, and assigns a rating that reflects its assessment of the ability of the company or 
governmental entity to make the debt payments. 
 
Real-time Congestion Price: 
 
“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the 
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Real-time Loss Price: 
 
“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the 
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Real-time Energy Market: 
 
“Real-time Energy Market” shall mean the purchase or sale of energy and payment of 
Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in 
the Operating Day. 
 
Real-time Offer: 
 
“Real-time Offer” shall mean a new offer or an update to a Market Seller’s existing cost-based or 
market-based offer for a clock hour, submitted for use after the close of the Day-ahead Energy 
Market. 
 
Real-time Prices: 
 
“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the 
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Real-time Settlement Interval: 
 
“Real-time Settlement Interval” shall mean the interval used by settlements, which shall be every 
five minutes. 
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Real-time System Energy Price: 
 
“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office 
of the Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day. 
 
Reasonable Efforts: 
 
“Reasonable Efforts” shall mean, with respect to any action required to be made, attempted, or 
taken by an Interconnection Party or by a Construction Party under Tariff, Part IV or Tariff, Part 
VI, an Interconnection Service Agreement, or a Construction Service Agreement, such efforts as 
are timely and consistent with Good Utility Practice and with efforts that such party would 
undertake for the protection of its own interests. 
 
Receiving Party: 
 
“Receiving Party” shall mean the entity receiving the capacity and energy transmitted by the 
Transmission Provider to Point(s) of Delivery. 
 
Referral: 
 
“Referral” shall mean a formal report of the Market Monitoring Unit to the Commission for 
investigation of behavior of a Market Participant, of behavior of PJM, or of a market design 
flaw, pursuant to Tariff, Attachment M, section IV.I. 
 
Reference Resource: 
 
For Delivery Years up to and including the 2025/2026 Delivery Year, “Reference Resource” 
shall mean a combustion turbine generating station, configured with a single General Electric 
Frame 7HA turbine with evaporative cooling, Selective Catalytic Reduction technology, dual 
fuel capability, and a heat rate of 9.134 Mmbtu/ MWh.  For the 2026/2027 Delivery Year and 
subsequent Delivery Years, “Reference Resource” shall mean, for all CONE Areas, a 
combustion turbine generating station, configured with a single General Electric Frame 7HA 
turbine with evaporative cooling, Selective Catalytic Reduction technology, dual fuel capability, 
and a heat rate of 9.189 Mmbtu/MWh. 
 
Regional Entity: 
 
“Regional Entity” shall have the same meaning specified in the Operating Agreement. 
 
Regional Network Integration Transmission Service:  
 
“Regional Network Integration Transmission Service” shall mean firm transmission service 
taken by Network Customers that involves the delivery of energy and/or capacity from Network 
Resources physically interconnected to the Transmission Provider’s transmission system to 
Network Load physically interconnected to the Transmission Provider’s transmission system. 
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Regional Transmission Expansion Plan: 
 
“Regional Transmission Expansion Plan” shall mean the plan prepared by the Office of the 
Interconnection pursuant to Operating Agreement, Schedule 6 for the enhancement and 
expansion of the Transmission System in order to meet the demands for firm transmission 
service in the PJM Region. 
 
Regional Transmission Group (RTG): 
 
“Regional Transmission Group” or “RTG” shall mean a voluntary organization of transmission 
owners, transmission users and other entities approved by the Commission to efficiently 
coordinate transmission planning (and expansion), operation and use on a regional (and 
interregional) basis. 
 
Regulation: 
 
“Regulation” shall mean the capability of a specific generation resource or Demand Resource 
with appropriate telecommunications, control and response capability to separately increase and 
decrease its output or adjust load in response to a regulating control signal, in accordance with 
the specifications in the PJM Manuals. 
 
Regulation Requirement: 
 
“Regulation Requirement” shall mean the required megawatts of performance-adjusted 
Regulation capability to be maintained in a Regulation Zone. The Regulation Requirement is 
defined as a set megawatt value by commitment interval and can increase to account for 
additional operational uncertainty, in accordance with the PJM Manuals. 
 
Regulation Zone: 
 
“Regulation Zone” shall mean any of those one or more geographic areas, each consisting of a 
combination of one or more Control Zone(s) as designated by the Office of the Interconnection 
in the PJM Manuals, relevant to provision of, and requirements for, regulation service. 
 
Relevant Electric Retail Regulatory Authority: 
 
“Relevant Electric Retail Regulatory Authority” shall mean an entity that has jurisdiction over 
and establishes prices and policies for competition for providers of retail electric service to end-
customers, such as the city council for a municipal utility, the governing board of a cooperative 
utility, the state public utility commission or any other such entity. 
 
Reliability Assurance Agreement or PJM Reliability Assurance Agreement: 
 
“Reliability Assurance Agreement” or “PJM Reliability Assurance Agreement” shall mean that 
certain Reliability Assurance Agreement Among Load Serving Entities in the PJM Region, on 
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file with FERC as PJM Interconnection L.L.C. Rate Schedule FERC No. 44, and as amended 
from time to time thereafter. 
 
Reliability Pricing Model Auction: 
 
“Reliability Pricing Model Auction” or “RPM Auction” shall mean the Base Residual Auction or 
any Incremental Auction. 
 
Required Transmission Enhancements: 
 
“Regional Transmission Enhancements” shall mean enhancements and expansions of the 
Transmission System that (1) a Regional Transmission Expansion Plan developed pursuant to 
Operating Agreement, Schedule 6 or (2) any joint planning or coordination agreement between 
PJM and another region or transmission planning authority set forth in Tariff, Schedule 12-
Appendix B (“Appendix B Agreement”) designates one or more of the Transmission Owner(s) to 
construct and own or finance.  Required Transmission Enhancements shall also include 
enhancements and expansions of facilities in another region or planning authority that meet the 
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have 
been classified as transmission facilities in a ruling by FERC addressing such facilities 
constructed pursuant to an Appendix B Agreement cost responsibility for which has been 
assigned at least in part to PJM pursuant to such Appendix B Agreement.  
 
Reserved Capacity: 
 
“Reserved Capacity” shall mean the maximum amount of capacity and energy that the 
Transmission Provider agrees to transmit for the Transmission Customer over the Transmission 
Provider’s Transmission System between the Point(s) of Receipt and the Point(s) of Delivery 
under Tariff, Part II.  Reserved Capacity shall be expressed in terms of whole megawatts on a 
sixty (60) minute interval (commencing on the clock hour) basis. 
 
Reserve Penalty Factor: 
 
“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a 
specific reserve requirement in a Reserve Zone or Reserve Sub-zone.  A Reserve Penalty Factor 
will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone. 
 
Reserve Sub-zone: 
 
“Reserve Sub-zone” shall mean any of those geographic areas wholly contained within a Reserve 
Zone, consisting of a combination of a portion of one or more Control Zone(s) as designated by 
the Office of the Interconnection in the PJM Manuals, relevant to provision of, and requirements 
for, reserve service. 
 
Reserve Zone: 
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“Reserve Zone” shall mean any of those geographic areas consisting of a combination of one or 
more Control Zone(s), as designated by the Office of the Interconnection in the PJM Manuals, 
relevant to provision of, and requirements for, reserve service. 
 
Residual Auction Revenue Rights: 
 
“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights 
created within a Planning Period by an increase in transmission system capability, including the 
return to service of existing transmission capability, that was not modeled pursuant to Operating 
Agreement, Schedule 1, section 7.5 and the parallel provisions of  Tariff, Attachment K-
Appendix, section 7.5 in compliance with Operating Agreement, Schedule 1, section 7.4.2 (h) 
and the parallel provisions of Tariff, Attachment K-Appendix, section 7.4.2(h), and, if modeled, 
would have increased the amount of stage 1 Auction Revenue Rights allocated pursuant to 
Operating Agreement, Schedule 1, section 7.4.2 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 7.4.2; provided that, the foregoing notwithstanding, Residual Auction 
Revenue Rights shall exclude: 1) Incremental Auction Revenue Rights allocated pursuant to 
Tariff, Part VI;  and 2) Auction Revenue Rights allocated to entities that are assigned cost 
responsibility pursuant to Operating Agreement, Schedule 6 for  transmission upgrades that 
create such rights. 
 
Residual Metered Load: 
 
“Residual Metered Load” shall mean all load remaining in an electric distribution company’s 
fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities 
serving load in such area(s) or territory(ies) has been carved out. 
 
Resource Substitution Charge: 
 
“Resource Substitution Charge” shall mean a charge assessed on Capacity Market Buyers in an 
Incremental Auction to recover the cost of replacement Capacity Resources. 
 
Responsible Customer: 
 
“Responsible Customer” shall mean customers using Interim Network Integration Transmission 
Service, Firm Contract Demand Transmission Service, Non-Firm Contract Demand 
Transmission Service, Point-to-Point Transmission Service and/or Network Integration 
Transmission Service and Merchant Transmission Facility owners, which are assigned cost 
responsibility for Transmission Enhancement Charges as determined pursuant to Tariff, 
Schedule 12. 
 
Restricted Collateral: 
 
“Restricted Collateral” shall mean Collateral, held by PJM or PJMSettlement, which cannot be 
used, netted, credited or spent by the Participant to satisfy any other obligations. 
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Revenue Data for Settlements: 
 
“Revenue Data for Settlements” shall mean energy quantities used in accounting and billing as 
determined pursuant to Tariff, Attachment K-Appendix and the corresponding provisions of 
Operating Agreement, Schedule 1. 
 
RPM Seller Credit: 
  
“RPM Seller Credit” shall mean an additional form of Unsecured Credit defined in Tariff, 
Attachment Q, section VI. 
 
Scheduled Incremental Auctions: 
 
“Scheduled Incremental Auctions” shall refer to the First, Second, or Third Incremental Auction. 
 
Schedule of Work: 
 
“Schedule of Work” shall mean that schedule attached to the Interconnection Construction 
Service Agreement setting forth the timing of work to be performed by the Constructing Entity 
pursuant to the Interconnection Construction Service Agreement, based upon the Facilities Study 
and subject to modification, as required, in accordance with Transmission Provider’s scope 
change process for interconnection projects set forth in the PJM Manuals. 
 
Scope of Work: 
 
“Scope of Work” shall mean that scope of the work attached as a schedule to the Interconnection 
Construction Service Agreement and to be performed by the Constructing Entity(ies) pursuant to 
the Interconnection Construction Service Agreement, provided that such Scope of Work may be 
modified, as required, in accordance with Transmission Provider’s scope change process for 
interconnection projects set forth in the PJM Manuals. 
 
Seasonal Capacity Performance Resource: 
 
“Seasonal Capacity Performance Resource” shall have the same meaning specified in Tariff, 
Attachment DD, section 5.5A. 
 
Secondary Reserve:  
 
“Secondary Reserve” shall mean the reserve capability of generation resources that can be 
converted fully into energy or Economic Load Response Participant resources whose demand can 
be reduced within 30 minutes (less the capability of such resources to provide Primary Reserve), 
from the request of the Office of the Interconnection, regardless of whether the equipment 
providing the reserve is electrically synchronized to the Transmission System or not. 
 
Secondary Systems: 
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“Secondary Systems” shall mean control or power circuits that operate below 600 volts, AC or 
DC, including, but not limited to, any hardware, control or protective devices, cables, conductors, 
electric raceways, secondary equipment panels, transducers, batteries, chargers, and voltage and 
current transformers. 
 
Second Incremental Auction: 
 
“Second Incremental Auction” shall mean an Incremental Auction conducted ten months before 
the Delivery Year to which it relates.   
 
Security: 
 
“Security” shall mean the security provided by the New Service Customer pursuant to Tariff, 
section 212.4 or Tariff, Part VI, section 213.4 to secure the New Service Customer’s responsibility 
for Costs under the Interconnection Service Agreement or Upgrade Construction Service 
Agreement and Tariff, Part VI, section 217.  
 
Segment:  
“Segment” shall have the same meaning as described in Operating Agreement, Schedule 1, 
section 3.2.3(e), and the parallel provisions of Tariff, Attachment K-Appendix, section 3.2.3(e). 
 
Self-Supply: 
 
“Self-Supply” shall mean Capacity Resources secured by a Load-Serving Entity, by ownership 
or contract, outside a Reliability Pricing Model Auction, and used to meet obligations under this 
Attachment or the Reliability Assurance Agreement through submission in a Base Residual 
Auction or an Incremental Auction of a Sell Offer indicating such Market Seller’s intent that 
such Capacity Resource be Self-Supply.  Self-Supply may be either committed regardless of 
clearing price or submitted as a Sell Offer with a price bid. A Load Serving Entity's Sell Offer 
with a price bid for an owned or contracted Capacity Resource shall not be deemed “Self-
Supply,” unless it is designated as Self-Supply and used by the LSE to meet obligations under 
this Attachment or the Reliability Assurance Agreement. 
 
Self-Supply Entity: 
 
“Self-Supply Entity” shall mean the following types of Load Serving Entity that operate under 
long-standing business models: single customer entity, public power entity, or vertically 
integrated utility, where “vertically integrated utility” means a utility that owns generation, 
includes such generation in its regulated rates, and earns a regulated return on its investment in 
such generation or receives any cost recovery for such generation through bilateral contracts; 
“single customer entity”  means a Load Serving Entity that serves at retail only customers that 
are under common control with such Load Serving Entity, where such control means holding 
51% or more of the voting securities or voting interests of the Load Serving Entity and all its 
retail customers; and “public power entity” means cooperative and municipal utilities, including 
public power supply entities comprised of either or both of the same and rural electric 
cooperatives, and joint action agencies. 
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Self-Supply Seller: 
 
“Self-Supply Seller” shall mean, for purposes of evaluating Buyer-Side Market Power, the 
following types of Load Serving Entities that operate under long-standing business models: 
vertically integrated utility or public power entity, where “vertically integrated utility” means a 
utility that owns generation, includes such generation in its state-regulated rates, and earns a 
state-regulated return on its investment in such generation; and “public power entity” means 
electric cooperatives that are either rate regulated by the state or have their long-term resource 
plan approved or otherwise reviewed and accepted by a Relevant Electric Retail Regulatory 
Authority and municipal utilities or joint action agencies that are subject to direct regulation by a 
Relevant Electric Retail Regulatory Authority. 
 
Sell Offer: 
 
“Sell Offer” shall mean an offer to sell Capacity Resources in a Base Residual Auction, 
Incremental Auction, or Reliability Backstop Auction. 
 
Service Agreement: 
 
“Service Agreement” shall mean the initial agreement and any amendments or supplements thereto 
entered into by the Transmission Customer and the Transmission Provider for service under the 
Tariff. 
 
Service Commencement Date: 
 
“Service Commencement Date” shall mean the date the Transmission Provider begins to provide 
service pursuant to the terms of an executed Service Agreement, or the date the Transmission 
Provider begins to provide service in accordance with Tariff, Part II, section 15.3 or Tariff, Part 
III, section 29.1. 
 
Short-Term Firm Point-To-Point Transmission Service: 
 
“Short-Term Firm Point-To-Point Transmission Service” shall mean Firm Point-To-Point 
Transmission Service under Tariff, Part II with a term of less than one year. 
 
Short-term Project: 
 
“Short-term Project” shall have the same meaning provided in the Operating Agreement. 
 
Site: 
 
“Site” shall mean all of the real property, including but not limited to any leased real property and 
easements, on which the Customer Facility is situated and/or on which the Customer 
Interconnection Facilities are to be located. 
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Small Commercial Customer: 
 
“Small Commercial Customer,” as used in RAA, Schedule 6 and Tariff, Attachment DD-1, shall 
mean a commercial retail electric end-use customer of an electric distribution company that 
participates in a mass market demand response program under the jurisdiction of a RERRA and 
satisfies the definition of a “small commercial customer” under the terms of the applicable 
RERRA’s program, provided that the customer has an annual peak demand no greater than 
100kW. 
 
Small Generation Resource: 
 
“Small Generation Resource” shall mean an Interconnection Customer’s device of 20 MW or less 
for the production and/or storage for later injection of electricity identified in an Interconnection 
Request, but shall not include the Interconnection Customer’s Interconnection Facilities.  This 
term shall include Energy Storage Resources and/or other devices for storage for later injection of 
energy. 
 
Small Inverter Facility: 
 
“Small Inverter Facility” shall mean an Energy Resource that is a certified small inverter-based 
facility no larger than 10 kW. 
 
Small Inverter ISA: 
 
“Small Inverter ISA” shall mean an agreement among Transmission Provider, Interconnection 
Customer, and Interconnected Transmission Owner regarding interconnection of a Small Inverter 
Facility under Tariff, Part IV, section 112B. 
 
Special Member: 
 
 “Special Member” shall mean an entity that satisfies the requirements of Operating Agreement, 
Schedule 1, section 1.5A.02, and the parallel provisions of Tariff, Attachment K-Appendix, 
section 1.5A.02, or the special membership provisions established under the Emergency Load 
Response and Pre-Emergency Load Response Programs. 
 
Spot Market Backup: 
 
“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the 
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt 
obligations of a bilateral contract that has been curtailed or interrupted for any reason. 
 
Spot Market Energy: 
 
“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJM 
Interchange Energy Market at System Energy Prices determined as specified in Operating 
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Agreement, Schedule 1, section 2, and the parallel provisions of Tariff, Attachment K-Appendix, 
section 2. 
 
Start Additional Labor Costs: 
 
“Start Additional Labor Costs” shall mean additional labor costs for startup required above 
normal station manning levels.  
 
Start Fuel: 
 
For units without a soak process, “Start Fuel” shall consist of fuel consumed from first fire of the 
start process to first breaker closing, plus any fuel expended from last breaker opening to 
shutdown. 
 
For units with a soak process, “Start Fuel” is fuel consumed from first fire of the start process 
(initial reactor criticality for nuclear units) to dispatchable output (including auxiliary boiler 
fuel), plus any fuel expended from last breaker opening to shutdown, excluding normal plant 
heating/auxiliary equipment fuel requirements.  Start Fuel included for each temperature state 
from breaker closure to dispatchable output shall not exceed the unit specific soak time period 
reviewed and approved as part of the unit-specific parameter process detailed in Tariff, 
Attachment K-Appendix, section 6.6(c) or the defaults below: 

• Cold Soak Time = 0.73 * unit specific Minimum Run Time (in hours) 
• Intermediate Soak Time = 0.61 * unit specific Minimum Run Time (in hours) 
• Hot Soak Time = 0.43 * unit specific Minimum Run Time (in hours)   

 
Start-Up Costs: 
 
“Start-Up Costs” shall consist primarily of the cost of fuel, as determined by the unit’s start heat 
input (adjusted by the performance factor) times the fuel cost.  It also includes operating costs, 
Maintenance Adders, emissions allowances/adders, and station service cost.  Start-Up Costs can 
vary with the unit offline time being categorized in three unit temperature conditions: hot, 
intermediate and cold. 
 
For units with a steam turbine and a soak process (nuclear, steam, and combined cycle), “Start 
Fuel” is fuel consumed from first fire of start process (initial reactor criticality for nuclear units): 
Start-Up Costs shall mean the net unit costs from PJM’s notification to the level at which the unit 
can follow PJM’s dispatch, and from last breaker open to shutdown. 
 
For units without a steam turbine and no soak process (engines, combustion turbines, Intermittent 
Resources, and Energy Storage Resources): Start-Up Costs shall mean the unit costs from PJM’s 
notification to first breaker close and from last breaker open to shutdown.   
 
State: 
 
“State” shall mean the District of Columbia and any State or Commonwealth of the United States. 
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State Commission: 
 
“State Commission” shall mean any state regulatory agency having jurisdiction over retail 
electricity sales in any State in the PJM Region. 
 
State Estimator: 
 
“State Estimator” shall mean the computer model of power flows specified in Operating 
Agreement, Schedule 1, section 2.3 and the parallel provisions of Tariff, Attachment K-
Appendix, section 2.3. 
 
State of Charge: 
 
“State of Charge” shall mean the quantity of physical energy stored in an Energy Storage 
Resource Model Participant or in a storage component of a Hybrid Resource in proportion to its 
maximum State of Charge capability. State of Charge is quantified as defined in the PJM 
Manuals. 
 
State of Charge Management: 
 
“State of Charge Management” shall mean the control of State of Charge of an Energy Storage 
Resource Market Participant or a storage component of a Hybrid Resource using minimum and 
maximum discharge (and, as applicable, charge) limits, changes in operating mode (as 
applicable), discharging (and, as applicable, charging) offer curves, and self-scheduling of non-
dispatchable sales (and, as applicable, purchases) of energy in the PJM markets.  State of Charge 
Management shall not interfere with the obligation of a Market Seller of an Energy Storage 
Resource Model Participant or of a Hybrid Resource to follow PJM dispatch, consistent with all 
other resources. 
 
State Subsidy: 
 
“State Subsidy” shall mean a direct or indirect payment, concession, rebate, subsidy, non-
bypassable consumer charge, or other financial benefit that is as a result of any action, mandated 
process, or sponsored process of a state government, a political subdivision or agency of a state, 
or an electric cooperative formed pursuant to state law, and that  

(1) is derived from or connected to the procurement of (a) electricity or electric generation 
capacity sold at wholesale in interstate commerce, or (b) an attribute of the generation 
process for electricity or electric generation capacity sold at wholesale in interstate 
commerce; or 
(2) will support the construction, development, or operation of a new or existing Capacity 
Resource; or  
(3) could have the effect of allowing the unit to clear in any PJM capacity auction.  

Notwithstanding the foregoing, State Subsidy shall not include (a) payments, concessions, 
rebates, subsidies, or incentives designed to incent, or participation in a program, contract or 
other arrangement that utilizes criteria designed to incent or promote, general industrial 
development in an area or designed to incent siting facilities in that county or locality rather than 
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another county or locality; (b) state action that imposes a tax or assesses a charge utilizing the 
parameters of a regional program on a given set of resources notwithstanding the tax or cost 
having indirect benefits on resources not subject to the tax or cost (e.g., Regional Greenhouse 
Gas Initiative); (c) any indirect benefits to a Capacity Resource as a result of any transmission 
project approved as part of the Regional Transmission Expansion Plan; (d) any contract, legally 
enforceable obligation, or rate pursuant to the Public Utility Regulatory Policies Act or any other 
state-administered federal regulatory program (e.g., the Cross-State Air Pollution Rule); (e) any 
revenues from the sale or allocation, either direct or indirect, to an Entity Providing Supply 
Services to Default Retail Service Provider where such entity’s obligations was awarded through 
a state default procurement auction that was subject to independent oversight by a consultant or 
manager who certifies that the auction was conducted through a non-discriminatory and 
competitive bidding process, subject to the below condition, and provided further that nothing 
herein would exempt a Capacity Resource that would otherwise be subject to the minimum offer 
price rule pursuant to this Tariff; (f) any revenues for providing capacity as part of an FRR 
Capacity Plan or through bilateral transactions with FRR Entities; or (g) any voluntary and arm’s 
length bilateral transaction (including but not limited to those reported pursuant to Tariff, 
Attachment DD, section 4.6), such as a power purchase agreement or other similar contract 
where the buyer is a Self-Supply Entity and the transaction is (1) a short term transaction (one-
year or less) or (2) a long-term transaction that is the result of a competitive process that was not 
fuel-specific and is not used for the purpose of supporting uneconomic construction, 
development, or operation of the subject Capacity Resource, provided however that if the Self-
Supply Entity is responsible for offering the Capacity Resource into an RPM Auction, the 
specified amount of installed capacity purchased by such Self-Supply Entity shall be considered 
to receive a State Subsidy in the same manner, under the same conditions, and to the same extent 
as any other Capacity Resource of a Self-Supply Entity.  For purposes of subsection (e) of this 
definition, a state default procurement auction that has been certified to be a result of a non-
discriminatory and competitive bidding process shall: 

(i) have no conditions based on the ownership (except supplier diversity 
requirements or limits), location (except to meet PJM deliverability 
requirements), affiliation, fuel type, technology, or emissions of any resources or 
supply (except state-mandated renewable portfolio standards for which Capacity 
Resources are separately subject to the minimum offer price rule or eligible for an 
exemption); 

(ii) result in contracts between an Entity Providing Supply Services to Default Retail 
Service Provider and the electric distribution company for a retail default 
generation supply product and none of those contracts require that the retail 
obligation be sourced from any specific Capacity Resource or resource type as set 
forth in subsection (i) above; and 

(iii) establish market-based compensation for a retail default generation supply 
product that retail customers can avoid paying for by obtaining supply from a 
competitive retail supplier of their choice. 

 
Station Power: 
 
“Station Power” shall mean energy used for operating the electric equipment on the site of a 
generation facility located in the PJM Region or for the heating, lighting, air-conditioning and 
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office equipment needs of buildings on the site of such a generation facility that are used in the 
operation, maintenance, or repair of the facility.  Station Power does not include any energy (i) 
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii) 
used in association with restoration or black start service; or (iv) that is Direct Charging Energy. 
 
Sub-meter: 
 
“Sub-meter” shall mean a metering point for electricity consumption that does not include all 
electricity consumption for the end-use customer as defined by the electric distribution company 
account number.  PJM shall only accept sub-meter load data from end-use customers for 
measurement and verification of Regulation service as set forth in the Economic Load Response 
rules and PJM Manuals. 
 
Summer-Period Capacity Performance Resource: 
 
“Summer-Period Capacity Performance Resource” shall have the same meaning specified in 
Tariff, Attachment DD, section 5.5A. 
 
Surplus Interconnection Customer: 
 
“Surplus Interconnection Customer” shall mean either an Interconnection Customer whose 
Generating Facility is already interconnected to the PJM Transmission System or one of its 
affiliates, or an unaffiliated entity that submits a Surplus Interconnection Request to utilize 
Surplus Interconnection Service within the Transmission System in the PJM Region.  A Surplus 
Interconnection Customer is not a New Service Customer.    
 
Surplus Interconnection Request: 
 
“Surplus Interconnection Request” shall mean a request submitted by a Surplus Interconnection 
Customer, pursuant to Tariff, Attachment RR, to utilize Surplus Interconnection Service within 
the Transmission System in the PJM Region.  A Surplus Interconnection Request is not a New 
Service Request. 
 
Surplus Interconnection Service: 
 
“Surplus Interconnection Service” shall mean any unneeded portion of Interconnection Service 
established in an Interconnection Service Agreement, such that if Surplus Interconnection Service 
is utilized, the total amount of Interconnection Service at the Point of Interconnection would 
remain the same. 
 
Switching and Tagging Rules: 
 
“Switching and Tagging Rules” shall mean the switching and tagging procedures of 
Interconnected Transmission Owners and Interconnection Customer as they may be amended 
from time to time.  
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Synchronized Reserve: 
 
“Synchronized Reserve” shall mean the 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 from the request of the Office of the Interconnection 
dispatcher, and is provided by equipment that is electrically synchronized to the Transmission 
System. 
 
Synchronized Reserve Event: 
 
“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to 
generation resources and/or Economic Load Response Participant resources able, assigned or 
self-scheduled to provide Synchronized Reserve in one or more specified Reserve Zones or 
Reserve Sub-zones, within ten minutes, to increase the energy output or reduce load by a 
directed amount of the assigned or self-scheduled Synchronized Reserve. 
 
Synchronized Reserve Requirement: 
 
“Synchronized Reserve Requirement” shall mean the megawatts required to be maintained in a 
Reserve Zone or Reserve Sub-zone as Synchronized Reserve, absent any increase to account for 
additional reserves scheduled to address operational uncertainty.  The Synchronized Reserve 
Requirement is calculated in accordance with the PJM Manuals.  This requirement can only be 
satisfied by Synchronized Reserve resources. 
 
System Condition: 
 
“System Condition” shall mean a specified condition on the Transmission Provider’s system or on 
a neighboring system, such as a constrained transmission element or flowgate, that may trigger 
Curtailment of Long-Term Firm Point-to-Point Transmission Service using the curtailment 
priority pursuant to Tariff, Part II, section 13.6.  Such conditions must be identified in the 
Transmission Customer’s Service Agreement. 
 
System Energy Price: 
 
“System Energy Price” shall mean the energy component of the Locational Marginal Price, 
which is the price at which the Market Seller has offered to supply an additional increment of 
energy from a resource, calculated as specified in Operating Agreement, Schedule 1, section 2 
and the parallel provisions of Tariff, Attachment K-Appendix, section 2. 
 
System Impact Study: 
 
“System Impact Study” shall mean an assessment by the Transmission Provider of (i) the adequacy 
of the Transmission System to accommodate a Completed Application, an Interconnection 
Request or an Upgrade Request, (ii) whether any additional costs may be incurred in order to 
provide such transmission service or to accommodate an Interconnection Request, and (iii) with 
respect to an Interconnection Request, an estimated date that an Interconnection Customer’s 
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Customer Facility can be interconnected with the Transmission System and an estimate of the 
Interconnection Customer’s cost responsibility for the interconnection; and (iv) with respect to an 
Upgrade Request, the estimated cost of the requested system upgrades or expansion, or of the cost 
of the system upgrades or expansion, necessary to provide the requested incremental rights. 
 
System Protection Facilities: 
 
“System Protection Facilities” shall refer to the equipment required to protect (i) the Transmission 
System, other delivery systems and/or other generating systems connected to the Transmission 
System from faults or other electrical disturbance occurring at or on the Customer Facility, and (ii) 
the Customer Facility from faults or other electrical system disturbance occurring on the 
Transmission System or on other delivery systems and/or other generating systems to which the 
Transmission System is directly or indirectly connected.  System Protection Facilities shall include 
such protective and regulating devices as are identified in the Applicable Technical Requirements 
and Standards or that are required by Applicable Laws and Regulations or other Applicable 
Standards, or as are otherwise necessary to protect personnel and equipment and to minimize 
deleterious effects to the Transmission System arising from the Customer Facility. 
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706 Rates and Charges 
 
Eligible Customers taking Interim Network Integration Transmission Service shall pay the 
charges set forth in this Section 706. 
 
706.1 Monthly Demand Charge 
 
Eligible Customer shall pay a monthly Demand Charge for Zone Network Load and Non-Zone 
Network Load, which shall be determined as follows:  Eligible Customer’s measured demand 
amount (in MWs) multiplied by the applicable zonal Network Integration Transmission Service 
rate established pursuant to Section 34.1. 
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SCHEDULE 12 
Transmission Enhancement Charges 

 
(a) Establishment of Transmission Enhancement Charges.   
 
 (i) Establishment of Transmission Enhancement Charges by Transmission 
Owners and Entities That Will Become Transmission Owners.  One or more of the 
Transmission Owners may be designated to construct and own and/or finance Required 
Transmission Enhancements by (1) the Regional Transmission Expansion Plan periodically 
developed pursuant to Operating Agreement, Schedule 6 or (2) any joint planning or 
coordination agreement between PJM and another region or transmission planning authority set 
forth in Tariff, Schedule 12-Appendix B (“Appendix B Agreement”) (collectively, for purposes 
of this Schedule 12 only, “Regional Transmission Expansion Plan”).  Operating Agreement, 
Schedule 6, section 1.7 recognizes that Transmission Owners, subject to obtaining any necessary 
regulatory approvals, may seek to recover the costs of Required Transmission Enhancements and 
obligates PJMSettlement to collect on behalf of Transmission Owner(s) any charges established 
by Transmission Owners to recover the costs of Required Transmission Enhancements.  If a 
Transmission Owner is designated by the Regional Transmission Expansion Plan to construct 
and own and/or finance a Required Transmission Enhancement, such Transmission Owner may 
choose any of the following cost recovery mechanisms, subject to the crediting procedures set 
forth in section (e) below:  
 

(1) Decline to seek to recover the costs of Required Transmission Enhancements 
from customers until such time as it makes a filing pursuant to Section 205 of the Federal 
Power Act to revise its Network Integration Transmission Service rates; 
 
(2)  Make a filing pursuant Section 205 of the Federal Power Act and the FERC’s 
rules and regulations to establish the revenue requirement with respect to a Required 
Transmission Enhancement, without filing to revise its rates for Network Integration 
Transmission Service generally; or 
 
(3)  Establish the revenue requirement with respect to a Required Transmission 
Enhancement through the operation of a formula rate in effect applicable to its rates for 
Network Integration Transmission Service. 

 
A charge established to recover the revenue requirement with respect to a Required Transmission 
Enhancement is hereafter referred to as a “Transmission Enhancement Charge.”  Transmission 
Enhancement Charges of one or more Transmission Owners for Required Transmission 
Enhancements shall be established in accordance with this Schedule 12.    
 
 (ii) Establishment of Transmission Enhancement Charges With Respect to 
Required Transmission Enhancements Constructed by Entities in Another Region. The 
revenue requirement with respect to a Required Transmission Enhancement constructed pursuant 
to an Appendix B Agreement in another region by an entity designated by such other region shall 
be governed by the tariffs or agreements in effect in such region. Transmission Enhancement 
Charges to recover the costs of such Required Transmission Enhancement for which PJM is 
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responsible shall be determined in accordance with this Schedule 12.  Other than with respect to 
a Required Transmission Enhancement constructed pursuant to an Appendix B Agreement, no 
PJM Network or Transmission Customer will bear cost responsibility for any required 
transmission upgrades in another region as a consequence of a Required Transmission 
Enhancement included in the Regional Transmission Expansion Plan.   
 
 (iii) Transmission Facilities Not Eligible for Cost Responsibility Assignment.  Any 
alternating current (“A.C.”) facilities or direct current (“D.C.”) facilities that are Attachment 
Facilities, Local Upgrades, Merchant Network Upgrades, Merchant Transmission Facilities, 
Network Upgrades, Supplemental Projects, or any other Transmission Facilities that operate or 
are planned to be operated in a manner that requires customers to subscribe to transmission 
service over such facilities or to a portion of the electric capability of such facilities shall not be 
eligible for cost responsibility assignment pursuant to this Schedule 12.   
 
 (iv) Entities Not Yet Eligible to Become Transmission Owners.  For purposes of 
this Schedule 12 only, the term, “Transmission Owner,” shall include any entity that undertakes 
to construct and own and/or finance a Required Transmission Enhancement pursuant to a 
designation in the Regional Transmission Expansion Plan to construct and own and/or finance 
such Required Transmission Enhancement, even if such entity is not yet eligible to become a 
party to the Consolidated Transmission Owners Agreement.  Nothing in the PJM Tariff nor the 
Consolidated Transmission Owners Agreement shall prevent an entity that undertakes to 
construct and own and/or finance a Required Transmission Enhancement pursuant to a 
designation in the Regional Transmission Expansion Plan to construct and own and/or finance 
such Required Transmission Enhancement from recovering the costs of such Required 
Transmission Enhancement through this Schedule 12. 
 
 (v) Effective Date.  The assignment of cost responsibility or classification of 
Required Transmission Enhancements either (1) made by the Transmission Provider prior to 
February 1, 2013, or (2) applicable to Required Transmission Enhancements approved by the 
PJM Board pursuant to Operating Agreement, section 1.6 prior to February 1, 2013 are set forth 
in Tariff, Schedule 12-Appendix.  Except as specifically set forth herein, nothing in this 
Schedule 12 shall change the assignment of cost responsibility or classification of Required 
Transmission Enhancements included in Tariff, Schedule 12-Appendix.  The assignment of cost 
responsibility or classification of all other Required Transmission Enhancements shall be set 
forth in Tariff, Schedule 12-Appendix A.  
 
 
(b) Designation of Customers Subject to Transmission Enhancement Charges.   
 
 (i) Regional Facilities and Necessary Lower Voltage Facilities.  Transmission 
Provider shall assign cost responsibility on a region-wide basis for Required Transmission 
Enhancements included in the Regional Transmission Expansion Plan that (1) (a) are A.C. 
facilities that operate at or above 500 kV; (b) constitute a single Required Transmission 
Enhancement comprising two A.C. circuits operating at or above 345 kV and below 500 kV, 
where both circuits originate from a single substation or switching station at one end and 
terminate at a single substation or switching station at the other end, regardless of whether or not 
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the two circuits are routed in the same right-of-way (“Double-circuit 345 kV Required 
Transmission Enhancement”); (c) are A.C. or D.C. shunt reactive resources (such as capacitors, 
static var compensators, static synchronous condenser (STATCON), synchronous condensers, 
inductors, other shunt devices, or their equivalent) connected to a Transmission Facility 
described in clause (a) or (b) of this subsection, or (d) are D.C. facilities meeting the criteria set 
forth in subsection (b)(i)(D) (collectively, “Regional Facilities”), or (2) new A.C. Transmission 
Facilities or expansions or enhancements to existing Transmission Facilities that operate below 
500 kV (or 345 kV in the case of a Regional Facility described in clause (1)(b) of this 
subsection) or new D.C. Transmission Facilities that do not meet the criteria of subsection 
(b)(i)(D) that must be constructed or strengthened to support new Regional Facilities, based on 
the planning criteria used by the Transmission Provider in developing the applicable Regional 
Transmission Expansion Plan (“Necessary Lower Voltage Facilities”) as follows:  
 
  (A) Cost responsibility for Regional Facilities and Necessary Lower Voltage 
Facilities shall be allocated among Responsible Customers as defined in this Schedule 12 as 
follows: 
 
   (1) Fifty percent (50%) shall be assigned annually on a load-ratio 
share basis as follows: 

    (a) With respect to each Zone, using, consistent with Tariff, 
Part III, section 34.1, the applicable zonal loads at the time of such Zone’s annual peak load from 
the 12-month period ending October 31 preceding the calendar year for which the annual cost 
responsibility allocation is determined; and 

    (b) With respect to Merchant Transmission Facilities, (1) for 
the calendar year following the year in which it initiates operation, the actually awarded Firm 
Transmission Withdrawal Rights associated with its existing Merchant Transmission Facility; 
and (2) for all subsequent calendar years, the annual peak load of the Merchant Transmission 
Facility (not to exceed its actual Firm Transmission Withdrawal Rights) from the 12-month 
period ending October 31 of the calendar year preceding the calendar year for which the annual 
cost responsibility allocation is determined. 

(2) Fifty percent (50%) shall be assigned as follows: 

    (a) In the case of a Required Transmission Enhancement 
included in the Regional Transmission Expansion Plan to address one or more reliability 
violations or to address operational adequacy and performance issues (collectively, “Reliability 
Project”), in accordance with the distribution factor (“DFAX”) analysis described in subsection 
(b)(iii) or the analysis applicable to Regional Facilities that address stability issues described in 
subsection (b)(xviii) of this Schedule 12 as applicable; and 

    (b) In the case of a Required Transmission Enhancement 
included in the Regional Transmission Expansion Plan to relieve one or more economic 
constraints as described in Operating Agreement, Schedule 6, section 1.5.7(b)(iii) (“Economic 
Project”), in accordance with the methodology described in subsection (b)(v) of this Schedule 
12. 
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  (B) (1) Except for transformers that are an integral component of a Regional 
Facility, transformers connected to Lower Voltage Facilities, as defined in section (b)(ii) of this 
Schedule 12, shall not be considered Regional Facilities or Necessary Lower Voltage Facilities; 
and (2) Transmission Facilities that are not Regional Facilities and deliver energy from a 
Regional Facility to load shall not be considered Necessary Lower Voltage Facilities. 
  
  (C) With respect Required Transmission Enhancements that qualify as 
Regional Facilities under subsection (b)(i)(1)(b) or subsection (b)(i)(D)(2) of this Schedule 12: 
 
   (1) where the Required Transmission Enhancement includes both new 
Transmission Facilities and pre-existing Transmission Facilities, cost responsibility under this 
section (b)(i) shall apply only to the cost of the new Transmission Facilities plus the original cost 
less accumulated depreciation of pre-existing Transmission Facilities that are included in Tariff, 
Schedule 12-Appendix or Tariff, Schedule 12-Appendix A; 

   (2) cost responsibility shall be assigned under this section (b)(i) only 
after the Required Transmission Enhancement goes into service as a Double-circuit 345 kV 
Required Transmission Enhancement or a Double-circuit D.C. Required Transmission 
Enhancement; and  

   (3) cost responsibility shall be assigned under this section (b)(i) for 
any CWIP permitted to be recovered before the Required Transmission Enhancement goes into 
service only after such Transmission Facilities are approved in a Regional Transmission 
Expansion Plan as a Double-circuit 345 kV Required Transmission Enhancement or a Double-
circuit D.C. Required Transmission Enhancement. 

  (D) A Required Transmission Enhancement included in the Regional 
Transmission Expansion Plan that is a D.C. facility, consisting of D.C. lines (i.e., wires or 
cables) and A.C./D.C. converters, shall be a Regional Facility only if:  

   (1)  such D.C. facility comprises two poles and operates at a voltage of 
±433 kV D.C. or above; or 

   (2) such D.C. Facility constitutes a single Required Transmission 
Enhancement comprising two D.C. circuits where (i) both circuits originate from a single 
substation or switching station at one end and terminate at a single substation or switching 
station at the other end, regardless of whether or not both circuits are routed in the same right-of-
way, and (ii) each such circuit consists of two poles and operates at a voltage of ±298 kV D.C or 
above (“Double-circuit D.C. Required Transmission Enhancement”). 

 (ii) Lower Voltage Facilities.  Transmission Provider shall assign cost responsibility 
for Required Transmission Enhancements that (a) are not Regional Facilities; and (b) are not 
“Necessary Lower Voltage Facilities” as defined in section(b)(i) of this Schedule 12 (collectively 
“Lower Voltage Facilities”), as follows: 
 
  (A) If the Lower Voltage Facility is a Reliability Project,  Transmission 
Provider shall use the DFAX analysis described in subsection (b)(iii) or the analysis applicable to 
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Regional Facilities that address stability issues described in subsection (b)(xviii) of this Schedule 
12 as applicable; and 

  (B) If the Lower Voltage Facility is an Economic Project, Transmission 
Provider shall use the methodology described in subsection (b)(v) of this Schedule 12. 

 
 (iii) DFAX Analysis for Reliability Projects.   

(A)  For purposes of the assignment of cost responsibility for Reliability Projects 
under subsection (b)(i)(A)(2)(a) and subsection (b)(ii)(A) of this Schedule 12, the Transmission 
Provider, based on a computer model of the electric network and using power flow modeling 
software, shall calculate distribution factors, represented as decimal values or percentages, which 
express the portions of a transfer of energy from a defined source to a defined sink that will flow 
across a particular transmission facility or group of transmission facilities.  These distribution 
factors represent a measure of the use by the load of each Zone or Merchant Transmission 
Facility (collectively, “Responsible Zone”) of the Required Transmission Enhancement, as 
determined by a power flow analysis.  In general, a distribution factor can be represented as: 
 
Distribution Factor = (After-shift power flow – pre-shift power flow) / Total amount of power 
shifted 
 

Total amount of power shifted = Modeled incremental megawatt transfer to a given Load 
Deliverability Area or Merchant Transmission Facility 

 
Pre-shift power flow = Megawatt flow over the Required Transmission Enhancement  

before the incremental megawatt transfer 
 
After-shift power flow = Megawatt flow over the Required Transmission Enhancement 

after the incremental megawatt transfer 
 
When calculating such distribution factors: 
 
   (1) All distribution factors are calculated with respect to the Required 
Transmission Enhancement subject to cost allocation under subsection (b)(i)(A)(2)(a) and 
subsection (b)(ii)(A) of this Schedule 12. 
 
   (2) The calculation of distribution factors shall be determined using 
linear matrix algebra, such that distribution factors represent the ratio of (i) a change in megawatt 
flow on a Required Transmission Enhancement to (ii) a change in megawatts transferred to 
aggregate load within a Zone or, in the case of a Merchant Transmission Facility, the point of 
withdrawal associated with Firm Transmission Withdrawal Rights over such Merchant 
Transmission Facility. 
 
   (3) With respect to a Merchant Transmission Facility, zonal peak load 
shall mean (i) the existing Firm Transmission Withdrawal Rights of the Merchant Transmission 
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Facility being evaluated, if the Merchant Transmission Facility is in service, or (ii) for a 
Merchant Transmission Facility that is not yet in service, the planned Firm Transmission 
Withdrawal Rights of the Merchant Transmission Facility being evaluated as identified in the 
Interconnection Service Agreement in effect for such Merchant Transmission Facility.  
 
   (4) In the DFAX analysis, when Transmission Provider models a 
transfer from generation to all load within an individual Zone, Transmission Provider shall 
model the transfer to the Zone as a whole (not on a bus-by-bus basis).   
 
   (5) In the DFAX analysis, Transmission Provider shall model 
generation both external and internal to individual Responsible Zones to reflect (a) the 
boundaries of Locational Deliverability Areas (“LDAs”), and (b) limitations with respect to the 
reliability objective for moving generation capacity across the transmission system.  
Transmission Provider shall adopt the Capacity Emergency Transfer Objective (“CETO”), 
associated with that LDA and calculated for the applicable planning year to be the transfer 
limitation into the LDA.  In modeling the system generation and load, Transmission Provider 
shall assume that the percentage of the zonal load in the LDA served by external (or internal) 
generation to the LDA shall equal the ratio of (i) the CETO associated within that LDA (or 
generation internal with the LDA) to (ii) the sum of (a) the internal generation within the LDA 
and (b) the CETO associated with that LDA.  For the generation dispatch used in calculating the 
distribution factor, Transmission Provider shall distribute these amounts of external/internal 
generation among all generation in the PJM Region external to/internal within the LDA, 
respectively, in proportion to their capacity.  For Responsible Zones that are located within 
LDAs that are also entirely contained in other larger LDAs, the modeling approach and 
distribution factor calculations shall be repeated for such Responsible Zones for each LDA.  The 
lowest distribution factor derived from these calculations shall be applied to the Responsible 
Zone in the calculation of the use of the Required Transmission Enhancement.   
 
     
 
  (B)  The DFAX analysis will be performed in accordance with the following 
steps: 
 
   (1) Transmission Provider shall calculate a distribution factor and a 
direction of use for each Responsible Zone by modeling a transfer from all generation in the PJM 
Region to each Responsible Zone.  To establish the use by a Responsible Zone, in megawatts, of 
a Required Transmission Enhancement, the distribution factor of a Required Transmission 
Enhancement associated with the resulting transfer modeled by the Transmission Provider to 
each Responsible Zone shall be multiplied by the Responsible Zone’s peak load. 
 
   (2) The Transmission Provider shall separately determine the relative 
use of the Required Transmission Enhancement by each Responsible Zone in each direction by 
dividing the megawatts of use by each Responsible Zone determined in section (iii)(B)(1) above 
by the total use of all Responsible Zones using the Required Transmission Enhancement in the 
same direction of use. 
 

Page 41



 

 
 
 

   (3)  Transmission Provider shall determine the direction of use 
percentage of the Required Transmission Enhancement in each direction using a production cost 
analysis to determine the total use, in megawatt-hours, of the Required Transmission 
Enhancement by all Zones and Merchant Transmission Facilities in each direction over the 
course of a year.  The Transmission Provider shall calculate the percentage use in each direction 
by dividing the megawatt-hours of use in each direction by total use in megawatt-hours in both 
directions of use. 
 
   (4) The Transmission Provider shall multiply the relative use by each 
Responsible Zone of the Required Transmission Enhancement in each direction of use 
determined in section (iii)(B)(2) above, by the applicable direction of use percentage determined 
in section (iii)(B)(3) above.  
 
   (5) The products of the calculation performed in section (iii)(B)(4) 
above, shall determine the relative allocation to each Responsible Zone of cost responsibility for 
the Required Transmission Enhancement. 
 
  (C) In the DFAX analysis, the Zones of Public Service Electric and Gas 
Company and Rockland Electric Company will be treated as one Zone unless and until Rockland 
Electric Company elects to be treated as a separate Zone in accordance with the terms of the 
Settlement Agreement And Offer Of Partial Settlement approved by FERC in Docket Nos. 
ER06-456-000, et al. 
 
  (D) Transmission Provider shall round cost responsibility assignments 
determined using the DFAX analysis described in subsection (b)(iii) of this Schedule 12 to the 
nearest one-hundredth of one percent. 
 
  (E) Transmission Provider shall not account for the ability to adjust use of 
phase angle regulators (“PARs”) in the DFAX analysis described in subsection (b)(iii) of this 
Schedule 12.  In the DFAX analysis, all PAR angles shall be fixed at their base case settings.  
 
  (F) In the DFAX analysis, if the Required Transmission Enhancement is a 
D.C. facility, the Transmission Provider shall determine cost responsibility assignment as 
follows: 
 
   (1) The Required Transmission Enhancement shall be replaced in the 
model with a comparable proxy A.C. facility, the impedance of which shall be calculated based 
on the length of the D.C. facility that was removed from the model multiplied by an approximate 
per unit/mile impedance value for the proxy A.C. facility. 
 
   (2) Where a D.C. facility is an integral part of a Required 
Transmission Enhancement that also includes A.C. facilities, the methodology described in 
subsection (b)(iii)(F)(1) above shall be used only for the D.C. facility segment of such Required 
Transmission Enhancement. 
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   (3) A D.C. facility used to control flow over portions of the 
Transmission System shall be modeled with a zero impedance and no control shall be applied. 
 
  (G) If Transmission Provider determines in its reasonable engineering judgment 
that, as a result of applying the provisions in section (b)(iii) of this Schedule 12, the DFAX 
analysis cannot be performed or that the results of such DFAX analysis are objectively 
unreasonable, the Transmission Provider may use an appropriate substitute proxy for the 
Required Transmission Enhancement in conducting the DFAX analysis.  If a proxy is used that is 
not specified in this Schedule 12, Transmission Provider shall state in a written report (a) the 
reasons why it determined the DFAX analysis could not be performed or that the results of the 
DFAX analysis were objectively unreasonable; (b) why the substitute proxy produced 
objectively reasonable results; and (3) a recommendation as to what changes, if any, should be 
considered in conducting the DFAX analysis. 
   
  (H) The Transmission Provider shall make a preliminary cost responsibility 
determination for each Required Transmission Enhancement subject to section (b)(iii) of this 
Schedule 12 at the time such Required Transmission Enhancement is included in the Regional 
Transmission Expansion Plan.   

 
   (1)  When CWIP in connection with a Required Transmission 
Enhancement subject to this section (b)(iii) of this Schedule 12 is entitled to be recovered, the 
preliminary determination of cost responsibility made at the time that the Required Transmission 
Enhancement was included in the Regional Transmission Expansion Plan shall be used to assign 
cost responsibility for such CWIP and such cost responsibility shall remain unchanged until the 
date the Required Transmission Enhancement goes into service.  Once a Required Transmission 
Enhancement has gone into service, the updated cost responsibility determination provided for in 
subsection (b)(iii)(H)(2) below shall apply. 

 
   (2) Beginning with the calendar year in which a Required 
Transmission Enhancement is scheduled to enter service, and thereafter annually at the 
beginning of each calendar year, the Transmission Provider shall update the preliminary cost 
responsibility determination for each Required Transmission Enhancement using the values and 
inputs used in the base case of the most recent Regional Transmission Expansion Plan approved 
by the PJM Board prior to the date of the update.  All values and inputs used in the calculation of 
the distribution factor in a determination of cost responsibility shall be the same values and 
inputs as used in the base case of the most recent Regional Transmission Expansion Plan 
approved by the PJM Board prior to the determination of cost responsibility.   
 
 (iv) Spare Parts, Replacement Equipment And Circuit Breakers.  Transmission 
Provider shall assign cost responsibility for spare parts, replacement equipment, and circuit 
breakers and associated equipment, included in the Regional Transmission Expansion Plan as 
follows: 
 
  (A)  Spare parts that are part of the design specifications of a Required 
Transmission Enhancement at the time such Required Transmission Enhancement is first 
included in the Regional Transmission Expansion Plan shall be considered part of the Required 
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Transmission Enhancement for the purpose of applying the cost threshold described in 
subsection (b)(vi) of this Schedule 12 and cost responsibility for such spare parts shall be 
assigned in the same manner as the Required Transmission Enhancement.  Cost responsibility for 
spare parts independently included the Regional Transmission Expansion Plan and not a part of 
the design specifications of a Required Transmission Enhancement as described above in this 
subsection shall be assigned to the Zone of the owner of the spare part, if the owner of the spare 
part is a Transmission Owner listed in Tariff, Attachment J.  If the owner of the spare part is not 
a Transmission Owner listed in Tariff, Attachment J, cost responsibility shall be assigned on a 
pro rata basis to the zones that bear cost responsibility for the owner’s Required Transmission 
Enhancements. 
 
  (B)  Replacement equipment that is part of the design specifications of a 
Required Transmission Enhancement at the time the Required Transmission Enhancement is first 
included in the Regional Transmission Expansion Plan shall be considered part of the Required 
Transmission Enhancement for the purpose of applying the cost threshold described in section 
(b)(vi) of this Schedule 12 and cost responsibility for such replacement equipment shall be 
assigned in the same manner as the Required Transmission Enhancement.  Cost responsibility for 
Required Transmission Enhancement replacement equipment independently included in the 
Regional Transmission Expansion Plan and not a part of the design specifications of a Required 
Transmission Enhancement as described above in this subsection, shall be assigned to the same 
Zones and/or Merchant Transmission Facilities and in the same proportions as the then-existing 
assignments of cost responsibility for the facilities that the replacement equipment is replacing. 
 
  (C)  Circuit breakers and associated equipment that are part of the design 
specifications of a Required Transmission Enhancement at the time the Required Transmission 
Enhancement is first included in the Regional Transmission Expansion Plan shall be considered 
part of the Required Transmission Enhancement for the purpose of applying the cost threshold 
described in subsection (b)(vi) of this Schedule 12 and cost responsibility for such circuit 
breakers and associated equipment shall be assigned in the same manner as the Required 
Transmission Enhancement.  Cost responsibility for circuit breakers and associated equipment 
independently included in the Regional Transmission Expansion Plan and not a part of the design 
specifications of a transmission element of a  Required Transmission Enhancement as described 
above in this subsection, shall be assigned to the Zone of the owner of the circuit breaker and 
associated equipment if the owner of the circuit breaker is a Transmission Owner listed in Tariff, 
Attachment J.  If the owner of the circuit breaker is not a Transmission Owner listed in Tariff, 
Attachment J, cost responsibility shall be assigned on a pro rata basis to the zones that bear cost 
responsibility for the owner’s Required Transmission Enhancements.  
 
 (v) Economic Projects.  Transmission Provider shall assign (i) fifty percent (50%) of 
cost responsibility for Economic Projects that are Regional Facilities; and (ii) full cost 
responsibility for Economic Projects that are Lower Voltage Facilities; as follows: 
 
  (A) Transmission Provider shall assign cost responsibility for Economic 
Projects that are accelerations of Reliability Projects as described in Operating Agreement, 
Schedule 6, section 1.5.7(b)(i) (“Acceleration Projects”) by performing and comparing (1) a 
DFAX analysis consistent with the methodology described in subsection (b)(iii) of this Schedule 
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12, and (2) a methodology that is intended to act as a proxy for expected economic benefits from 
reduced Locational Marginal Prices (“LMP Benefit”) over the period that the reliability-based 
enhancement or expansion is to be accelerated (“LMP Benefits Methodology”).  The LMP 
Benefits Methodology shall determine cost responsibility assignment percentages to Zones and 
Merchant Transmission Facilities in the following manner.  The LMP Benefit to a Zone shall be 
deemed to be equal to the reduction in Locational Marginal Price payments made by Load 
Serving Entities as a result of the Acceleration Project assuming the customers purchase all 
energy needs from the PJM Interchange Energy Market, and LMP Benefits so calculated shall be 
converted into percentage cost responsibility assignments for the affected Zones.  The LMP 
Benefits Methodology shall not incorporate the financial effects of allocations of Auction 
Revenue Rights or Financial Transmission Rights.  The LMP Benefit to a Merchant 
Transmission Facility shall be deemed to be equal to the proportionate share of assigned cost 
responsibility using the DFAX analysis and the assignments of cost responsibility to other Zones 
in the LMP Benefits Methodology shall be proportionately adjusted, as necessary, to reflect this 
treatment of Merchant Transmission Facilities to ensure that the total allocation for any 
economic-based Required Transmission Enhancement equals one hundred percent.  If, after 
performing both analyses and comparing the percentage cost responsibility assignments for the 
affected Zones calculated pursuant to the DFAX analysis and the LMP Benefits Methodology, 
the results do not indicate at least a ten percentage point cost responsibility assignment 
differential between the two methods for any Zone, cost responsibility for the Acceleration 
Project shall be assigned using the DFAX analysis.  If, after performing both analyses and 
comparing the percentage cost responsibility assignments for the affected Zones calculated 
pursuant to the DFAX analysis and LMP Benefits Methodology, the results indicate at least a ten 
percentage point cost responsibility assignment differential between the DFAX analysis and the 
LMP Benefits Methodology for any Zone, cost responsibility for the Acceleration Project for the 
period of time the Reliability Project is accelerated (i.e. the period between the date the 
Reliability Project actually goes into service and the date the Reliability Project originally was 
scheduled to go in service in the PJM Board approved Regional Transmission Expansion Plan) 
shall be assigned using the LMP Benefits Methodology.  For all periods other than the period of 
time the Reliability Project is accelerated, cost responsibility for such an Acceleration Project 
shall be assigned in accordance with the provisions of this Schedule 12 governing the assignment 
of cost responsibility of Regional Facility Reliability Projects or Lower Voltage Facility 
Reliability Projects, as applicable.   
 
  (B) Transmission Provider shall assign cost responsibility for Economic 
Projects that are modifications to Reliability Projects as described in Operating Agreement, 
Schedule 6, section 1.5.7(b)(ii) in accordance with the provisions of this Schedule 12 governing 
the assignment of cost responsibility of Regional Facility Reliability Projects or Lower Voltage 
Facility Reliability Projects, as applicable. 
 
  (C) Transmission Provider shall assign cost responsibility for Economic 
Projects that are new enhancements or expansions that could relieve one or more economic 
constraints as described in Operating Agreement, Schedule 6, section 1.5.7(b)(iii) to the Zones 
that show a decrease in the net present value of the Changes in Load Energy Payment.  The 
Change in Load Energy Payment for each year shall be determined using the methodology set 
forth in Operating Agreement, Schedule 6, section 1.5.7(d) for the period specified in that 
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section.  Cost responsibility shall be assigned based on each Zone’s pro rata share of the sum of 
the net present values of the Changes in Load Energy Payment only of the Zones in which the 
net present value of the Changes in Load Energy Payment shows a decrease. 
 

(vi) Required Transmission Enhancements Costing Less Than $5 Million.   
Notwithstanding sections (b)(i), (b)(ii), (b)(iv) and (b)(v) of this Schedule 12, cost responsibility 
for a Required Transmission Enhancement for which the good faith estimate of the cost of the 
Required Transmission Enhancement (a) prepared in connection with the development of the 
Regional Transmission Expansion Plan and (b) provided to the PJM Board at the time the 
Required Transmission Enhancement is included for the first time in the Regional Transmission 
Expansion Plan, does not equal or exceed $5 million shall be assigned to the Zone where the 
Required Transmission Enhancement is to be located.  The determination of whether the 
estimated cost of a Required Transmission Enhancement does not equal or exceed $5 million 
shall be based solely on such good faith estimate of the cost of the Required Transmission 
Enhancement regardless of the actual costs incurred.  The estimated cost of a Required 
Transmission Enhancement shall include the aggregate estimated costs of all of the transmission 
elements approved by the PJM Board at the time such elements are included in the Regional 
Transmission Expansion Plan that collectively are intended (i) in the case of a Reliability Project, 
to resolve a specific reliability criteria violation, or (ii) in the case of an Economic Project, 
provide a specific LMP Benefit.  Where a Required Transmission Enhancement subject to this 
section (b)(vi) consists of a single transmission element or multiple transmission elements that 
will be located in more than one Zone, each Zone shall be assigned cost responsibility for the 
transmission elements or portions of the transmission elements located in such Zone.  Merchant 
Transmission Facilities shall not be assigned cost responsibility for a Required Transmission 
Enhancement subject to this section (b)(vi). 

 
(vii)   Modifications of Required Transmission Enhancements.  Once a Required 

Transmission Enhancement is included in the Regional Transmission Expansion Plan, any 
modification to such Required Transmission Enhancement that subsequently is included in the 
Regional Transmission Expansion Plan as a separate Reliability or Economic Project shall be 
considered a separate and distinct Required Transmission Enhancement for purposes of cost 
responsibility assignment under this Schedule 12.  Except as provided in sections (b)(iv) and 
(b)(xiv) of this Schedule 12, any cost responsibility assignment that has been made for a 
previously approved Required Transmission Enhancement shall have no impact on the cost 
responsibility assignment of such modification. 
 
 (viii) FERC Filing.  Within 30 days of the approval of each Regional Transmission 
Expansion Plan or an addition to such plan by the PJM Board pursuant to Operating Agreement, 
Schedule 6, section 1.6, the Transmission Provider shall designate in the Tariff, Schedule 12-
Appendix A and in a report filed with the FERC the Responsible Customerscustomers using 
Point-to-Point Transmission Service and/or Network Integration Transmission Service and 
Merchant Transmission Facility owners that will be subject to each such Transmission 
Enhancement Charge (“Responsible Customers”) based on the cost responsibility assignments 
determined pursuant to this Schedule 12.  Those customers designated by the Transmission 
Provider as Responsible Customers shall have 30 days from the date the filing is made with the 
FERC to seek review of such designation. Such cost responsibility designations shall be the same 
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as those made for the relevant Regional Facility, Necessary Lower Voltage Facility, or Lower 
Voltage Facility in the Regional Transmission Expansion Plan. 
 
 (ix) Regions With Which PJM Has Entered Into an Agreement Listed in 
Schedule 12-Appendix B .  For purposes of this Schedule 12, where costs of a Required 
Transmission Enhancement are allocated to a region other than PJM pursuant to an agreement set 
forth in Tariff, Schedule 12-Appendix B, Responsible Customers for such costs shall be 
customers in such region. Cost responsibility with respect to the costs of a Required 
Transmission Enhancements  allocated to a region other than PJM shall be allocated within such 
region in accordance with the applicable tariff or agreement governing the allocation of such 
costs in such region. 
 
 (x) Merchant Transmission Facilities.  
 
  (A) For purposes of this Schedule 12, where the Transmission Provider has 
allocated all or a portion of a Required Transmission Enhancement to a Merchant Transmission 
Facility, the owner of the Merchant Transmission Facility shall be the Responsible Customer 
with respect to such Required Transmission Enhancement, and shall pay the Transmission 
Enhancement Charges associated with the Required Transmission Enhancement. 
 
  (B) (1) Transmission Provider shall defer collection of Transmission 
Enhancement Charges from a Merchant Transmission Facility until the Merchant Transmission 
Facility goes into commercial operation; provided, however, in the event the commercial 
operation of a Merchant Transmission Facility is delayed beyond the commercial operation 
milestone date(s) specified in the Interconnection Service Agreement associated with the 
Merchant Transmission Facility and the Transmission Provider or Transmission Owner 
constructing the Required Transmission Enhancement demonstrates that the Merchant 
Transmission Facility is responsible for such delay, Transmission Provider may begin collecting 
Transmission Enhancement Charges from the Merchant Transmission Facility prior to the 
Merchant Transmission Facility going into commercial operation.  Transmission Enhancement 
Charges allocated to a Merchant Transmission Facility for which collection is deferred in 
accordance with this section (b)(x)(B)(1) shall be recorded in appropriate Transmission Provider 
accounts for deferred charges and collected in accordance with section (b)(x)(B)(3) below.   
 

 (2) Transmission Provider shall base the collection of Transmission 
Enhancement Charges associated with Required Transmission Enhancements from a Merchant 
Transmission Facility on the actual Firm Transmission Withdrawal Rights that have been 
awarded to the Merchant Transmission Facility; provided, however, to the extent that a Merchant 
Transmission Facility has been awarded less than the amount of Firm Transmission Withdrawal 
Rights specified in the Interconnection Service Agreement associated with the Merchant 
Transmission Facility, then Transmission Provider shall record the difference between the 
amount of Transmission Enhancement Charges collected based on the lesser amount of Firm 
Transmission Withdrawal Rights and the amount of Transmission Enhancement Charges based 
on the full amount of Firm Transmission Withdrawal Rights specified in the applicable 
Interconnection Service Agreement in appropriate accounts for deferred charges and, after the 
Merchant Transmission Facility has been awarded the full amount of Firm Transmission 
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Withdrawal Rights specified in the Interconnection Service Agreement, collect such deferred 
amounts in accordance with section (b)(x)(B)(3) below.  Notwithstanding the foregoing, 
Transmission Provider may collect Transmission Enhancement Charges based on more than a 
Merchant Transmission Facility’s actually awarded Firm Transmission Withdrawal Rights (not 
to exceed the Firm Transmission Withdrawal Rights specified in the applicable Interconnection 
Service Agreement) if the Transmission Provider or Transmission Owner demonstrates that the 
Merchant Transmission Facility is responsible for receiving fewer Firm Transmission 
Withdrawal Rights than are specified in the applicable Interconnection Service Agreement. 

 
   (3) Transmission Provider shall record: (i) in an appropriate deferred 
asset account, the Transmission Enhancement Charges associated with Required Transmission 
Enhancements for which collection is deferred in accordance with sections (b)(x)(B)(1) and 
(b)(x)(B)(2) above; and (ii) in an appropriate deferred liability account, the revenues associated 
with the Transmission Enhancement Charges that, absent the deferred charges, would have been 
due to Transmission Owners or to Transmission Owners’ customers as directed by the applicable 
Transmission Owner. At such time as collection of such deferred Transmission Enhancement 
Charges are permitted in accordance with sections (b)(x)(B)(1) and (b)(x)(B)(2) above, the 
deferred charges (along with appropriate interest) shall be collected from the Merchant 
Transmission Facility in equal installments over the twelve months following the 
commencement of the collection of the deferred charges. Such amounts shall be distributed to 
Transmission Owners or to Transmission Owners’ customers as directed by the applicable 
Transmission Owner, and the Transmission Provider shall make appropriate adjustments to the 
deferred asset and liability accounts.  Transmission Provider shall not be responsible for 
distributing revenues associated with deferred Transmission Enhancement Charges unless and 
until such charges are collected in accordance with this section (b)(x)(B), and uncollected 
deferred Transmission Enhancement Charges shall not be subject to Default Allocation 
Assessments to the Members pursuant to Operating Agreement, section 15.2. 
 
 (xi) Consolidated Edison Company of New York. (A) Cost responsibility 
assignments to Consolidated Edison Company of New York for Required Transmission 
Enhancements pursuant to this Schedule 12 with respect to the Firm Point-To-Point Service 
Agreements designated as Original Service Agreement No. 1873 and Original Service 
Agreement No. 1874 accepted by the Commission in Docket No. ER08-858 (“ConEd Service 
Agreements”) shall be in accordance with the terms and conditions of the settlement approved by 
the FERC in Docket No. ER08-858-000.  (B) All cost responsibility assignments for Required 
Transmission Enhancements pursuant to this Schedule 12 shall be adjusted at the commencement 
and termination of service under the ConEd Service Agreements to take account of the 
assignments under subsection (xi)(A) of this section.   
 

(xii) Public Policy Projects.   
 
(A) Transmission Facilities as defined in  Consolidated Transmission Owners 

Agreement, section 1.27 constructed by a Transmission Owner pursuant to a Public Policy 
Requirement but not included in a Regional Transmission Expansion Plan as a Required 
Transmission Enhancement, shall be as considered a Supplemental Project.  
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(B) If a transmission enhancement or expansion is proposed pursuant to 
Operating Agreement, Schedule 6, section 1.5.9(a) which is not a Supplemental Project (“State 
Agreement Public Policy Project”),  the Transmission Provider shall submit the assignment of 
costs to Responsible Customers proposed in connection with such State Agreement Public Policy 
Project to the Transmission Owners Agreement Administrative Committee for consideration and 
filing pursuant to Consolidated Transmission Owners Agreement, section 7.3 and Tariff, Part I, 
section 9.1(a).  Nothing in this section (b)(xii) shall prevent the Transmission Provider or the 
state governmental entities proposing such State Agreement Public Policy Project from filing a 
proposed assignment of costs to Responsible Customers for such project pursuant to Section 206 
of the Federal Power Act. 

 
 

 (xiii) Replacement of Transmission Facilities.  Unless determined by PJM to be a 
Required Transmission Enhancement included in a Regional Transmission Expansion Plan, cost 
responsibility for the replacement of Transmission Facilities, as defined in Consolidated 
Transmission Owners Agreement, section 1.27, shall be assigned to the Zonal loads and Merchant 
Transmission Facilities responsible for the costs of the Transmission Facilities being replaced.  
 

(xiv)    Multi-Driver Projects.   
 
(A) Assignment of Proportional Multi-Driver Project Costs.  The Transmission 

Provider shall assign cost responsibility for Proportional Multi-Driver Projects in proportion 
to the relative percentage benefit that each driver of a Proportional Multi-Driver Project 
addresses, respectively, reliability violations or operational performance (“reliability”), 
economic constraints (“economic”) and/or Public Policy Requirements (“public policy”) as 
follows:  

 
(1) As part of the open planning process provided for in Operating 

Agreement, Schedule 6, section 1.5.10(h), the Transmission Provider employs the 
Proportional Method to develop a Proportional Multi-Driver Project, by determining 
which of the following drivers a Proportional Multi-Driver Project addresses: 
reliability, economic, or public policy, and the extent to which each such driver 
contributes to the size, scope, and estimated costs of such Proportional Multi-Driver 
Project (irrespective of the reliability cost allocation treatment that is otherwise 
accorded an incremental market efficiency modification thereto pursuant to section 
(b)(v)(B) of this Schedule 12).  The Transmission Provider shall identify the 
contribution of each driver in terms of a percentage totaling 100 percent for all such 
drivers at the time that each Proportional Multi-Driver Project is submitted to the PJM 
Board for approval and included in the Regional Transmission Expansion Plan. The 
percentage contribution of each driver shall be based on the ratio of the estimated cost 
of each project that the Multi-Driver Project replaces to the total of the estimated costs 
of all projects combined into the Multi-Driver Project.  
 

(2) Once a Proportional Multi-Driver Project is approved by the PJM Board, 
the percentage contributions of each driver shall not be changed unless the PJM Board 
subsequently approves an upgrade or modification to the Proportional Multi-Driver 
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Project.  In that event, the cost responsibility for the Proportional Multi-Driver Project, 
including any costs incurred prior to the upgrade or modification, will be determined as 
if it were a new Proportional Multi-Driver Project, such that the percentage 
contribution for each driver shall be established anew.   

 
(B) Assignment of Incremental Multi-Driver Project Costs.  The Transmission 

Provider shall assign cost responsibility for  Incremental Multi-Driver Projects as defined in 
Operating Agreement, Schedule 6, section 1.15B using the same methodology described in 
section (b)(xiv)(A)(1) above treating the estimated cost of modifying the original project as if 
it were the estimated cost of a separate project included in a Proportional Multi-Driver 
Project.  Any costs that had been expended on the original project prior its designation by 
Transmission Provider as an Incremental Multi-Driver Project shall be included in the 
calculation of the Incremental Multi-Driver Project pursuant to this section (b)(xiv)(B).   

 
(C) The Transmission Provider shall separately assign cost responsibility for the 

costs assigned to each driver pursuant to this section (b)(xiv) in accordance with the provisions 
of this Schedule 12 governing the assignment of cost responsibility for a single driver project 
of each driver’s respective type (reliability, economic or public policy).  Except as provided in 
section (b)(xiv)(D) below, cost responsibility will be assigned based on the final voltage and 
configuration of the Multi-Driver Project determined in accordance with sections (b)(i), (b)(ii), 
or (b)(vi) of this Schedule 12.  

 
(D)     Notwithstanding the cost assignments that would otherwise be provided for in 

section (b)(xiv)(C) above, if a Multi-Driver Project includes a public policy driver that is the 
result of the State Agreement Approach provided for in Operating Agreement, Schedule 6, 
section 1.5.9 and is a Regional Facility as defined in section (b)(i) of this Schedule 12 and such 
Multi-Driver Project would not be a Regional Facility but for the inclusion of the public policy 
driver, then the percentage of costs of such Multi-Driver Project assigned to the non-public 
policy drivers in accordance with the procedures set forth in in section (b)(i)(A)(1) above shall 
be twenty percent (20%) and the percentage of costs assigned to the non-public policy drivers 
of such Multi-Driver Project in accordance section (b)(i)(A)(2) above shall be eighty percent 
(80%), and not the fifty percent (50%) cost responsibility percentages provided for in section 
(b)(i)(A)(i) and section (b)(i)(A)(2), respectively, of this Schedule 12.  
 

(xv) Reserved. 
 
 (xvi) Required Transmission Enhancements Designed to Address Reliability 
Violations on Transmission Facilities Operating Below 200 kV.  Notwithstanding section 
(b)(ii), above, cost responsibility for any Required Transmission Enhancements that are included 
in the Regional Transmission Expansion Plan to address reliability violations on Transmission 
Facilities that are designed to operate at below 200 kV and, pursuant to Operating Agreement, 
Schedule 6, section 1.5.8(n), were not included in an Operating Agreement, Schedule 6, section 
1.5.8(c) proposal window, shall be assigned to the Responsible Customers in the Zone where the 
Required Transmission Enhancement is to be located. 
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(xvii) Required Transmission Enhancements Constructed As Targeted Market 
Efficiency Projects Under The Midcontinent Independent Transmission System Operator, 
Inc. and PJM Interconnection, L.L.C. Coordinated System Plan.   Notwithstanding sections 
(b)(i), (b)(ii), (b)(iv), (b)(v), (b)(vi) and (b)(x)(B)(2) of this Schedule 12, cost responsibility for 
the costs of a Required Transmission Enhancement that is included in the Regional Transmission 
Expansion Plan because it is a Targeted Market Efficiency Project (“TMEP”) identified in the 
Coordinated System Plan periodically developed pursuant to the Joint Operating Agreement 
Between the Midcontinent Independent Transmission System Operator, Inc. and PJM 
Interconnection, L.L.C. (“PJM-MISO JOA”) and assigned to PJM pursuant to PJM-MISO JOA, 
section 9.4.4.2.5, shall be assigned among Zones and Merchant Transmission Facilities in 
accordance with this section (b)(xvii).  Using the Targeted Market Efficiency Project study 
conducted pursuant to PJM-MISO JOA, section 9.3.7.2(c) of in which the TMEP was identified, 
the Transmission Provider shall determine, in accordance with Tariff, Attachment K-Appendix, 
section 5.1, the average annual Transmission Congestion Charges experienced by Market Buyers 
in Zones and at Merchant Transmission Facilities attributable to the targeted Reciprocal 
Coordinated Flowgate during the two historical calendar years prior to the study year of the 
Targeted Market Efficiency Project study.  In making this determination, the Transmission 
Provider shall net any increases in Day-ahead and Real-time Prices paid by Market Buyers in a 
Zone or at a Merchant Transmission Facility against any decreases in Day-ahead and Real-time 
Prices paid by Market Buyers in such Zone or at such Merchant Transmission Facility 
attributable to the targeted Reciprocal Coordinated Flowgate.  Where a single TMEP is 
constructed to reduce Transmission Congestion Charges attributable to more than one targeted 
Reciprocal Coordinated Flowgate, the Transmission Provider shall net any increases in Day-
ahead and Real-time Prices paid by Market Buyers in a Zone or at a Merchant Transmission 
Facility against any decreases in Day-ahead and Real-time Prices paid by Market Buyers in such 
Zone or at such Merchant Transmission Facility attributable to all targeted Reciprocal 
Coordinated Flowgates.  Cost responsibility shall be assigned based on each Zone’s and 
Merchant Transmission Facility’s pro rata share of the sum of the net Transmission Congestion 
Charges paid by Market Buyers only of the Zones and Merchant Transmission Facilities in 
which Market Buyers experienced net Transmission Congestion Charges. 
 

(xviii) Required Transmission Enhancements Designed to Address Stability Issues. 
For purposes of the assignment of cost responsibility for Reliability Projects designed to address 
stability issues under subsection (b)(i)(A)(2)(a) and subsection (b)(ii)(A) of this Schedule 12, the 
Transmission Provider shall, using the same inputs and assumptions from the simulation that 
originally drove the need for the stability upgrade, perform a stability simulation that includes 
the stability upgrade under the worst fault condition. The worst fault condition shall be the fault 
condition in the simulation that produces the maximum rotor angle swing with the stability 
upgrade included.  For each load bus on the system, the difference between the highest and 
lowest voltage angle that occurs during the simulation of the worst fault condition will be 
recorded. Load buses having a voltage angle deviation less than 25 percent of the load bus with 
the largest voltage angle deviation will not be included in the cost allocation calculation. For the 
remaining load buses, the voltage angle deviation will be multiplied by the megawatt load at the 
bus obtained from the stability simulation model, or, in the case of a Merchant Transmission 
Facility, the Firm Transmission Withdrawal Rights at the bus. The products of the voltage angle 
deviation and megawatt load at each bus will be summed for each Responsible Zone. The 
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Stability Deviation cost allocation for a Responsible Zone or Merchant Transmission Facility 
will be determined by dividing the sum of the load-weighted angle deviations for the 
Responsible Zone or Merchant Transmission Facility by the sum of the load-weighted angle 
deviations for each Responsible Zone and Merchant Transmission Facility. Transmission 
Provider shall round cost responsibility assignments to the nearest one-hundredth of one percent. 
 
(c) Determination of Transmission Enhancement Charges. In the event that any 
Transmission Owner recovers the cost of a Required Transmission Enhancement through a 
Transmission Enhancement Charge, such charge shall be determined as follows: 
 

(1) Transmission Provider shall identify in writing and post on the PJM Internet site 
the Required Transmission Enhancement(s) to which each Transmission Enhancement 
Charge corresponds. The Transmission Enhancement Charge with respect to a Required 
Transmission Enhancement shall recover the applicable Transmission Owner’s annual 
transmission revenue requirement associated with the Required Transmission 
Enhancement. 
 
(2)   Each Transmission Enhancement Charge shall be a monthly charge based on all 
costs and applicable incentives associated with a particular Required Transmission 
Enhancement for which the Transmission Owner is responsible.  
 
(3)  A Transmission Owner’s annual transmission revenue requirement associated 
with a Required Transmission Enhancement shall be determined pursuant to either (i) a 
unilateral filing by the Transmission Owner under Section 205 of the Federal Power Act 
and the FERC’s rules and regulations thereunder; or (ii) a formula rate in effect 
applicable to the Transmission Owner’s rates for Network Integration Transmission 
Service, including the costs associated with Required Transmission Enhancements.  
 
(4)  Each Transmission Enhancement Charge applicable to Network Customers and 
Non-Zone Network Customers shall be recalculated annually to reflect the annual 
revisions to the billing determinants used by the Transmission Provider to calculate 
charges to Network Customers for Network Integration Transmission Service under 
Tariff, Part III, section 34.1.  The Transmission Provider shall post on its Internet site by 
October 31 of each calendar year each recalculated Transmission Enhancement Charge 
that shall be effective during the subsequent calendar year. 
 
(5)  Each Transmission Enhancement Charge applicable to customers using Point-To-
Point Transmission Service shall be calculated monthly to reflect the billing determinants 
used by the Transmission Provider to determine charges for customers of Point-To-Point 
Transmission Service in accordance with Tariff, Part II, section 25.  
 
(6) Each Transmission Enhancement Charge payable by an owner of a Merchant 
Transmission Facility pursuant to section (b) of this Schedule 12 shall be calculated as a 
fixed monthly charge.  
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(7) If a Transmission Owner chooses to recover the cost of Required Transmission 
Enhancements through the operation of a formula rate as described in section (a) of this 
Schedule 12, the Transmission Owner must make an informational filing with the 
Commission one year from the date the selecting Transmission Owner’s formula rates go 
into effect, and each year thereafter, providing a detailed list of the costs the 
Transmission Owner has incurred, and the revenues the Transmission Owner has 
received to provide service. 

 
(d) Recovery of Transmission Enhancement Charges.   
 

(1) Responsible Customers shall pay Transmission Provider all applicable 
Transmission Enhancement Charges as required by this Schedule 12 in addition to 
all other charges for transmission service for which such Responsible Customers 
are responsible under the Tariff. 

 
(2) Transmission Provider shall collect all applicable Transmission Enhancement 

Charges from each Responsible Customer on a monthly basis.  Transmission 
Provider shall remit or credit all revenues received from Responsible Customers 
under this Schedule 12 to the Transmission Owner(s) that established such charge 
or to the appropriate authority in a region other than PJM in the case of 
Transmission Enhancement Charges established in such region in connection with 
a Required Transmission Enhancement constructed pursuant to an Appendix B 
Agreement, to be distributed in accordance with the applicable tariff or agreement 
governing the distribution of such charges in such region. 

 
(e) Crediting of Revenue from Transmission Enhancement Charges.  In recognition that 
a Transmission Owner’s charges for Network Integration Transmission Service set forth in 
Tariff, Attachment H are established based upon the Transmission Owner’s total cost of 
providing FERC-jurisdictional transmission service, including the costs associated with Required 
Transmission Enhancements, revenue from a Transmission Owner’s Transmission Enhancement 
Charges for a billing month shall be credited pursuant to this Schedule 12 to the Network 
Customers in the Transmission Owner’s Zone (including, where applicable, the Transmission 
Owner) and Transmission Customers purchasing Firm Point-to-Point Transmission Service for 
delivery in the Transmission Owner’s Zone in proportion to their Demand Charges (including 
any imputed Demand Charges for bundled service to Native Load Customers) for Network 
Integration Transmission Service and Reserved Capacity for Firm Point-to-Point Transmission 
Service; provided that such credits shall be reduced by the amount of any applicable incentives 
included in such Transmission Enhancement Charges.   
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